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Do immigrants contribute to public finances?
Do welfare states attract and benefit immigrant groups?

Is immigration necessary to bear the cost@anfageing popula-
tion?

What is the role of education and cultural factors in all this?
And what about the second generation?

A multidisciplinary team of four experienced researchers inves-
tigated this topic in the Netherland$hey had access to unique
anonymised microdata from Statistics Netherlands on all inhab-
itants of the country. In estimating the fiscal impact of immigra-
tion, the net lifetime contribution of immigrants to public cof-
fers was estimated by employing the methoél generational
accounting.

The result is this book, with the eloquent title Borderless Wel-
fare State. It answers the questions, contains a wealth of previ-
ously unpublished information, and drawonclusions with
strong policy relevanceThe findings may inspire researchers
and policymakers in other countries, particularly in Europe, with
a comparable welfare state.

An earlier version of thibook sparked debatén the Nether-
lands. The Dutch government stated that they did not need this
type of information. One could only guess the underlying reason
for this position. Is it the inconvenient message from Borderless
Welfare State that, if immigration continues by therent
numbers and composition, welfare states like the Dutch one be-
come unsustainable?
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Preface

In a way, this report can be seen as an update and extension of the CPBlnepagtration and the
Dutch Economfrom 2003. That CPB report, among other things, calculated the costs and benefits for
the treasury of noAWestern immigration at the time. Since that report, the government has no longer
calculated these tax costs and benefitsromigration in a general sense. This is striking because in the
Netherlands just about everything that is relevant to policy is regularly monitored in all kinds of ways.
And givenits considerable sizen the last decades, immigration to the Netherlands can certainly be
consideredpolicy-relevant.

The fact that the CPB report from 2003 has not received a full update is not least due to normative
limitations. In this context, the late minister Eberhard van der Laan said N@#ournaalnewspro-

gramof 4 September 2009 that the cabinet is not interested in putting people along the yardstick of

euros. The then director of the CPB, Laura van Geest, stated in an intémfieln't think you should

talk about refugees and start calculating somethéingnd Klaas Dijkhoff stated in 2016 as State Secre-

tary for Security and Justice in response to parliamentary questibas the government does not

evaluate citizens, but policgountryo2 NA IAYy A& LISNBR2YFf RFEGF GKFGZ A
2F GKS NHzZA S 2F L¢3z Aa y20 NBESOryd G2 Yzald LRfA

There are threeunderlyingg often implicit¢ arguments that play a role in thisine should not calcu-
late the value of a human li@¥ne should not blam the victimQand Une should not play into the
hands of the extreme rigk# None of these three arguments makes sense upon closer consideration.

Letsbegin with the argument that one should nalculate thevalue of a human lif@lt is sometimes
noted that it would not be ethically acceptable to calculétie costs and benefits of immigrants. Hu-
manitarian reasons and human solidarity would oppose this. This argument is already vetg easy
refute for immigrant workers because their arrival is often defended on the basis of economic self
interest. But it doesn'treally make sense for familymmigrants and refugees either. Few residents
would welcome immigrants at any cost, for examgdiar, whom it does not matter whether immigra-
tion reducestheir income by amallpercentageor cuts their income by a quarter.

When assessing policy measures, costs and benefits are always weighed, whetheltyropbiplic-
itly. The introduction of new medicines in an insurance package afle¢yameasures at trairossings
the legal regulations for working conditions, the height of sea dikes, the expenditure oncdefba
installation of crash barriers along motorways, the list can be expanded effortl@$sdyonly real
choice that can be made is between implicitague and unspecified, with one's head in the sgnd
and eplicit, but with a clear awareness of the limitations of such calculatdfesopt for the latter.
Everyone is free to want to spend a lot or little on road safety, nature managementearting

1 The CPR in full CPB Netherlands Bureau for Economic Policy Anglissthe main research institute for eco-
nomic policy analysis and policy advice in the Netherlands. In that capacity, it advises the government and regu-
larly produces economic forecasts and repohtsmigration and the Dutch Economas the first and so far only

report on the economic effects of immigratioRoodenburg, H., R. Euwals & H. ter Rele (2003)

2 De Volkskrant22October2015

SAanhangsel Handelingen 2015/16, 3502 retrieved 11-12-2020 from: https://zoek.officielebekendmakin-
gen.nl/ahtk-201520163502.html

4Van de Beek, J. H. (2010)
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refugees. Ultimately, that revolves around political consideratitnsthis should be doneiith aclear
view of the costs and benefits.

Having insight into the costs and benefits also invalidates the other two arguments against calculating
the costs and benefits dgmmigration. If the costs and benefits mimigration are known and contin-
uously monitored, it is to be expected that the government will also focus more on successful immi-
gration, for example by setting up a more selectimenigration policy likehat of Australia or Canada.

In these countrieghere is a selective immigration politlyat is quite broadlysupported by the popu-
lation.

It can be expected that an admission policy that has a positive effect on the host society also contrib-
utes to the prosperity and webeing of the immigrants, after all, one will select those immigrants with

the greatest chances of soegxonomic and socicultural integration. But if immigration policy has a

positive effect on both thexistingpopulation and the immigrants, this will also positively influence

the existingpopulationis viewson immigration policy. This reduces the chances of blaming the victim
because there are fewer immigrants who are doing badly and if there are protieeigamefallson

the failingg insufficientlyselective¢ immigration policy. A logical consequence is that political parties

that want to capitalize on dissatisfaction with tiremigration policy will receive less ammunition as a

result, so the hackneyed argumett Wy 2 . LJ | @ Ay(2 (KS duhafeRaithe2 ¥ (KS
may meary, falls apart

There is one big but: the current immigration policy can hardly be made selective without a fundamen-
tal policy change. The reason is that the Netherlands is not sovereign when it comes to immigration.
Immigration policy has been extensively internationalized pmidlified. International treaties such as

the UN Refugee Convention and European regulations and treaties largely determine who is or is not
admitted to Dutch territory. This is probably an important explanation for the taboo on calculating the
cods and benefits ofmmigration referred to above. Policymakers know that change is very difficult
and involves major political risks, and so they view the topic as ywhblic administration expert
RingelingO f f & | WLINE K A 0.5eitiSgRabbdg i§ simIg oné df theSdell df thelekeRie

of power.

Our hope is that this report will help to overcome this normative barrier and that it will lead the
knowledge institutes in the NetherlandsStatistics NetherlanddCBS)CPB SCP, WODC, NIDI and PBL
¢ to set up a continuous policy monitor fanmigration policy in general and the admission policy in
particular. Thisimmigration monitorshouldpay ample attention to thdiscalcosts and benefits and
other economic effects of immigration.

For the time being, we do not hawhis immigration nonitor, but we do have the™ edition of our

report. In this edition, some changes have been made tolthedition. In general, these are minor
additions, improvements and clarifications. A few matters, such as the revisidbabd¢9.4 and the
resulting recalibration of §9.12, are of a more fundamental nature. Some additions proved necessary
during the writing of the English translation. For example, much attention has been paid to explaining
the Cito scoreand the peculiarities of the highly stratified Dutch school system. A number of other
changes were inspired by feedback from scholars. For instance, the sensitivity analysis in 86.5 has been
extendedand the explanatory notes in the Technical Appendix have been considerably expanded. For

SRingeling, A. (1989)



practical use by policy makers, some tables with the most important variables from Chapters 8 and 9
have been added at the enBlor the sake of readability, 89.13 from th&ddition has been split into

two new and completely rewritten paragraphs. The new 89.13 shows that 'net contribution to the
treasury'q the core concept from the current repoctis about more than just money: net contribution
summarises in one number a variety of integration indicators, ranging from education and the labour
market to benefits and crime. It also explains that remigration involves 'negativeeetition’, with

the Dutch welfare state acting as a kind of 'reverse welfare magnet': immigmdoatsntegrate poorly

tend to settle in the Netherlands for a long time or permanently, while immigrants who score well on
integration indicators often leave again quickihe rew §89.14 shows that among secegédneration
immigrants, a large cultural distance between the Netherlands and the parents' country of origin is
associated with a lower net contribution to the treasury, even when correcting for education level and
Cito scoe. However, despite these changes, the main analyses and main structure refptbré re-
mained largely unchanged.

The problem of the current high inflation rate should not go unmentioned here. All amounts in this
report are expressed in 2016 euros. In the meantime, the euro has lost much of its purchasing power.
At the time of writing, a representative shoppiiasketzosts roughlhaquartermore than in January
2016% However, we have refrained from correcting all amounts for inflation. Those who wish to do so
can raise the amounts themselves in line with the inflation figures in force at the time. In view of infla-
tion, it may be more robust to express the net costromigration as a percentage of gross domestic
product (GDP). As described in 81.1, the fiscal impact of immigration over the perio@@09%s on
average 3.8% of GDP, more than twice the current fiscal impact of ageing.

Moreover, we would like to express our gratitude to a number obple and organizations without

whom this report could not have been realizédrst of all, we would like to thank Prof. Harrie Verbon,

Dr. Roel Jennissen and Dr. Jan te Nijenhuis for their valuable feedback on parts of the report and the
Technical Appendix.

We would also like to thank Statistics Netherlaii@8S)where we were allowed to work with Statis-

tics Netherlands microdata (under strict conditions and in a digitally secured environment). These are
very detailed, anonymised data from all Dutch people, which offers unprecedented opportunities to
perform anayses. In the Netherlands, we can rightly be proud to have a statistical institute that makes
this possible.

Furthermore, a few words about the Renaissance Institultich financed a limited part of the costs
forthe BSRAGAZ2Y ® t S2LX S a2YSiAYSa KSINE WgK2 LI e&a R!
paying agencies on research results. A recent scandal, for example, involved the iffflofetiee

6 CBSstatline,  Consumentenprijzen; prijsindex 2015=100 retrieved 131-2023 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/83131NED/table?dI=7A4E1

"The Renaissance Institt is the scientific bureau of the Forum voor Democratie.

8 With regard to this matter,He investigation committee WODClatesY G hy GKS ol aixa 2F Ada
committee concludes that in the relationship between the WODC and policy departments of the Ministry of
Justice and Security, the balance between proximity and independence has been disturbed. On the one hand,
policy and research are too much intertwined. On the other hand, the independence of the research is insuffi-

OA Syt e e Heitoghetab @e)gpLl
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Ministry of Justice and Security on WOD&earchers. However, the Renaissance Institute has never
had any substantive involvement with the results of our investigation or the content of the report. Nor
have they ever attempted to influence content in any way. The final report wascthast siould be

¢ written with complete independence.

Finally, we would like to thank the University of Amsterdam (UvA) who hosted us for our research
project. Two of the researchers were seconded to the UvA. The UVA also advanced the $tatis-of

tics Netherlands (CB8jicrodata for the Renaissance Institute. Unfortunately, the UvA did not react
positively to the publication of thé*' edition. The UvA was of the opinion that we had wrongly used
the UVA logo on the report, while this was the result of contractual obligations to pulhster own
namez; i.e. the name of the UvAwhich the university itself had entered into with the CBSaGthor
professoremeritus Joop Hartog received an ultimatum at 9:30 p.m. on the day of publication: "If the
[logo] is still there tomorrow at noon, | will request the personnel department to immediately termi-
nate your hospitalitfguest appointmerit" The next day, the threat after decades of loyal service to

the UvA and a glorious academic careavas carried out. Joop Hartog was atlposedas chairman

of a number of already planned PhD ceremonies. This very sordid affair even made it into the national
pressi®In the end, the UvA was unable to present any valid arguments as to why the logo should not
be on the cover of our reporaind the withdrawal of Joop Hartog's guest appointment was reversed
but no public apologies were forthcoming. The whole affair underlines how sensitive the subject of
study of this report still is and thus also the necessity of this report.

Zeist April 2023

Jan van de Beellpop HartogHans Roodenburand Gerrit Kreffer

%4 ¢KS {OASYUGATAO wSaSINDK yR 520dzySyidldAaz2y / SyuiNB
tice and Security. The WODC conducts its own independent scientific research or has this done by recognised

institutes and universities, in support¥o LJ2f A O0& | YR ke¥ievedS ¥-8-2001 fiok:2 Y ® ¢ 3

https://www.wodc.nl/
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The policy relevance of the current report is confirmed by the regularly appearing demographic
ageing studies from the CPB Netherlands Bureau for Economic Policy Analysis in which the impact

of demographic changes (births, deaths and immigration) on tstagability of public finances

and welfare state is also calculated using exactly the same method (generational accounting).
Current report shows that the negative impact of immigratoexpressed as a percentage of the

gross domestic product (GD@pver the period 20152019 was on average more than twice as

largeas the current impact of demographic ageifignat makes it all the more remarkable that so

little attention is paid to the consequences of immigration on public finances.................45

¢t KS W¢ KANR 5 SY 2c3hdPphelforhebon ¢hallthy elatiiersiage Qf the population

with an immigrant background is steadily increasing due to a combination of low native fertility

and high immigratiorg means that the implications of immigratiam public finances will become
increasingly relevant to POliICY OVEr tIMe..........uuiiiiiiiiiieee e 54

Population growth and the contribution of immigration to it is not yet part of government policy,
although some public discussion is underway. The policy relevance is evident because due to the
existing high population density, population growth affectskalds of major policy themes, such

as housing shortage, traffic congestion and environmental paliCy............cccccccvvvvrrrnnnnnee. 70

The net costs of noliVestern immigration averaged about 27 billion euros per year over the-2015

2019 period (euros of 2016), while Western immigration was roughly budget neutral...131

In 2016, the realized net impact of immigration on public finances amounted to 17 billion euros.

The group with a noiwWestern immigration background received a net amount of 18 billion euros
FNRY GKS (GNBlFadz2NE AY Hamc I Eblbiloyeumpsyweas aled) LIS NE :
0@ G(GKS 3INRBdAzZL) oA GK 5dzi OK 0 OfschdNd@tdaWReserninondgdzti ¢ m 3 H
GA2y oFO13aINRdzy R 6SNB ySi O2y(iNRARoOdzi2NBR F2NJ epnn
(LR[S IR (=T F] Y2 PP PPPPRPP 127

If immigration remains at the 2018019 level in terms of size and cdmnefit structure, the an-

nual budget burden will gradually increase from 17 billion euros in 2016 to about 50 billion euros

per year in the long run, a threefold increase that the welfare state most likely wouldn't survive.

If chain migration is taken into account, only labour immigration from North America, Oceania,
the British Isles, Scandinavia, Belgium, Luxembourg, France, Germany, Austria, Switzerland, Italy,
Spain, Israel, India, Singapore, Taiwan, South Korea and Jepameguivocally positive.... 118

The registration of the immigration motive by the Immigration and Naturalisation Service IND
often does not reflect the actual behaviour of immigrants and the benefit dependency among
registered study and labour immigrants from countries such as Africdreniliddle East is im-
ProBABIY NIGN ... e 114

Just because immigrants work does not mean that they automatically make a positive net contri-
bution to the treasury, as the immigration from Central and Eastern Europe shows. This belies the
sometimesKk S NR y20A2Yy GKI G WAQG NGdNGE a@2N)BIOQEH & 2y
The net costs of immigration are mainly the effect of the redistributive effect of the welfare state
towards lowskilled immigrants and, for the time being, policymakers seem to be choosing de

facto to absorb those costs by phasing out the welfare state............ccccvvviiiiieiiieeinnnn.. 146
Even in a scenario that is based on an admission policy that is much stricter than the current legal
frameworks allow, immigration is logsaking for the Dutch treasury..............ccccceecnnnnnes 146

In order for immigration to work out positively for the Dutch treasury, it is necessary not only to
manage the numbers, but also to strictly select people based on human capital, in particular edu-
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Brief summary

¢ KS NBLR2NI a. 2 NRelawin&theicosts Srid BanadilS of aminigréatiSré for the Dutch
treasury. It is an update of the public finances part of the immigration study o€®Econducted in
2003.

Theessencef the applied method is that the costs and benefits of the enmtmaininglife course of
immigrants are mapped out. We call the benefits minus the costs the net contribution. The calculations
are based on anonymous data of all 17 million Dutch residents. The Dutch population is growing due
to immigration. Of theover17 million Dutchresidentsat the end of 2019, 13% were born abroad (first
generation) and 11% were children of immigrants (second generation).

Government spending on immigrants is now above average for items such as education, social security
and benefits. Immigrants, on the other hand, pay less taxes and social sgrartiums on average.

When added together, the net costs of immigration turn out to be considerable: for immigrants who
enteredin the period 19952019 alone, these ar400 billioneuros an amounin the order of magni-

tude of the totalDutchnatural gas revenues from the 1960s onwards. These costs are mainly the result
of redistribution through the welfare state. Continuing immigration with its current size and cost struc-
ture will put increasing pressure on public financéartailment of he welfare state and/or immigra-

tion will then be inevitable.

The average costs and benefits of differanmigrant groups differ greatly. The repgtesentsthese
differencesImmigration for work and study from most Western countries and a number of\Weist-

ern ¢ especially East Asiarcountries show a positive outcome. All other forms of immigration are at
best more or less budget neutral bave anegativeeffect on the budgetThe latter applies especially
to the motives family and asylum.

The educational level of immigrants is very decisive for their net contribution to the Dutch treasury,
and the same applies to their children's Cito scores (scores orpaib0scale for assessing pupils in
primary education)If the parents make a positive net contribution, the second generation is usually
comparable to the native Dutghopulation If the parents make a strongly negative net contribution,
the second generatiomsuallylags behind considerably as wdlherefore the adageit will all work

out with the second generatidiloes nothold true.

Immigration is not a solution to populaticageing If the percentage athoseoverthe age of70is to

be kept constant with immigration, the Dutch population will grow extremely quickly to approximately
100million at the end of this centuryRopulation geing is mainly dejuvenation. Far fewer children are
being born than is necessary to maintain the population. And immigration does not soldejthe-
nation. The only structural solution is an increase in the average number of childuethermore,
immigration does not seem to be a viable way to absorb the costs of populatiemg This would
require large numbers of abovaverage performing immigrants with all the consequences for popu-
lation growth.

Immigrants who on average make a large negative net contribution to public finances are mainly found
among those who exercise the right to asylum, especially if they come from Africa and the Middle East.
The total population in these areas will increasanfr1.6 billion today to 4.7 billion by the end of this
century. Maintaining the existing legal framework, in particular regarding the right of asylum, does not
seem a realistic option under these circumstances.
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Summary

Thereportd . 2 NRS NI S a & dealSwith thdddnseryiiehcésSE immigration for Dutch public
finances.It focuses on the fiscal costs and benefits of immigration, that is, the costs and benefits of
immigration for the Dutch treasuryt answers the following questions:

9 What are the fiscal costs and benefits of immigration by immigration motive (labour, study, asy-
lum and family immigration) and by region of origin?
1 To what extent can immigration provide a solution to population ageing in the Netherlands?

The current report is an update of thblic Sector chapter of the reportmmigration and the Dutch
Economy2003) by theCPBNetherlands Bureau for Economic Policy Anal@GRB)Both reports de-
ploy the method of generational accounting to calculate the net contribugaavenues minus ex-
pensesg of immigrants to public finances, measured from the moment of their immigration to the
time of repatriation or death. This net contribution is the key concept of the current study.

The study uses microdateom 2016 provided by Statistics Netherlandbese are very detailed, anon-
ymized data of all 17 millioDutch residents, including about two million people with a fgeheration
immigration background andlmosttwo million peope with a secongyeneration immigration back-
ground.These microdata are combined wigheconomicprojection to 2060 for theCPBUpdate Me-
diumTerm Forecast 2013021

Total costsand benefits

The Dutch population is growing due to immigrati@i.themore than17 million Dutch inhabitants at

the end of 2019, 13% were born abroad (first generation) and 11% were children of immigrants (sec-
ond generation). Currently, per capita expenditures on immigrants are significantly higher than on
Dutch native people in areasich as educatiorhealthcare, justicesocial security andllowances
Moreover, immigrants pay fewer taxes and social security premidie.main findings for the net
contribution (berefits minus costs) of the first two generations together are giwemable0.1. The

total net cost of immigration was on average 17 billion euro per year over the period2(295(i.e.

on average for immigrants arriving in a calendar yady)comparison, that is as much as the govern-
ment spent on defence and unemployment benefits combined in 2016. In 2016, net costs peaked at
32 billioneuros partly due to the¥efugee crisiQ The total cost over the 1998019 period was 400
billion euros, an amount of theame order of magnitude as the total Dutch natural gas revenues from
the start of extraction until 201Based oriorecasts from Statistics Netherlandke report estimates

the total cost of immigration for the next two decadats600 billion eurod policy remains unchanged.

Table0.1 Total costs for the public sector of immigration from 12880 in billions of euro, including the costs
for the second generation (rounded to multiples of 20 billion euro).

Net costs of immigration (billions)

Period Subtotal Total
19952009 €200

20102019 €200 +

Total 19952019 €400
2020-2040(forecast) €600 +
Total 19952040 (including forecast) €1,000
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Costs and benefits by imigration motive and region

The net contributions of immigrants varjable0.2 shows net contributionsf immigrantsg including

the net contributions of their children (the second generatigqiN® dzy RSR (2 Ydzf G ALX S&
There are large differences between western andma@stern immigrants. On average, western im-

migrants make positive contributions efH p = 1 1 N -wesieR imyhigrghts cost H T p JWitinn

the western and noswestern categories, however, there is a lot of variation.

Immigration from most western regions is positive for the treasury. In particular, immigrants from Ja-
pan, North America, Oceania, the British Isles, Scandinavia and Switzerland make a substantial positive
contribution of arounde H n n Per immigrant. Immigration from Central and Eastern European
countries costg p n 2 exeluding former Yugoslavia and the former Soviet Union. The latter two areas

of origin mainly involve asylum migrants who make a substantial negative contributomagé n.Z 1 n n

Immigration from noAWestern regions tends to be negative for the treasury. This is especially true for
the regionsCaribbean, Middle East (including Pakistan and Turkey) and North, Central and West Africa
(netcostsoE HnnXnnn {Noroeca @ p & mPamlihe Horn of Africa and Sudand 1 n)x n n n

There are substantial differences between groups with different immigration motives. Only labour im-
migration generates a positivaveragenet contribution ofe MH p = nn n LISNdy miyratiana NI y 0 ©
Ozada + ySi etvpInnn 2y | @SNIaSp Eerdinvrfigiadt onvakeB NI (G A 2 y
age The net cost of asylum migration averages T p = nnn LISNJ AYYAINI yi P

Tabk 0.2 Average net contribution of immigrants to public finances, by immigration motive and region, including
GKS O02ad FT2NJ GKS aSO2yR 3ISHOONI GA2y ONRdzyRSR G2 Ydzf GAL

Migration motive Amount
Labour immigration + €125,000
Study immigration C €75,000
Family immigration ¢ €275,000
Asylum immigration ¢ €475,000

Region Amount
Westernaverage + €25,000

Japan, North America, Oceania, British Isles, Scandinavia and Switzerland +  €200,000
Central and Eastern European EU countries C €50,000
Other EU countries (excl. British Isles, and Scandinavian EU countries) + €50,000
Former Yugoslavia and the former Soviet Union C €150,000
NonWesternaverage C €275,000
Southern Africade factoRSA) +  €150,000
Israel + €50,000
Morocco C €550,000
Horn of Africa and Sudan C €600,000

Immigration motivecombined with region Amount
Labour immigration from Japan, North America and Oceania +  €625,000
Asylum immigratiorirom Africa ¢ €625,000
Study immigratiorfrom the European Union (including UK) + €75,000
Study immigratiorfrom Africa ¢ €250,000
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C2NJ Fff AYYAINIGA2Yy Y20A0Saz 2 SaidSNWestkryiihmia NI yia
grants.t KS RAFTFSNBYOS A& FLIINRPEAYI 4GSt & andevprzsnmmn FR2N
asylum and family immigrant$he largest positive net contributione ¢ H p g is made by migrant

workers from Japan, North America and Oceania. The largest net tobta 2 € ¢isifor Asylunm

migrants from Africa.

In isolation, only two categories seem favourable for Dutch public finances: study immigration from
the EU andlabour immigration fromWestern countries (except Central and Eastern European coun-
tries), Asia (except the Middle East) and Latin AmeHcavever, if one takes into account the cost of
family migration ¢hainmigration), only labour migration from North America, Oceania, the British
Isles, Scandinavia, Belgium, Luxembourg, France, Germany, Austria, Switzerland, Italy, Spain, Israel,
India, Singpore, Taiwan, South Korea and Japan is unambiguously positive from a treasury perspec-
tive. Study migration from the EU and EFTA, taking into acataimigration, is likely to be roughly
budgetneutral or slightly positive. Study and labour migration from the rest of the world is at best
budgetneutral and mostly negative, surprisingly sometimes very negative, given the motive reported
to the Dutch Immigration and Naturalisation Service (INEgmily migration also, almost without ex-
ception, represents moften substantial drain on the Dutch treasury. Asylum migration is very costly

in all cases.

There is a large and growing group of immigrants whose immigration motives are unknown. For a
considerable part, these are people who would not state a reason for immigration because they have
already acquired the Dutch nationality.

Costs and benefits by generaticand the importance ofducation and test scores

ForDutch residents without an immigration backgroufmtive Dutch), the costs and benefits are
NRdzaKfte Ay oFflFyOSd Ly 20(KSNI g2 NRedelectorKpblidic fik NB | LJ
nancesof personswith a seconejeneration background whaa wellintegratedc i.e., with a level of

education and labour market performance very similar to native Dutch pepjdeherefore alsap-
proximatelybudget neutral.

Immigrant groups of which the first generation yields substantial net benefits usually do not show the
same outcome for theecondgeneration. That generatiog although well integrated; is usually
roughly budget neutral.

Migrant groups of which the first generatidras a(considerablg negative net contribution, usually

have asecond generation that also hagsabstantialnegativenet contribution. For those groups, the

net present value of the net contribution of future generations will not offset the costs for the first
generationt KS 1ljdzA G S O2YY2 Yy inpieveir vy ( KdziidzNJs KAFAENIGAX 2y 4 Q
apply when it comes to the costs and benefits of immigrants.

There is a substantial correlation between ri& coursecontribution and educational attainment
LYYAINIyida gAGK I YFadSNH&E RSINBS YIS HwestR2aArAldAiAog
SNYU S582n16HB6SAGSNYO | 3 ANBAzy RBRp SAAN ( Z 2z K & L0 S
ANF YyGa 6AGK G Y240 LINAYFNE SRdzOb 648 §NWBD®G2 (K6
66SaltSNYyO 2SN (KSA N5WMKE hafvedh poditiBenet ConthibudioeduRes 1 2 € H 0
the immigrantto have at least a bachelor's degree or equivalent education, or skills that enable him

or her to generate an income comparable to someone workingo@thelots level. That the
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Netherlandsg unlike classic immigration countriedhardly selects on education levaahd skillcauses
a large part of the net cost of nélWestern immigration.

Furthermore, a robust correlation exists between net contribution and scores on ticalEm\€ito's
Endof-PrimarySchoolTesQa 50point student assessment scale for primary educatidatives with

the highest Cito score make a positive net contributiorfrofinded)e o n n Z nnn I @brsd § KS A NJ
bl iA@Sa sAGK (GKS t2¢Sad / AdG2 ao02miBhe @da&tammon ySi ¢
CitoscoresaonelJl2 Ay i KAIKSNI / AG2 a02NB LINRPOPARSA NRdAAKE &
couse. For people with a secofgneration migration background, there is a similar relationship be-

tween Cito score and net contribution, albeit at a considerably lower |&hel net contributions of

0KS 6SaGSNYy a4SO2yR 3ISYSNIGA2Y NB 2y | @SNI IS | 62
score. Thenows SaGSNYy &aSO2yR 3ASYSNIidA2y 2y @SN 3IS SPSy
than natives with the same Cito scorBtese differences are not caused by the Dutch education sys-

tem, because immigras with a certain Cito score hardly differ from natives with the same Cito score

when it comes to final educational attainment. Healifferences arise after education, in the labour

market.

There areconsiderabldaifferences in Cito scores between regions of origin and also between immi-
gration motivesFor the second generation, Cito scores and secondary school performance are low for
Turkey,Moroccq Caribbean, (former) Netherlands Antilles, Suriname and much of Africa. High Cito
scores and school performance are found among children from segendration migration back-
grounds in East Asia, Israel, Scandinavia, Switzerland and North America.

Children of migrants with migration motives involving explicit selectide. work and study, have
significantly highe@to scores than children of migrants with other migration motives such as asylum
and family. When further broken down by western and aeestern, only children born in the Neth-
erlands to western study and labour migrants have higher Cito scores thansative

The net contribution of first and second generation immigrants is strongly related to the average Cito
score in the group of origin. This is true for the Cito scores of Bhtoh seconegeneration children

and also for foreigiborn firstgeneration immigants who come to the Netherlands before the age of
twelve.

The Cito scores of firsaind seconegeneration children are further related to the educational level of
their first-generation parents. Partly for this reason, a disadvantage in the first generation almost al-
ways has a strong impact on the net contributiof the second generation. However, there are some
exceptions to this. Among older Chinese immigrants, the first generation had, on average, a low level
of education and income, while the second generation is doing very well due to exceptionally high Cito
scores and school performance.

Cito scores of successive generations are strongly correlated. On average, there is progress with each
generation and the differences with natives become smaller. However, with ver@itowcores, dis-
advantages sometimes prove to be persistent: in the five-fiesteration groups with the lowesiito

scores, even by the third generation, on average less than half of the disadvantage hadaegr

upQ @
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In the transmission of disadvantages to the next generation, the proportidthiaed relationshipQ

plays a major role. Especially in groups where the first generation entered Dutch society at a consider-
able disadvantage, secofgeneration children with &hixedparent coupl€X; i.e. one parent born in

the Netherlands and one parent born abroadften have significantly higheZitoscores. In the third
generation, one parent with a Dutch background has a similar positive effect. Among Antilleans, for
exanple, a significant rise in Cito scores across the generations coincides with a high proportion of
mixed relationships. In general, higher Cito scores have a positive effect on the net contribution to the
treasury via educational attainment and labour marlperformance.For some secongeneration
groups, the difference between one or two foreigorn parents amounts to a few hundred thousand
euros.If the Dutchborn parent is a native, the favourable effect is usually much greater than if the
Dutchborn paent has a migration background themselves.

Net contribution as an indicator ointegration

Net contribution is about more than just money. The net contribution sums up in a single figure a
variety of integration indicators. Net contribution correlates strongbgitively with income from own

work or business and negatively with benefits received. There is also a strong correlation with taxes
and contributions paid and with rent allowance, child allowance and child budget received. Net con-
tribution is further stongly related to educational level, Cito score and education costs and to partici-
pation in¥pecial needs educati@Qeducation intended for children with physical or mental disabilities,
low 1Q, developmental and behavioural disorders and the like. There is also a strong correlation with
healthcare costs and costs of crime, police and justice. These correlationsrctmedrst and second
generation and, in the case of Cito scores, even tird tleneration. Finally, there is a correlation with

the chance of remigration, the proportion of secegdneration children born from mixed relatio

ships and thééultural distanc€between the Netherlands and the country of origin.

Greater®ultural distancé&xorrelates with lower chances of integration

It is possible to measure tHéultural distanc€between the Netherlands and the country of origin on
the sacalled®ultural values ma@ This is a map based on the results of the World Values Survey, a
large-scale and longerm survey of values and norms in a large number of countries. It turns out that
this cultural distance is strongly negatively correlated with all kinds of integratitinators such as
education level, Cito score and net contribution to the Dutch treasury. The further away thescofitu

a migrant group is from Dutch culture, the lower the score on net contribution and all kinds of other
integration indicators. This also affects the second generation born, raised and educated in the Neth-
erlands, with the group with the greatest cufal distanceg the socalled Africanislamic clusteg
having a net contribution almos$ivo hundred thousand euro®wer than one would expect based on
education and the like.

Remigration opportunities: the welfare state acts asd&verse welfare magne®

Differences in educational attainment and cito scores between groups arise through historical coinci-
dence and processes of (self)selection. Negativessddiction in remigration further exacerbates ex-
isting differences, because it is precisely groups wikbw net contribution to the Dutch treasury and

a large cultural distance to the Netherlands that tend to stay in the Netherlands for a long time. These
are also the immigrants who score poorly on all kinds of integration indicators: low income, low edu-
cation level and ditto cito scores, high benefit dependence enrde rates and so on. The Dutch wel-

fare state thus acts as‘teverse welfare magnéthat tends to'Hold orf2o immigrants with a negative

net contribution, while immigrants who score well on integration indicators often leave quickly.
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Immigration as a demographic solution to the problems of population ageing

Like many Western nationthe Netherlands has an ageing population. There are incidental elements
to population ageing, such as the baby boom, but also a structural eleyrserth as rising life expec-
tancyandespeciallya persistently low fertility rate. For almost half a century, the average number of
children per woman has been around 1.7, well below the replacement level of approximately 2.1
needed for a constant population siZEhis causes every new generation todoealler in size than the
previousone, resulting in a dwindling share of young people in the population, a process sometimes
referred to as dejuvenatiorit also leads to an increase in the-called grey pressure, that is, an in-
crease in the ratio betweepeople over the age &5 and peoplédetween20 to 65 yearsf age

Fully n line with the literature, this studfound that solvingageingoy means oimmigration resembles

a pyramid or Ponzi schema. simulation shows that eveancreasing numbers of immigrants are
needed to keep the Dutch grey pressurthe ratio of people over 70 to people aged 20 toc/7& the
2020 levelThis results in significant population growt@0million inhabitantsy the end of this cen-
tury, andonebillion inhabitantsby the year 2200A pension age 6f0 has been assumed because the
state pension age in the Netherlands is slowly rising to 70.

Immigration does not provide a stable solution to population ageing because the underlying problems
of rising life expectancwynd low fertility are not resolvedOn averagethe fertility of immigrants is
below the replacement level as well, partly becaimenigrantsfrom highfertility groups adjust their
fertility downwards over time, and partly because immigrants from most countries in the Americas,
Europe and Eastern Asia already have low fertility rditeime, life expectancy will also trend towards

the Dutch level.

Immigration as a solution to the financial burden of population ageing

Due to the increasing ageing of the population (the grey pressure), the costs for healthcare and state
pensions are rising rapidlyhe current study challenges the idea that it is possible to absorb the addi-
tional costs of an ageing population through ingnation.

Immigration as a means of absorbing the costs of an ageing population encounters the same practical
objection as the strategy of immigration as a demographic solution to the ageing populasdioe]y

strong population growthA simulation shows that closing a permanent financial gap in public fi-
nancesof 2.5% of gross domestic product by admitting labour immigrants with high economic poten-
tial would leadto additional population growth of to 10millioninhabitants in the period 2020
2080.The exact populion growth depends on the extent to which the inevitable family migrants con-
tribute positively or negatively to the Dutch treasury. Based on the current net contribution of family
migrants, 10 million additional population growth is much more likely thanillion.

In addition, mass recruitment of higtotential immigrants may prove difficult in practice, as most high
net contributors currently come from countries that are themselves grappling with a rapidly aging pop-
ulation and/or trying to attract highly skilled migrants.

Future costs and benefits
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The findings in the current report and recent projections for immigration indicate the total cost of
immigration is expected to continue to rideor the period 20222040, the estimated total additional
costs offuture immigration amount to around 600 bidin euros

A slight increase in the share of asylum seekers would lead to a significant increase in futuié costs.
for example, the volume of asylum immigration from West Asia and Africa kept pace with the popula-
tion growth there, this alone would result in additial costs of approximately 64 billi@urosin the

years 202e2040.

A complicating factor is that the vast majority of the estimated costs are delayed entering the budget.
After all, it also involves costs for the old age; @it the time of admissiog often young immigrants.

This makes the realised annual budgetary impact of immigragibs billioneurosin 2016¢ steadily
increasing, partly due to irreversible past decisions. If immigration remains at theZZIBblevel in
terms of volume and net contribution, the realised budget seizure will rise to around 50 killios

a year.

A less negative or a positive fiscal impact of immigration can be attainedhisuequires afunda-

mental policy change. The present study calculates a restrictive scenario, in which labour immigration
mainly originates from Western countries (except Central and Eastern Europe), Latin America and Asia
(except the Middle East), in whithere is also a 50% reduction in family immigration and a 90% re-
duction in asylum immigratiorfhis scenario is highly selective compared to the current situation and
requires changes in international treaties, such as the UN Refugee Convéieertheless, even in

that case, immigration is not even budgatutral.

Policy implications

Thenet costs of immigratiorior the government areonsiderable, and projections show they will con-
sume a steadily increasing portion of the annual government buddetsecosts are mainly due to
redistribution through the welfare state. Continuation of the current level of immigragindcurrent
arrangements of the welfare statsill increase pressure opublic financesDownsizing the welfare
state and/or curtailment of immigration will then be inevitable.

Immigrationdoesnot appear to bea solution to populatiorageing eitherOn the contrary, calcula-
tions in this report show that the impact of immigratiqrexpressed as a percentage of gross domestic
product (GDPY over the period 2012019 was, on average, more than twice the current impact of
ageing. Current immigration is therefore making the problem worse rather than better.

In essence, ageing is mainly dejuvenation due to a low fertility rete. only structural solutiofor

that is an increase in the average number of children per womdhe Netherlanddo approximately
2.1.To compensate for rising life expectancy, one can increase the retirement age, but that is already
standing policyn the Netherlands

Nowadays, the consequences for public finartaslly play a rolén policy decisions on immigra-
tion. This could change if the type of calculations presented in this report were taken into considera-
tion. First of all, the results presented offer startingimts for the admission policy for immigrants from
outside the EU with the motivesiorkand WtudyQThe policies can relate to the size of these immi-
gration flows and selection of immigrant® proven predictors of positive outcomesuch asduca-

tional attainment. Other examples include cost estimates of specific policy propesalsas a general
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amnesty scheme, the number of invited refugees, approval of new EU adesssion of
new EUmember states and the opening of our labour market to their resideartsasylum seekers
guota assigned by the EU, the required compensation for alaveeage quta, et cetera.

The alculations may also offer a starting point for integration pol&wstudy of the net contributions

to our government, as described in this report, provides a good indication of the socioeconomic posi-
tion of various immigrant groupsndeed, the net contribution is about more than just money: it sum-
marises in one figure the most diverse integration indicators, ranging from education and the labour
market to benefits and criminalityNot only the integration of the first generation, but also of the
seond and third generation requires attention. As this report demonstraties,educational attain-

ment of the first generatioras well ashe school success of children of the first and second generation
are quintessential for positive outcomes.

Amore structural approacks tomonitor the costs of current immigration flows and to keep an ac-
count of the outstanding claims that immigrants have on the treasury. This brings us to the value of
periodic surveys of net contribution$he Dutch governmerhas not published data on net contribu-
tions to public finances of immigrants since 2008 can only guess the reasons for thlspefully,

this research will make it clear that this information is necessary for the foundation of policies and
insight inb future government spendingdn our view, the report fits well with thgearlygovernment

report Btate of Migratiogand the work of the State Commission on Demographic Developments 2050
(Staatscommissie Demografische Ontwikkelingen R08B0the consequences of changes in the size
and composition of the population in the Netherlands by +oéhtury.

Perspective

Immigrants that make on average a significantly negative contribution to Dutch public finances are
mainly those who exercise the right to asylum, especially if they come from Africa and the Middle
East.The latest UN population forecast shows that the tgtapulation in these areas will increase
from 1.6 billion to 4.7 billion by the end of this centultyis not implausible that the immigration po-
tential will at least keep pacémmigration pressure, in particular on the welfare stateNuorthwest
Europe, will therefore increase to an unprecedented degrekis raises the question of whether main-
taining the operended arrangement enshrined in the existing legal framework is a realistic option
under these circumstances.

The current cabinet recently indicated to the House of Representatives how it views the existing legal
framework. Thiswas NS & LJ12y &S (2 | NBLERNI 2y |y aAy@Saidaari
so how, the 1951 Refugee Convention can be upd&tegrovide a sustainable legal framework for

GKS AYOGSNYyFGA2y Lt Faefdzy LREtAOE 2F (KS TFdzidzNBE o

This responsehows thatthe Dutch cabinetvants tomaintainthe existing legal framework for asylum
immigration ¢ despitethe large-scaleabuseidentified by the cabinetThe calculations in this report
leave no doubt about what this means in the longnterincreasing pressure on public finances and
ultimately the end of the welfare state as we know it todAychoice for the current legal framework
is, therefore, implicitly a choice against the welfare state.
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Glossary
12-part division See the ternregionalclassification

19-part divisionSee the ternregionalclassification
42-part division See the ternregionalclassification
87-part division See the ternregionalclassification

Age profileA profile in which, for a specific group of people, the value of a specific variable is given
separately for each year of age (from 0 to 100 years). Concrete example: average unemployment in-
surance premium paid for each age separately for a specific gidumimmigration profile is also an
example of an age profile.

Anglo-Saxon countries (region designatiofhe (Englisispeaking) countriethe United Kingdom, Ire-

land, the United States, Canada, Australia and New Zealand. In terms of calculations, these are the
countries in the regions dhe United Kingdonand Ireland, North America and Oceariarticularly

in the case of Oceania, there is also some immigration from other countries (notably Pacific island
groups), but its impact on the results is negligible due to its small size.

AOWThe old age pension scheme in the Netherlands provided by the state. It is unfundeas(pay
you-go), meaning that the pensions of the current elderly are paid for by the current working popula-
tion. On top of the AOW, many elderly receive a supplementansipn. These supplementary pen-
sions are funded, meaning that they are financed by past savings, collectively or individually.

Aruba and the (former) Netherlands AntilleBhis is a statistical category that Statistics Netherlands

uses for the islands of Aruba, Bonaire, Curacao, Sint Maarten, Sint Eustatius and Saba. On 15 December
1954, these islands became a country within the Kingdom of the Netherlands, called thelalaiker
Antilles. On 1 January 1986, Aruba separated from the Netherlands Antilles and became a separate

O2dzy iNBE 6AGKAY GKS YAYIR2Y 2F G(KS bSGKSNIFyRa |y

I NHz0 Is €reated. The Netherlands Antillesonsisting of the other five islandswvas dissolved on

10 October 2010. The Kingdom of the Netherlands now consists of four countries: the Netherlands and
the islands of Aruba, Curacao and Sint Maarten. The otheetistands; Bonaire, Sint Eustatius and
Saba, also known as the Caribbean Netherlapflenction as a special municipality of the Nether-
lands!!

Asian tigers (regionA name for some economically successful countries in East Asia, namely South
Korea, Taiwan, Hong Kong and Singapore. They are often mentioned separately in the main text be-
cause they are not (easily) visible on the world maps.

Asylum origin regiorA region where a relatively large number asylum immigrants come from. There
are fourset apart namely the region of Former Yugoslavia (excluding Slovenia and Croatia) and Alba-
nia, the region of the Former Soviet Union (excluding Baltic States), the region of Horn of Africa and
Sudan and the region of Afghanistan, Iran, Syria and Irag. The chasifiis in line with the existing

11 See Statistics Netherland§yoormalige) Nederlandse Antillean Aruba, retrieved 1%2-2020 from:
https://lwww.cbs.nl/nknl/nieuws/2015/52/invijf-jaar-tijd-ruim-3-duizendnederlandersserhuisdnaar-cari-
bischnederland/voormalige-nederlandseantillen-en-aruba
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divisions of Statistics Netherlands and the UN as much as possible. Of course, there are also other
countries and regions where asylum seekers come from.

Budgetary effectEffect on the government budget (public finances). In the context of the current re-
port this mainly refers to the net contribution of immigrants to the treasury. For further reference see
the termnet contribution

CBSSee the ternftatistics Netherlands (CBS)
CBS microdat&ee the ternStatistics Netherlands microdata.
CBSable populationSee the ternttatistics Netherlandsible population

CEE countries (regioithe EU countries in Central and Eastern Europe. The term comes from Statistics
Netherlands. In concrete terms, the current study concerns Estonia, Latvia, Lithuania, Poland, Roma-
nia, Bulgaria, Hungary, Croatia, Slovenia, Slovakia and the Czech Republic.

Cito distribution effectBoth education level and Cito score are strongly associated with net contribu-
tion. The higher the education level, the higher the net contribution (89.3). Similarly, the higher the
Cito score, the higher the net contribution (§89.4). One difference isttf@wvariable education level

has only a limited number of levels and the variable Cito score has 50 different levels. Thus, both Cito
score and education level are predictors of net contribution, but education level has a coisiEmnd

into levels. Both are measures of a person's school performance and cognitive ability, but the Cito
score provides more detailed informatidfin schooladvise the 5Gpoint Citoscale is broken down

into several intervals that are associated wicondaryschool levels (see the ter@ito scorg The
schooladviseis very decisive for the type of secondary school education and the eventual highest
achieved educationin turn, the highest obtained education is very decisive for the net contribution.

A bachelor and especially a master gives on average a high net contribution (89.3). The probability of
obtaining a master's is highest withV&/O advisgwhich is associated withGito scorén the interval
545550, in short theWWO adviséntervalQFor each origin group in the 4fvision into origin regions,

the distribution over all possibl€ito scorebetween 501 and 550 is known. This distribution is simply
called Cito-distribution. TheCito-distributions differ considerably between origin groups. In origin
groups with a high averadeito scorethe averageCito scoreof all students in th& WO advisinterval

is relatively high. In origin groups with low averdgjeo scores, the averag@to score of all students

in the VWO adviseinterval is relatively low. This effect is call€ito distribution effect, becausé
depends on theCitodistribution. This effect also occurs, for example, for tHHAVO advisenterval',

about which more below, but for simplicity we limit the explanation in the first instance to/iv©
adviseinterval. In the graph below, this effect is illustrated for tfég@eneration origin group with the
highest averag€ito scorgJapanM = 541.1) and for the" generation origin group with the lowest
averageCito scorgTurkeyM = 528.8). The meadito scoref all persons with a Turkisti®eneration
migration background and @ito scoran the VWO advisénterval is 547.1N = 3,147) Similarly, jer-

sons with a Japanesé“@yeneration migration background andZito scoreén the VWOadvisory inter-
valhave a mean Cito score 847.8 N= 167). The difference is 0.@to points. This is relatively large
compared to the width of th&/WO advisénterval of only 6Citopoints. The reason is a different dis-
tribution of Cito scoresFor 29 generationmigration backgroundapan, 40% haveGito scoren the

12 Another difference is that, unlike educational attainment, o scords a snapshot.
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interval 549550 versus 24% fof2generationmigrationbackgroundrurkey. For the interval 54546,
this is exactly the opposite: for"2generationmigration backgroundapan, 26% are in this interval
versus 44% for" migration backgroungeneration Turkey.

Cito distribution effect for Cito scores in the VV¥d@vice range (545
550), Cito scores from the reporting years 208 .8 for native Dutch
persons and persons with a second generation immigration background
in Turkey and Japan.

50%
40%
30%
20%
10%

0%

545-546 547-548 549-550

EHHw ISy o ¢ dzZNUSe 32% 24%
Native Dutch 35% 31% 34%
HHAw 3ASy o W LI26% 34% 40%

EH AHw 3 Sy dmNatigeNDutéhe mu Hw ISy o Wk LIy

All students with &dto score in theVWO advisénterval are presorted into the bachelorsnaster's
track, but in terms of averaggitoscore, there are thus significant grodjfferences, which are prob-
ably only partially reflected in educational attainment. In a regression of net contribution on education
level (see §9.14), th€ito distribution effect is a proxy for that part of th@to score that is not dis-
counted in education level. For pupils in the interval 81AVCadvis€br WAVO/VWQadvisgla Cito
scoreof 537544) something similar appk as for pupils with ¥WOadvise On average (unweighted)

for all pupils with a HAVO or HAVO/V\&@viseon the one hand and all pupils with a VVE@viseon

the other hand, thiitodistribution effect is at most about 0.74Gitopoints. Especially thé@to distri-

bution effect for HAVO and VWO students is important for the net contribution, because these are
school types that relatively often lead to a bachelor or master degree and the corresponding high net
contributions.

At its core, thedto distributioneffect consists of the fact that if one cuts two approximately normally
distributed groups with similar standard deviations and different averages into a number of isferval
then purely through the distribution over the different scores, group differences arise withinieach
terval. Something similar occurs, for example, with 1Q sctrébke table below shows IQ scores per
school level, broken down by home language: arich versus Dutch. Dutch also includes Frisian and
Dutch dialects and regional languages. The differences between pupils whose home language is Dutch
and nonDutch are vey significantespecially foHAVOandVWQ 8.8 and 7.8 IQ points respectively.
These differences are comparable to the difference in 1Q between the avetAy©pupil and the
averageVWOpupil. In comparison, the difference betweé&tAVCand VWOfor the group with Dutch

Bwith 1Q, the differences are expected to be greater because the citation scores are truncated on the right; the
maximum score of 550 is disproportionately common, much more common than the maximum score of a typical
1Q test.
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as their home language is 7.3 1Q points in the table below. These large differences are an additional
indication that correcting for th€ito distributioneffect when regressing on educational levelisti-
fied.

Difference betweenchildren who speak Dutch at home and those who do hot

Home language Home language
Dutch non-Dutch Differencein IQ en ttest
I
Schootype M SD N M SD N diﬁereni t daf p
VMBGOB 85,6 9,25 241 83,2 8,42 104 2,4 2,351 343 **
VMBGK 94,2 8,57 240 88,3 8,91 15 59 2,599 253 ***
VMBQOG/T 101,3 11,99 260 94,9 13,27 16 6,4 2,078 274 *
HAVO 111,5 10,57 140 102,7 11,38 54 8,8 5102 192 ***
VWO 118,8 9,08 528 111,0 9,40 91 7,8 7,582 617 ***
Weighted aver-
age 105,0 1409 96,9 280 8,0

* p<0,05; ** p<0,01; ***p<0,001
Hop, M., Van Boxtel, H. W., Bechger, T. & B. Hemker (2013) 6Talplg. 70

Incidentally, additional explanations are also conceivable for the group differences observed above. Te
Nijenhuis et al. mention (then) ovexrdvising(see the termCito underadvisng and overadvising of
immigrant children as a possible explanation for differences in school performance between immi-
grants and natives of the same educational level. In that case, immigrant children would relatively
often receivea higher schoobldvicethan native children with the same abilities, which could lead to
lower sdool performance and more school dropodfsRecently there seems to be no question of
over-advisingor underadvising immigrant$? Jennissen shows that on average, immigrants who enter
higher education are significantly less likelycomplete their educatiopand ifthey dg they complete

their educationon averagdater than natives® Among the possible explanations he mentions is an
average lower intrinsic and higher extrinsic motivation among students with a migration background.
High intrinsic motivation is related to study success. Another potential explanation could be that im-
migrants have less access to (material) resources for studgsmcmnd chancg(to start another study

after a failure)t’

Cito returnThis refers to the distribution over the different educational levels for a cei@imscore.

This term has been created in the current report to ascertain to what extent differences in net contri-
butions according to immigration background are produced in the education system or in the labour
market. The greater the relative share of the g education levels, the greater th@to return for

that Ato score. The total rate of return can then be determined as the weighted average of the rank-
ings in the &art division of the standard education classificatioB@Sof Statistics Netherlands. In
Chapter 9 this was done by weighting the net contributiyneducational level. See also the term
education return

4te Nijenhuis, J., de Jong, M. J., Evers, A., & Van Der Flier, H. (2004)

15 Onderwijsinspectie (2017pg. 10

18 Which in itself is another indirect indication thie objectively calculabl€itodistribution effect.
17 Jennissen, R. (2007)
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Citoscoret KA & NB FSNE i Qito EirfdtSetsiBasBavdiedls 2 G EAGHAYim &y School
Test®or End Test for short)rhe Cito End Test is a-p6int scaleg running from 501 to 55@ for the
assessment of pupils in primary education. The test is developed by the Dutch Cito organisation spe-
cialised in testing for educatio.The test is usually taken in the last year of primary school (age 11

12 years), hence the name. A peculiarity of the Dutch school system is that the primary school advises
students/parents as to what secondary education the student should purstiee highly stratified

Dutch school systenThisW & O Ed¥iédds based on the teachers' judgment and the Cito sébFar

this reason, Cito scores play an important role in the ultimate level of education attained. After primary
school, children can continue at threeain levels of secondary education. Roughbif continues at

0 KS dzLJLIS NYVaCROAW@sEcHed typd. 2! The otherhalf continuesat the lower secondary
WMBA & O K 2ThédVMBOBchd®I type in turn ifurther subdivided inthree levels the theoretical

G/ T-level (denoted as VMB@/TY? and the practicaK-level andB-level (denoted as VMB@& and
VMBGOB, andsometimes taken together as VMBEEIK)?® This results in fivenain school typegfor

more on the Dutch school system also see the t&tandard education classificatipiThe Cito score
isdivided intofive nonoverlapping scoréntervalscorresponding wittthe five mainschool typegsee

table below) ¢ KS G S OKSNAQ & épréssetl asla Rathbitaton of bchool dyfesd

hence overlappingito scorentervals)c for exampleHAVQVWQ see table below leaving open the
possibility to choose between the school tyggdVOand VWQ Transferring to another school type

may be possiblehased on the school resslachievedduring the first year(s) in secondary education
Although this gives some leeway, the Clst is fairly decisive in determining the highest level of
education a pupil will eventually achieve later in life.addition to thesdive main levels, two more

levels can be distinguishe@iheB-level can be combined with stalled LearningQupport (see corre-
sponding term in Glossaryor short LWOQ Furthermore OKA f RNBY A GK | WRAFTFAC
3Sy 0SS LINE T Ado-&led Rfacticaidudatin® (geR corresponding term in Glossdoy short

PRQ. All in all, this results in a highly stratified school system with six or seven levels, in which place-
ment is based on the teacher's judgement and more objective measures such &stdtiend Test

and/or an intelligence test (IQ tesffor LWOO and PRO mandatoryté&ting is part of the admission
procedure. For the five main school tygle widely usedCito End Test (or a comparable test) suffices.

18 Compare: Lek, K. (2020) pg. 1

19 Retrieved 21-2022 from:https://www.cito.com/we-are

20 Note: This report uses Cito scores from CBS microdata for reporting year2@086Starting from reporting

year 2015, the system of school counselling changed: "In 2014/2015, the way of school counselling changed. In
that school year, the importance ofi¢ Cito final test was curbed. Schools could now choose from several final
tests as well as the teacher's advice. The advice from the final test became a kind of 'second opinion’, only meant
to adjust the school's advice upwards if necessary". The effabisschange on the scores and the school advice

is probably limited, paly because it only concerns about 30% of the reporting yearspartly becausehe
differences are not very large anywanfong other thingbecause the teacher's advicealsobased on school

results in, for instance, the pupil monitoring system and those results are, of course, also strongly correlated with
the score on the End Test). Lek, K. (2021), compare Lek, K. (2020)

21 HAVGstandsis the abbreviation foklelior general secondary educati@ioger algemeen voortgezet onder-

wijs). VWOis the abbreviation fotre university educatiof(Voorbereidend wetenschappelijk ondenyife-

trieved 12-1-2022 from: https://www.government.nl/topics/secondareducation/differenttypesof-second-
ary-education/seniorgeneratsecondaryeducationhavoand-pre-universityeducationvwo

22The@ T-level is further subdivided iapurely theoreticalearning path(Tstands forTheoretica)l Y R I WY A ESRG
theoretical/practical leaning path (Gstands forGemengd= mixed).

23\/MBOis the abbreviation fogre-@2 O G A2y | f & S Qwgibheteitidhd nSddedz@dr herbebsbitier-

wijs), Retrieved 12-1-2022 from: https://www.government.nl/topics/secondargeducation/differenttypesof-
secondaryeducation/prevocationaisecondaryeducationrvmbo
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The Citolest is notmeant to bean IQ test (intelligence test). Cito even chose the scale 06501in

order to avoid the End Test being interpreted as an 1Q¥e&tcording to Cita which also develops
IQtestsc¢ the main difference is that in the End Test the focus is on achieved learning progress, while

in the intelligence tests also developed by Cito, the focus is on reasoning skills that are relatively little
influenced by what is offered at school. Nonetheless, the End Test correlates rather strong with the
W/ AG2 LyGaStfAaAaSyOS OidrdeligerticieSta/goRdeEBONdRMjZO FEINE2 Y Q 0
761 for agebased I@score and = .74 N= 175 for gradébased I O2 NB U I Yy Rintéligénse G KS W/
TestEndof-PrimarySchoolTesQCito Intelligentietest Eindtoets Basisonderwifs .72,N= 520 In

the Scientific justification of the 2010 End TesHumary Education researchesconclude on the basis

of several othesstudiesthat ¢End Tests and intelligence measures have somewhere between 50% and
60% of their variance in comméfi. Both types of tests are used to support the advice on placement

in secondary educatiariFor examplethe IQranges in the leftmost column ihe table belowcan be

used for advisory purposés.

Observed agdQ in pupils Cito range associ-

per schooladvice level* ated with IQ-range associ
Schooladvice & school type schoot school  ated with school
(bold) N % 1IQM) 1Q 6D advice? type? types
Practical education (PRO) [55-80]*
VMBGB with LWOO [75-90]° 70-86
VMBOB 18 350% 88,9 10,7 501-520 501-523 77-90
VMBGB/K 37 72% 89,1 9,0 519525
VMBOK 48 9,3% 96,7 9,2 524528 524528 85-98
VMBOG/ T 122 23,7% 100,6 9,1 529533 529536 95-109
VMBGG/ T/ HAVO 60 11,7% 1025 9,2 532-536
VMBGOG T/ HAVQ VWO 12 2,3% 107,9 10,8 535541
HAVO 63 12,2% 109,1 9,6 537540 537-544 99113
HAVQO VWO 87 169% 1144 9,7 540545
VWO 68 13,2% 120,9 8,8 545550 545550 107-125
Total 515 100,0%

1Hop, M., Van Boxtel, H. W., Bechger, T. & B. Hemker (20134 pg

2Van Boxtel, H. Engelen, R. & De Wijs, A. (2010), pg. 5!

3lQ-ranges Kot in square brackets) are derived from Hop, M., Van Boxtel, H. W., Bechger, T. & B. Hemker (2013), ¢
4For Practical Education (see corresponding term in Glossary) having an 1Q within the givegelQn square brackets) i
part of the admission criteria provided by legislation.

5For Learning Support (see corresponding term in Glossary) having an IQ within the giaegd@n square brackets) is
part of the admission criteria provided by legislation. Admission is also possible for pupils with an 1Q i 20er@dge if

thosemzLIA £ & K| @rPedgsbiaBly 2 ¥ A2y I LINRPO6f SY&aQd [ St NY Ay 3B, BudzL
can also be combined with other school types.

Cito TestSee the ternCito score

24 Cito (2014)Dossier Eindtoets Basisonderwijs 20Rétrieved 22-2022 from:http://docplayer.nl/1633326%
Dossiereindtoetsbasisonderwij2014.htm|

% Hop, M., Van Boxtel, H. W., Bechger, T. & B. Hemker (2018 pg.

26Van Boxtel, H. Engelen, R. & De Wijs, A. (2010), pg. 11

2"Hop, M., Van Boxtel, H. W., Bechger, T. & B. Hemker (2fffpare: Van Boxtel, H. W., & Hemker, B. T. (2009)
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Cito underadvising and ovesadvisingThe Cito score is used for the-salled'8chool advicgsee the

term Cito scory that is, the advice given at the end mimary school regarding the most suitable
school level for the secondary school. However, the Cito score is not the only determining factor for
this schooladvice the teacher's opinion also counts. Regula®achersadvicea school levethat is

higher or lower than the school level that results from the Cito sedwae Advising cigher level is
called®veradvia A ¢ndd&elvisinga lower level is calledinderadvia A yR8d@ntly, however, there no
longer ®ems tobe no moreover-advisingor underadvisingof children with a migrant backgrourtd

COAGCOA is short fo€entraal Orgaan opvang AsielzoekersEnglish: the Central Agency for the
Reception of Asylum Seekers. We have been responsible for the reception, support and guidance of
asylum seekers in the Netherlands since 1994. We support and guide them towards a future in the
Netherlands or abroad?®

CohortStatistics NetherlandRSFAYy S&a | O2K2NIi Fa F G3aINRdzL) 2F LIS2
(demographic) event during a certain peristichas O f SY RIF NJ & S| NXé

Costs and benefitSee the terrmet contribution

CPBThe CPR, in full CPB Netherlands Bureau for Economic Policy Anaglysithe main research

institute for economic policy analysis and policy advice in the Netherlands. In that capacity, it advises

the government and regularly produces economic forecasfsR NB L2 NI a® da/t . bSGIKS?
Economic Policy Analysis is an independent research institute that provides policy relevant economic
analyses and projections. We conduct research on the Dutch economy in particular, and egcsecio

nomic policy, irgeneral. We translate scientific insights into everyday policy practice, providing a ra-
GA2ylLf FYR FlLOGdz2f o6lFaxa F2NI20K LI2ftAOdYIF]1SNAER |

CPB Netherlands Bureau for Economic Policy Analgsis the ternCPB

Dejuvination The phenomenon that, due to a low average number of children per woman, each gen-
eration is smaller than the previous one. A low number of children is a number of children below the
so-called replacement level of approximately 2.1 children per woman. €pkcement level is the
number of children where each fertile woman has on average one fertile daughter, so that the popu-
lation size remains constant in the long term (stationary population). As a result of dejuvination, the
proportion of young people usually defined as 0 to 20 years ajds lower than would be the case for

a stationary population, hence the term dejuvination.

Discount rateThe interest rate at which future amounts are discounted, that is, expressed in euros of
a given base year. The current report takes 2016 as the base year and, followigBhsetherlands
Bureau for Economic Policy Analysissumes a real discount rate of 2.5%nless otherwise stated,

the amounts in this report are expressed in euré2@16.See also the terrpresent value

28 Onderwijsinspectie (2017pg.10

29 Retrieved 2-2-2022 from: https://www.coa.nl/en/coa

%0 gtatistics Netherlands, Begrippen retrieved 1512-2020 fram:  https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen/cohort

3! Retrieved 1-1-2022 from: https://www.cpb.nl/en/who-we-are

32See Adema, Y., & van Tilburg, 1. (2019), pgl4 kee also Hoogendoorn, S. & G. Romijn (2020)
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DiscountingSee the terms discount rateand present value

Dutch background, generatioBtatistics Netherland&provides the following definitomi t SNBR 2y 6 A ( K
a Dutch background: Person whose parents were both born in the Netherlands, regardless of the coun-
iNE 6KSNB (KSe ¢gSNBE HREFOIPYSAIBEKSAGKOANRD SEMS NI K K E
whose parents were both born in the Netherlands, but at least one of whom has an immigration back-
ground, belong to the sealled third generation. People who belong to this generation, by definition,

havel 5dzi OK o6F O]l ANRdzy Rdé

Dutch nativeDutch native(Dutch:autochtoon was the érmer designation for a person with a Dutch
backgroundSee the ternDutch background

Dutch School Syster8eethe term Cito score

Education returnThisrefers to the net contribution for a specific education levalthe calculations,

this is used to determine the average net contribution weighted against a certain distribution over
education levelsThis term has been created in the current report to ascertain to what extent differ-
ences in net contributions according to immigration background are produced in the education system
or in the labour marketor in (self)selection by education level at the time of immigrateee alsohte

term dto return.

EEAThe EEA (European Economic Area) is an agreement between the EU and EFTA (with the exception
of Switzerland) that regulates the free movement of persons, goods, services and capital between the
countries concerned. For EFTA member Switzerland, the fraement of persons applies through
participation in Schengen. Persons from the EEA are allowed to live or work in the Netherlands without

a residence permit or work permit, although there are some condit®®&&e also the terreFTA

EFTAThe EFTA (European Free Trade Association) is a free trade association between Liechtenstein,
Norway, Iceland and Switzerland.

Entry ageThe age at the time of immigration. Entry age makes a big difference to the costs and benefits
of the remaining stay. At an entry age of five years, all costs for education and the like still have to be
incurred. At an entry age of 25 years, the educatimsts have already been paid in the country of
origin and there are still many years to pay tax and premiums in the Netherlands for care and old age
pension. At an entry age of 70 years, the education costs have also been met, but there agarfew y

to pay tax while the high costs of old age start immediately.

Firstgeneration immigration backgroun&ee the termmmigration background, generation

Fiscal costs and benefiSee the terrmet contribution

33 Statistics Netherlands Begrippen retrieved 1512-2020 from: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen/persoomet-eennederlandseachtergrond

34 Statistics NetherlandswWie zijn de derde generatig®etrieved 15-12-2020 from: https://www.cbs.nl/nl-
nl/nieuws/2016/47/wiezijn-de-derde-generatie

%5 See, for examplehttps://www.rijksoverheid.nl/onderwerpen/immigratienaarnederland/vrijverkeeren-
verblijff-personenbinneneu-eer-en-zwitserland and https://ind.nl/eu-eer/Paginas/EUERRIrgerof-Zwit-

ser.aspx
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GenerationSee the termgmmigration background, generaticand Dutch background, generation

Generational accountingn the current study, generational accounting refers to the method by which
the net contribution to the treasury of persons and groups is calculated as explained under the term
net contribution

GIPS countries (regiofhe countries Greece, Italy, Portugal and Spain. The term comes from Statistics
Netherlandsln the current report also Malta and Cyprus belong tot the GIPS couraftasugh for
the sake of brevity this is not always explicitly mentioned.

Immigration background, generatioStatistics Netherland8LINE A RS & (G KS T2t 246 Ay 3
son with a firstgeneration immigration background: Person who was born abroad and of whom at
fSFHad 2yS LI NBY(G 61 a 02Ny -gedehioh iRigratighRackgtoBtNE 2y &
Personwhowas bornintieSG KSNX F yRa yR 2F ¢gK2Y |G tSrada 2yS

Immigration profile An age profile of the probability distribution over the entry ages from 0 to 100
years for a particular immigrant group. These profiles have been calculated separately for a large num-
ber of groups. See the Technical Appendix for more details.

IND¢ KS 5dzi OK LYYAINF GA2Y | yalsessds alldaplictibrs FramAfeygn { S NI
nationals who want to live in the Netherlands or want to become Dutch citig€ns.

Learning support educatiosee the terrLWOO

LWOOLWOO stands for Learning support educatioeefwegondersteunend onderwijghe criteria
for admission are:

1. the pupil haseither an 1Q between 75 and $0or the pupil has an IQ between 91 and 120
combined with learningmpeding sociaémotional problems.

2. the pupil has a learning delay of one and a half to three years in two of the following domains:
insightful arithmetic, reading comprehension, technical reading and spelling. Of these two do-
mains, one must be insightful arithmetic or reading comprehen#ion.

Migration backgroundSee the termimmigration background, generation

Migration balancelmmigration minus emigratiorThis is based on the migration balance including so
called administrative corrections, i.e. corrections for emigration that has not been reported to the mu-
nicipality *°

% Statistics Netherlands Begrippen retrieved 1512-2020 fom: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen/migratieachtergrond

87 Retrieved 2-2-2022 from: https://ind.nl/en/about-ind/Pages/default.aspx

%8 This range will usually be combined with VMB@evel of education.

% Compare: Landelike criteria pro en Iwoo 20P819. Retrieved &2-2022 from:
https://www.koersvo.nl/app/uploads/2018/07/2018 andelijkecriteria-pro-en-lwoo-20182019.pdf

40 Retrieved 2-1-2022 from: https://www.cbs.nl/en-gb/onzediensten/methods/definitions/neimigration--inck
administrativecorrections-
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Mortality probability The probability that a person of a specific age dies in a specific year. The mortality
probabilities are based on the mortality probabilities that Statistics Netherlands uses for the popula-
tion forecasts. See the Technical Appendix for more details.

Native Dutch referencé& his is dypotheticalimmigrant who is identical to the average immigrant in
2016 in terms of immigration behaviour, pension accrual and the use aithe#ge pensiorand social
assistance disbursements from the age of 65 and is equal to the average native Dutch person in all
20KSN) O2aiéa YR o0SySTAGA AY Hamcd WIff 2GKSNI O2.
lowances such as allowances for rent andltieaare, all costs for education, health care, public ad-
ministration, defence, etc. and all costs for benefits, with the exception of the costs foolthage
pensionand social assistance from the age of 65. Immigrants often have a higher use of social assis-
tance from about the age of 65 because they have an insufficient accro&d-age pensiorentitle-

ments. The reason is that tldd-age pensiomccrual is related to the length of stay in the Netherlands.

Due to insufficienbld-age pensiorentitlements, theirold-age pensioris often supplemented from

social assitance. Hence, these two items are taken together here. Pension accrual is also lower, so
that less taxes related to capital accrual are paid. Pension accrual is estimated at 62.5% of the pension
accrual of native Dutch people. This percentage is basetth@mpension accrual of firgieneration
immigrants from Northwest Europe, Scandinavia and the British Islefiyplogheticalimmigrant out-

lined here therefore behaves like the average immigrant when it comes to matters such as immigra-
tion, distributionby entry agesprobability of remigration, pension accrual and the use of tié-age
pensionand social assistance from the age of 65, but with regard to other costs and benefits he or she
is identical to the average native Dutpkrson Thishypotheticalimmigrant is often used as a refer-

ence point for comparing actual immigrants.

Net contribution, net contribution over the (remaining) life cours8um of all net contributions by

year of agdor all ageg beyond the entry age for firgjeneration immigrantg that the person resides

in the NetherlandsFor people with a Dutch background and for those with a secmmaration im-
migration background whose parents do not remigrate before the age of 18, it is the sum of the net
contributionsby year of age, calculated from birth to the moment of death. The net contributions are
discountal by year of birth and weighted by mortality probabilities before being summed. For people
with a firstgeneration immigration background, thpeobability of immigrating at a certain agealso
weighed? For persons with a secorgkneration immigration background whose parents remigrate
before the age of 18, it is the sum of the net contributidaysyear of age, calculated from birth to the
moment of remigration of the parents. For people with a secgederation immigration background,

it is assumed that they never emigrate from the age of 18 and that they always accompany their par-
ents until their18th birthday if they remigrate, whereby thearobability of remigrationis derived

from their parent€probability of remigration. The calculation of the net contribution is based on the
observations in 2016, after corrections derived from @B Netbrlands Bureau for Economic Policy
Analysidor the expected development of policy and the economy. See also the tegtcontribution

by future year of ageand netcontribution by entry ageNB: in the main text, the short collective term
aySi O2y( iNAROGdziAR2ZYE A& dzadzl £ £ & dzaSR F2NJ GKS ySia O

41 More precisely: for persons with a firgenerationimmigration backgroundthe net contribution over the
remaining life course is the sum of the net contributions by entry age, weighted against the immigration profile,
i.e,, weighted against th@robability distributionover the entry ages from 0 to 100 for tigeoup in question
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regardless of immigration background. This term is used for the net contribution of individuals and
groups

Net contribution by entry agerhe sum of all net contributiortsy future year of age, calculated from

the relevant entry age until the moment of remigration or death. The net contributions are discounted
according to the year of immigration and weighted by mortality probability and (if applicable) remigra-
tion probabilites before being summed. In the case of remigration, all costs and benefits from the year
of remigration are disregarded, with the exception of thld-age pensiomeceived after remigration

(if applicable and after deduction of taxes). This term refers specifically tayérstration immigrants

and is calculated separately for each entry age. For the calculation of the net contribution without
remigration, the remigration probabilities in ¢hcalculation are set to zero. The calculation of the net
contributionby future year of age is based on the observations in 2016, after corrections for the policy
and economic developments derived from tB#®B NetherlandBureau for Economic Policy Anadys
(CPBjJsee the termnet contribution per year of ageln concrete terms: anyone staying in the Neth-
erlands as a 4§earold in 2030 will be allocated the costs and benefits of gyd@rold in 2016, but
discounted 14 years back to 2016. Thus, it actually concerns an immidiaatisial obligation (posi-

tive or negativepuring future residence; it is not an expense in 2016.

Net contribution by future year of ageThe balance, on an annual basis, of the positive contributions
(fiscal benefits) and negative contributions (fiscal costs) to the treasury, on average for a specific group
of people of a specific age (in years). Positive contributions are, for exampds, asmd premiums.
Negative contributions are, for example, education costs and disbursements. The balance is created
by subtracting the total costs from the total benefits. Concrete example: the net contribution-of 40
yearolds with an MBO4 education is calculated by calculating the balance of the total benefits minus
the total costs for all people aged 40 with an MBO4 education. The terms costs and fiscal costs, benefits
and fiscal benefits, etc. are used interchanggabhe currenstudy mainly used Statistics Netherlands
microdata from the reporting year 2016, discounting future economic and policy developments based
on expectations of th€PB Netherlands Bureau for Economic Policy Ana8esisthe Technical Appen-

dix for an explanation of the study population and the costs and benefits used on the basis of which
the calculation was made.

Net contribution profile Profile of the net contribution by year of age, entry ageio score.
Net fiscal contributionSee the ternrmet contribution

NIDI& b LcBHe Netherlands Interdisciplinary Demographic Institqtes the national demographic
institute of the Netherlandg*

Non-Western immigration background, nofwesternStatistics Netherlandddefines a person with a

non2 SAGSNY AYYAIANI GA2y oF O]l 3INBdzyR & abF LISNER2Y ¢
O2dzy i NAS& Ay ! FNAOFIT [lGAY ! YSNROI FyR ! &AL 06SE
term Western immigration background, Western

42 Retrieved 1-1-2022 from: https://nidi.nl/en/about-us/
43 Statistics Netherlands Begrippen retrieved 15-12-2020 from: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen/persooimet-een-niet-westersemigratieachtergrond
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PBLMNetherlands Environmental Assessment AgdRBLJs the national institute for strategic policy
analysis in the fields of the environment, nature and spatial planéfthg.

Personal primaryjincomedPersonal primary income includes a persogross income from employ-
ment and from selemployment. Income from employment consists of gross salary (including em-
ployee and employer contributions to social insurance premiums), diredfie@s and remuneration

for work not performed in employment. Also wages in kind such as the value of the private use of the
employefs car is included. Income from own business constitutes the remuneration afraplbyed
persons for the use of thelabourand business asset$

PPISee the ternmPersonal primary income

Practical educatiorfPractical education is secondary education. Practical education prepares pupils
as well as possible for society. All pupils follow their own development plan. Learning, working, citi-
zenship and leisure time are important aspects in this. The trainingllydaats 5 yearé*® Practical
education praktijkonderwij® A & SRdzOF GA2Y F2NJ OKAf RNBY 6A0GK GKI
0S8t f A3S ynoddlijk lehed® TteligénfeprofigldPractical education has the following admission
criteria:
1. [the] childhas an 1Q between 55 and 80
2. [the] childhas a learning delay of three years or more in two of the following domains: insight-
ful arithmetic, reading comprehension, technical reading or spelling. One of the domains must
0S AYaAIKGTFdA FINAGKYSHAO 2NJ NBFRAYy3a O2YLINBKS)

Present valueConverting future costs and benefits back to their value in the present with a discount
rate (also called interest raté)A y LISNOSy Gl 3Sad ¢KS LINBaSyid It dzS
2y S &SI NJ A-#&), eevabise if thig @mountts lent at interest ratdor one year, then it is

worth $ 1,000. In concrete terms: at a discount rat2 ¥ p:’2 2 GKS Ol 4K @I fdsS 27F
e ppHPoy > 6SOIdzasS GKAA FY2dzyiz asSid F3aFAyad p> Ayl
P M dnp ' emInnndnnd 52Aa02dzyiAy3d 20SNI £ 2y3ISNI LIS
the calculation of compound interest (also known as interest over interest). In concrete terms: at a
discountratel 2 ¥ p2 X GKS OF&K @Ftdz2S 2F emInnnodnn 2SN
' Y2dzyd LI 200SR G p2 AYyadSNBad | FGSNI GKNBES &SI N&
' eycodyn P 6 @ekmlpolthatefdiseountraten n dnn @

Probability of remigrationThe probability that a firsgeneration immigrant will remigrate, depending
on the number of years of residence and the entry age. These probabilities have been calculated sep-
arately for a large number of groups. See the Technical Appendix for moresdetail

Profile See the termsige profileand net contribution profile

44 Retrieved 1-1-2022 from: https://www.pbl.nl/en/about-pbl

“Translated from DutctCBSInpatab: Inkomen van persongetrieved24-1-2020from: https://www.cbs.nl/nk
nl/onze-diensten/maatwerken-microdata/microdatazelfonderzoekdoen/microdatabestanden/inpatatink-
omenvanpersonen

4 Central government Rijksoverheid Retrieved 2-1-2022 from: https://www.rijksover-
heid.nl/onderwerpen/voortgezebnderwijs/vraagen-antwoord/hoe-zit-het-praktijkonderwijsin-elkaar

47 Central government Rijksoverheid Retrieved 2-1-2022 from: https://www.rijksover-
heid.nl/onderwerpen/passengnderwijs/vraagen-antwoord/hoekrijgt-mijn-kind-praktijkonderwijs
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Regional classificationmmigrants in the Netherlands or their parents come from other countries,
their countries of origin. For an overview and to obtain sufficiently large groups, many countries have
been combined into regions in this report. The largest regions are those lmastdte Western and
non-Western classification of Statistics Netherlands. Subsequently;@ait2ivision is used in the
current report which is also used by Statistics Netherlands in the population forecasts. This division is
a further refinement of the Western andon-Western regions. The Western regions are: European
Union, Rest of Europe, Indonesia, Other outside Europe. Th&\festern regions are Asia (excluding
Indonesia and Japan), Turkey, Morocco, Africa (excluding Morocco), Suriname, the (former) Nether-
landsAntilles and Aruba, and Latin America (excluding Suriname, Aruba and Antilles). In the current
report, this is further broken down into a 4#art division, as shown ifiable4.3. In addition, incidental

use has been made of a-part division, which lies between the 4dart and 42part divisions. Fur-
thermore, incidental use has also been made of amp@&it division which is a further breakdown of

the 42part division. Because theetherlands is one of the regions and is not included in every calcu-

lation, with the 42L.J- NI RA@AaAiAz2y (GKSNB Aa dzadzfte I NBFSNB

Appendix for more details. See also the terbenrWestern immigration backgrounegonWestern
and Western immigration background, Western

SCRiThe Netherlands Institute for Social Research (SCP) is a government agency which conducts re-
search into the social aspects of all areas of government p&fficy.

SEGSee the ternstandard education classification
Secondgeneration immigration backgroun&eeimmigration background, generation

Smooth, smoothed, smoothing T Ay 3 3INJ LKA aaY220KéE F2NJ 0SaGdGSNJ
by taking the (weighted or not) average of the value itself and some surrounding values.

South AfricaSee the ternSouthern Africgregion).

Southern Africa (regionYhe Southern Africa region (South Africa, Lesotho, Swaziland, Namibia and
Botswana) should in principle not be confused with the country of South Africa. In the context of this
report, however, this region is completely dominated by South Africa, inghsesthat immigration

from the other countries from the Southern Africa region is small in size. That is why we regularly refer
to South Africa instead of Southern Africa. Moreover, a considerable percentage of the immigrants
from Suth Africa have older or newer Dutch roots. Of all immigrariteth with and without a South
African immigration background who immigrated from South Africa to the Netherlands between
1995 and 2015, 25% were born in the Netherldfdad of this group about one in eight has a second
generation South African immigration background. If we only look at the immigrants with a South Af-
rican immigration background, then over the period 19985 about 4% belonged to the second gen-
eration whth isq by definitiong born in the Netherland®, which indicates an earlier residence of the
family concerned in the Netherlands. Finally, immigration from South Africa is elite immigration. South
Africa has been suffering for decades from a brain drain from highly educated emigrants to countries

48 Retrieved 1-1-2022 from: https://english.scp.nl/aboutscp

4% CBS3atLine, Migratie; land van herkomst / vestiging, geboorteland en geslagtjeved 1-1-2020 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/60032/table?dl=4009D

50 CBSStatLine Immi- en emigratie; per maand, migratieachtergrond, gesladtetrieved 1512-2020 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/83518NED/table?d|=4009E
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such as Australia, New Zealand, Canada, the US, the Uk@admall extent also the Netherlands.
South African immigrants in the Netherlands are notable for their high income, low benefit depend-
ency and; as far as the children are concernetligh Gto scores.

Special educatiorSpecial education is an umbrella term used in the current report for two types of
special education in the Netherlands: Special Education and Secondary Special EdSgeiiomal
OnderwijsandVoortgezet Speciaal Onderwijg§Secondary) Special Education is for pupils who, due to

a disability or disorder, require specialised or intensive support, subdivided into clusters for: (1) visu-
ally-impaired or blind pupils, (2) hearingpaired or deaf pupils and/or pupils with a uagespeech
development disorder, (3) physically and/or mentally disabled pupils, andtésngsick (somatic dis-
eases) pupils and (4) pupils with psychological and behavioural problems. These forms of special edu-
cation are sbject to special admission criteria and procedures.

Special Primary Educatio8pecial Primary EducatioBgeciaal Basisonderw)ijs meant for children

who cannot keep up at a regular primary school due/tat can be calle RA F FA Odzt G € S| NY A Y.
LINE Frioéiligk ®rerd intelligentieprofiphnd/or a learning disadvantage and/or behavioural prob-

lems or a behavioural disorder.

Standard Education Classificatidrhis is; as the name implieg the standard classification of educa-

tional levels that Statistics Netherlands uses in its publications (in Dtt@hdaard Onderwijs Indeling,

SO). In the current report, the SEC 2016 is used. There-paxt35-part, 8part and 18part divisions

in education levels. Schematicalythe breakdown for the gart (yellow), 5part (grey) and $art

divisions (no colour) of the SEC 2016 are given in the badtev. The comparable levels according to

the International Standard Classification of Education ISCED®2DI)S I A @Sy Ay GKS O2f
rable ISCED 2011 categories. However, the SEC 2016 and ISCED 2011 are not completely congruent.
The vast majority of the people (and sometimes everybody) with a specific SEC 2016 level fits in the
ISCED 2011 level given it dzYy Wa 2 a i i 2dsitofSthe People (ditghdrly a small
percentagé&®) with that particular SEC 2016 level will then fit in the ISCED 2011 category given in the

O2ft dzyy WwW{2YS LIS2LX S FAG AyQd Ly (KS O2fdzyy Wbl YS
report which is as close as possible to the ISCED 201docte. For the8JF NIIi RA GAaAiz2zy 27F |
2YRIFENEQ | YR WdzLJLISNIJ aSO2yRFENEQ |y 2LJGA2yLFf NBTFSNE
nates the SEC 2016 category in question is given in brackets. Furthermore in secondary education a
distinction can be made between vocational and theoretical (or general) education.

51 Statistics NetherlandsStandaard Onderwijsindeling 2016etrieved 12-2021 from: https://www.cbs.nl/nk
nl/onze-diensten/methoden/classificaties/onderwisn-beroepen/standaarebnderwijsindeling-sor-/stan-
daardonderwijsindeling2016, in particular pg. 141

52UNESCO Institute f@tatisticg2011)International Standard Classification of Educafi@CED 201 tetrieved
14-5-2021 from: http://uis.unesco.org/sites/default/files/documents/internationadtandardclassificatiorof-
educationisced?201l-en.pdf

53 StatisticsNetherlands Standaard Onderwijsindeling 20, retrieved #-5-2021 from: https://www.cbs.nl/-
/media/cbs/onzediensten/methoden/classificaties/documents/2021/standaasdderwijsindeling2021-ed-
2021.pdf in particularTable 3gg. 4

“p. Y 2yfeée I avylftft LISNDOSYy i H®BvodasteriidichO LISFLIESOAE GKS
F220y2303S0 FARIIMPeY i EESANESHEESNBOSYWIKS Ay Ff dzSyOSHbe ¥
wo-master,doctof2 A d f AYAGSRT StatidticsiNatierlahddiddotditeh; beldhabierhben wo
diploma's retrieved 145-2021 from: https://opendata.cbs.nl/statline/#/CBS/nl/dataset/83282NED/ta-
ble?dI=52B39
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Comparable ISCED 2011 categories

SEC 2016 level Most people fit in: Some people fit in: Name in report:

1 Lower education lower education

11 Primary school primary

111 Primary school 1 primary primary

12 Vmbo, havgvwo-onderbouw, mbol lower secondary

121 Vmbeb/k, mbol 2 lower secondary 1 primary lower secondary vocational

(VMBO B/K

122 Vmbeg/t, havo, 2 lower secondary lower secondary theoretical

vwo-onderbouw (VMBO G/T)

2 Intermediate education intermediate education

21 Havo, vwo, mbo upper secondary

211 Mbo2 and mbo3 3 upper secondary 4 postsecondary upper secondary vocational
nontertiary (MBO 2, 3)

212 Mbo4 3 upper secondary 4 postsecondary upper secondary vocational
nontertiary (MBO 4)

213 Havo, vwo 3 upper secondary upper secondary theoretica

(HAVO, VWO)

3 Tertiary education higher tertiary) education

31 Hbe, wo-bachelor bachelor(or equivalen}

311 Hbe, wo-bachelor 6 bachelor or 5 short cycle ter- bachelor(or equivalent

equivalent tiary

32 Hboe, wo-master, doctor master(or equivalenj

321 Hbe, wo-master, 7 master or equiva- 8 doctoral or master(or equivalenj

doctor lent equivalent

Statistics Netherlands (CB&)the official national statistical office of the Netherlands, established in
1899 and regulated by the Statistics Netherlands®Act.

Statistics Netherlands microdat&tatistics Netherlands keeps statistics on an individual level in a large
number of areas. This includes matters such as income, taxes, premiums, healthcare costs and patrtic-
ipation in education. Many of these statistics have been collected on all residétihe Netherlands

to which they apply. In connection with privacy, these data are properly secured and anonymized, so
that it is impossible to be traced back to individuals. These data are available for research unter str
conditions. Many of the calculations in this report are based on these Statistics Netherlands micro-
data>®

Statistics Netherlands table populatiotatistics NetherlandSRSFAy Sa | GF 6f S LI Lz
tional cohort of usually 100 thousand men or women who are exposed at any age to the gender and
aged LISOAFAO Y2NIlfAdGe LINRPolFoAfAGASE a 20aSNBBSR A

55 Retrieved31-12-2021 from:https://www.cbs.nl/en-gb/overons/organisation

5 Statistics NetherlandsCatalogus microdataretrieved 15-12-2020 from: https://www.cbs.nl/nl-nl/onze-
diensten/maatwerken-microdata/microdatazelfonderzoekdoen/catalogusmicrodata

57 Statistics Netherlands Begrippen retrieved 1512-2020 from: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen/tafelbevolking
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2016 table populatiot? was used, among other things, to quickly and easily weigh an age profile
against empirically observed mortality probabilities, possibly in combination with discounting.

Sustainability gapThe deficit that occurs when the present value of the governniserdceipts are
insufficient to cover total liabilities if current public arrangeme(stsch as welfare state arrangements)
would be continued for ever.

Synthetic As we cannot use truly longitudinal profiles where an individuebst and benefits are
measured at every age, we compose synthetic age profiles by combining observations at different ages
for comparable individuals. More in general, age profiles are composed synthetically by combining
different regions of origin, edadional levels, cohorts, et ceter&ome specific examples: if there are

only a few observations for a certain region and age group, (e.g., people in their nineties from North
Africa), the dta has been supplemented with data from the larger region of which the region in ques-
tion is part (in this example, Africa). Second, the net contribution profiles by educational level are com-
posed of profiles for different age groups. Concrete examplen#itecontribution profile of a person

with a bachelor's degree as the highest attained education, runs from 0 to 99 years and is composed
of data from different age groups, namely children up to four years old, primary school pupils, students
in both lowerand upper secondary theoretical education (HAVO and VWO school types in Dutch),
students who are pursuing a bachelor's degree, and persons who have completed a bachelor's de-
gree>® Third, the net contribution profiles by Cito score are composed of profiles for different groups.
For ages up to 21 years, a direct calculation of the net contribution to Cito score has been used. For
ages 21 to 38, each Cito score for each individualsageluced to the probability that a person of that

Cito score and age is studying and pursuing a particular education, or not studying and has completed
a particular education as the highest education attained. Different cohorts of educational partipan
were used for this purpose because the available time series are too short to be able to do this on the
basis of one group. Subsequently, the net contribution profile by Cito score was compiled on the basis
of the net contribution profiles for the vans educational levels (for students and retadents).

Fourth, in a number of calculations (safety concern, degree of integration of the second generation),
the data for the 42part division was used and the results of the above regions were determined as
weighted averages (by size of the guipulations). See the Technical Appendix for more examples
and details.

Technical AppendiAdocument that givean explanation of the methods that were follow#tht can
either be purchased (ISBBI78908333483)or downloaded as @df, seehttps://demo-demo.nl/en/

Third-generation immigration backgroun&ee the ternDutch background, generation

WAOThe former disability scheme in the Netherlands that wis new cases replaced by a scheme
called WIA in 2005.

58 Statistics NetherlandStatLine_evensverwachting; geslacht, leeftijd (per jaar en periode van vijf jasgng-
ved15-12-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/37360ned/table?dI=4A3CA

%9 For ages from 21 to 38, the calculation in this concrete example is based on the weighted average of the profile
for students who are studying for an HBO or WO bachelor's degree and the profile for people who are no longer
pursuing an HBO or WO bachelategree as the highest degree obtained. See also the Technical Appendix.
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Western immigration background, Wester@tatistics Netherland8RSFAy Sa || at SNEA2Y GA
AYYAIANI GA2Y oF O13INRdzyRé & | LISNBR2Y SAGK Iy AYY)
rope (excluding Turkey), North America and Oceania, and Indonesia and Japan. On the basis of their
sociceconomic and sociodulral position, persons with an immigration background from Indonesia

and Japan are included in the Western immigration background. This mainly concerns people who

were born in the former Dutch East Indies and employees of Japanese companies with tikefr fand ¢

See also the termonWestern immigration background, Western

WIA See the ternWAQ

WODGI ¢ KS { OASYGAFAO wSaSINOK FyR 520dzySyidladAaz2zy [ S
Ministry of Justice and Security. The WODC conducts its own independent scientific research or has
this done by recognised institutes and universities, in suppoft L322 £ A O& | YR AYLI SYSy(

WRRdThe Netherlands Scientific Council for Government Policy (WRR) is an independent advisory
body for government policy. Its position is governed by the Act Establishing a Scientific Council on
Government Policy of 30 June 19T@sellingswet WRR The task of the WRR is to advise the Dutch
government and Parliament on strategic issues that are likely to have important political and societal
consequences®?

60  Statistics Netherlands Begrippen retrieved 15122020 fiom: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen/persooimet-eenwestersemigratieachtergrond

61 Retrieved 179-2021 from:https://www.wodc.nl/

62 Retrieved31-12-2021 from:https://english.wrr.nl/aboutus
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1 Introduction

1.1 Immigration as a policyrelevant phenomenon

Immigration¢ or in other words, longerm geographiaelocationc is a natural phenomenon that is
literally and figuratively as old as humanity. Through an ongoing process of immigration, humans have
made the farthest corners of the planet their homes.

Due to increased transport and communication options, travel and thus immigration is in many ways
easier, faster and cheaper to realize than ever before. Mobile phones and the internet ensure easy
access to a lot of information about travel options andtdegions.

On the other hand, the world is divided into nation states with borders. Therefore, free immigration is
not possible. The right to travel from the state of which one is a citizen is generally recognized, but
there is no such thing as a right to migrateastate of which one is not a citizen. The UN Refugee
Convention also does not give that right; it only requires that a state not deport an asylum seeker who
is in its territory if he or she has a wébunded fear of persecution upon expulsion. In todagality,
therefore, immigration is in principle a stategulated phenomenon.

G GKS alyYS GAYSI | Y20SYSyid Aa dzyRSNBIl & GKI G A
For the Netherlandsan important factor isEuropean integration. EU citizens have the right, under

certain condition®’, to settle freely in other EU countries of which they are not citizemaddition,

over the years immigration has increasingly become the domain of international law. Humanitarian
immigration within the framework of the UN Refugee Convention and a regular appeal to the European
Convention on Human Rights are expressiondisf A more recent manifestation is the attempt to
FILOATAGIGS Af€S3AFE AYYAINIGAZ2Y GKNRIZAK GKS dal NN
are partly causing a dgoliticization and dedemocratization of the immigration issue, which isde

and less under the democratic control of sovereign states.

Insofar as the state has a direct influence on immigration, the state must consider which citizens of
other countries are allowed to enter the territory. This makes immigration a uniquely pelieyant

topic. The primary task of the Dutch governmentdsserve the interests of the State of the Nether-
lands and the Dutch citizens. In order to do this optimally with regard to immigration, it is important
to know what effects immigration ham the Netherlands.

Insofar as the state has no direct influence on immigratiench as in the case of asylum and the free
movement of labour within the EQ it is also necessary that policymakers are informed about the
effects of immigration. After all, these forms of ingration hardly concern the question afhat the

Dutch immigration policy should bgbecause the Netherlands has too little room to manoeuvre for
that ¢ but above all whether or not immigration policy should actually be Dutch policy. Surely sover-
eignty hadargely been replaced by international law. However, this does not alter the fact that the
consequences of international immigration still have a local impact in immigration countries such as
the Netherlands. Thus, if policymakers have to choose betweeatgr sovereignty or the current

83 Strictly speaking, there is no general right to freedom of establishrireanhothermember state in the EU.
There is only free movement of labg i.e, employees or selemployed persons and their family members. For
example, pensioners are subject to restrictions on-saifince (in particular income and health insurance) for
residing in another EU member state, see for examiptgas://europa.eu/youreurope/citizens/residence/resi-
dencerights/pensioners/index_en.htm
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situation of limited control over asylum and immigration within the EU, they must also be well in-
formed about the effects of immigration.

It is undeniably true that immigration has significant effects on Dutch society. First, immigration has
demographic consequences. In recent years, the growth of the Dutch population has been entirely
related to immigration. The indigenous population isisking due to emigration, fewer children and

a high mortality rate associated with demographic ageing. Without immigration, the population would
therefore decline steadily to about 1B4 million by the end of the century. However, if the annual
migration balanceremained at its current level until the end of the centuyyan average of about
80,000 persons per year over the period 228 9¢ then the population would grow rapidly and in
2100 number about 23 to 24 million souls. The difference in populatiorbsizeeen a continuation

of the currentmigration balanceand amigration balanceof zero then amounts to approximately 10
million people. Each increase in the annomdjration balanceof 10,000 people mearapproximately

1.2 million extra inhabitantat the end of the centur$* In an already densely populated country like

the Netherlandspopulation size determines many issues, including public housing, spatial planning,
traffic congestion, ecological footprint, climate goals and nature conservation. This makes population
growth and immigratiorg the main cause of population growthextremdy policyrelevant issues.

In addition, immigration also changes the composition of the population. Ethnic, religious and cultural
diversity is increasing, for example when it comes to food culture, music and other outward manifes-
tations. On the one hand, this increased diversitg pasitive aspects for many residents. On the other

hand, it also presents society and politics with all kinds of challefiggesNetherlands Scientific Coun-

cil for Government Policy (WRBRJsociates a high degree of diversity with, for example, low social
cohesion and feelings of loss and insecfifhe greater the diversity of origin in the residential com-

munity, the greater the chance that crimes are committed. In diverse neighbourhoods, residents are

more likely to feel unsafe. The neighbourhood cohesion experienced by residents is also weaker and
people feel less comfortable in their own neighbourhood. According toMREE. & ¢ KS NB a dzZ Ga
GKFG tAQAY3 G23SGKSNI AY O0OSNEBUOU RAGSNES %I68A IKO 2 dz
short, many residents of the Netherlands experience the increased diversity as enriching. However,
where conflicting value systems or competing legal systems are concerned, or when the local situation
makes coexistence more difficult, this raises gtk of policyrelevant questions.

Immigration also has economic effects. First, it has labour market effects. For example, immigration is
a way of attracting workers who are insufficiently available in the domestic labour market. Some high
tech companies are attracting bright minds fronmoand the world for applied scientific research in
order to stay at the forefront of the global innovation race. However, displacement effects can also
occur on the labour market. They can take on different guises. A displacement of residents towards
better-paying jobs is possiblgand that does not have to be unfavourable atctiut a displacement

out of the labour process dnto social security is also one of the possible negative outcomes.

Moreover, redistribution effects can also occur. The influx of migrants changes the relationship be-
tween capital and labour. Labour is becoming relatively more abundant, putting the price of labour
the wage¢ under pressure. Immigration can thus affetiet distribution of income between the

64 Our own calculation, for explanation see the Techniggpendix.
8 Jennissen et al. (2018)
56 Jennissen et a(2018), pg. 118
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providers of labour and capital. In a similar way, the income distribution between the high and low
educated can change if their average level of education differs significantly from the average level of
education in the host society. For example, if timeriigrants are predominantly lowskilled, this could
worsen the position of the lovgkilled already present in the population. In that case, redistributive
effects can be expected that are contrary to the redistributive effect of the welfare state. Inia soc
economic system such as ours, with a minimum wage and a social safety net, an influskifl éxv

or low-productive migrants will, however, partly translate into higher benefit dependency.

Finally, the fiscal consequences of immigration are also important. The description of these fiscal con-
sequences forms the core of this report. Immigrants, like residents, contribute to the treasury through
taxes and the like, and also enjoy all kindsrefsuryfunded services, such as social security, care,
education and securitfpolice, justice and crime)mmigrants may, however, differ among themselves
and from residents in the extent to which they are net payers to the government or net recigients

the government over their entire life course. This depends, among other things, on the level of educa-
tion and labour participation and is closely interwoven with the aforementioned redistribution effects
of the welfare state.

The policy relevance of the current report is confirmed by the regularly appearing demographic age-
ing studiesfrom the CPB Netherlands Bureau for Economic Policy Analysighich the impact of
demographic changes (births, deaths and immigration) on the sustainability of public finances and
welfare state is also calculated using exactly the same method (generational accounttigyent
report shows that the negative impact of immigratiog expressed as a percentage of the gross do-
mestic product (GDR) over the period 20152019 was on average more than twice as latgas the
current impact of demographic ageifi§) That makes it all the more remarkable that so little atten-
tion is paid to the consequences of immigration on public financAs. integrated study of the eco-
nomic and demographic effects of immigration is indispensable for good government paiecgur-
rent report aims to contribute to the study of the policglevant effects of immigration to the Neth-
erlands ®

1.2 Objective
The objective of this report is twofold. The primary objective is to answer the following two questions:

1 What are the fiscal costs and benefits of immigration related to the region of origin and/or the
immigration motive (labour, study, asylum and family immigration)?
1 To what extent can immigration provide a solution to demographic ageing in the Netherlands?

There is also a secondary objective, namely to use this report to arrive at a more complete and struc-
tural monitor of the economic and demographic effects of immigration. This objective cannot be
achieved within the framework of this report, but the autisado want to give a first impetus to this

with this report. The realization of such an integrated and periodically repeated monitor should ideally
be a collaboration between the CBS, CPB, PBL anff S@h a structural monitor of the economic

and demographic effects of immigration would fit well within t#8tate of Migratio®the report in

57 An average of 27 billion per year over the period 2@039, which is 3.8% of GDP on a GDP of 708 billion
euros, CBStatline, Opbouw binnenlands product (bbp); nationale rekeningesirieved 122-2021 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/84087NED/table?dI=4D597

% The CPB calculated this at 1.6% of GDP in 2019, see Adema, Y., & van Tilburg, pg(2619),

% |mportant Dutch knowledge institutes that advise the governmeag &lossary.
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which, starting in 2021, the government intends to provide annudlyintegral factual picture of mi-
grationQ

L KSNBO@ [ PRadi@nerofifeanbidder i@ ®hiithe annual reports on migration

... will be continued from this year ... [namely in the form of] an annual overview of migration

AY o W{dFrdS 2F aAdaNIdA2yQr LINRPGARAY3I |y AyidS.
tion. The government shares the view that these overviews can contribute to the debate and
knowledge on migration policy. An integral and factual account on components of asylum and
migration policy is a contribution to thigo this end, we are also conducting exploratory talks

with organisations an#¢nowledge institutes [like CBS, CPB, PBL andf@GPfactual contri-
odziaAz2zy o6laSR 2y (KS LUINPRdzO(Ga LlJzofAaKSR o0& {K:¢

1.3 Study design, scope and limitations

To answer the questions posed, we proceeded as follows. This study builds on thénstidyation
and the Dutch Econonigom 2003? of the CPB Netherlands Bureau for Economic Policy An&GRRB)
in which, among other thindg§ the fiscal costs and benefits of ndviestern immigration were calcu-
lated. As in the CPB study, the net contribution of fijgheration immigrants to the treasury is calcu-
lated using secalled generationahccounting

Generational accounting looks at what a person contributes to public finances over his/her life in the
form of taxes, duties and the like and what he or she receives from the treasury in the form of educa-
tion, benefits and the like. Generational accountisgegularly used by th€PB, among others, to
determine the sustainability of public finances in the lightlemographic ageing. This study is in line
with the work of theCPB as much as possible by using the same calculation method.

A strong point of the current report is that it is based as much as possibiB&microdatac highly
detailed, anonymised datiiom Statistics Netherland$BS§, which is available at the individual level

from almost all inhabitants of the Netherlands. This makes it possible to break down the exact amounts
¢ such as those registered by organizations such as the tax authorities, health insurers and benefits
agencias at the individual levej according to relevant characteristics such as immigration background
and level of education. Even in cases where no direct, registered data is available, the approaches used
are often based on CBS microdata. This gives a Iéwdétail and exactness that is impossible to
achieve without microdata.

In addition, most cost and benefit items are also allocated to individuals. However, due to limitations
in the availability of data and the available data budget, no distinction was made in the calculation of
a number of cost and benefit items accordingytoup characteristics such as immigration background
and education level. This applies to healthcare costs that are not covered by compulsory basic insur-
ance, such as loAgrm medical costs. With regard to these healthcare costs, a distinction is odly ma

by age on the basis of CPB data. The sampplies toa number of smaller, less wdhown social

0 parliamentary letter of the State Secretary for Justice and Security, 23 Februaryr@@figration Chain Inci-
dent Overview and State of Migratiqamerbrief Staatssecretaris van Justitie en Veiligheid, 23 februari 2021,
Incidentenoverzicht Vreemdelingenketen en staat van migratieetrieved 123-2021  from:
https://www.rijksoverheid.nl/documenten/kamerstukken/2021/02/23/tknformatievoorzieninginciden-
tenoverzichtvreemdelingenketeren-staatvan-migratie

"'Roodenburg, H., R. Euwals & H. ter Rele (2003)

2This CPB study also contains several other aealthat are not updated in this study.
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security schemes. Finally, with regard to the costs for public administration, a distinction is only made
between groups with regard to securitywhich includes police and law enforcemegyand the admis-

sion policy insofar as it relates to asylum recepticesidence permits and civic integration. For the
other costs for public administration, the same amount has been used for all residents in the Nether-
lands. As a result, the calculated differences in costs and benefits between groups may be somewhat
smaler than they actually are and the calculation gives an underestimation of the differences between
groups. In that sense, the calculations can be called conservative.

Moreover, for a number of itemg such as government expenditures on defence, infrastructure and
development cooperation and government income from land sgles distinction has been made
between persons or groups, because it is difficult to allocate¢hitems in an objectifiable manner to
persons or groups. The amount for each of these itemschasaccordance with the CRBeen kept

the same for all persons. For details on the operationalization of the cost and benefit items, see the
Technical Appettix.

This research focuses on a good and accurate description of the fiscal costs and benefits of immigra-
tion. The description focuses on the costs and benefits of immigration, broken down by immigration
background and immigration motive (asylum, labour, stadg family immigration). Furthermore, fol-
lowing the international literature, a breakdown has been made according to education level and
school performance (in the form of school test scores) in order to gain insight into the differences
between origin graps and immigration motives and the relationship between generations. A limita-
tion is that it is not broken down by gender.

Due to the objective and the resulting descriptive nature of this study, testing causal relationships has
not been an end in itself. In a number of cases, when describing the costs and benefits, a (possible)
relationship was found between two or more vaias. A relationship between variables may indicate

a causal relationship, but does not in itself prove that there is a causal relationship. This would require
further research. In most cases it has been indicated that this falls outside the scopesbiitlyisin a
number of cases, the relationships found have been presented to serve as the impetus for such further
research. The limitations and suggestions for further research are further explained in the Technical
Appendix.

1.4 Reading guide

This report is structured as follows. In Chapter 2 the context of the report is outlined. The development
of immigration flows and immigration policy over time is considered. The most important economic
effects of immigration are also reviewed on the badiinternational literature. Chapter 3 provides a
literature review regarding the effects of immigration on the public secttire fiscal impact; which

are also the main topic of ¢hcurrentstudy. This chapter further explains the distinction betwekea t

two main methods of calculating the balance of fiscal costs and benefits, namely the static approach
(a snapshot that does not take past and future into account) and the dynamic approach (a calculation
with respect tothe entire expected life course or length of stay based on observations in the present).
The dynamic approach has been applied in the current report.

In Chapters 4 to 6, the costs and benefits of immigration are presented, broken down by region of
2NAIAY YR AYYAINIXGA2Y Y20A0S® Ly (KSonultek| LIGSNE
Gy St O2yGNROodzi A2y 2 @Sddaysk Ky ol&lI ¥Hork, theé nétantriiutioi§ O 2 dzl
the balanceg benefits minus costs of a persors contribution to the treasury, calculated over his/her
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entire life course, from birth or immigration to death or remigration. In Chapter 4, the net contribution
of first-generation immigrants is provided. Chapter 5 discusses the net contribution and degree of in-
tegration of theDutchborn children of immigrants, that is, the second generation. In Chapter 6 the
net contribution of the first and second generation together is presented. This is not necessarily the
sum of the results of Chapters 4 and 5, because we must take into considesatibrthings as the
average number of children per woman and the fact that some of the children are born in the country
of origin and therefore according to the definition of the CBS belong to the first generation.

The analysis is further explored in Chapters 7 to 9. Chapter 7 discusses the net contribution of immi-
grants who came to the Netherlands during the period 12939. This is done for the total of all
immigrants as well as for subgroups broken down by regfarigin and immigration motives such as
asylum, work, study and family. In addition, for the years 20@80, a forecast of the total net costs

is given for three immigration scenarios, whereby it is striking that none of the scenarios show a posi-
tive balance. Chapter 8 discusses the costs and benefits of immigration, broken down into a number
of subitems such as taxes, benefits, allowances and care. Chapter 9 consists of two parts. The first
part explains how differences in school test scores and el level across the generations affect

the net contribution. The second part lists some lessons about integration that can be learned from it.

Chapters 10 and 11 deal with the question of whether immigration can be a solution to the issue of
demographic ageing. Chapter 10 examines whether immigration can be a solution to demographic
ageing itself. Chapter 11 answers the question of whether inatiiyr is a realistic option to absorb

the costs of demographic ageing.

In Chapter 12; Discussiorg the policy relevance of the research results is interpreted in the light of
the limited sovereignty of the Netherlands with regard to immigration and the incompatibilityeef
immigration and the welfare state. Finally, a justification of the research methods is given in the Tech-
nical Appendix.
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2 Context, immigration, immigration policy and economic effects
By Gerrit Kreffer, Joop Hartog and Jan van de Beek

2.1 Introduction

To outline the broader context, this chapter provides a brief overview of a number of relevant demo-
graphic, legal and economic aspects of immigration. In 82.2 some demographic effects of immigration
are explained, including the phenomenon that the popuatiwith an immigration background is
growing steadily due to immigration, while the population with a Dutch background is steadily shrink-

ing due to a low number of children. The demographic change triggered by a combination of low fer-
tility and highimmigr 6 A2y Kl & 06SSy RdzwoSR (KS W¢KANR 5SY23N
pher David Colemaff.At the end of §2.2, attention is paid to the relationship between probability of
remigration and benefit dependence, in relation to the®d f f SR Wg St FI NBgthel 3y Sii
assumption that a welfare state attracts (leskilled)immigrants. In §2.3, an outline is given of the
development over time of the legal regulation of immigration, which of course influences the nature

and extent of immigration. Finally, §2.4 highlights some important economic aspects of immigration.

In its 20@’#immigration study, theCPB Netherlands Bureau for Economic Policy An&GRBlistin-

guished three types of economic effects of immigration:

1) income effects related to the functioning of the labour market;
2) effects on public resources (which ultimately lead to income effects);
3) effects (including income effects) of increasing population density.

In Chapterd) to 8, the current report presents a calculation of the effects mentioned under 2), the
effects of immigration on public resources. The economic effects of immigration referred to under 1)
and 3) are discussed in 82.4 on the basis of scientific literafinewelfare magnet hypothesis is also
briefly addressed. The literature on the effects on public resodté®@summarized in Chapter 3.

2.2 Development of immigration and population size

The Netherlands has undeniably been an immigration country for a long time. This is not so much the
result of a deliberate policy, in which the wishes of the Dutch voters are expressed, but simply a fact.
This is illustrated ifrigure2.1, where the number of immigrants per 1000 inhabitants is given for the
Netherlands and the United Statesa country that is seen by many #® preeminent immigration
country. Over the period 1952018, immigration per 1000 residents for the Netherlands (the dotted
orange line) exceeds the immigration per 1000 residents in the United States (the dotted blue line)
each year.

However, the Netherlands has a more dynamic immigration pattern than the US: a relatively large
number of immigrants arrive, but a relatively large number of people also [Eavee migration bal-

ance (immigration minus emigration) per 1000 inhabitants is therefore generally lower for the Neth-
erlands (solid orange line) than for the US (solid blue line). However, a sharp upward trend has been

3 Coleman, D. (2006)

7*Roodenburg, H., R. Euwals & H. ter Rele (2003)

S Also referred to as the fiscal effects, budgetary effects or effects on public finances.

8 n addition to people with a firsjeneration immigration background who remigrate, many people born in the
Netherlands also emigrate, both people with a Dutch background (native Dutch) and people with a-genend
eration immigration background.

49



observed for the Netherlands since about 2010. The Dutch migration balance per 1000 inhabitants
even exceeds the number of immigrants to the US per 1000 inhabitants during the perio@2D4.5

This largescale immigration is a relatively recent phenomenon. In the nineteenth and early twentieth
centuries, immigration in the Netherlandsunlike in the US, for examptgwas a fairly limited phe-
nomenon!’ On average, more people left than came, partly due to emigration to countries such as the
US. Immigrants who came to the Netherlands mainly came from the colonies and surrounding coun-
tries. In part, this involved labour immigration, such as miners fronm@sy, Poland and Italy. During

the interwar period, many Germamaidsalso offered their services in this country. Another part in-
volved what would now be called humanitarian immigration. During the First World War there was a
fairly large influx of war refugees from Belgium. Many Jews arrived in the 1930s, as well amnistsimu
socialists and artists from Germany and Austria, who were fleeing the Nazi régime.

16
eeeeee Immigration US
14 9
12
10 Immigration Netherlands
8
6 Migration balance US
4
2 P —— s 2 EET LA Migration balance Netherlands
ol ‘
0
-2 . .
Migration balance Netherlands,
4 excl. Dutch-born (until 1970),
Dutch nationality (1977-1994)
™ 9 X O X O X O K O K O '
TGRS QAR LR IR SR I I S Dutch background (from 1995).
F 7 NS S
RIS S NS S RO S S

Figure2.1 Immigration and migration balance per 1000 inhabitants for the Netherlands and the US. Source: Our
own calculation based on Statistics Netherlands StatLine, US Census, UshHS8eweurity, UN Population Divi-
sion.

From the Second World War onwards, immigration began to grow strongly, initially mainly due to the
arrival of several hundred thousand Infutch citizens at the time of the decolonization of the Dutch
East Indies, now Indonesia. From the 1960s onwardssplontaneous and recruited influx of unskilled
and lowskilled guest workers from countries around the Mediterranean Sea bookveen in the
1970s¢ influenced by rising unemploymentpolicy measures were introduced to limit labour migra-
tion, family formation and family reunification from countries such as Turkey and Morocco took off.
For a long time, immigration from Suriname consisted of elite immigration of relatively modest size,

"7 Boonstraet al.(2007), however, even further back in time, for example during the seventeenth century, there
was largescale immigration, see for examgdlecassen, J. M. W. G., & Penninx, R. (198528

"8 This paragraph and the following two paragraphs are, in addition to the sources mentioned, partly based on
Boonstraet al.(2007),Lucassen, J. M. W. G., & Penninx, R. (188&)Jaas, H. & A. Sprangers (2007) ¥ad de

Beek, J. H. (2010), Chapter 5
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but there were a few sharp peaks, around Surinamese independence in 1975 and again aroufid 1980.
From the mid1980s, the influx of asylum seekers increased: in 1985 there were more than 5,000 asy-
lum seekers and in 1990 more than 20,000 for the first time. In 1994, asylum immigration peaked at
over 50,000, in large part as a result of the ongoing disiimg of Yugoslavia, the Soviet Union and
the Warsaw Pad® Around the year 2000, immigration from the (former) Netherlands Antilles and
Aruba was relatively extensive, with up to 10,000 people annéally.

In recent decades, immigration has become increasingly important due to the free movement of la-

bour within the EU. From 2007 onwards, due to the lifting of entry restrictions, immigration mainly

from Central and Eastern Europe has increased. The arribédldfy skilled knowledge and studp-

migrants from outside the EU is also a relatively recent and increasing phenomenon. Finally, the num-

ber of asylum seekers rose to 43,000 in 2015 as a result of thielsé f SR WNB FdzaSS ONXR &)
are people fronSyria, but in 2012016 there was also a striking increase in asylum immigration from
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Figure2.2 Population increase per twengyear period since 1900 due to surplus births and migration balance (left
axis) and total population size (right axis). Columns below the zero line symbolize negative migration balances.
Source: Statistics Netherlands StatLine

Initially, postwar immigration had no major impact on population growth. In contrast to the US, the
Netherlands is at the same time also partly an emigration country with regard to the native population.

®Nicolaas, H. & A. Sprangers (2007)

80 Statistics Netherlands StatLiné\sielverzoeken; nationaliteit, vanaf 197%etrieved 1312-2020 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/80059ned/table?d|=47A34

81 That is, the number of people with a firgeneration immigration background from the (former) Netherlands
Antilles, Aruba, see Statistics Netherlands StatlBevolkingsontwikkeling; migratieachtergrond en generatie
retrieved 1312-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/70751ned/table?d|=47A0C

82 Statistics Netherlands StatLindé\sielverzoeken; nationaliteit, vanaf 197%etrieved 1312-2020 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/80059ned/table?d|=47A38
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In the 1950s and 1960s in particular, several hundreds of thousands of Dutch people left for countries
such as Canada, Australia and the US, encouraged by the government, which was concerned about
overpopulation. Moreover, after that, more native Dutch pd® usually left than returned. To make

this clear,Figure2.1 also provides an estimate of the migration balance of only people with an immi-
gration background (the thin grey dotted line).

From the 1970s onwards, immigration has increasingly become the engine of Dutch population
growth. This is illustrated iRigure2.2. In this figure, the grey line indicates the size of the population,
which can be read on the right axis. The orange and blue columns indicate the magnitude of the com-
ponents of population growth, which can be read on the left axis. These growth compoaenthe
migration balance (orange iRigure2.2) and the birth surplus (birth minus mortality, blue Figure

2.2). Until the 1970s, the birth surplus was responsible for population growth. The migration balance
moved around zero or was limited in size and alternately positive and negative. From the 1970s on-
wards, contraception decreased the birth surplus and thiegisnigration balance became an increas-
ingly important part of the population growttn the period 2012019 (not shown separately Figure

2.2), the migration balance (53,000 per year on average) contributed significantly more to population
growth than the birth surplus (29,000 per year on average).

Table2.1 Birth surplus, migration balance and total population growth (absolute and relative) by immigration
background, 2012019. Source: Statistics Netherlands StatLine.

Background 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 201020192
Dutch background

gps)?/lvjtlr?(t;? 01 01 00 00 00 -01 -01 -01 -01 -01 0.0
Population growth 13 7 0 -2 1 -9 -8 -10 -13 -9 -29
Birth surplus 19 16 8 5 9 -2 -3 -6 -10 -8 27
Migration balance! -5 -8 -7 -6 -7 -6 -5 -3 -2 0 -51

Western immigration background
Population

growth(%) 18 19 13 13 19 18 20 24 26 31 2.0
Population growth 26 29 20 20 30 29 33 40 45 54 327
Birth surplus 2 2 1 1 2 1 1 1 1 2 15
Migration balance? 25 27 19 19 27 28 32 39 44 53 313
Non-Western immigration background

g%%t'ﬁ(tj;;' 22 20 15 16 21 29 37 32 31 35 2.6
Population growth 41 38 28 31 41 58 77 69 69 80 534
Birth surplus 28 27 26 25 25 24 25 24 24 24 252
Migration balance! 14 11 2 6 15 34 52 45 44 56 278

Including administrative corrections.

2For the absolute numbers, the sum has been taken for the years-2019. For the percentagesi.e., the 'Population
growth (%)’ rowg the 10thpower root has been taken from the ratio between the population size on 31 December :
and 1 January 2010. Note: The population size on 31 December 2019 is not included in this table.
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Figure2.3 Population development in the Netherlands by size and immigration background, observation (1900
2019) and forecast (2020060). The composition according to immigration background for the period 190D

has been estimated by interpolation on the basithef number of people born abroad (first generation) known
from census and increase by the estimated number of descendants (second generation), based on the observa-
tions from 1972, by assuming the ratio betweéhahd 2 generationfor the year1900 equato 1 and interpo-
lating the years in between.

Table2.1 zooms in further on the period 2012019. This shows striking differences between the pop-
ulation with and the population without an immigration background. The population with a Western
immigration background has grown by an average of 2.0% annuallytereast decade, mainly due

to immigration and a little due to natural growth (births minus deaths). In absolute numbers, the West-
ern population growth amounted to 327 thousand persons, comparable to the population of the mu-
nicipality of Utrecht. The popation with a nonWestern immigration background grew by an average

of 2.6%, due to a combination of immigration and a considerable annual birth surplus of approximately
25,000 persons. The nefWestern population grew by more than half a million people,citéquates

to the size of the municipality of The Hague.

Table2.1 shows an opposite picture for the population with a Dutch background. At the beginning of
the period, the native Dutch population showed a modest growth (+0.1%), which turned into a slight
contraction halfway through the decadeQ;1%). The cause of thimtive Dutch contractioff is the
aceing of the population, or rather, dejination®, the phenomenon that, due to a low number of
children, each generation is smaller than the previous one. With the current (2019) number of Dutch

83 This shrinking process is already underway, but the view on it is somewhat obscured because the population
with a Dutch background is declining on the one hand due to children from mixed relationships and on the other
hand increasing due to the birth ohitddren with a thirdgenerationimmigration backgroundvho have a Dutch
background according to the CBS definiti®@ee the definitions of Dutch background and immigration back-
ground in the Glossary and the Technical Appendix

84Beets, G. C. N. (2008)
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children of approximately 1.6 children per wonigrthe population without immigration will halve
every 100 yeaf§in the long term.

The bottom line is that the population with a Dutch background is shrinking due to a negative migration
balance and increasingly also because the mortality surplus is increasing as a resittgpéad deju-
vination. The population with an immigration background is growing sharply due to immigration and
among norWestern immigrants also due to natural growth. In fact, all population growth in the Neth-
erlands is immigratiomelated, in a direct sese (due to a positive migration balance of the population
with an immigration background) or indirectly (due to a positive birth surplus of the population with
an immigration background).

¢ KS W¢ KANR 5 SY 2ahebheiforhedon thatkhg réldtive Sharg ¢ the population with

an immigrant background is steadily increasing due to a combination of low native fertility and high
immigration ¢ means that the implications of immigratioron public finances will become increas-
ingly relevant to policy over timeThe third demographic transition is fairly common in Western coun-
tries with a low number of children and a strong attraction for immigrants. The fairly massivevpost
immigration and the drastic decline in the number of children from the 1970s onwanes Iad a
profound effect on the composition and size of the Dutch populatigure2.3 shows the broad out-
lines of the population development, from the beginning of the twentieth century to the present, as
well as the Statistics Netherlands forecast up to 2060. The graph clearly illustrates the third demo-
graphic transition. Until about 197@he population with a Dutch background grew quite rapidly due
to natural growth, after which the growth levelled off due to birth control and eventually began to
decline. The population with an immigration background started to grow extra strongly foout a
1970 because, in addition to steady Western immigration, from that moment on, substantial non
Western immigration also occurred. Both simultaneously occurring movengemtshrinking popula-
tion with a Dutch background and a growing population withiramigration background reinforce
each other and lead to a rapid change in the composition of the popul&ion.

The population size has also increased sharply due to immigration. In 1900, the Netherlands had 5.1
million inhabitants, including more than 90,000 foreigorn people?” almost 2% of the population.

¢CKS adlFGAaaAaAoOrt OFGS3A2NE WYAINI GA2Y oF O13INRBdzyRQ
ation was not tracked, but roughly 4% of population having an immigration background seems a rea-
sonable estimate for 1900 u@ently, the population is 17.4 million people, of which 2.3 million (13%)

were born abroad. In total, 4.2 million inhabitants have a first or seegameration immigration back-

ground, or 24% of the total population (s&able2.2).

8 The average number of children per woman was almost the same in 2019 for the population with a Dutch
background (1,573) and the population with an immigration background (1,592), although the differences be-
tween Western (1,343) and neWestern (1,766) imigration background are substantial, see Statistics Nether-
lands StatLineGeboorte; vruchtbaarheid, migratieachtergrond en generatie mogegtieved 1412-2020 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/83307NED/table?d|=493D3

8 This refers to the steady state, the stable development state that the population will approach more and more
with the passage of time if the number of children remains 1.6 per woman and the migration balance is perma-
nently equal to zero and also the otheariables such as mortality, fertility etc. remain constant. See the Tech-
nical Appendix.

871n current terminology: persons with a firgenerationimmigration background
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Continuous immigration has therefore greatly increased the population size. Without immigration, the
Netherlands wouldy the end of 2022ave had an estimated B million fewer inhabitants, so 13.

million instead of the current 18.million. 8 Immigration will continue to increase the population for
decades to come. According tbe Statistics Netherlandpopulationforecast20192060 (seeTable

2.2), the population in 2060 will be 19.6 million inhabitants. If there were no immigration from now
on, the population size would drop to about 16 million inhabitants. The difference attributable to im-
migration is therefore about 3.6 million inhabitarf&A simple rule of thumb is that every 10,000 in-
crease in the average annual migration balance will increase the population by about 0.6 million people
in 2060 and 1.2 million people in 2100.

Table2.2 Population by immigration background in 2020 (observation) and 2060 (Statistics Netherlands forecast).
Source Statistics Netherlands StatLine, Population forecast by immigration backgroun@@s0)9

Population absolute (millions of people) and relati@6)

Immigration background 2020 pbserved 2060 forecasted
Total 17.4 100% 19.6 100%
Dutch background 13.2 76% 11.9 61%
With immigration backgrand 4.2 24% 7.6 39%
1stgeneration 2.3 13% 4.2 21%
2"d generation 2.0 11% 35 18%
Westemn 1.8 11% 3.1 16%
Westen 1%t generatbn 0.9 5% 1.8 9%
Westen 2" generatbn 0.9 5% 1.3 7%
Non-Westem 2.4 14% 4.5 23%
Non-Westem 1t generatbn 1.3 8% 2.3 12%
Non-Westem 2" generatbn 1.1 6% 2.1 11%

With continued immigration, ethnic diversity will also continue to increase, all the more because the
population with a Dutch background is shrinking, due teirag and dejuvinatiori* According to the
Statistics Netherland®recast (sed able2.2), 7.6 million people will have an immigration background

in 2060, which amounts to 39% of the total population. The proportion of Western immigrants will rise
from 11% to 16% in the next 40 years. For Wdastern immigrants the increase is even maore pro-
nounced: from 14% to 23% of the total population.

Another way to consider the future ethnic composition is to look at the immigration backgrouhd of
yearolds.Figure2.4 shows this structure for the population of 2016, the reference year of the current
study® The youth is the future, it turns out, because the distribution over the Dutch, Western and
nonWestern background is the sanas that in theStatistics Netherlandpopulation forecast for

88 See the Technical Appendix.

8 See the Technical Appendix.

9 Statistics Netherland®rognose bevolking naar migratieachtergrond (2@D80) retrieved 1512-2020 from:
https://www.cbs.nl/nl-nl/achtergrond/2019/51/prognosebevolkingnaarmigratieachtergrong-2019-2060--

% Change in the share with a Dutch background is also partly a matter of definitiofpctaete 83.

921ncluded are the zergearold residents on 1 January 2016 and all zgearold immigrants who immigrated
during 2016, see Technical Appendix.
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20602 The figure also illustrates that the secegdneration noAWestern is twice as large as the sec-
ond-generation Western, which can partly be traced backhe size and age composition of both
groups and partly to differences in fertilify.

Another striking difference is that with a Western immigration background, the third generation al-
most always has one parent with a Dutch background. The gioupS & B$gedestion, both par-

ents 29 generatiorg is hardly visible in the figure because of its small size. Those with egtnieta-

tion Western background have, as it were, been absorbed into the population. In the third generation
of immigrants with a noftWestern background, both groups are about gemne size, which indicates
that those wih a seconefjeneration noAWestern immigration background are less likely to have a
partner with Dutch background than those with a secaysheration Western immigration back-
ground?®

100% I B Non-Western, 3™ generation, one parent 2" generation

90% Non-Western 23% ® Non-Western, 3™ generation, both parents 2™ generation

80% B Non-Western, 2" generation, both parents born abroad

70% Western 16% B Non-Western, 2" generation, one parent born abroad

60% . B Non-Western, 1° generation

50% B Western, 3™ generation, one parent 2™ generation

40% B Western, 3™ generation, both parents 2™ generation
Dutch 61%

30% Western, 2™ generation, both parents born abroad

20% Western, 2™ generation, one parent born abroad

10% B Western, 1% generation

0% _ B Dutch

Figure2.4 Relative share by immigration backgroundegfearolds. Shown aré-yearolds with a firstgeneration
immigration background who immigrated during 2648nd0-year-olds with a Dutch, second or thiggneration
(immigration) background who were registered in the GBA on 1 January 2016. Source: own calculation based on
Statistics NetherlandStatLine andtatistics Netherlandsicrodata.

Until now, the discussion of the ethnic composition has been limited to the fairly rough division of

Dutch, Western and nelVestern backgrounds. An important reason for this is that detailed data on

ethnic background have only been kept by Statistics Nddhes from 1995 onwards. Until the late

Mpy nasr (KS O2tfS800A2Yy 2F WSHKYAO RIGIQ 614 O2yaA
08 NI OSQd ¢KS NI i Aiddhioreribéleiinigratior? Polisy) ol LEBNdade it

93 NB: this calculation was first performed and presented in January 2018, before the publication of this Statistics
Netherlands forecast.

% See for fertility differences Statistics Netherlands Statl@ehoorte; vruchtbaarheid, migratieachtergrond en
generatie moederretrieved 1412-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/83307NED/ta-
ble?dI=4BD29

% See also Chapter 9.

% See the Technical Appendix.
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clear that a lack of even the most basic statistical data seriously hindered the implementation and
monitoring of integration policy. The government recognized this problem and, with the Sensitive Data
Decree (1993) and the Statistics Netherlands Act (L,996vided a legal framework for collecting data
related to ethnicity?’

The increased availability of data since 1995 makes it possible to provide a detailed picture of the
composition and development @hmigrant populations (seEigure2.5). The graph shows that groups

with a Western immigration background are shrinking (Indonesia) or more or less stable, with the ex-
ception of Central and Eastern Europe (CEE countries), where there is rapid growth. In the groups with

a nonWestern immigratn background, the growth is mainly due to an increase in immigration from

Asia and to a lesser extent Africa and Latin America. Recently there was a significant increase in asylum
AYYAIANI GA2Y FNBY ! FNAOI FyR (K3 aaMmPORY NBAMARY=E RYFC
key, Morocco, Suriname and the (former) Netherlands Antilles and Aruba show more moderate
growth.

4.5 "
S wLatin America*
N E u (Former) Antilles
3.5 B Suriname
3 m Africa (excl. Morocco
25 m Morocco
H Turkey
2 Asia (excl. Indon., Japan]
15 m Other outside Europe
1 Indonesia
05 Other Europe
0 m CEE** countries
1996 2000 2005 2010 2015 2019 ® EU (excl. CEE countries)

*Excl. Suriname, (former) Antilles **Central and Eastern Europe

Figure2.5 Population as of 1 January by immigration backgré&nti9962019. Source: Statistics Netherlands
StatLine.

A few comments are in order. The figures show residents registered in the population administration
and not illegal immigrants, foreign nationals who do not have a valid residence permit and who are in
the Netherlands without permission. Their number hagb estimated at 20,000 to 63,080ln addi-

tion, descendants of secorgkneration immigrants the third generatiorg are counted as Dutch with
Dutch background. Imost publicly accessible statistics on Statistics Netherlands StatLine, the third

9Van de Beek, J. H. (2010)

%8 Region of origin according to the p2rt division, see the Glossary, with the EU broken down by CEE countries
and other.

% Van der Heijden et al., 2015
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generation is not distinguished separately. However, a number of datasets are available on the size
according to age and immigration backgroufit.

With a view to calculating the fiscal costs and benefits according to immigration motive, a brief de-
scription of the development of immigration regarding (inferred) immigration motive follows. This be-
gins with the immigration for residents of the Europdanion and EFTA (Switzerland, Norway, Iceland
and Liechtenstein). These immigrants are allowed to travel freely to the Netherlands and work or study
there. Figure2.6 provides an overview of immigration from these countries, broken down into Central
and Eastern European countries (CEE countries) and the other EU/EFTA countries (excluding the Neth-
erlands). It can be seen that the total annual immigration has increagefid in 20 years, from over
20,000 to over 110,000 immigrants per year. Study immigration in particular and, to a lesser extent,
labour immigration have grown strongly in size. This is largely due to immigration from Central and
Eastern Europe, whichdreased sharply after existing restrictions for most CEE countries were lifted
in 2007. In 2018, these countries accounted for about half ofrtimigration from EU/EFTA countries.

120.000

m CEE countries Other/unknown
100.000

m CEE countries Study

80.000 m CEE countries Family

m CEE countries Labour
60.000

Other EU/EFTA Other/unknown

Immigration per year

40.000
Other EU/EFTA Study

20.000 m Other EU/EFTA Family

m Other EU/EFTA Labour

0
1999 2005 2010 2015 2018

Figure2.6 Immigration by nationality and inferred immigration motive for CEE countries and other EU/EFTA coun-
tries (excluding the Netherlands). Source: Statistics Netherlands St¥fLine

Figure2.7 shows the influx of immigrants from outside the EU/EFTA, broken down by inferred immi-
gration motive. Here too, study and labour immigration has increased sharply, with a large part of the
increase being attributable to Asian study and labioomigrants. Family immigration shows a striking
decrease at the beginning of the century, which is partly due to the tightening of admission require-
ments, in particular the introduction of thé/et inburgering in het buitenlan@ivic Integration Abroad

Act) (see 82.3). Initially, asylum immigration often has an unknown origin, due to the loss or

100 See the Technical Appendix.
101 statistics Netherlands StatLirlepmigranten EU/EFTA; afgeleid migratiedoel, sociaaleconomische categorie
retrieved 1512-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/84808NED/table?dI=46EOQE
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misappropriation of identity documents. At the end of the period, the origin of most asylum seekers is
known and it has been established that they mainly come from Africa and the MiddI&East.

100.000
m Asylum Africa, Afghanistan,
90.000 Iraqg, Iran, Syria and Turkey
80.000 m Asylum Unknown / Stateless
§ 70.000 m Asylum Other
>
© 60.000
Q | Family
S 50.000
[ .
= Study Asia
2 40.000 Y
IS
E 30.000 H Study Other
20.000 m Labour Asia
10.000
Labour Other
0
1999 2005 2010 2015 2018

Figure2.7 Immigration by inferred immigration motive for ndtlJ/EFTA countries. Source: Statistics Netherlands
StatLine.

Finally, some observations with regard to remigration. The probability of remigration determines the
average length of stay of immigrants. That is why this probability of great importance in determining
the costs and benefits over the entire duration oétstay. There are major differences between origin
groups and immigration motives when it comes to probability of remigration.

Figure2.8 shows the probability ofesidenceby immigration motive and region of origin. After 15
years of residencd-{gure2.8 left), a quarter of immigrants from the EU or EFTA are still present in the
Netherlands. This is about half for immigrants from outside the EU/EFTA area. The difference according
to immigration motive is even greater: for asylum and fanmiynigrants, after 15 years of residence,

55% to 60% are still in the Netherlands and for work, study and other motives it is aroun&ig0eé (

2.8 right).

Seltselection with regard to benefit dependence is also important for a-besefit analysis of immi-
gration. The costs and benefits of immigration are strongly linked to income redistribution by the wel-
fare state and the progressive tax system. As veleRplained in §2.4, the smalled welfare magnet
hypothesis exists in the economic literature. According to this hypothesis, generous welfare state pro-
visions attract (lowskilled) immigrants. The analysis in the current report is limited to immigrants wh
are already in the Netherlands. No empirical research is therefore being conducted into the effect of
social security on the choice immigrants make to come to the Netherlands as their country of destina-
tion.

102 The data does not allow further breakdown, which is why the five countries Turkey, Syria, Iraq, Iran and Af-
ghanistan have been taken as an approximation for the Middle East.
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The reverse analysing whether benefit dependency influences remigragahoweverpossible for
immigrants present in the Netherlands.Figure2.9, for a large number of cohorts, the percentage of
immigrants who left after 10 years of residence is offset against the number of immigrants who re-
ceived benefits after two years of residence. The grey trend line is clearly decreasing.

100% 100%
90% 90%
80% 80%
70% 70%
60% 60% —
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% 0%
0 5 10 15 0 5 10 15
Years of residence Years of residence
=FEU/EFTA Non-EU/EFTA Labour Study Other
e ASylum Family

Figure2.8 Cumulative probability of residence by length of stay in years for immigrants who came to the Nether-
lands in the period 1992004,by region oforigin (left) and migration motive (rightDur own calculation based
on CBSStatLingt03 104

In cohortd%of which few immigrants receive benefits after two years, the tendency to leave the Neth-
erlands again within 10 years is significant. Of cohorts with less than 5% benefit recipients, 30% to 90%
of the immigrants usually lefwithin 10 years. Two subgroups can be distinguished within this group.

Of immigrants from Japan, South Korea, India, South Africa, Australia, Canada and the US, 60% to 90%
left the Netherlandswithin 10 years (green dots Figure2.9 above. Among immigrants from Russia,
Ukraine, China, Brazil, Indonesia and the Philippines (blue dbigline2.9 above) the probability of
departure is much smaller at 30 to 60%.

The reverse also applies to the cohorts shown here: the higher the benefit dependency after two years,
the less immigrants are inclined to leave the Netherlands within 10 years. For immigrants from the
classic countries of origin Turkey, Morocco and Surmégrey dots ifrigure2.9 above), the probabil-

ity of receiving benefits after two years of residence is considerably higher by 5% to 12% and the prob-
ability of departure is correspondingly smaller by 15% to 40%. This applies even more to countries
where many asylum seekers come from.fglthan half of the immigrants from Afghanistan, Iraq and
Syria (orange dots iRigure2.9 above came as asylum seekers. Up to 10 to 50% of them were on
benefits after two years and 70 to 90% were still in the Netherlands after 10 years. For Iran and Eritrea

103 statistics Netherlands StatLitmigranten niet EU/EFTA; migratiemotief, sociaaleconomische categerie
trieved 31-2020 from:https://opendata.cbs.nl/#/CBS/nl/dataset/84809NED/table?d|=48B50

104 Statistics Netherlands StatLit@migranten EU/EFTA; afgeleid migratiedoel, sociaaleconomische categorie
retrieved 31-2020 from:https://opendata.cbs.nl/#/CBS/nl/dataset/84808NED/table?d|=48B55

105 A cohort ishereacombination of immigration year and nationalifflhe nationalities Somali and Eritrean have
been clustered and, in addition, two consecutive years have been added together for the nationality Syrian (from
2002) and the cluster Somali/Eritrean (from 2004) in order to avoid bias by small g&muah groups cause bias
because the valuds these Statistics Netherlands StatLine tables are rounded to multiples of 5.
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(together with Somalia, the yellow dotskilgure2.9 above, more than a quarter were asylum seekers
and the dependency on benefits is lower and the probability of departure is greater. Somalis are a big
exception: an average of 60% were asylum immigrants, but there is also a lot of emigration to, among
other pleces, the United Kingdom.
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Figure2.9 Above:The percentage of a particular cohort that remigrateithin 10 years of residence, compared

to the percentage of the relevant cohort that received benefits as the main source of income after two years of
residence, for 224 cohorts that immigrated during the period 1289, by nationality for 21 neBEU/EFTA coun-
tries.Below The percentage of a particular cohort that remigrateithin 10 years of residence, compared to the
percentage of the relevant cohort that received benefits as the main source of incomEdaféars of residenge

for a breakdown of the world into 42 countries and regi@whorts 19992009. The classification into World
Value Survey (WVS) clusters is for the purposa ahalysis in 89.13The lines are trend lines (regression lines,
logarithmic).Source: Our own calculation based on Statistics Netherlands Stattine

106 Computation based on Statistics Netherlands StatLine ¢&iave and beloywimmigranten niet EU/EFTA;
migratiemotief, sociaaleconomische categoriébelow) Immigranten EU/EFTA; afgeleid migratiedoel,
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Figure2.9 (below) shows a similar analysis for a division of the world into 42 coulifréesl regions-%®

The average probability of an immigrant leaving the Netherlands after 10 years is compared to the
average probability of an immigrant receiving benefits after 10 years. Furthermore, the EU/EFTA coun-
tries were added in this analysis (yellow dotd=igure2.9 below). Despite a freer migration regime,
these countries also show a similar correlation between remigration probability and benefit depend-
ency.

It is abundantly clear that benefit dependency is associated with lower probability of remigration, alt-

hough the causal mechanisms require further research. If immigrants on benefits remigrate less often

than people without benefits, negative salélectian occurs with regard to benefit dependence, which
SyiGdlrAata 02adGa TFT2NJ G6KS (GNBFadaNBEO LG | LIISENABR GKIF G
in the metaphorwe cannot commentofi KS SEGSyd (2 6KAOK GKS WwWgSt FI N
from great distances to the Netherlands will be left open, but it is certain that the welfare magnet is

strong enough to keep benefitependent immigrants in the Dutch welfare state relatively often.

Selfselection based on benefit dependency for remigration can further increase the pressure that low

skilled immigration already puts on the welfare state. The Netherlands is de facto an immigration coun-

try with a dynamic immigration pattern: a lot of imignation, but also a lot of remigration. Many peo-

LX S WFt26QF a Al 6SNBIX Wi KNER dz3depeidérimmiant ®NI | Yy R 3
particular relatively often settle in the Netherlands for a long time or permanently. Contrary to the
numerical proportions, social assistance already consists of approximately 10% Western and 50% non
Western immigrant$®® The selfselection mechanism observed here can perpetuate or increase this
excessive benefit dependence among immigrants, further increasing the pressure of immigration on

the welfare state.

2.3 Salient developments in policy
The legal regulation of immigration has three parts: national legislation for admission of aliens, national
legislation for admission to the labour market and international legislation.

Until 1965, the admission of aliens was based ontreemdelingenwie(Aliens Act) 01849. The law

had only 21 articles and was astonishingly simple: aliens with sufficient means of subsistence, property
or work, are admitted if they had a passport, were known to two residents or even if they reported to
the police!'! TheVreemdelingenweof 1965 has 52 articles, but essentially sets the same conditions:
sufficient means of support, and no risk to public order or national security. If the conditions were met,

a permanent residence permit would be issued after five years VFaemdelingenwieof 2000 regu-

lates admission in 124 articles. Sufficient means of subsistence as well as not being a risk to public
order or national security are still regarded as conditions. Now however a residence permit is only

sociaaleconomische  categorie Retrieved 3-1-2020 from:  https://opendata.cbs.nl/#/CBS/nl/da-
taset/84809NED/table?dI=4A135 respectively https://opendata.cbs.nl/#/CBS/nl/dataset/84808NED/ta-
ble?dI=51109

107To avoid very small numbsyrLatvia and Lithuania have been combined into one category.

108 In order to maximise the number of observations the categories Other America, Other Africa, Other Asia,
Other Oceania and Other EU have been includatie analysis.

109 Our own calculation based on Statistics Netherlands StatBieesonen met bijstand; persoonskenmerken
retrieved 122-2021 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/82016NED/table?dI=4D617

110The information in this paragraph is taken from Lange, T. D. (2007)
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granted if international obligations require it, if admission serves an essential Dutch interest, or on
humanitarian grounds. A residence permit will be refused or not renewed if the applicant does not
comply with the conditions of the law regarding the glmyment of aliens.

In addition, from 2000 onwards, the admission policy with regard to famitgigrationhas become
mixed with integration policy. Therare (stricter) requirements for the minimum age of the partners
and the minimum income of the family initiatét? In 2006, with the entry into force of th&/et in-
burgering in het buitenlan{Civic Integration Abroad Act), an additional requirement was added that
the partner arrivingrom outside the Netherlands must successfully pass a civic integration examina-
tion that must be paid for himself. These measures led to a significant reduction in fiammilgration

from, for example, Turkey and Morocés.

The first national regulation on admission to the labour market was just as brief. In the 12 articles of
the Wet Regeling Arbeid Vreemdeling&oreigners' Employment Regulation aft1934, the national
government was given the option to oblige employers to apply for a work permit for foreign employees
in specified professions or branches of industfy.

In 1969 the law was replaced by théet Arbeidsvergunning Vreemdeling®ork Permit Actof1964.

Now, by order of the EEC, it became the employee instead of the employer who had to apply for a
work permit. The permit was refused if the employee did not have a valid residence permit and if the
situation on the labour market gave cause to dothe;criteriahoweverwere not specified.

In theWet Arbeid Buitenlandse WerkneméFareign Workers Act) dB79 the permit requirement is

again imposed on employers. A maximum is now imposed on the number of foreign employees per
employer. The permit can be refused if the employee does not have a residence permit, if sufficient
supply is available in the Netherland 2 NJ Ay (G KS WNBONHA GYSyd O2dzy G NAS
SNIFYyRa Kra | GNBlFGe F2N w3dzSad 62N] SNAQO FyR A7
guirement ofinsufficient labour supply did not apply to spouses and immature children. A work permit

was not required for foreign nationals with a permanent residence permit, for certain professions, for

foreign nationals who had worked lawfully in the Netherlandsafoleast five yearsr for their family

members. International obligations also led to exemptions, such as for EEC nationals.

Sincel995, theWet Arbeid Vreemdelinggiliens Employment Apbf 1994 has appliedyhich ises-

sentially the same as the 1979 Act. The maximum number of foreign nationals per envpisyelim-

inated, the permit is granted for a maximum of one year and can be refused if the employer offers
poor working conditions. It may also be demanded that the employer make an effort to train personnel
itself in the event of a lack of supply. Regulation of higkijesl immigration, as an exemption from
applicable regictions, has always remained in the lee of public discussions. The criterion was usually
the salary (in 1969 the income limit for the health insurance fund in which half of the population was
compulsorily insured, in 1973 a limit of 75% above the medibaur wages in industry, in 2008was
epnInnnus gAGK &a2YS FTRRAGAZ2YIFE O2yRAGAZ2yad ¢KS
academics, later also ICT workers. In 2005, Rlegeling Kennis MigrantgiKnowledgelmmigrants

1125ee Wilkinson, C., Goedvolk, M., & Dieten, S. V. (2008), Figure 3.7, pg. 52

1135ee Wilkinson, C., Goedvolk, M., & Dieten, S. V. (2008), Figure 3.7, pg. 57

114n 1937 the scheme was extended to saifiployed people, because many foreigners offered themselves as
selfemployed.
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Schemgwas introduced, with salary as the sole criteri@d3,000 per yeare32,600 for employees
under the age of 30).

International regulation started modestly in 1951, when the six countries of the European Coal and
Steel Community agreed that qualified workers could move freely across the six labour markets. In
1953, the OESO/OECD determined that in the event of aofatktional supply, immigrants had to be
admitted and that a work permit had to be renewed after five years regardless of the situation on the
labour market. The Treaty of Rome, which launched the EEC in 1958, promised unfettered labour mo-
bility in 1970. Tis was achieved step by step, and due to the expansion of the EEC into the EU, this
now applies to the 28 countries of the EU and the EFTA countries, to employees)gklfed persons

and their family memberst®

The UN Refugee Conventioh1951 has been in force in the Netherlands since 1954. The Refugee
Convention stipulates that refugees cannot be returned to the area where their lives or freedom are
threatened on the basis of race, religion, nationality, political opinion or belongiagésticular social

group. This is known as the noefoulement principle, which is a prohibition against the deportation

of persons who fear persecution. Incidentally, this principle does not imply an obligation to admit per-
sons who are not yein the territory. Refugees should not be discriminated against in their rights in
comparison toresidentsor other immigrants. The convention does not give the right to freedom of
establishment in a country, only access to the legal system. The convention does prescribe free access
to the labaur market after three years of legal residence.

The effect of this treaty was initially limited to refugee flows resulting from the Second World War.
This implied not only a limitation in time, but also a de facto limitation to refugees coming from Europe.
These restrictions were released in 1967 witie tadoption of a supplement to the original treaty
known as théMew York Protoc@ This created an opeended scheme that in principle gives thik
earth's inhabitants the right to an asylum procedure in the Netherlands and in practice has led to the
settlement of large groups of asylum seekers.

If we consider the main outlines of the developments, we see that from 1849 to 2000 the national
legislation on the admission of aliens was very liberal: sufficient means of existence, no threat to public
order (no beggars, no rioters). In 2000 the stambenanges: foreign nationals must serve an essential
Dutch interest.

In the early years of the arrival ahmigrant workers, parliamentary influence was limited and im-
portant decisions were made by executive officials, particularly Social Affairs offieihlsidification
camelater, for labar immigration familyimmigrationand asylummmigration For example, it was a

judge who ruled in 1973 that the residence permit of an immigrant who was entitled to unemployment
benefits could not be withdrawn. As De Lange concluded about the periodM®FénY & Cdzy RSR
specialized legal aid and judges whitically monitoredthe actions of the administration also jointly
F2NY¥SR | yS¢Whkeraafidial reduldidoreaNE jubidification, partly on the basis of this

115For the EU and the EFTA countries minus Switzerland, this is arranged via the EEA (see Glossary), for Switzer-
land via Schengen.

1161 ange, T. D. (2007)

1171 ange, T. D. (2007), pg. 237
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regulation (at the Court of Justice of the EU and the European Court of Human Rights), have severely
restricted national policy space.

2.4 The economic significance of immigration: a literature review

Immigration has potential economic effects through its influence on the size and composition of the
population, in particular the lahar force. This sectiomakes use afhe literature to examine the in-
come effects of immigration and the effeasncluding income effects of increasing population den-

sity. In addition, the s@alled¥elfare magnet hypothes3the assumption that a welfare state attracts
(low-skilled)immigrants, is discussed. All of these effects can directly or indirectly affefistiatef-

fects of immigration, which are the main topic of the current report. The scientific literaturfescal
effects itself is discussed in Chapter 3.

If we limit ourselves to measured incomes, we can distinguish betweesctlle effectandratio ef-
fectsof immigration. Scale effects occur as the size of the economy increases due to immigration and
the resulting population growth. Ratio effects arise when immigration changes the relationships be-
tween production factors (such as labour and capital) or leetwlabour market segments (such as

the low and high skilled). Those ratio effects can in turn lead to redistribution effects, i.e., redistribution
of income by changing the relative scarcity of the relevant factors of production or labour market seg-
ments. For example, landowners or capital owners may benefit from immigration arskitled work-

ers may be disadvantaged if there is a lotaaf-skilled immigration.

There is a purely scale effect if immigrants have the same characteristics as residents and if production
factors other than labour (such as capital) can be kept constant per worker. This occurs when the pop-
ulation grows through immigration, but the qualibf the workforce does not change, because the
immigrants do not differ from residents in terms of education, creativity, entrepreneurship and the
like, and immigrants are equipped with the same amount of capital, such as machines and buildings,
as residats. The economy is then inflated proportionally, as it were, because all production factors
increase in equal measure. By default, it is assumed that at the level of the national economy there are
no significant economies of scale or diseconomies of sealéncrease in the population while main-
taining the equipment of the workers (with capital, etc.) has no effect on the income per capita. Coun-
tries with a larger population do not have a higher per capita income than countries with a smaller
population.In economist jargon: there are constant returns to scale.

If the population increases through immigration and the total amount of capital remains constant, the
amount of capital per worker decreasé#apital dilutiorfoccurs. This is a ratio effect that will affect
relative rewards. Relatively more abundant labour will become cheaper, relatively scarcer capital will
yield more. Model calculatiof® with realistic parameter valuesround the year 2000 estimate that
immigration for the Netherlands results in a loss for labour of 2.99% of the national income and a profit
for capital of 3.14% of the national income. The net benefit of immigratiafso referred to as the
$higration surplu€ thus amounts to 0.15% of the national incomé° This clearly shows that redis-
tribution through immigration is quantitatively much more important than the net benefit. The degree
of redistribution and the size of the immigration surplus depend on the flexibility in the economy, in
particular on the wagsensitivity of the demand for labour. With great sensitivity, a slight fall in wages

118Based on a stylized model Bbrjas (1995)
1193.14%¢ 2.99%.
120WRR (2001), pg. 99, similar calculations for the US show similar results.
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already leads to a large increase in the demand for labour. In that case, extra supply of labour as a
result of immigration can easily be absorbed by the labour market, without the wages changing signif-
icantly. Then there is little redistribution and a dinanmigration surplus. The reverse applies to a
demand for labour that is not very sensitive to wages. Empirical research shows large differences in
estimates of that sensitivitj?!

Capital per worker can remain constant if it can be borrowed indefinitely on an open international
capital market at a given interest rate. This is in fact the current Dutch situation. Capital per worker
can also remain constant because immigrants brirggrtbwn capital, as was the case in the 16th and
17th century for the Southern Netherlands and Huguenots. If capital is to be raised from domestic
savings, a larger workforce means that more capital is needed to keep the amount of capital per worker
constant. Then the income per capita falls. This was the fear that led to an active emigration policy in
the 1950s. Brunow, Nijkamp and P&3talculate that capital dilution due to immigration in the OECD
countries in 2002010 would lead to an annuedductionin income of 0.14% per year, with an actual
average growth of 1.2% per ye&?.

If immigrants do not have the same qualities as residents, a different ratio effect occurs. The relation-
ships between different categories of labour change, which leads to redistribution: substitutes lose,
complements gain. Substitutes are immigrants wbmpete with residents: the arrival of foreign un-
skilled people, for example, puts pressure on the wages of resident unskilled people. The reverse is
true for resident workers who are complementary to immigrants: the arrival of unskilled immigrants,
S0 to peak, increases the demand for trainers, supervisors and accountants.

Research into the effects of immigration on wages yields quite varied results. An overview of such
studies concludes that with an increase in the fraction of immigrants in a local labour market by 10
percentage points (i.e., from 5% to 15%), the wage®sidents will be more than 1% low&f.But

not all controversies in this field have besettled. There is hardly any systematic research into the
difference in effects on substitutes and complem&nt

In practice, both ratio effectg capital dilution and redistribution between the low and the High
skilled¢g can occur simultaneously. A higher level of education of immigrants can counteract the effect
of capital dilution (less physical capital per worker). This is illustrated by two stoidiles effect of
immigration in OECD countries, in successive periods in which immigration changed in character, from
low to highly educated. Dolado, Goria and Ichfhanalysed data for 23 OECD countries in the period
1960-1985. In that period, immigrants in each country had on average less human & pélica-

tion, etc.) thanresidents An increase in the migration balance of 1 immigrant per 1000 inhabitants,
under these circumstances, reduced the growth of income per capita by 0.04 percentagé?point.

1211 onghi, S., P. Nijkamp & J. Poot (2004)

122Brunow, S., P. Nijkamp & J. Poot (2015)

123Brunow, S., P. Nijkamp & J. Poot (2015)

1241 onghi, S., P. Nijkamp & J. Poot (2004)

125Dolado, J., A. Goria & A. Ichino (1994)

126 Human capital is the store of knowledge, competences, skills and tajenutsh as creativity, that embody

the ability to perform productive labour.

127pgpulation growth due to immigration had a greater negative effect on income growth than native population
growth, but the difference between the two effects is halved by the human capital that the immigrants bring
with them.
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Boubtane, Dumont and Ratt estimate a similar model for 22 OECD countries in the years-1986
2006. In this period, recent immigrants in almost all countries have a higher share of highly e¢ficated
thanresident$3C. Now the positive effect of imported human capital dominates the negative effect of
capital dilution. An increase imigration balanceof 50% leads on average to an increase in annual
productivity growth of 0.3 percentage point. In a third study, Ortega and¥estimated the effect

of immigration in 14 OECD countries in 12805. They find higher employment and higher gross
national product, but unchanged wages, capital intensity and national product per hour worked. These
results are fully in line with constaneturns to scale (absence of economies of scale or diseconomies
of scale).

In the CPB repotmmigration and the Dutch Econort8003}32 ¢ on which the current report builds
with regard to thefiscaleffects ¢ the ratio and redistribution effects discussed above both dis-
cussed. Based on model calculatitiisthe CPB concludes that the immigration surplus is only a frac-
tion of the redistribution. With a constant amount of capital, the effect of a 5% increase in the labour
force due to immigration is 7 to 11% higher income for capital owners aleghending orthe propor-

tion of low and higkskilled immigrants; 2 to 10% lower income for resident workers. If capital is
mobile, there is only redistribution between the low and the haliled: if the immigration of the low
skilled workers increases by 5%, theome of the higkskilled will rise by 2% and the income of the
low skilled will fall by 6%. If only the highly skilled come, theliigkilled lose 1% and the loskilled

gain 3%. The immigration surplus is in all cases only hundredths of a percéiitaige.calculations
discussed above are based on a stylized model, with a fixed labour suppbidentsand without a
minimum wageor social safety net. In extensions of this model with minimum wages, social security
and an imperfect labour market, where the supply of {@mnd highskilled labour responds differently

to the influx of immigrants, immigration leads not only to income et§e but also to unemployment
and benefit dependenc€® In general, social security reduces the absorption capacity of the labour
market for low and unskilled immigrants and certainly for immigrants with a lower productivity than
the minimum wage, benefit dependence is a real risk.

Income equality, minimum wages and social security are associated witketesdtion ofimmigrants
regardinghuman capital, in particulathe level of education. Something simitaayoccur with remi-
gration with regard to benefit dependency (see §2.2). Suchsgddiction potentially affects the con-
tribution of immigrants to government revenues and expenditures. Thesmabed netfiscalcontri-
butions form the core of this reporEor this, he flows of immigrants who have come to the Nether-
lands in a pdicular year are accepted as given. We do not provide an analysis of the selection of
immigrants who chose the Netherlands, but some results from the literature can be pointed out here.

In the United States, a literature has developed ondtteaction effectof generous social services: the
hypothesis of the wiare magnet. In Europe, mich hasa different and very varied institutional

128 Boubtane, E., J. C. Dumont & C. Rault (2014)

129 Tertiary education.

130 Measured by the proportion of tertiary educated people. In the Netherlands, 205, the proportion
among residents was just above 0.2, for immigrants just below 0.3, according to Figure C4 in Boubtane et al.
1310rtega, F. & G. Peri (2009)

132Roodenburg, H., R. Euwals & H. ter Rele (2003)

133Based on a stylized model Bbrjas (1995)

134 Roodenburg, H., R. Euwals & H. ter Rele (2003), §3.3

135Roodenburg, H., R. Euwals & H. ter Rele (2003), §3.4
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structure, relatively little empirical research has been published. The conclusion is often drawn that
the effect of social security benefits on immigration is limitedt, it is possible to nuance thiBPeder-

sen et alt*®analyse themmigrationfrom 129 countries to 22 OECD countries in the period 188ID.

They find a strong influence of already established immigrqnte socalled network effectg and

very weak effects of public welfare benefits as a fraction of GDP. De Giorgi and Pékizaly the
choice of destination country in the EU15 within the grougnahigrants coming to the EU15, in the
period 19942001. They find predicted effectsnmigrants prefer countries with higher wages, higher
social benefits and lower unemployment. Social benefits are here very precisely defined as the benefit
entitlements for a precisely defined person without work. The effect of wages is significantlyestrong
than the effect of benefits® However, if unemployment rises from 6 to 7% in one country and falls
from 6 to 5% in another, the effect on immigration can be neutralized by increasing benefits in one
country by 15% and decreag it by 15%in another. That does indicate a considerable effect of
changes in policy parameters.

Razin and WahB# distinguish two regimes: free and limited immigration. Free immigration applies
within the EU (EU14 plus Norway and Switzerland in the study), limited immigration applies to immi-
gration to the EU from 10 developed countries and 23 developing countrieghégears 1992000,
GKS8 FAYR O2yFANIAGOK R Y2 RARSAKE e ¥ o BATFKNBENES Y20Af A
lead to an increase in the share of lskilled immigrants. The second hypothesis is that under the
regime of limited immigration, more generous benefits lead to a greater proportion of the higher ed-
ucated. The argument here is that with limited immigration, the political support for more emphasis
on the admission of higher skilled people increases, because of a favourable effeotiantjity and
government budget. This second hypothesis emerges significantly less strongly from the econometric
test. Note that this second hypothesis is not about-seliection at a low level of education among
(aspiring) immigrants, but about poliayakers who select based on a high level of education, in order

to avoid an unfavourable effect of leskilled immigration on productivity and government budget.

Zorlui* analysed administrative data on benefit use in the Netherlands for individual groups of immi-
grants (Moroccans, Turks, Surinamese, Antilleans, othef\Mestern, Westerners). He reports that

first and seconejeneration immigrants from neklVestern countriesaare more likely to receive social
assistance and disability benefits andlbeit to a lesser exterg unemployment benefits. Adjustment

for personal characteristics reduces the probability of assistance foestern immigrants from 5

to 2 times that ¢ Western immigrants. The probability of assistance for seggartkration noAWest-

ern immigrants hardly differs from the probability for the first generation (after adjustment for age).
NonWestern immigrants therefore have characteristics that hinderdtiainment of economic inde-
pendence and given those characteristics, they have more difficulty achieving economic independ-
encelt

136 pedersen, P., M. Pytlikova & N. Smith (2008)

137 De Giorgi, G. & M. Pellizzari (2009)

138 Measured in standard deviations three times as strong.

139Razin, A. & J. Wahba (2015)

140Zorlu, A. (2013)

141This does not say anything about the causes. Labour market discrimination, a lower average level of education,
but also negative selelection on benefit dependence by remigration (see §2.2) are among the possible expla-
nations.
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Immigration can be an important factor in the development of population size and population density.
In the Netherlands, immigration has even becothe determining factor in population growth. The
literature discussed above does not show that immigration has a substantial robust effect on the av-
erage income of residents. In particular, redistribution effects are to be expected. If the population
grows through immigration, the amount of land can hardly keep up. There is a ratio effect, with result-
ing redistibution. FrencPf? research shows that land prices in agglomeration centres are 3% higher
when population growth is one percentage point higher. The price structure of land in urban areas (the
land price in relation to the distance to the centre) is hardly sensitive to jatipn growth. The rise in

land prices leads to the economic advantage of urban areas being skimmed off by landowners.

Research at the level of regions within countries indicates minor scale effects of local population den-
sity on local incomes. The basic hypothesis in this literature is that population concentration can lead
to agglomeration benefits, because in agglomamas close competition forces high productivity, in-
novations spread faster and a heterogeneous population promotes creativity and innovation. Testing
in various countries on income levejsot on income growth leads to the conclusion that within
countries regions with a higher population density have a higher average income. If the population
density in one region is twice as great as in another, the income is on average 5% to 8%higher
However, this is more an argument in favour of population concentration in citegher than spread-

ing across the countrg than an argument in favour of total population growth.

In the above analyses, it is always assumed that the development of knowledge follows its own auton-
omous path: inventors aredependent characterasho only follow their curiosity in attic rooms and

in garages (or at universities) and give their discoveries to the wind. It has also been suggested that a
larger population size leads to more innovations: the more people, the greater the chance of good

ideas. The thesis is controversial and the empirical substantiation is m&aghe real breakthrough

in theoretical analysis came in 1990 from Paul Romer with thealied theory of endogenous growth,

in which technological development is consciously created through investment in research. Romer's
theory has not been elaborated sgifically to determine the effect of immigration. Relevant to our

research question is his conclusion that growth in income is higher if the economy has more human
capital, but that the size of the (working) population has no influence on this. Basedmr'Rtheory,

one could speculate that the special qualities of immigrants make research into new technologies more
productive. One difficulty in testing Romer's theory is the use of variables that are difficult to measure,
adzOK & WSEA&MWMYSE (|W2eitSRRESM A VK i Aad K& SYLRAN
ence of immigrants and the diversity of the working population on all kinds of indicators, such as the
number of innovations in products and production processes, the number of patentagsagrowth,

(successful) new companies, et cetera. In an overview of such studies, Brunow, Nijkamp and Poot cau-
GA2dzate O2y Ot dzRS (KFdY aGKS ySiG SFFSOG 2F AYYAIAN
tive for the host country, butinany&aS A & y 2 (i & #NBRefcvieweof NatdaEal Atadentes

of Sciences, Engineering, and Medié¢thanainly for the US, shows that empirical and analytical results

can vary widely between studies and that causal effects are not easy to measure.

142Combes, ., G. Duranton & L. Gobillon (2012)

143 Ciccone, A. & R. Hall (1996j)e estimate has been confirmed in several later studies.
144 See Ermisch (1987)

145 Brunow, S., P. Nijkamp & J. Poot (20p§),1069

146 National Academies of Sciences, Engineering, and Medicine (2016)
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Increasing population density can also lead to land scarcity. In a densely populated country like the
Netherlands, this restriction is more serious than in sparsely populated countries. Land is important as
a location for companies, for housing, for rediea and of course for agriculture. Throughout the
postwar period, the discussions about immigration have repeatedly raised the argument of high pop-
ulation density. However, it has never demonstrably influenced Dutch immigration policy. It did, how-
ever, cetermine the emigration policy immediately after the war. lllustrative calculations suggest that
10% population growth, witfixed production technologycan lead to a-3% drop in per capita in-
comel#’

The analysis so far has mainly concerned the measured income. However, income as a measurement

has two important limitations. Income is an inadequate measure of psychologicabv@eR y 3 2 NJ WK |
LAy SaaQod 9EGSYyaArdS Al SNI G dpsgholkdical webairg B Rill 2 y (1 K &
not be considered further her&® And measured incomes are also not pure measures of economic
contribution (added value), due to unpriced variables and external effects.

Unpriced variables refer to items that are not traded in a market, so that pricing does not occur. Nice
landscapes and a clean living environment are figuratively estimated by many to be of inestimable
value and there is literally no price tag attachedtteither. Because there is no price for it, we do not
see effects on such variables in income formation, nor in the price index of consumption with which
real incomes are determined. Yet their importance for the voelihg of people is great.

There are external effects when the costs and benefits of an activity do not fall on the person who
carries out the activities, but on others. The price mechanism, on which the market economy is based,
is then not a good guideline for socially optimal anfibecause the decision about those activities is

not based on the full account of income and expenditure. Archetypal examples are environmental pol-
lution or noise nuisance, which in principle are not included in the price of car fuel or airline tickets.
There is a market for such goods and services, but the pricing that is established there does not reflect
all (social) costs and benefits that arise from these external effects. Fuel taxes and air passenger taxes
can be seen as attempts to include thesstsdn the price.

Unpriced variables and external effects are often negatively related to population density: the pressure
on the natural environment, biodiversity, noise, congestion, disappearance of cultural landscapes, et
cetera. Much research has now been done on meaguinpriced variables and developing a broader
measure of prosperity than national inconé.Statistics Netherlands and the Netherlands Environ-
mental Assessment Agency are international pioneers in this development. Some of the corrections to
the national income can be directly related to population size.

Population growth and the contribution of immigration to it is not yet part of government policy,
although some public discussion is underway. The policy relevance is evident because due to the
existing high population density, population growth affectsl&inds of major policy themes, such as
housing shortage, traffic congestion and environmental poliddready in the 1977 report of the
Muntendam®® Committee, the policy recommendation was distilled from the combination of constant

4T Hartog, J. (2011)

148 See Kahneman & Krueger (2008 overview and further literature references are also provided in Hartog
(2018)

149 See Hartog (2018) for references to the extensive literature.

150 CommissieMuntendam (1977)
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scale effectg a larger population size does not bring benefits through the aforementioned constant
returns to scale; and negative welfare effects via the ngpniced variables that the aim should be a
stationary population, where immigration would not¥ea significant impact on demographic devel-
opment in either the short or medium terr.
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3 Literature overview of the collective sector (fiscal impact)
By Hans Roodenburg

3.1 Introduction

There is extensive body of international literature on the implications of immigration for collective
FAYIFYOSs: O02YY2yfeé& NBFSNNBR (2 Ay 9y3IftAaK | & WTFA:
the Handbook of the Economics of Immigratidol. 1B from 2015 and in the OECDIsternational

Migration Outlook 2013% Olderreviews can be found in an OE@rking Papefrom 2007%, a

Working Papefrom CESifo from 2003 amdor the United Stateg in the Smith & Edmonston review

of 199714

Despite the large number of calculations of the effects of immigration on public finances that can be
F2dzy R Ay GKS fAGSNI Gdz2NBz AlG Aa y2Gd NBIFIRAf& LkRaaj
gration brings profit or loss to the public sealb® ¢ KSNB | NBE aSOSNIf NBlFaz2ya

In the first place, there is a great variety in the calculation methods used. Broadly speaking, two meth-

ods can be distinguished, which are referred to by Vafgast @+ | a Wwadl §A0Q.® yR WRe
The prototype of thestatick LILINR I OK A& | Wayl LJAK20iQd® h@SNI I NBf |
ayear, itis examined how much certain immigrants have contributed to the collective finances through

taxes andporemiumsand how much they have benefited from collective provisions. Contributions mi-
nusbenefitsyields the net contribution and this can of course be either positive and negative. A char-
acteristic of thedynamicapproach is that the net contribution of immigrants over their entire life

course is taken into accourthus, the widely differing net contributions in the different life stages are

taken into account. During youth and old age, the net contribution is negative and in the intervening

W OUADBSQ LISNA2R 2F0GSys o0dzi O SeMdiclarkyythednetyod isediny | f €
0KS LINBaSyd NBLRNI Flrffa Aydz2z GKS WReylIYAOQ OF (S

LY FRRAGAZ2Y (G2 GKS RAAGAYOUGA2Y 0Si6SSy waidl adaoQ
LINE I OK® C2NJ SEIFYLX ST (GKS LINRBotSY RSTFAyAGA2Yy OFy
BASERSR Ay (KS LI aGXNIS yne&iIMmimigr@tion/ aslit i éxpectéd$o b& dzii dzNE
2NJ I OO2NRAY3I G2 | OSNIIFIAY aOSYINAR2X YSIy F2NJ Lz
of this type are not made solely on the basis of hard figures, but also certain assumptions must be
made.To give an example: not all collective provisions can be unambiguously attributetivicluals

This will usually be possible with benefits and allowances to individuals, but decisions will have to be

made for other expenditures, such as public administration, infrastructure, defence and justice. Often

these expenditures are apportioned equally amyaall inhabitants, but a distribution key according to

the contribution to GDP is also possible, and sometimes these expenditures are disregarded alto-
gether.

lvargasSilva, C. (2015)

12 OECD (2013)

153 Jean, S. et a2007)

154 Smith, J. P& B. Edmon®n (eds) (1997)
15%v/argasSilva, C. (2015)
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Most studies, including theurrent study*®¢, are limited to the direct effects of immigration on collec-
tive finances, i.e., without taking into account indirect effects that can occur through interaction with
the rest of the economy. There are examples of studies that include such indirect éffects.

Second, it makes a lot of difference which immigrants are considered. For example, experience has
shown that, on average, large differences exist between immigrant groups, depending on origin and
immigration motive. In Western Europe, nddestern immigrarg are often more difficult to integrate

than immigrants from the European Union. And For8§ a8 4 SN} AYYAINI ydia 6AGK G
generally show a lower labour participation and higher benefit dependency than labour immigrants.
Furthermore, thedefinig y 2F WAYYAINIyiQ Aa y2i GKS aryS S@SN
in statistical registration. The country of birth is often decisive, but sometimes the nationality. Further-

more, some studies only look at the first generation, while othedisi also look at the second gen-

eration, and sometimes also at subsequent generations. It will be clear that this can make a difference

to the outcome of the calculations.

Third, there are major differences between the institutions in the host countries. This concerns in par-
ticular taxes, social security and pension schemes. With regard to taxes, this mainly concerns the level

of the tax burden and the progression in the mtdhe more generous the social security (level and
accessibility of benefits), the higher the costs a relatively high dependence on benefits of immigrants
entails. This applies both directly, through the level of benefits, and indirectly, because gesenial

security can encouragés use. With regard to pensions, it concerns the financing (which mix of pay
asyoud2 YR OFLAGIE FdzyRAy3I0 FyR GKS FAaol0lf NBIAYS
in which the premiums are deductible and the pensions are taxed). Ap@yuU-go system usually

works out more favourably for public finances than capital funding, certainly according to calculations

2F GKS wall GA0Q (eLlSs 06SOFdzasS A YYrxa3dwidgssysteml NB dza
immediately start paying for the pensions of the elderly, while they themselves do not yet receive a
pension. In the case of capital funding with a reversal rule, the effect is initially negative and only after
retirement does the opposite effectoour.

3.2 International comparison
The foregoing explanation offers clues for further explaining differences between studies in terms of
results. As a starting point, we take the following quote from an OECD Working Paper from 2007:

GLY Db2NIKSNY 9dz2NRBLISFY O2dzy iNASa X AYYAINIyiha
are estimated to generate significant fiscal costs (see Rooderdtaig2003, for the Nether-
lands®8, Pederson, 2002, and Schou, 2005, for Denmark and Storesletten, 2003, for Sweden;
for Germany, however, Bongt al.(2000) estimate the fiscal impact of immigration to be pos-
AGABSO ¢
¢CKS a0dzRASa YSYGA2ySR INB 2F GKS WReylIYAOQ (e&LlsS
ARSYUGAFASR WaArAayAFTAOLIyld FTAaOlFf 02aiGaQ F2NJ GKS b
to ¢ among other thingsg the relatively extensive widre state in these countries. However, Germany,

cnn M

156 This also applies to the CPB survey from 28@@Roodenburg, H., R. Euwals & H. ter Rele (2003)
157 See OECD (2013), pg. 132 and 143 onwards

158 Roodenburg, H., R. Euwals & H. ter Rele (2003)

159 Jean, S. et a2007)
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also a country with an extensive welfare state, shows a positive effect. For an explanation, we zoom in
on the differences between the Netherlands and Germany in the context of the studies concerned.

First, there are significant differences between the immigrant populations considered. In the Nether-
lands, these are nokVestern immigrants according to the country of birth critedi@$nin Germany,
these are residents of foreign nationalfity As a result, in addition to neWestern immigrants (mainly
Turkish guest workers and their descendants), Western immigrants (often from other member states
of the European Union) are included in the calculations. Western immigrants perform relatively wel
on the labour market on average. With regard to Turkish immigrants, Germany was at the time more
selective in recruiting guest workers than the Netherldftig his means that the differences in results
between the two studies can at least partly be explained by differences in economic potential between
the immigrant populations considered.

Second, there are also institutional differences. Germany has a much higher share of -teypay

go pension system than the Netherlands, which, as mentioned earlier, can give immigration a more
favourable effect on public finances. Another point consesncial security. At the time, the Nether-
lands had a generous scherfvéth the sacalled WAOY, both in terms of duration and level of benefit

¢ for disability, which term was generously interpreted in practice. This led to a significant outflow
from workto benefits. A comparable exit route from the labour process was lacking in Gelfihaxlly

of this contributes to the divergent results of the studies for the Netherlands and Germany.

Conclusion: both differences between the immigrants considered and differences in national institu-
tions contribute to the differing results in the relevant studies for the Netherlands and Germany.

3.3 The Netherlands

Research into the economic effects of immigration, and in particular the consequences for public fi-
nances, has never been popular among Dutch economists. This is remarkable because this type of re-
search is carried out abroad and in particular in the Un&ates and a lot is published aboudfit Van

de Beek®® has written a thick dissertation to explain this phenomenon. In it you can read how the
research in the Netherlands got off to a hesitant start and initishgmet with a lot of resistance.

The first steps were made within the civil service circuit. In 1988, the Social and Cultural Planning Office
(SCP) kicked off with an unpublisheshemorandum on the costs of the presence of ethnic minorities,

on behalf of theMinistry of Welfare, Public Health and Sgéft This exercise can be regarded as the

first costbenefit analysis of immigration to the Netherlands. The net costs, estimated over the period
1987-2000, turned out to beb3 billion Dutch guilders(24 billion euros¥’. In the same period, civil
servants in The Hague philosophized aloud about the abuse and improper use of bepnéditsign
nationals and about the possibilities of granting legally resident foreign nationals the right to social

160 For the second generation, the mother's country of birth is decisive if she was born abroad, and otherwise
that of the father.

161 Because Germany had a very restrictive naturalisation policy at the time, the difference with the country of
birth criterion is not as great as it seems at first glance.

162Eywals, R. et al. (20p$g. 2526

163Eywals, R. et al. (20p%g. 32

164 See for exampl&mith, J. P. & B. Edmonston (eds) (1997)

165\van deBeek, J. H. (2010)

166 SCP (1988)
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security only aftera certain amount ofime!®® In 1994, a committee chaired by senior civil servant
Geelhoed issued a report on possible spending cuts related to asylum*{folidyese first exercises
received little publicity, although the calculation of the SCP caused a lot of controversy in the world of
minority researcher<®, which mainly consists of social scientists.

In 1995 the agency Delphiconsult followed with the reg@oudmijn of Bodemloze PA®ver de kosten

en opbrengsten van etnische minderheden voor de Nederlandse(Gtadimine or Bottomless Pit?

The costs and benefits of ethnic minorities for the Dutch State), as commissioned byewdbaper
Publisher§™. According to the report, nekiVestern immigration had made a net contribution of tens

of billions to the state treasury in the period 196093. There are some comments to be made here.
According to the report, a tipping point was reached in 1980 anch#tecontribution has been nega-

tive ever since. Furthermore, the costs of the scheme for disability benefits have been disregarded and
the overrepresentation of the groups concerned in social assistance benefits has been underesti-
mated. All of this led talistorted results"2

The picture was less rosy in the 1999 b&iknen zonder kloppdEntering without Knocking) by Pieter

Lakemah’ In it, the author calculates that the Turkish and Moroccan guest workers have cost the
government70 billion Dutch guilders3® billion euros) since 1974, on balance and excluding interest.

The costs of immigration through the asylum chahffelan be added to thiBinnen zonder kloppen
ISYSNIGSR F €20 2F YSRAF FGdSyaAaAz2yed Ly KAa (GKSai
became clear that this type of research was tati&o

¢KS OIftOdzA FGAz2ya YSyGAz2ySR +020S OFly Fttf 6S OKI N
contribution to the treasury during the life course were not explicitly included in the calculations. In
2003, theCPB Netherlands Bureau for Economic Policy An&yBBpublished a broadased study

of the economic consequences of immigrafitinin which a separate chapter was devoted to the ef-
fects on public finances. The approach is based on generational accounting, which was a relatively new
technique at the time. An age profile of the net contribution to the public sector is drawn up for an
individual. Immigrants with the characteristics of the average Dutch peggmovided their age at

arrival is between approximately 15 and 45 yearsake a positive net contribution over their entire

life course. This contribution is of course higher ifomigrants who perform better on the labour
market than the average Dutch person. Immigrants with the average characteristics of the population
of nonWestern foreigners present make a negative net contributiorThe CPB then calculates the
longterm effects of a continuous influx of these types of immigrants, taking into account births (sec-
ond and subsequent generations), mortality and return migration. The positive budgetary effect of
immigrants with the charaeristics of the average Dutch person appears to be marginal. A significant

168 Ministry of Finance (1988), see alsn de Beek, J. H. (2016y. 258

169 Geelhoed, L. (1994)

170Van de Beek, J. H. (201pY. 261262

171 Delphiconsult (1995)

12\/an de Beek, J. H. (201py. 309311

173 akeman, P. (1999)

174 akeman, P. (1999). 153154

5Van de Beek, J. H. (201py. 311319

176 Roodenburg, H., R. Euwals & H. ter Rele (2003)

177 These arecurrentlyreferred to asPersons with a notwWesternimmigration backgroun@ @
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positive effect is observed for better performing immigrants and a clear negative effect for immigrants
with the characteristics of nelVestern immigrants.

In 2010 the research bureau Nyfer published a reld®tommissioned by th®utch Freedom Party

in which the same type of method was used, but in combination with mortgate data and other
assumptions. The report concludes that the immigration of large numbers of largely unskilled non
Western immigrants entails significant costs for publiafices.

In conclusion, it can be said that all the calculation exercises mentioned, with one exception (Delphi-
consult), point in the direction of a negative effect of immigration from Wdastern countries on
Dutch collective finances.

178Van der Geest, L. & A. Dietvorst (2010)
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4 The net fiscal contribution of firsgeneration immigrants
By Jan van de Beek

4.1 Introduction

This chapter deals with the net contribution that figgneration immigrants® make to the Dutch
treasury over their entire life course. The current report is therefore in principle an update of the re-
port Immigration and the Dutch Econorfrpm 2003 of the CPB Netherlands Bureau for Economic
Policy Analysi@CPB)This was the first report in which the fiscal costs and benefits of immigration for
the Netherlands were determined using generational accounting.

Generational accounting is used to determine what a person contributes to public finances over his or
her entire (remaining) life course in the form of, for example, taxes, premiums and excise trities (
enueg and what he or she receives from the treasury in the form of, for example, education, allow-
ances and benefitekpenditure3. The life course is measured from the moment of birth or immigra-
tion to the moment of death or remigration. The total net contribution over the (remaining) life course
is refered to in the current report as theet contribution
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€0

ion per age year

-€ 10.000

-€ 20.000

Net contribut

-€ 30.000
-€ 40.000

-€£ 50.000
0 10 20 30 40 50 60 70 80 90
Age year

Figured.1 Average fiscal net contribution per age year for the Dutch population, 2016. Source: Our own calcula-
tion based on Statistics Netherlands microdata and Statistics Netherlands StatLine.

To make this concreté&igured.1 shows the net contribution (benefits minus costs) per age year of the
Wi @SNIF IS 5 dzii OKthelrdBeMeBice ye& of xhy curremtrstady. This figure shows a charac-
teristic threeway division of life: (1) net costs during the youth phase (up to aB&uwears) mainly
because of education, (II) net benefits during working life (aboeé2years) because taxes and pre-
miums paid exceed costs for, for example, benefits and (1), once again, net costs during the retirement

1791n the current Statistics Netherlands terminology, affisE Y SNI G A2y AYYA3INI yi Aa NBFSN
afrst3SYSNY GA2Yy AYYAINIGA2Yy oF Ol3INRBdzyRQX 6K2 o0& RSTAYAD,

gl & 62Ny | oNRGlR@ry. 838 taz2 G(KS
180 Roodenburg, H., R. Euwals & H. ter Rele (2003)
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age (from approximately 65 years) because pensions and especially health care costs far exceed the
taxes paid. An immigrant who comes to the Netherlands on his thirtieth birthday, then makes a net
contribution to the treasury for 10 years each year asthe @S NJ 3S 5dzi OK LISNER2Y Q
grates again on his 40th birthday, in principle, makes a net contribution equal to the sum of the net
contributions for these ten age years (see the grey shaded p&igired.1). In principle, because the
calculation is actually more complék

In the remaining sections of this chapter, the main results with regard to the net contribution from the
CPB report are first summarized and the main methodological differences with the current study are
reviewed (84.2). Subsequently, the updated resules@esented and compared with the results from

the CPB report (84.3). Finally, the analysis is further explored with net contributions from immigrant
groups broken down into finer geographical divisions (84.4 and 84.5) and immigration motives such as
work, study, asylum and family (84.6).

4.2 Update of theCPBreport Immigration and the Dutch Economy
The 2003 CPB report examined the net contribufiéof non'Western immigration. In addition, the
ySi O2y(iNAodziA2Yy 2F | KeLRGKSGAOFE AYYAINI Y

KI ¢

LISNE2YQ Ay GSNXa 2F OKFNIOGSNRaAaGAOAE &dzOK & AyoO?
oF | -LYSKNFRKNX A Yy IQ AYYAIANY yizX | -&veérade Iabsus iakkétlpdrforA Y Y A 3 N

mance, was also determined. In all these calculations, the CPB took into account the chances of remi-
gration and deathH®

Figure4.2 shows the core result of that analysis. The horizontal axis shows the entry age, i.e., the age
at the time of immigration. The vertical axis shows the net contribution to the treasury over the re-
maining life course, that is, from the moment of immigrattorthe moment of death or remigration.

Net contribution means the total benefits for the treasury minus the total costs for the treasury, meas-
ured over the entire (remaining) life course. It can be seen that, according to this calculation, the av-
erage nonWestern immigrant does not make a positive net contribution at any entry age. The least
bad result is a negative net contribution of roughk50,000 at entry ages around 25 years. For-non
Western immigrants who come to the Netherlands as small children(negative) net contribution

over the life course is around 100,000.

The current report presents an update of the aforementioned calculation in the CPB report from 2003.
The approach is broadly the same, but there are also some major differences. First of all, there has of
course been inflation in the meantime, which wolldve to increase the nominal amounts by about

a third 184 Furthermore, the calculations in the current report are based on more recent and more
extensive data. The current report uses Statistics Netherlands micrdgftatahort: CBS microdata)
These are very detailed, anonymised data of all more than 17 million inhabitants of the Netherlands.
These detailed microdata make it possible to further break down immigrant groups, for example by
region of origin and immigration motives such as asylork, study and family.

181 For more information, see the Glossary, Chapté8®4.1 and the Technical Appendix.

By GKS /t. NBLEZ2NI NBFSNNBR (2 Fa wfraaolt ST¥Soda:x
183The amounts were also discounted at a real discount rate of 4.00% with an assumed productivity growth of
1.75%, Roodenburg, H., R. Euwals & H. ter Rele (2003), pg. 68, footnote 12

184 The CPB report is based on the base year 2000, see further the Technical Appendix.
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Figure4.2 Net contribution of four types of immigrants by age of entry. Source: free to CPB (2@@8)ration
and the Dutch Economyigure 4.4 p. 78°

In addition, there is also an important technical difference between the current study and the CPB
study from 2003: in 2003 the CPB calculated the costs foaled public goods such as public admin-
istration, defence and the like according to the extémtwhich citizens contributed to the gross do-
mestic product®®. As a result, citizens who earned a lot of money were also attributed many of these
costs. Conversely, few of the costs of those public goods were attributed to citizens who earned little.
In principle, the current report is based on the approach that@RrB has applied more recently in its
aging studies, in which the costs for public administration, defence and the like are the same for all
citizens!®’ In other words, in the CPB study from 2003 the individual importance of public goods was
measured against individual income, in the approach in the current report everyone has the same
interest in public goods. The approach in the CPB report from 200Belzex the differences between
groups considerably. Partly because of this, the differences between groups in the current report are
larger. For more details on the calculation, see the Technical Appe&etx§6.5 for a sensitivity anal-
ysis that shows the effect of the various choices on the net contribution

185Roodenburg, H., R. Euwals & H. ter Rele (2003)

186 Roodenburg, H., R. Euw&ld. ter Rele (2003pg. 67

BGh(iKSNI SELISYRAGAINB&AYL adzOK | & Lzt AO RYAYAAGNI GAZyYy |
AYF2NXYIGA2yE (GKS o0SySTAia | NB 5% dXBRNNIPRS odd3A (XSO Sylrzy S
bestuur en defensie, vormen een vaste fractie van het bbp. De baten ervan worden, bij gebrek aan informatie,

voor alle burgers gelijk veronderstedd8mid, B., ter Rele, H., Boeters, S., & Draper, N. A. Nibbelink & B. Wouterse

(2014), pg. 31
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Generational accounting used to determine what a person will contribute to public finances over his &
(remaining) life course in the form of, for example, taxes, premiums and excise rdwéesié3 and what he
or she receives from the treasury in the form of, for example, education, and bemgfienditure3. The life
course is measured from the moment of birth or immigration to the moment of death or remigration.

In concrete terms, one proceeds as follows with generatiaccouning. First, for each year of a persen
(remaining) life, one determines the net amownbenefits minus costg that the treasury is expected tq
receivefrom that personin that year. The current study uses data from the entire population that was pry¢
in the Netherlands in 2016 for this expectation. This was done as much as possible on the basis of
Netherlands microdata, very detailed anonymised data apaloximately 17 milliopersons included in the
population register of a Dutch municipality.

On the basis of these data for 2016, the average income and expenses for the treasury have been ¢
per age year for groups of people with certain characteristics suofmagration background (origin groug
generation) immigration motive and/or level of education. These amounts have been extrapolated as
rately as possible to the future, whereby adjustments have been made, among other things, on the
CPB data for matters such as the expected economic develoameémffects of (proposédolicy, such ag
the increase in the retirement age. Subsequently, it is assumed that these adjusted amounts for futy
of the persons concerned correspond with the amounts per age year observed for 2016. In concrete
an EU labar immigrant whoturns 30 in 2016 will be allocated the (corrected) amounts in 2026 that apy
to a 48yearold EU labor immigrant in 2016 (see the Technical Appendix for a further discussion of th
sumption). Subsequently, the-salledpresent valuef all (future amounts was determined at a certaiis-

count rate(see the Glossary). Finally, all these discounted amounts are added up. The amount that r
the total net contribution over the (remaining) life course, expressed as discounted value, which in the
report is referred to simply a&Het contributiol®

The concept gbresent valuean be understood as follows. If someone wants to b&0¢000.00 available fo
a trip in 10 years' time and he or she wants to make aofihdeposit for this now into a deposit account th
gives 1% interest, a deposita#,052.87 will suffice. The interesi-interest effect ensures that the amour
KFa 3INRgy G2 emnInnn FFGSNI man &8SEFENRD 5S3GSNYAY
discount rate is also used, for example, to calculate whether theyrthiat a pension fund has in cash in t
present is sufficient to pay all future pemss if the pension fund is at least achieves a return equal tg
discount rate.

When calculating the net contribution of immigrants, a number of things are not relevant for resident
of all, one must take into account remigration, because costs and benefitevitiophe exception of someg
benefitg when the immigrant has left the Netherlands again. In addition, one must also take into acco
age at the time of immigration, the salledentry age After all, only the costs and benefits during the stay
the Netherlands count and the amounts before the entry age mustfitverée ignored. The net contributio
over the (remaining) life course is therefore different for each entry age. Finally, when calculating
contribution of immigrants, one must take into account the distribution over entry ages of immigran
ferred to in this report as themmigration profile For many groups, for example, a large proportion of im
grants come to the Netherlands in their twenties and only a very small proportion in their eighties. Thig
that the net contribution of people itheir twenties must also weigh much more heavily than the net co
bution of people in their eighties. For this reason, the calculation of the net contribution of immigrg
weighted according to the aforementioned immigration profile.

Of course, the whole calculation is a bit more complex, because things like the costs for asylum recef
the issuing of residence permits, pension rights that are taken abroad, savings on the funding of hig
cation for students from outside tieuropean Economic Area and a few other things must also be take
account. Please refer to the Technisppendixor this.|talicized terms in this box are explained in more dé
in the Glossary.

Box4.1 Explanation of generational accounting.
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4.3 Net contribution of Western and nofWestern1st generation

This update first of all provides an analysis of the net contribution of the average, the Western and the
non-Western immigrant. In addition, the net contribution is also given of a hypothetical immigrant
KSNBAY Il FiSNJ NBFTSNNERNBZFOE@is eniabto theyaveingedhdtiveDdrchO K NB
person (resident with Dutch background) in terms of labour market performance, income, etc. and is

eqgual to the average immigrant in terms of immigration behaviour and accrual of pension and pension
rights 1% Finally, the net contribution is also given of the average native Dutch person born in 2016 and

the average resident of the Netherlands born in 26%6.

For immigrants, these calculations are based on the microdata of 1.9 million immigrants, including
more than 1.1 million noiWestern immigrants and nearly 0.8 million Western immigrants. The other
calculations are based on the data of 13.2 million natiuecD people and 17.2 million inhabitants of

the Netherlands respectively.

For the sake of readability, the amounts in the text of the rest of this chapter are given in multiples of
€5,000 as much as possible when referring to figures. In case of references to tables, rounding is used
in the table.

€ Han®anan

€ MAan®anan

-€ Mnneanan

-€ Hnnoanan

Net contribution per entry age

€ onnédanan
0 10 20 30 40 50 60 70 80 90

Entry age (age at the time of immigration)

Native Dutch reference First generation total

First generation western First generation non-western

Figure4.3 Net contribution by entry age for firgteneration immigrants, total and broken down by Western and
nonWestern and for hypothetical immigrants with the characteristics of the average native Dutch person (re-
FSNNBR (2 Fa Wyl (A d&rownzaltuatioNiaded omSitiSts CNettverlgnds GisitOrt ¥énd
Statistics Netherlands microdata.

The results of this calculation are showrigure4.3. The horizontal axis shows the entry age, i.e., the
age at the time of immigration. The vertical axis shows the net contribution to the treasury over the
entire life course, that is, from the moment of immigration to the moment of death or remigration.

188 See the Glossary and Technical Appendix for more information.
189\Where the net contribution is calculated from birth to the moment of death, without taking remigration into
account.
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It is clear that Western immigrants make a higher net contribution on average foregdighage than
non-Western immigrants. Furthermore, the native Dutch refereqtiee hypothetical immigrants with

the characteristics of the native Dutctperform better on average than both Western and Rdfest-

ern immigrants. In all cases, the maximum conttida is around an entry age (age at immigration) of
just under 30 years. There will then no longer be any costs for education, while there will still be a long
period in which taxes and premiums can be pdfd.

Figured.3 also shows that the average nédestern immigrant does not make a positive net contribu-
tion for any entry age. In the least unfavourable cqstthe average nofWestern immigrant immi-
grates around the age of 30Qthe net cost will be approximatelye125,000. The average Western
immigrant makes a positive net contribution over entry ages of roughly 15 to 50 years, peaking at
approximatelye85,000. Thenative Dutch reference does even better with a peak that is almost twice
as high at approximately155,000. The average immigrant in the Netherlagde Westerrand non-
Western together, indicated iffigure4.2 & WTANR G X 8oesSmal niakeZaypositive det £ Q
contribution at any entry age; the least negative contribution is approximatet,000.

In the last column oTable4.1, the net contribution per person is given for the different groups. The
amounts vary considerably. The average Western immigrant makes a positive contribug#@d0
from the moment of immigration to the moment of remigration or death. The averageWestern
immigrant makes dnegative net contribution of- €167,000, in other words: it costs the treasury
€167,000 net. The average immigrant (so Western and-Wastern together) makes a negative net
contribution of- €76,000 over the entire life span. The native Dutch referenttee hypothetical im-
migrant with the characteristics of the average native Dutch pecsmakes a positive net contribution
of €98,000.

~

Forcomparisorifable4.1 f a2 aK2ga (GKS ySi O2yiNROodziA2Yya F2NJ I
born in 2016 {€65,000) and a native Dutch person born in 20463(000).As said, &Vestern immi-

grant makes a net contribution @42,000 which is considerably greater than te8,000 of a native

Dutch person born in 2016. That seems more positive than it is. After all, for immigrants there are
usually relatively little costs for the yougihase of lifeas most immigrants are adults when they come.
Figure4.1 shows that those costs are very significant. The total amount for child benefits, education,
student finance and care that the average resident of the Netherlands receives over the first 20 years
of life is approximatelg200,000. With immigration, the government therefore saves considerably on
the costs for the youth phase, because only a relatively small part of the first generation immigrates
as children. A difference @#5,000 does not reflect that savings. That is why the native Dutch refer-
ence has been created as a reference category for this report. Comparison shows that the average
Western immigrant underperforms by abowts6,000 compared to the native Dutch reference
(€98,000- €42,000, sedable4.1).

The results found in the current report are in line with the results in the-@p8&rt Immigration and
the Dutch Economfyom 2003 In order to be able to compare the results with regard to the net con-
tribution of the first generation of noiWestern immigrants, the information from the CPB report has

1%0Moreover, at that age the costs for old age are still far in the future, and therefore due to discounting they do
not count as much as for immigrants who come to the Netherlands at a higher age.
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been reduced to the conditions of the current report. This is estimated to generate a net contribution
of approximately- €200,000, which is slightly lower than the resulfliable4.1.

Table4.1 Above net contribution for immigrants, with remigration, (right) net contribution per person, (left) net
contribution by entry age for six selected entry ages and (middle) for a hypothetical family consisting of two
parents with entry age 30 years, one childhwentry age zero and one child with an entrance age of ten years.
Below net contribution, from birth, without remigration, for persons born in the Netherlands. NB: there may be
minor deviations due to rounding. Source: own calculation based on Stahigtiberlands StatLine and Statistics
Netherlands microdata.

bSi O2y(iNAOGdziA2Yy OE ¢

by entry age (years) hypothet- per

Immigrants (with remigration) 0 10 30 50 70 90 fanlﬁgl person
First generation total -179 -160 -37 -95 -190 -149 -414 -76
First generation Western -69 -37 83 7 -154 -145 60 42
First generation nofWestern -266 -257 -125 -174 -236 -161 =772 -167
Native Dutch reference -49 0 153 48 -148 -149 256 98
Born in the Netherlands (without emigration) per person
Average native Dutch person (person with a Dutch background) -3
Average resident (total alnmigration backgrouns) -65

Following the CPB study from 2003, we can alsolad®e4.1 to perform simple calculations. To this
end, the amounts fronfrigured4.3 have been placed ihable4.1 for a number of entry ages. An average
immigrant family with two thirtyyearold parents and two children born abroad, aged zero and ten,
respectively, costs the treasury more than four hundred thousand eured41(4,000). An average
Western family with the same composition yiekd80,000 for the treasury. An average ndfestern

family with this composition, on the other hand, costs almost eight hundred thousand euros (
€772,000). And if the hypothetical family has the characteristics of the native Dutch reference, it makes
a positive net contribution oé256,000.

As will become apparent in the following sections, things are more nuanced because the categories
Western and noiWestern are rather rough and there are major differences within these categories.
In addition, the second generation has not been consider@ hThere are children in this example,

but they also belong to the first generation, because they were born abroad. Nevertheless, these cal-
culations already provide a picture of the expected contributions.

4.4 Net contribution of 15t generation for 12Statistics Netherlandsvorld regions

The division into Western and nafvestern that was used in the previous section has the disadvantage

that it is rather coarse. In this section, the net contribution is presented for a breakdown into 12 re-

gions of origin, derived from Statistics Netherlanbfspresenting the population forecasts, Statistics
bSGKSNIIIYyRa dzaSad (KAA &ddz0RAGDAEAAZY I SIKIANNIK REONBFS
In this classification in addition to the Netherlandg four Western and seven neWestern egions

of origin are distinguished.

Of the four Western regions, two are located in Europe, namelyBepean Uniorand theOther
Europeregion (excluding Turkey). Turkey has been classified as-#\Vlestern European country by
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Statistics Netherlands. The other two Western regions lie outside Europe, namely the former colony
of Indonesia(which has been classified as Western by Statistics Netherlands) and the @tben
outside Europewhich includes North America, Oceania and Jagianlatter also classified as West-

ern.

Thesevennod SAGSNYy NBIA2Yya | NB (KS THERedsbiocedSJutinanieA OQ 02
and the region ofAruba and the (former) Netherlands Antillda addition, the continent region&sia

(excluding Indonesia and JapaAjrica (excluding Morocco) argtin America (excluding Suriname,

Aruba and the (former) Netherlands Antilles® distinguished.

The number of firsgeneration immigrants from these regions varies from 43 thousand for the region
Other outside Europe to 513 thousand for the European Union region. In total, the analysis is based
on 1.9 million firstgeneration immigrants.

Other outside Europe I < H NN
Native Dutch reference N c MmanzZnann
European Union B cppzZnnn
First generation Western Bl cnnznnn
Indonesia - MpZlnn
Latin America (excl. Suriname, Antilles) -€ T p 2 [ANANA
First generation total -€ T p X ANANA
Other Europe -€ y p 2 ANANA
Suriname -€ MM p ZNANANA
Asia (excluding Indonesia and Japan) -€ M p n ZNANANA
First generation non-Western -€ M C p 2NN
Aruba and (former) Netherlands Antilles -€ M T N 2NANENA
Africa (excl. Morocco) -€ MY N A
Turkey -€ H N1 N A
Morocco -€ H C N ZWFNAN
€ n

Net contribution

Figured.4 Net contribution of firsigeneration immigrants by immigration background and of native Dutch refer-
ence (hypothetical immigrant with the characteristics of the average native Dutch person). Source: our own cal-
culation based orstatistics Netherlands StatLine and Statistics Netherlands microdata.

The results are shown figure4.4. This figure also includes the results from the previous section. It

can be seen that only the region of origin Other outside Europe has a higher contribution than the

native Dutch reference the hypothetical immigrant with the characteristics of the eage native

Dutch. The net contribution of this group amountse200,000. This mainly concerns the countries of
2NAIAY WHLIYZ /FYFIRFY GKS {32 1 dZAGNITAlI FTYR bSg
SNYQ® LYYAIANIyYyda TFNBY GKS e55amedSmaye a! pgsitideynet 6 I LILIN
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contribution. Immigrants from Indonesia, also classified as Western, make a small negative contribu-
tion (- €15,000). There is one Western region with a substantial negative contribution, namely Rest of
Europe (approximatelye85,000). This is a very heterogeneous region, with prosperous EFTA countries
such as Norway and Switzerland, but also former Yugoslavia and the former Soviet Union where many
asylum immigrants come from, who on average make a substantial negative netbotiotr (see

84.6).

In this classification, neWestern immigrants make a negative net contribution, regardless of their
region of origin. Within the noWWestern regions, however, there is a large spread with the least neg-
ative net contributions for Latin America (approximigte €75,000) and Suriname (approximately
€115,000) and the largest net costs for immigrants from Turkey (approxima¢€@0,000) and Mo-
rocco (approximately €260,000). Immigrants from Asia (approximatel150,000), Africa (approxi-
mately - €180,000) and Aruba and the (former) Antiiégapproximately- €170,000) are in terms of
net costs around the average for nddestern immigrants (approximatehe 165,000).

4.5 Net contribution of 15 generation immigrants for 42 regions of origin

The division into 12 Statistics Netherlands regions does not do justice to the large differences within
regions and sweeps disparate countries into one heap. That is why these regions have been further

split into 42 regions of origin, also referred to &$ -WINNII RAGAAA2Yy Q Ay (KS NB
minimum group size in this format is 5,000 people and the average group size is 48,000 people. This
analysis is also based on Statistics Netherlands microdata of 1.9 milliegefirstation immigrants.

The results of this analysis are giverFigure4.5 in the form of a world map and also Trable4.3
002fdzYy W2 AGK NBYAINIGA2YZEZ DSyod mMQud LYy GKA& FA3
net contributions and red and orange colours represent (very) high negative net contributions. The
yellow colours represent more or less neutral wentributions (arounc0). In this map, the Nether-

lands is coloured with the net contribution of the Native Dutch referegeehypothetical immigrant

with the characteristics of the average Dutch native and the immigration behaviour of the average
immigrant.

This classification reveals major differences within the contirl€htsor Latin America, immigrants
from the Caribbean-E€195,000) make a much lower net contribution than immigrants from the eco-
nomically more developed southern countries such as Brazil and Argentina, which are part of the so
called Mercosur customs union.

Within Africa, there is a striking contrast between immigrants from Southern Africa, who make a pos-
itive net contribution 0£180,000, and immigrants from the rest of Africa. Immigration from the South-
ern Africa region is for the most part immigration from South Africa and corisists considerable

part ofimmigrants with younger or older Dutch roof§Immigrants from the East African region make

a modest negative net contribution to the treasutgnmigrants from he otherAfricanregions show

1911t can be argued that immigrants from Aruba and the (former) Netherlands Antilles are in a certain way not

F OGdzl & WAYGSNYIFGA2Y I Q AYYAINIydas odzi F2NJ GKS &l 1 S
192 The classification into continents follows ti8atistics Netherlandslassification intoWestern' and 'nor

Western' and according to this classification, North America (in the continent America), Japan and Indonesia (in

the continent Asia) and Turkey (according to 8tatistics Netherlandglassification in the continent Europe) are

classified by the CBS as thige'stern’ parts of otherwise 'nofiVestern' continents.

193See also §6.4 and the Glossary, term Southern Africa.
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significant negative net contributions. Immigrants from the Horn of Africa and Sudan region in partic-
ular ¢ with countries such as Somalia, Ethiopia and Eritrea where many asylum seekers come from
make asubstantialnegative net contribution, amounting to approximatelg315,000.

p €210.000

Figure4.5 Net contribution of firsgeneration immigrants for 42 regions of origin, with remigration. The Nether-
lands is coloured with the results of the native Dutch reference (a hypothetical immigrant with the characteristics
of the average native Dutch personpugce: Our own calculation based 8tatistics Netherlands StatLine and
Statistics Netherlands microdata

-€ 330.000

Within Asia, comparable negative amounts (approximat&l$20,000) apply to the net contribution

of immigrants from the Afghanistan, Iran, Syria and Iraq region, also a typical asylum origin region.
Furthermore, the difference between the net contribution of immigrants from Pakista@50,000)

and the rest of the Indian subcontinerg1(,000) is striking. These regions share a lot of culture and
history, but apparently have a different dynamic with regard to immigration to the Netherlands. Fi-
nally, there is a strong contrast between immigrants from Israel whiih, this classificatiotf, make

the highest net contribution within Asia €75,000) and the surrounding countries on the Arabian
Peninsula and Jordan and Lebaneal60,000).

Firstgeneration immigrants from Western countries generally make a positive contribution. This is
especially the case for Japan, France, Switzerland, Scandinavia and th&axagiocountries, with

North Americag210,000) as the outlier, and to a lesser extent for a number of other European coun-
tries. Immigrants from Central and Eastern European countries such as Romania, Bulgaria, Poland and
the Baltic states cost a ne0,000 toe50,000. Finally, also in Europe it is the immigrants from the
typical asjum origin regions of former Yugoslavia and the former Soviet Union who make the largest
negative net contribution relative to the other European countries 00,000 to- €130,000.

1941 e, the division into Western and newestern countries. Statistics Netherlands classifies Japan and Indone-
sia as Western and the other Asian countdescluding Israet as nonWestern. Among the nekiVestern coun-

tries in Asia, the net contribution of immants from Israel is highest. However, Japanese immigrants make a
higher net contribution than Israeli immigrants.
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4.6 Net contribution of 15t generation (from 1995) by motive and region of origin

This section presents the results of the analysis of the net contribution ofyirs¢ration immigrants

with different immigration motives. Five motives distinguished by Statistics Netherlands were used,
V6EYSte Wg2N] QX WalhdzRegX) WiyRe tWIES N®®F YCA fY&  RY WA
formation and family reunificatiorand is often abbreviated ithe currentreport asWatnily migratiorf

or simplyWamilyQ

The immigration motive is the immigration reason stated by the immigt&this concerns data from

the Immigration and Naturalisation ServitidD that is available for some of the immigrants and is
further supplemented by Statistics Netherlanidslt cannot be ruled out that motives other than the
stated motive also played a role, a point that will be explored furthegaml. Statistics Netherlands

also publishes statistics about the immigration motive (the reason for residence) that are based on the
actual behaviour of the immigrant after immigration. The motives in these statistics differ from the
statistics directly basedoIND data. In the present study, however, the latter have been used, because
they relate most directly to the admission policy as implemented by the IND and are therefore the
most policyrelevant.
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Figure4.6 Net contribution of firsfgeneration immigrants by immigration motive and entry age. For study and
work immigrants, the numbers for young ages are low and the profile is wholly or partly synthetic, which is indi-
cated by a dotted liné®” Source: Our own calculation based on Statistics Netherlands StatLine and Statistics
Netherlands microdata.

195This is not without obligation, because the migration motive determines the regulations that apply and there-
fore also the legal position of the person concerned.

196 |mputation by estimation based on the known data.

197 There are no data on labour immigrants under the age of 14. There are relatively few data for ages between
14 and 19 years, the curve for this age is dotted to indicate this. Incidentally, this is not a problem when deter-
mining the net contribution ovethte life course, after all, if there are no data for certain ages, the ages in question
do not have to be taken into account and if there are few data, the resulting uncertainty is hardly taken into
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Table4.2 Net contribution of firsgeneration immigrants (immigration from 1995) by immigration motive and
region of origin. Source: Our own calculation based on Statistics Netherlands StatLine and Statistics Netherlands
microdata.

bSi O2y iNARodziAz2y 2@SNJ GKS f

Western Non-Western Total
Work 161 90 153
Study 9 -74 -34
Other -67 -232 -120
Unknown -26 -188 -138
Family -103 -263 -182
Asylum -251 -433 -392

There is an important difference between the analysis by region in the previous sections and the anal-
ysis by immigration motive. The immigration motive is not registered until 1995. This means that the
analysis by motive is based on a smaller group dtdiemeration immigrants. But it also means that it
provides insight into the fiscal effects of recent immigration, from the year 1%9his is important

for the interpretation because there is no direct influence of, for example, the recruitment policy for
guest workers or immigration due to the decolonization of Suriname.

For some of the immigrants no motive is available or they do not have to state a motive, for example
because they have the Dutch nationafifj¢ KA a 3INRdzLJ A& OF GS3I2NAT SR | &
gration motive is only available from 1995, only people who have immigrated from 1995 onwards are
included in the motive unknown. In this way, the category unknown is more comparable with the five
other immigration motives.

The result of the analysis by immigration motive is showhigure4.6. This shows a clear order. Im-
migrants who come with motive labour make the largest net contribution in relative terms. They make
a positive contribution for entrance ages up to approximately 60 years. For the motives study, family,
other and unknown, thex is a negative net contribution for all entrance ages. This negative net con-
tribution is the smallest for study immigrants. Asylum seekers make the largest negative net contribu-
tion. For entrance ages up to approximately 70 years, the net costs (cosis thibenefits) for asy-

lum seekers amount to roughlg400,000. This is mainly due to the very weak labour market

account in the net contribution over the life course. Something similar applies to study immigrants. There are no
data for ages up to four years and few data for ages up to 15 years.

198 More precisely formulated: insight into the fiscal effect of immigration that took place from 1995, calculated
on the basis of the data of immigrants who came from 1995 and who were present in the Netherlands in 2016,
based on the amounts observed in theerage (crossectional) in 2016.

199 ¢Only persons with a neButch nationality are registered with the IND. Statistics Netherlands therefore only
has information about the motives of immigrants with a ABatch nationality who come to the Nethdéandse

oBij de IND zijn alleen personen met een-hietlerlandse nationaliteit geregistreerd. Het CBS heeft dan ook al-
leen informatie over de motieven van immigranten met een-Niederlandse nationaliteit die naar Nederland
komen® ¢ Statistics Netherlands (2020) Statistiek Migratiemotieven, retrieved -22-2020 from:
https://www.cbs.nl/nl-nl/onze-diensten/methoden/onderzoeksomschrijvingen/kortanderzoeks-
beschrijvingen/statistiekmigratiemotieven
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performance and high benefit utilization. In addition, the costs of integration and especially the recep-
tion of asylum seekers push the net contribution line even further down across the Bard.

Table4.2 shows the amounts for the net contribution over the life course for the various immigration
motives (in the Total column). In fact, these are the costs and benefits from the moment of immigration
to the moment of death or remigration. Labour immigrantskea substantial positive net contribu-
tion of approximatelye153,000. That is understandable, because the Dutch government has little or
no costs for education for labour immigrants and they come to work and therefore have good labour
market performance from the start. Furthermore, labour immigrants remigrate qaitet, which
means that there are also fewer costs fetirement.
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Figure4.7 Net contribution of firsigeneration immigrants (immigration from 1995) gmigration motive and
origin (Western and noklVestern). Source: Our own calculation based on Statistics Netherlands StatLine and Sta-
tistics Netherlands microdata.

Study immigrants make a negative net contribution of approximateBg,000. It should also be borne

in mind thatg certainly in the case of loAgrm or permanent settlemeng, a significant part of labour

or study immigration is accompanied by family reunification, which entails a fairly substantial negative
net contribution of- €182,000. Immigrants with motives otherg120,000) and unknowr €138,000)

also make substantial negative net contributions to the treasury throughout their stay.

200The costs of the asylum reception are calculated%#,700. The costs of integration are (for asylum seekers)
calculated at5,200 for every asylum immigrant with an integration requirement. The amount for the asylum
reception is quite high because the costs for COA, IND and the like are simply high. The total costs for COA alone,
according to the national budgets 20@818, forthe period 20132018 amounted to 5.1 billion euros for 132,000
residence permitse39,000 per residence permit) and over the period 2@0@4.8 7.4 billion euros for 169,000
permits €43,000 per permit). There are also the costs for the,IMi@ Return and Departure Service (Dienst
Terugkeer en Vertrekand refugee organizations such as Viuchtelingenawaddidos. See further the Technical
Appendix.
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The largest negative contribution ©€392,000 is made by asylum seekers, mainly due to poor labour
market performance. Unlike labour immigrants, these asylum immigrants are subject to restrictions
during the asylum procedure for performing paid witkas a result of which most of them start their
stay as status holders from a position of benefit dependence. In addition, in contrast to labour and
study immigration, asylum immigration is not selective with regard to the level of education. This is
reflected, among other things, in significant differences in Cito scaneeducational level between

the different motives, a topic that is explored in Chapter 9.

InTable4.2 andFigure4.7, the net contributions over the life course are broken down into the Western
and nonWestern origin categories. It can be seen that Western immigrants make a greater positive or
less negative net contribution to the treasury for all motives. The differsraee considerable: approx-
imately €75,000 for study and labour immigration and more than double that for family immigration,
asylum immigration and immigration with other or unknown motives.

201 An asylum seeker is allowed to work 24 weeks a year in the Netherlands. Asylum seekers who act as artists
are allowed to work 14 weeks a year. You can only work with a work permit (TWV).
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Table4.3 Net contribution (*1,000) by immigration background. Sour@n calculation orCBSnicrodata.

With remigration

Without remigration

Native Dutch reference
All immigrants
Western
European Union
West Europe (UN region)
Belgium and Luxemburg
Germany and Austria
France
UK, Ireland, Denmark, Sweden and Finland
Denmark, Sweden and Finland
UK and Ireland
GIPS countries, Malta and Cyprus
Greece and Cyprus
Italy and Malta
Portugal
Spain
CEE countries
Bulgaria and Romania
Poland and Baltic states
Hungary, Czech Rep., Slovakia, Slovenia and Croal
Other Europe
EFTA, dwarf states and crown dependencies
Former Yugoslavia (excl. Slov. and Cr.) and Albania
Former Soviet Union (excluding Baltic States)
Other outside Europe
North America
Oceania
Japan
Indonesia
Non-Western
Asia (excl. Indonesia and Japan)
East Asia
South Korea, Taiwan, Hong Kong and Singapore
China, Mongolia and North Korea
Southeast Asia
The Philippians, Malaysia, Brunei and East Timor
Thailand, Indochina and Myanmar
Indian subcontinent
Indian subcontinent excl. Pakistan
Pakistan
West Asia
Afghanistan, Iran, Syria and Iraq
Arabian Peninsula, Jordan and Lebanon
Israel
Turkey
Morocco
Africa (excl. Morocco)
North Africa (excl. Morocco)
SubSahara Africa
West Africa
Central Africa
Horn of Africa and Sudan
East Africa
Southern Africa
Suriname
Aruba and (former) Dutch Antilles
Latin America (excl. Suriname, Aruba and Antilles)
Caribbean
Brazil, Argentina, Paraguay, Uruguay, Chile and Fr. G
Central America and South America Other

Gen.1 Gen.2 Total

98
-76
42
55
73
78
48
174
203
206
201
49
14
84

69
-36
-41
-50

14
-87
178

-102
-129
202
210
183
180
-15
-167
-151

-3
=72
-19
-19
-21

-27

-20

-114
-38

-1

-31
-19
-37
-55
-42
-85

-96
-75
-19
-142
-281
-151
-149
-185
-198
-156
-291
-70
-20
-72
-85
-57
-125
-28
-50

95
-148
23
36
53
63
23
165
195
208
191
19
-13
50
-27
39
-59
-70
-71
-6
-136
182
-161
-177
195
203
166
194
-24
-282
-189
-27
14

-125
-66
-159
-89
-27
-238
-370
-418
-224
58
-340
-542
-331
-319
-361
-348
-382
-606

158
-185
-254
-132
-321

-118

Gen.1 Gen.2 Total

199
-130
100
129
177
187
123
396
468
498
457
113
34
187
8
160
-67
=17
-97
38
-140
334
-164
-215
514
536
472
440
-9
-281
-252
-52
38
-99
-155
-74
-202
-75
27
-310
-430
-480
-220
145
-326
-389
-306
-298
-298
-256
-394
-557
-20
378
-178
-296
-135
-363

-124

-1
-140
-39
-39
-44
-28
-55
-17
-17

-62

-111

-174
-137
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-122

-223
-417
-297
-270
-366
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-308
-583
-131

-31
-119
-173
-111
-251

51

-97

198
-270
61
89
132
158
68
379
452
506
437
49
-22
114
-49
98
-110
-132
-135

-226
344
-267
-299
497
521
433
477
-24
-489
-318

39
-84
-206
-103
-266
-186
-56
-485
-567
-637
-342
121
-549
-806
-603
-568
-664
-650
-702
1140
-151
346
-297
-469
-246
-614
-50
-221
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5 Net contribution and integration of the2" generation
By Jan van de Beek

5.1 Introduction

This chapter discusses the net contribution of the second generation. Statistics Neth&Adatiees

I GLISNE2Y -ASUBNI A8¢Q2¥KRYAINI (A Zwho\oak @i i MENEHI-RE | &
SNIIFTYyRa yR 2F ¢6K2Y |4 €SFadG 2yS LI NBydG 61a 02Ny
¢thatis, the regionoforigigs S 221 0 aUKS O2dzy iNE 2F O0ANIK 27
Netherlands. In that casehé immigration background is determined by the country of birth of the
FILOKSNWé¢ LY FRRAGAZ2YZ {dGFdAaagrada bSIKSNIIFYRA YI ]
Syta 02Ny | oNRIF R®E

In the CPB repotimmigration and the Dutch Economgyf which the current report is an update and

extensiong it was assumed that in terms of integration, the Rédfestern second generation would be

halfway between the notWestern first3 SY SNI G A2y AYYAINI yi FyR GKS WI
S NI | ytRec@m@nt fepbrt, this idea has been taken a step further by not assuming the degree of
integration, but calculating it on the basis of the available data. Calculation is better than assuming,

but the results are nevertheless surrounded by uncertainties. An attempt has therefore been made to

remain on the safe, optimistic side when estimating (Bee5.1).

In the remaining sections of this chapter, the net contribution of individuals with a segeneration
immigration background is first dealt with§&). Subsequently, a comparison is made with fiysh-
eration immigrants with the same immigration background, i.e., from the same region of orig8. (8
Subsequently, the difference in net contribution between people with one or two forleayn parents
is discussed &4). The last section deals with the integration of the second generati®o®)(8

5.2 Net contribution of people with a2"® generation immigration background

This section discusses the net contributions of Dutch residents with a s@goradation immigration

background. These net contributions are showrFigure5.1 for the division of the world into 42

regions of origirt®® Persons with a secongeneration immigration background were born in the
Netherlands per Statistics Netherlands definition. The reference category is therefore a native Dutch
LISNE2Y 02N}y Ay Hnamc 6K2 A& | LILINE E oifde ivihfagnet Wo dzR 3 S
contribution of- €3,000.

For only a few of the 42 regions of origin does the second generation make a significant positive net
contribution2®* In practice, this concerns a dozen countries, mainly located in WeghEurope and

East Asia. For Switzerl&ft] Scandinavia and Chif{ the positive net contribution of the second gen-
eration is betweene15,000 ande20,000. The highest net contributions of the secayeheration
groups distinguished here are those of the Japanes8%#00) with a secordeneration immigration

202 gtatistics  Netherlands Begrippen retrieved 1512-2020 from: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen/migratieachtergrond

203For the figures at the level of the 4fart division and a selection of the 4rt division, see Table 5.1.

204|n addition, there are two regions France and North Americafor which the average net contribution of
persons with a secongeneration immigration background is around zero.

205These are the EFTA region, dwarf states and crown dependencies, including Liechtenstein.

206 This concerns the region of China, Mongolia and North Korea, but in practice mainly China.
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arounde30,000 per individual with a secofggneration immigration background.

For the vast majority of the regions of origin, however, people with a segenération immigration
background make a negative net contribution over the life course. For the former Yugoslavia, Aruba
and the (former) Antilles, Suriname, Pakistan, Turkey Vafest and North Africa, the net costs are
roughly€200,000 toe300,000 per person. Negative outliers are West AfriczB90,000), the Carib-

bean ¢ €435,000), the region of Horn of Africa and Suda#60,000) and Morocco €480,000).

‘gy(

p €100.000

I -€480.000

Figure5.1 Net contribution of people with a secog@neration immigration background for 42 regions of origin,
with permanent settlement (no remigration). Source: Our own calculation based on Statistics Netherlands Stat-
Line and Statistics Netherlands microdata.

5.3 1stvs.2" generation: it won't automatically be fine with the next generation

In this section, the net contribution of the first and second generation is compared. By its very nature,
there is an important difference between the first and second generations. The first generation is pre-
dominantly of adulthood, and therefore governntespending on things like youth care and education

is relatively low for this group on average. For all persons belonging to the second generation, these
costs are paid in full by the government. As shown5rR8this means that few secorgeneration
groups make a large positive net contribution, because this requires that people perform (much) better
than the native Dutch people in terms of education and the labour market.

In addition, there is a certain asymmetry with regard to the net contribution of the first and second
generations. The children of firgeneration immigrants with a positive or very high net contribution
¢ with a few exceptions, see §85@themselves hava&o net contribution that deviates significantly

2071t should be noted that the Japanese are a relatively small group, which is out of necessity classified separately
from the East Asia region because of the existing Statistics Netherlands classifications (Japan is both Western and
Asian).
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from the net contribution of a native Dutch person born in 2016 (Segire5.2). Conversely, children
of immigrants with a large negative net contribution often also make a significant negative net contri-
bution themselves.

In general, there is an asymmetry, which consists in the fact that a high positive net contribution from
the parents usually only has a limited effect on the net contribution of the children, while a significant
negative net contribution from the parents bften associated with a significant negative net contri-
bution of the children.

The following tentative explanation can be given for the observed asymmetry. Immigration should
ideally lead to a substantial positive net contribution for the first generation due to the savings in ed-
ucation costs. The condition is that immigrants haabdlr market) characteristics that are at least as

good as those of the native Dutch people. In that case, their chilgmgovided they are integrated

often resemble the native Dutch people in terms of labour market performance and their net contri-
butizy Attt 0SS ILIINBPEAYFGSt&@ WodzRIASH ySdziNI £ QX 2dza

€ cnndanan

€ nnnennn

B ]
HHHUUUUU

Net contribution

Native Dutch
reference

€ cnnoanan

Second generation OFirst generation

Figure5.2 Net contribution of people with a firgteneration (empty blue bars) and secegeheration (solid or-

ange bars) immigration background for 42 regions of origin. The solid blue bar shows the net contribution for the
Dutch native reference, a hypothetical ingrant with the immigration behaviour and pension accrual of the
average firsigeneration immigrant and otherwise the characteristics of the average native Dutch F&¥son.
Source: Our own calculation based on Statistics Netherlands StatLine and Statistics Netherlands microdata.

However, if the immigrants make a (substantial) negative contribution, they often have (labour mar-
ket) characteristics that are (much) less favourable than those of the native Dutch people. After all,
despite the savings in their training costs, they do make the substantial positive net contribution

that one might expect on the basis of these savings. Those less favourable characteristics usually have

282G Ot SFNXI e @GAarotsS Ay (KS 7TA3dzNBgereratiorinktSe DOtShNG- a Y I € €
S NB y 0,4 bypothitideSp@rson with the return immigration behawiof the average resident with a second
generation immigration background and otherwise the characteristics of the average native Dutch person.
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an effect on the second generation. Only for origin Ciifia the net contribution negative for the

first generation and positive for the second generation. However, this is a notorious exception: first
generation Chinese immigrants had a low level of education and income, but their children have very
high Cito sores and therefore exhibit good school and labour market performance leading to a high

net contribution (see also Chapter 9).

¢KS RF3IS WikKS ySEG 3ISYySNIiGA2ya oAttt 06S TAYSQ R2
budgetary effect in the first generation, subsequent generations will rarely make up for those costs

in practice.For groups for which the first generation makes a (substantial) positive net contribution

due to the savings on education, etc., the profit for the treasury is in the first generation. Subsequent
generations, if properly integrated, will usually be roughlp dzR3 S y S dzii NI ficRp@eo-2 dza G f
ple. For groups for which the first generation makes a (substantial) negative net contribution, this can
usually be traced back to a low level of education and income. The chance that the second and subse-
quent generations will compensate for thisni$. Education and labour market performance will also
generally be mediocre for the second generatpwith a few exceptions such as China. And even if

the second generation integrates well, they, like the average native Dutch person, only make a small
negative or positive net contributioi’¢ K SNEF2NB X Al WgAtft y244 0SS FTAYyS
policymakers want immigrants to make a positive net contribution, the first generation will have to be
selected carefully for a high probability of a substantial positive net contributisrvilhbecome clear

in Chapter 9, the level of education is a good selection critefion.

5.4 Net contribution of 2" generation: One vs. two parents born abroad

Among the second generation, there are significant differences in net contribution between people
with one or two foreigrnborn parents, which can amount to a quarter of a million euros per person.
Figure5.3 shows that persons with one parent with a Dutch background and one parent with an im-
migration background make on average a greater positive or less negative net contribution than per-
sons with two parents born abroad. This difference is considerable foe gpoups and greatest for
Latin America (approximatelg210,000) and Aruba and the (former) Antilles (approximately
€270,000). On the other hand, the difference is very small for Asia (approxira@@®§00) and Turkey
(approximatelye25,000). The differences are also relatively small for the European Union and the re-
gion Other outside Europe.

None of the 22 seconrdeneration groups shown iRigure5.3 made a positive net contribution. The
least negative net contribution comes from Indonesians (mostly -Ddtch) with one parent with a
Dutch background-(€25,000). Note that all secongeneration groups in this geographical division
make a (much) lower net contribution than native Dutch people born in 2048,900).5

Various explanations are conceivable for the observed differences. A possible explanation could be
(self) selection, for example because higher educated people with an immigration background more

209This concerns the region of China, Mongolia and North Korea, but in practice mainly China.
219This is even more true when discounting, as this reduces the relative weight of any positive net contributions
from future generations.
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often enter into a mixed relationshif}!?2 An indication of this is that children from mixed relation-
ships almost always have higher Cito scores than children with two parents born abroad. Cito scores
are very decisive for the level of the highest degree achieved. Cito scores are also stratetytoel
income, labour participation, benefit use and many other indicators and are therefore very decisive
for the net contribution over the life course.

Dutch (native) born in 2016

Other outside Europe

Asia (excluding Indonesia and Japan)
Indonesia

European Union

Other Europe

Latin America (excl. Suriname, Aruba and Antill
Turkey

Suriname

Africa (excl. Morocco)

Aruba and (former) Netherlands Antilles

”l“ll“i.llh

Morocco

- pnnd®nnn - HpPpAd®aAN n

m

B Hw 3ISYSNIGA2y T 0620 KaHBRIWNESYS NG N2 yIZo RB/ISR LI N

Figure5.3 Net contribution of people with a secogeneration immigration background, by origin group and
number of parents born abroad for 11 regions of origin. The net contribution of a native Dutch person born in
2016 is shown with a grey bar (difficult to seehie figure due to the small amount). Source: Our own calculation
based on Statistics Netherlands StatLine and Statistics Netherlands microdata.

However, the aforementioned higher Cito scores of children with one parent born in the Netherlands
may also be traced back to paremlated characteristics that are favourable for good school perfor-
mance and Cito scores. An indication for this is thafpbgitive effect on the Cito scores of one parent
born in the Netherlands is greater for groups of origin with a low average Cito score and smaller or nil
for groups with a Cito score equal to or higher than the Cito score of the native Dutch populagon (s
Chapter 9). Which parentlated properties may be of influence should be further investigated.

21 For certain origin groups, it is the case that, for example, people with a secondary and/or higher education
level (compared with a lower educated) more often choose a partner with a Dutch background and/or a-second
generation background (compared to esfigeneration background), Wachter, G., & de Valk, H. A. G. (2018)

22 There are also other indications, for example a correlation between the educational level of an immigrant
parent and the acceptance of his or her child's choice for a native Dutch partner, Huijnk, W., Dagevos, J., Gijsberts,
M., & Andriessen, I. (2015)gp98
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One factor that could influence these potential explanations is that parents born in the Netherlands

can have a Dutch background as well as an immigrant background. This is partly related to the extent

to which people in the Netherlands look for a partmek G KAy GKSANI 26y 3INRdzLJ 2 N
NBfFGA2YAKALIQ 6AGK | yIGASS 5 dzi OKigudS.Hhedweh, ¢ KS NB
for example, Antilleans (relatively many mixed relationships) and Turks (relatively few mixed relation-
ships). This could explain whyHigure5.3 the difference between one or two parents born abroad is

much greater for Antilleans than for Turks. In the first group, the parent born in the Netherlands is

much more likely to be native Dutch, which may have a greater positive effect on the Citotbeores

a parent born in the Netherlands with a secegeneration immigration background. This matter will

be further explained in Chapt&; which deals with education level and Cito score.

US I
Germany I
Antilles NI
Indonesia I
Suriname I
Morocco |
Turkey I

0%  10%  20%  30%  40%  50%  60%  70%  80%  90%  100%

m First and second generation m First generation and native Dutch

Fiqur95.413artner chqice for couqles with one partner born aproad (first generation),and one partnerAbgrn in tt]e A
bSUKSNIFYRAT NB{FITOUAGS akKINB 2F WFANRU YR aSO2yR 3ASY
couples. Source: Our own calculationdzhsen Statistics Netherlands StatLine.

5.5 Integration of the2"d generation

In the CPB repotmmigration and the Dutch Econorfrpm 2003*3 when calculating the budgetary

effects of immigration, it was assumed that people with a seegederation noAWestern immigra-

GA2y o6l Ol 3INRBdzyR KIR ONARISR KItF (KS RAFTFSNBYOS
RSyl 2F (KS thePrieders stidy, fiRide@ as hegn extended to 41 origin regions and

the degree of integration is not based on an assumption, but calculated for each group on the basis of
available data.

The degree of integration was initially calculated on the basis of the available data on the observed net
contribution per age year of secofggneration people up to approximately 50 years old. For most age
years, these appear to be strongly related to #ezond generation Cito scores, as observed over the
period 20062018. This data was used in part to estimate the net contribution for the second half of
life.214This is because school and labour market performance over the first half of life are very decisive
for career progression over the remaining life coutSe.

213Roodenburg, H., R. Euwals & H. ter Rele (2003)
214 See the Technical Appendix for details.
215See the Technical Appendix for details.
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The degree of integration of the second generation is shoWiabie5.1A y 1 KS O 2etodovhif Wa 2 OA
AYOGSaANI GA2YQd LY GKAA GFofST mnm: AYydSaNIGaAzy SI
proximately equal to that of native Dutch citizens. Following the CPB study from 2003, the group of
first-generation noAWestern immigrants was taken as the reference gidtip 2 NJ Wy 2 4 Ay G S3I NI
0% integratedTable5.1 shows the main groups of origin and a number of groups of which the second
generation is remarkably well (more than 95%) or poorly (less than 15%) integtaledan be seen

that there are big differences between the different regions and countries.

For only a limited number of countries and regions, the second generation is as well or better inte-
grated than the native Dutch. This mainly concerns the Scandinavian countries and Switzerland (110%)
and some East Asian countries, notably Japan (128%pg (i5%) and the Asian tigers (South Korea,
Hong Kong, Taiwan and Singapore, 104%). Furthermore, France, North America and Israel stand out
(all 95%).

For a number of countries and regions, the second generation is remarkably poorly integrated accord-

ing to the measure used here. Four regions and countries of origin even score below 25%: West Africa
(13%), the Caribbean (5%), the Horn of Africa and Stetaan (0%) and Morocced®o). The latter is

LI NI AOdzE  NY @ aGNA{Ay3 06SOI dzaS a2-MBs@@2ourkrissoRy S 2 F
origin and that is why there has been a reasonably large segendration group for almost half a

century. Thasays a lot about the persistence of the disadvantage of(liyedefinition) DutcHoorn
secondgeneration immigranton the native DutchThere is progression for the Moroccan second
generation with respect to the Moroccan first generati§hbut not with regard to the noiwestern

first generation as a whole.

The integration measure presented here is pclielevant. This integration measure is about more
than, for example, labour market performance and benefit use. As explained in more detail in Chapter
9, the net contribution, Cito scores and the integratimeasure based on them show a strong mutual
relationship. Cito scores are associated with numerous indicators of-soommomic integration in ar-

eas as diverse as crime, healthcare, education, social security and even cultural indicators. Cito scores
also orrelate between generations and are extraordinarily closely related to the level of education.
This means that the educational level of the parents can be used as a predictor for the labour market
success and the integration success of their childreneargah grandchildren. The fact that there are

such large group differences in the degree of integration and that there are indicators to predict the
degree of integration is very relevant for both integration policy and admission policy

216 With some adjustments; among other things, the first generation by definition does not need Dutch birth
care, while the second generation does. That is why healthcare costs and child benefits for young children have
been equated with native Dutch people.

217 More precisely: all origin groups broken down into thedd@t division (see the Glossary and Technical Ap-
pendix), supplemented by all groups from theg&t division that are more than 95% integrated and all groups
that are less than 15% integrated.

218When compared with first generationy@®arolds, without remigration, for which the net costs per individual
aree555,000.
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Table5.1 Number of children of firajeneration immigrants, per woman and the proportion of them classified as
second generation, without and with remigration (left). Estimated degree of integration of the second generation
(middle). Net contribution of the secogéneration, per individual and effectivélye. as the result of the immi-
gration of 1 single first generation immigrgnwithout and with remigration (right). Selected countries and re-
gions. Source: Our own calculation based on Statistics Netherlaridh8tand Statistics Netherlands microdata.

Number of children

first generation Second generation
of which gen. 2 bSG O2y (i NROGdUdz
with-

outre-  with sociateco- without  with

per migra-  remi- nomic in-  per indi- remi-  remi-
Group VIouw tion  gration tegration vidual gration gration
Native Dutch reference 1.65 1.08 0.63 100% -3 -1 -3
All immigrants 1.71 1.12 0.66 45% -249 -140 -72
Western 1.41 0.93 0.50 81% -84 -39 -19
European Union 1.40 0.94 0.50 83% -84 -39 -19
Western Europe 1.47 1.05 0.53 81% -85 -44 -21
France 1.55 1.17 0.60 95% -30 -17 -9
Northern Europe 1.52 0.92 0.46 95% -36 -17 -8
Scandinavita 1.50 1.08 0.53 110% 14 8 2
GIPS countries 1.37 0.96 0.50 70% -134 -64 -30
CEE countries 1.56 1.03 0.58 85% -84 -43 -23
Other Europe 1.48 0.97 0.62 64% -177 -86 -49
EFTA3 1.52 1.13 0.71 110% 19 11 4
Former Yugoslavia 1.48 0.92 0.59 53% -226 -104 -59
Former Soviet Union 1.58 1.04 0.66 68% -162 -84 -48
Other outside Europe 141 0.91 0.42 92% -37 -17 -8
North America 151 1.00 0.45 95% -30 -15 -7
Oceania 1.56 1.11 0.52 82% -71 -39 -17
Japan 1.39 0.75 0.36 128% 99 37 14
Indonesia 1.42 0.78 0.46 92% -39 -15 -9
Non-Western 2.00 1.30 0.82 31% -321 -208 -114
Turkey 2.15 1.37 0.99 27% -324 -223  -142
Morocco 2.83 1.75 1.32 -4% -476 -417 -281
' FNROI wy 2.73 1.84 1.11 27% -322 -297  -151
North Africa 2.83 1.63 1.06 26% -331 -270  -149
SubSahara Africa 3.35 2.29 1.37 27% -319 -366  -185
West Africa 3.29 2.02 1.22 13% -390 -394  -198
Horn of Africa 3.54 2.58 1.52 0% -452 -583  -291
P'aAl b 1.73 1.18 0.75 77% -112 -66 -38
East Asia 1.68 1.23 0.68 111% 16 10 3
/| KAY Ll b 1.72 1.29 0.71 115% 24 16 5
laAly GAISH 154 1.06  0.59 104% 1 1 -1
Southeast Asia 1.85 1.25 0.80 83% -82 -51 -31
Indian subcont. 1.97 1.30 0.74 67% -171 -111 -55
West Asia 2.23 1.49 1.03 62% -184 -137 -84
Israel 2.17 1.55 1.08 95% -31 -24 -19
Suriname 1.61 0.75 0.52 32% -319 -119 -72
Aruba and (former) Antilles 1.64 1.08 0.61 35% -319 -173 -85
Latin America2 1.94 1.24 0.72 61% -180 -111 -57
Caribbean 2.03 1.16 0.68 5% -431 -251  -125
U5SYYINlZ {6SRSYy FyR CAyflyR HOEOf ® C2NNSNI ! yiAattSsa
NEOG@Qad Ay &8 {2dziK ! FNAOI IS w9EOf® LYR2YyS&aAl YR W LIy

and Singapore
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It is perfectlyclear that this report contains normatively controversial knowledge. In that respect, it is

tension of my dissertation (Van de Beek, JH, 2010) that deals with the production of knowledge al
economic effects of immigration, with the differerfagingthat | am now in the role of executive research
who is working on a cost and benefit calculation. This has caused me a lot of headaches in this chapt

In the CPB repohnmigration and the Dutch Econofngm 2003 it was assumed that the r@évestern second
generation would be halfway between the Réfestern first generation and the native Dutch in terms
integration. Apparentlythere was insufficient data for a calculation at the time. There is now more daf
the first half of life and especially for the first 35 years of age. On the basis of that dataresearcher of
the current research report, | wanted to take the analysis a step furthertiieaCPB did in 2003, namely n
to assume the degree of integration, but to calculate it on the basis of the available data.

Calculating the net contribution of the second generation is more certain than assuming, but at the sar
it is also more uncertain than the calculations for the first generafionthe first generation, more data ar
available There is often little data for the second generation from about the agé.d@m the age of 48
there is not even data for all groups. In addition, there areadled cohort effects: people with a secen
generationimmigration background who were born in the 1960s and 1970s often have higher net cor
tions than later cohorts. This is often due to a transition from limited ieliteigration to more massive an
less selective immigration. Including data from about the 44th year of age probably gives too rosy 4
because of these cohort effects.

To minimize this uncertainty, | have developed to the best of my knowledge and contmiemoethods b
estimate the degree of integration. | focused on the young second generation, because in view of ch
and 7 | wanted to make the best possible estimate for the children of immigrants who immigrated
immigrate in the period 1998040. Based othe average of these four methods, | calculated the net cof
bution of the second generation.

The first two methods use data up to age of 56 and are most likely too optimistic due to cohort effeq
first of these methods partly filters out cohort effects and is therefore on average lower than the s
method, which is almost certainly tootopistic. The third method filters out cohort effects in a different w
using only data up to the age of 48. This method gives lower estimates, which are probably also too o
for the target groupthe children born in the Netherlands of immigramtho immigrated or will immigrate i
the period 199582040.

The fourth method estimates the degree of integration by extrapolation from the observed net contrib
of the second generation up to age 42. This method provides up to 10 percentage points lower estin
the integration of the least integrated gnps than the estimate used for the current report. However, of

four methods used, the fourth is the most directly linked to the target group. If the fourth method is li
to the first 35 years of agewhich is in any case justifiable given the labdity of datag the integration

estimate is on average a maximum of 15 percentage points lower for the least integrated groups. U
fourth method the other way around, using all the data for the first 48 years of age, then one comes ¢
the estimate used for the current report, while demonstrably positive cohort effects are counted for

groups (for more information, see the Technical Appendix).

Because of the aforementioned uncertainties, | wanted to be on the safe side: I'd rather be too optimis
too pessimistic. In itselfiat isa good starting point, but at a certain point | caught myself wanting to stay
n the safe sid@l let myself be influenced tdwavilyby the realization that the results of the current repg
will be put under a magnifying glass, for example by people who reject this type of research and the n
findings in advance for normative reasons. Initigfigreéfore, | had only used the first three methoegen
though! was convinced that this would not kin the safe sid@but would be downright optimistic. That
why | finally decided to include the fourth method for a quarter in the calculation. The effect per perce
point of integration on the total amount for remigratioreigproximatele mZ nnn 2y | @S NI
2F enInnn F2N) GKS 3IANRdzLJA 6A0GK GKS t26Said AydS

the firstand fourthl8 i K2 Ras G(KS | Y2dzyia O2dzZ R 6S ecInnn
Jan van de Beek

Box5.1 Jan van de Be&kreflective commentsn the estimaton of the net contribution of the ™ generation.
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6 Net contribution of 15t and 2"¥ generation together
By Jan van de Beek6.5 bylan van de Beek, Hans Roodenburg and Joop Hartog

6.1 Introduction

In the previous chapter, for a number of origin groups, the net contributions per individual were given
for people with a secondeneration immigration background. However, for the calculations in the rest
of this report, all costs and benefits of the sadogeneration have been allocated to the first genera-
tion. With regard to admission policy, this is the most pei&gvant approach. After all, the admission
policy primarily concerns immigran¢gghat is, people with a firsgeneration immigration backgund

¢ and the second generation is by definition born in the Netherlands. If eginseration immigrant is
admitted to the countryg whether or not accompanied by his or her figggneration childrerg then

the net contribution of any secondgenerationchildren born in the Netherlands is therefore a conse-
quence of that policy decision.

When calculating the total net contribution for the first and second generation together, it is not pos-
sible simply to add up the amounts of the first and second generation. For many origin groups, this
would lead to a considerable underestimation or ov&nmation of the net contribution. The present
study therefore takes into account remigration, fertility and the fact that some of the children are born
in the country of origin and therefore do not belong to the second, but to the first generation.

Differences in fertility also play a role. The number of children per woman (second ¢dlabig5.1)

for women with a firstgeneration immigration background has been estimated on the basis of fig-
ures from Statistics Netherlands and the UN. However, this number of children could not be used
without some adjustment. First, the number of children was &d/\in order to convert the number

of children per woman into the number of children per immigrant. Subsequently, the-dérstra-

tion) children born abroad must be subtracted in order to obtain the average number of sgemd
eration children born in théletherlands (third columrlable5.1).21°

For the scenarios with remigration, the probability of remigration of both the first and the second
generation must also be taken into account. The probabilities of remigration in this study are based on
data from 1995 and immigration has become incredgitynamic. For example, many young first
generation immigrants leave the Netherlands before they reach childbearing age. In addition, some
members of the second generation also remigrate. In the present study it is assumed that children
born in the Nethelands go with their parents if they remigrate before the age of 18 and that they stay
in the Netherlands if their parents remigrate after they have turned 18.

For the children who remigrate, only the net costs for the years of residence in the Netherlands are
included in the calculation. The net costs of children whose parents did not remigrate at all are fully
included. Even if the parents did not remigrate ibafter the child was 18 or older, all net costs for

the child are included in the calculation. All these effects have been taken into account for the sce-
narios with remigration (fourth columm,able5.1).

All this means that only part of the net contribution of an individual with a segerkration immi-
gration background is allocated to the first generation (sixth to eighth coldmble5.1). In the case

219 For the sake of simplicity, it is assumed that halving the number of children per woman will yield the number
of children per immigrant (men and women together). See further the Technical Appendix.
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of remigration, this is on average only about a third, but the differences between groups are consid-
erable in this respect due to large differences in probabilities of remigration.

6.2 Net contribution of 15t plus 2" generation for 42 regions of origin with remigra-

tion
This section discusses the results of the costs and benefits for the first and second generation together,
i.e., for first generation immigrants and their children. The sum of the net contribution of the first and
second generation can be done in differembys. If one assumes permanent settlement of the first
generation, then remigration hardly plays a role for the second generation. However, if remigtation
is taken into accountn the first generation, then this must also be done for the second generation.
This section presents the case where the remigration of both the first and the second generation has
been taken into account, in the manner set out in 86.1.

An important comment must be made with regard to remigration. For immigrants who work in the
Netherlands; certainly those with a lot of earning capaatit is likely that there are good perspectives
when leaving the Netherlands. On the other hand, fomigrants who receive benefits in the Nether-
landsg certainly those with little earning capacigythere is a reasonable chance that they will actually
be worse off if they leave. As explained in §82.2, suchssddiction on benefit dependence is indeed
likely. Likewise, it is not inconceivable that the probability of remigration ofdiesieration immigrants
with schoolage children born in the Netherlands are lower than the probability of remigration of child-
less firstgeneration immigrants. Such salection can affect the net contribution. However, further
analysis of this issue is beyond the scope of this report.

qu(

» €210.000

Figure6.1 Net contribution of firsgeneration immigrants and their children for 42 regions of origin, with remi-
gration. Source: Our own calculation based on Statistics Netherlands StatLine and microdata.

-€£610.000

The results for the total net contribution of the first and second generation are showigure6.1
and also inTable4.36 02 f dzYy W2 AGK NBYAINI GA2YS ¢20FfQud C2)

220 Remigration refers to departure to the country of origin or another country.
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the British Isles, Scandinavia has the largest net positive contributions, amounting to ati(haoo0
per person.

Large negative net contributions were found for the Caribbean, Turkey and North, Central and West
Africa with amounts ovee300,000. The net costs for the asylum origin region of Afghanistan, Iran,
Syria and Irag are almos#00,000 and for Morocco more thab00,000. The asylum origin region of
Horn of Africa and Sudan tops the list with net costs of alre680,000.

Broadly speaking, Western immigrants make a positive net contribution and\festern immigrants

a negative one. There are, however, a number of exceptions. Closer inspeciiablefl.3 reveals

that, in addition to the Southern Africa region, there are two as yet unmentionee\destern regions

whose immigrants make a positive contribution. First, the Asian tigers (South Korea, Taiwan, Hong

Kong and Singapore) with about15,000. In addition, immigrants from Israel with a net contribution

2F | LIINBEAYFGSte b ecnnnn taz2 adGlyR 2dzi Ay | L

Among the Western regions not yet mentioned, immigrants from the asylum origin regions of the for-
mer Yugoslavia and the former Soviet Union stand out with a negative net contribution of about
€150,000. For Bulgaria, Romania, Poland and the Baltic states, a negative contribution of approxi-
mately - €70,000 applies. On the other hand, for Hungary, the Czech Republic, Slovakia, Slovenia and
Croatia, the net contribution is just below zero. One possible explanation for the difference is elite
immigration of refyees from former Czechoslovakia (1968)ut this should be further investigated.
Finally, a modest negative net contribution also applies to Portugal and the region of Greece and Cy-
prus.

6.3 Net contribution of 15! plus2"@ generation for 42 regions, permaneisettiement

In this section, the net contribution is given for figgtneration immigrants and their children in case

of permanent settlement, in other words, if there is no remigration. In practice, immigration always
involves remigration. Nevertheless, it is impaortdo also know the budgetary effect of immigration

for permanent settlement. Knowledge of the effect of remigration is, for example, relevant to policy
in the question of whether the aim should be to allow highly qualified knowledge immigrants to reside
temporarily or permanently.

In addition, sekselection regarding the net contribution may also play a role in remigration. For exam-
ple, the probability of remigration is much higher for the average {pigtforming labour immigrants

than for the poorly performing asylum immigrantsid also conceivablesee 82.2jhat negative sel
selection occurs with regard to benefit dependency, in the sense that people from a particular origin
group without benefits remigrate more often than people with benefits.

In Figure6.2 and also ifTable4.36 O2 f dzYy W2 A K2dzi NBYAINI GA2YS ¢20l
first and second generation are jointly given in case there is no remigration. The analysis without re-
migration is therefore limited to the question of what net contributions immigramtd their children

make in the event of permanent settlement. This world map is very similar to the dfigune6.1,

except that all amountg both positive and negative are much larger in absolute terms, with a range

between half a million euros positive for North America and over one million euros negative for the

221 A further breakdown shows that immigrants®(and 29 generation together) with a Hungarian immigration
background make a negative net contribution.
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Horn of Africa and Sudan. The difference between remigration and no remigration can amount to
aboute 300,000 for positive amounts ar®&00,000 for negative amounts. In addition, both the positive
and negative amounts increagi@ absolute termsif there is no remigration. Remigration thus damp-
ens the fiscal effect of immigration, for both positive and negative amounts.

'QLY

m €530.000

Figure6.2 Net contribution of firsigeneration immigrants and their children for 42 regions of origin with perma-
nent settlement (i.e., without remigration). Source: Our own calculation based on Statistics Netherlands StatLine
and Statistics Netherlands microdata.

-€1.150.000

6.4 Net contribution of 15 (from 1995) plu2"® generation by motive and region

This section discusses the costs and benefits of immigration by motive and region for the first and
second generation together. In addition, the analysisdr6$ refined by a further breakdown by the
12-part division into world regions and the costs for the second generation are included. Of course,
the second generation itself has no immigration motive and the motive is therefore derived from the
immigration notive of the parents.

As stated previously 486), the immigration motive for the first generatiéiirelates to data from 1995
onwards so there is no direct effect of guest labour or immigration related to decolonization. Guest
workers were often selected to perform unskilled labour in often moribund industries. Many of those
industries were eventually restructured or relocated to lwage countries, leaving the guest workers
massively unemployed. Not long after the recruitment policy was discontinued, the Netherlands ended
up in a deep economic crisis. Because that crisis also more or less coincided with the fairly massive
immigration fom Suriname around the Surinamese independence, that immigration also started un-
der an unfortunate economic spirit. These developments have had a negative impact on the labour
market position of the groups mentioned. However, the results described h&ateror the first gen-
eration to persons who immigrated from 1995, i.e., at least 10 years after the economic recession in
the earlyeighties.

222This is in contrast to the calculation for the second generation, which includes data on children of immigrants
who immigrated before 1995 and children of immigrants who immigrated from 1995 onwards.
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Table6.1 Net contribution (>1000) by region of origin, immigration motive and generation, with remigration
(for the first generation: only immigration from 1995). Source: Our own calculation base@®mcrodata.

Labour Study
Gen.1 Gen.2 Gen.1&2 Gen.1 Gen.2 Gen.1&2
Total 153 -33 120 -34 -52 -86
Westerns 161 -11 150 9 -14 -5
European Union 141 -12 129 75 -10 65
Indonesia 21 -6 15 -37 -6 -43
Other outside Europe 624 -2 623 11 0 11
Other Europe 98 -31 67 -35 -47 -82
Non-Western 90 -60 30 -74 -82 -156
Africa 51 -92 -41 -113 -112 -226
Asia 127 -19 108 -49 -20 -69
Latin America 173 -38 136 -44 -57 -101
Morocco -140 -135 -274 -111 -231 -342
Suriname -42 -58 -100 -79 -108 -186
Turkey 21 -68 -47 -14 -134 -147
Family Other
Gen. 1 Gen.2 Gen.1&2 Gen. 1 Gen.2 Gen.1&2
Total -182 -96 -279 -120 -62 -182
Western -103 -24 -127 -67 -26 -92
European Union -71 -26 -96 -15 -20 -35
Indonesia -148 -9 -157 -78 -6 -84
Other outside Europe -40 -5 -45 73 -12 61
Other Europe -183 -53 -237 -177 -45 -222
Non-Western -263 -149 -411 -232 -99 -331
Africa -260 -185 -446 -266 -196 -462
Asia -250 -43 -293 -210 -37 -247
LatinAmerica -181 -62 -243 -142 -72 -214
Morocm -318 -339 -656 -237 -169 -405
Suriname -229 -127 -357 -169 -59 -228
Turkey -276 -188 -464 -213 -89 -301
Unknown from 1995) Asylum
Gen. 1 Gen.2 Gen.1&2 Gen. 1 Gen.2 Gen.1&2
Total -138 -76 -215 -392 -84 -475
Western -26 -30 -56 -251 -49 -299
European Union -35 -34 -69 -251 -49 -299
Indonesia -45 -6 -51
Other outside Europe 135 -13 122
Other Europe -99 -48 -148 -251 -49 -299
Non-Western -188 -101 -288 -433 -110 -543
Africa -169 -129 -298 -422 -215 -637
Asia -119 -34 -152 -439 -107 -546
Latin America -174 -80 -253 -405 -90 -495
Morocco -244 -175 -419 -405 -90 -495
Suriname -184 -56 -240
Turkey -204 -76 -280 -405 -90 -495
(Former) Antilles -229 -88 -317
NonWestern other -405 -90 -495
West Asia -442 -108 -550
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The results are given ifable6.1 for the generations separately and kigure6.3 for the total for the

first and second generation together. For the overview, the net contributions for other motives and
unknown motives have been combinedrigure6.3. All net contributions mentioned in the rest of this
section are for the first and second generations together.

The group size is small for some groups. For Aruba and the (former) Dutch Antilles (net contribution
€320,006%), there is only sufficient data for immigrants with unknown motives. The numbers for the
asylum motive are also small for most regions of origin. Therefore, the same net contribution is re-
ported for asylum seekers from Morocco, Turkey and Latin Amerat96,000)%%*

Immigration from the European Union is included as a reference in all three gralpigsiie6.3. From

a policy point of view, under the current free movement of labour, immigration within the EU is not a
policy choice, but rather an effect of market forces and the like. If we disregard asylum immigration,
then there are more policy options for imm&gion from outside the EU to influence the influx. That is
why intraEU immigration has been taken as a reference here on which to base policy choices with
regard to the other regions. For the sake of readability, the amounts are rounded, the exact amount
can be found imable6.1.

Immigrants from the European Union make a positive fiscal contributiore@8®,000 and €65,000
respectively for labour and study immigration. For EU family immigration, there is a negative net con-
tribution of €100,000. EU immigrants with other motives (approximat&l$5,000) and unknown mo-
tives (approximately €70,000) also make a negative net contribution. Below, the information about
the other regions of origin in the three graphdrigure6.3 will be broadly compared with the European
Union.

It can be seenHigure6.3 above) that of all groups, the labour immigrants from the region Other out-

side Europe (Japan, Oceania, Canada and the US) make by far the largest contribution to the treasury
of all the groups distinguished here, with more the®00,000 positive. Immigrants from the Other
Europe region make the smallest net contribution of the four groupBSigire6.3 (above), which is

only positive for labour immigrants €70,000). The rest of Europe is a very diverse region, with pros-
perous countries such as Norway and Switzerland, as well as typical asylum regions such as the former
Yugoslavia and the former Soviet Union. Western asylum seekers make a net contribution of
€300,000, the largest negative amount for the four Western groups distinguished here.

C2NJ RS aUBAY Q 06 LI NI Figured.Acentded, iakodr yinBigrands frami &t Amer-
ica make a positive net contribution that, @35,000, is slightly higher than that of labour immigrants
from the European Union. A4110,000, the fiscal contribution for labour immigrants from Asia is
slightly smaller than for immigrants from the EU. It should be borne in mind here that labour immigra-
tion often goes hand in hand with family immigration, which is on average very expemitiva net

cost of approximatelg250,000- ¢300,000 for Latin America and Asia a4b0,000 for Africa.

223NB: this section refers to immigration from 1995 andgkhis amount differs from the amount ifiable4.3.

224The numbers are also relatively small for a few other combinations of motive and origin, but these results are
presented. This applies in particular to labour migration from Suriname and Indonesia and to immigration with
other motives from Indonesia. Famore details see the Technical Appendix.
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Figure6.3 Net contribution of firsigeneration immigrants and their children, by immigration motive and region
of origin; immigration from the European Union and three clusters of regions of origin are compared. Source: Our
own calculation based on Statistics Nethads StatLine and Statistics Netherlands microdata.
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Labour immigrants from Africa make a negative net contributionedD,000. Although there is a pos-

itive balance over the life course for the first generation of labour immigrants from Africa, this is offset
by higher net costs associated with the second generation. Study immigrants from Asia and Latin Amer-
ica make a negate net contribution. Study immigrants from Africa even make a substantial negative
net contribution of more thare200,000. For the motives other and unknown, the net costs for Asia,
Africa and Latin America are high, with amounts of roughB00,000 to- €400,000. The net costs are
greatest for the asylum motive: oveb00,000 for Asia and600,000 for Africa. This means that the

net costs of asylum immigration from Africa are the highest of all groups distinguished here.

C2NJ G KS ungdsternzcuntrid<of ofig@nyTurkey, Morocco and Suriname, the net contributions
for each motive are well below the corresponding valfmsimmigration from the European Union
(seeFigure6.3 below). Immigrants from these countries make a negative net contribution for all mo-
tives¢ including labour immigration.

For labour immigrants with a Turkish background, there is a modest positive net contribution for the
first generation €20,000), which is relatively high compared to, for example,-fjesteration family
immigrants from Turkey, who show a substantial negative contribution of ale3,000. A possible
explanation is that family immigration is more related to the original guest labour that was negatively
selected on human capital as education etc., while the current Turkish study and labour immigration
is nore positively selected on human capital. An indication for Turkish labour immigrants is that the
people in their thirties have a higher net contribution than the people in their 40s and 50s, which
indicates a cohort effect. However, this should be furtherestigated. If so, the net contribution of
Turkish immigrant workers could be higher in the future. For the time being, the current Turkish first
and seconeeneration labour immigrants together make a negative net contribution of approximately
-€45,00.

For Moroccan labour immigrants, this involves an amount of approxima¢@ly5,000 for the first and
second generation combined. It is striking that for Moroccan labour immigrants the first generation
also makes a significant negative contribution. This is remarkable because the calculation for the first
generation is based on imigration from 1995 onwards, so that no direct effect of guest work is in-
cluded in the calculation. Among Surinamese labour immigrants, too, the first generation makes a
(smaller)negative net contribution, while for this group too, immigration from 1995 onwards can
hardly have been influenced by the earlier immigration movements after Surinamese independence.
In addition, the net contribution of Turkish and Indonesian labour imamty is also relatively low.

Probably a factor in this is that the immigration motive identified by Statistics Netherlands as the main
motive ¢ and which has also been used for the current stgdhyas not always been the actual immi-
gration motive. The extent to which this is the caseld have a negative effect on the net contribution

of labour immigrants, because immigrants with other motives make a lower net contribution on aver-
age. An indication of this is the benefit use of study and labour immigraalde6.2 shows the num-

ber of benefit recipients per 100 working people afgr5 of 10 years of residence. These are

112



immigrants who were between 20 and 40 years old at the time of immigration, so pension benefits do
not yet play a role and disability should normally also play a minorfole.

Table6.2 Number of benefit recipients per 100 working pedptémmigrants by region of origiand immigration
motive, after2,5 or 10years of residence. The immigraimtsnigrated in the period 1992014 andwere between
the ages of 20 and 40 at the time of immigrati@roups with a total of less than 100 observations are underlined
Source: Statistics NetHands StatLine.

Study Labour
10
Region 2years 5years years 2years 5years 10 years
North America
Oceania

South Africa

EFTA (Switzerland and Norway only)
Denmark, Sweden and Finland
Japan, South Korea and Taiwan
Indonesia, Philippines and Thailand

India 4
China 9 7 9 5 7 7
CEE countries 0 3 7 6 8 8
Belgium, France, Germany and Austria 2 2 5 2 6 9
United Kingdom and Ireland 4 - 4 10
Greece, Italy, Portugal and Spain 3 7 13
Brazil 3 1 B s 14
Other (Latin) America 7 7 16 7 12 16
Egypt 6 12 25 3 10 22
Suriname 10 13 16 10 28 27
Turkey 8 11 29 9 15 30
Pakistan 7 21 26 15 19 32
Ghana and Nigeria 20 32 48 8 19 33
Other Asia 28 27 24 10 22 34
Morocco 10 25 29 18 35 48
Former Soviet Union (excl. Baltic States) 19 30 41 15 35 50
Former Yugoslavia (excl. Slovenia and Croatia 21 25 34 15 25 52
Other Africa 58 45 64 33 46 59
Afghanistan, Iran, Syria and Iraq 149 91 78 81 97 82

[EnY
(=]
©

Eritrea, Ethiopia, Sudan and Somalia 88 146 133

For immigrants with @anmigration backgrounéh an EU/EFTA country, the migration motive is based
on the derived migration goal determined by CBS (based on the actual behaviour of the immigrant in
the period after arrival). For immigrants withiramigration backgrounth a norEU/EFTA country, the

225|n the CBRatLine table used, the values are rounded off to multiples oflis may cause rounding errors.

In all cases, the total number of observations for the relevant combination of duration of stay, region of origin
and migration motive is at least 100 and/or the number of benefit recipients is equal@BSstatline, Immi-
granten; migratiereden, sociaaleconomische categorie, 18®85 retrieved 12-12-2022 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/84140NED/table?d|=634FD
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migration motive is obtained from the Immigration and Naturalisation Service (IND) and based on the
first residence permit granted (immigrants sometimes immigrate and remigrate several fifhes).

The registration of the immigration motive by thenmigration and Naturalisation Service IN&ten

does not reflect the actual behaviour of immigrants and the benefit dependency among registered
study and labour immigrants from countries such as Africa and the Middle East is improbably high.

It would be expected that immigrant workers work relatively often during their stay and make rela-
tively little use of benefits. After all, they have come to wdrtis is indeed the case for labour migrants
from manyWestern regions of origin and also, for example, South Africa and South Korea. However,
for many countries in Africa and the Middle East, as well as for instance Surinam, the former Yugoslavia
and the former Soviet Union, the number of benefit recipients p@d workers after 10 years of resi-
dence is 30, 50 or even morEhis obviously lowers the average net contribution of labour immigrants
from the relevant regions. It is clear that a laqgat of the labour immigrants who, according to the

IND statisticsarrived with work as their main motive, ultimately receive benefits. In view of these
sometimes staggeringly high numbers, the question arises whether some of these immigrants classi-
fied as labour immigrants ever had the sincere intention to participatbeé labour process for a long

time during their stay in the NetherlandSomething similar applies to study migrartsthe light of

the welfare magnet hypothesis (82.2 and 8§2.3), this question is certainly worth further investigation.
This is a very py-relevant issue, because adequate testing, selection and registration of the various
immigration motives is crucial for a de facto immigration country such as the Netherfands.

Table6.3 Net contribution (1,000) for firstgeneration immigrants and their children by origin and motive, with
remigration. For a number of groups there is not enough data for a calculation, these fields have been left empty.
The calculation for the first generation is based on dadan 1995, with the exception of the calculation for all
motives in the last column, which is based on all available data. (Fémti#es includes Aruba. Source: Our own
calculation based on Statistics Netherlands StatLine amits®ts Netherlands microdata.

All motives based ol

immigra-

tion from all immi-
Labour Study  Other Unknown Family Asylum 1995 gration

Other outside Europe 623 11 61 122 -45 267 195
European Union 129 65 -35 -69 -96 60 36
Indonesia 15 -43 -84 -51 -157 -68 -24
Latin America 136  -101  -214 253 243 495  -131 -132
Other Europe 67 -82 -222 -148 -237 -299 -166 -136
Asia 108 -69 -247 -152 -293 -222 -189
Suriname -100 -186 -228 -240 -357 -261 -185
(Former) Antilles -317 -289 -254
Africa 41 226 462

Turkey -47 -147 -301

Morocco 274 -342
All regions 120 -86

226 CBS states in the table explanation of this Statline tdbé previousfootnote): "For immigrants from
EU/EFTA countries, the reason for migration is based on the derived migration goals determined by CBS. For
immigrants from norEU/EFTA countries, the reason for migration is based on the migration motive given by the
IND. The data ithis table on immigrants from neBU/EFTA countries are based on the first permit issued to the
immigrant (which is the basis for the migration reason)." Compare &B@&, Statistiek Migratiemotievere-

trieved 1212-2020 from:https://www.cbs.nl/nl-nl/onze-diensten/methoden/onderzoeksomschrijvingen/korte
onderzoeksbeschrijvingen/statistigkigratiemotieven
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The results are conveniently summarizedrable6.3. The results for this division into world regions

are as follows. Labour immigrati@yviewed in isolatiorg is positive if the immigrants come from the
West, Latin America or Asia (but not from West Asia and the CEE countries, as will be explaingd shortl
However, due to the high costs for family immigration, based on these results, a positive effect can
only be expected from immigration from the EU and the region of origin Other outside Europe, which
includes Japan, North America and Oceania. Thesalsoghe only two regions of origin that show a
positive balance iTable6.3 when all motives are included. Asylum immigration and family immigra-
tion are always very negative from a fiscal point of view. For immigration with other or unknown mo-
tives, also (often substantial) negative amounts apply, with the favourable exceptiomugration

from the region of origin Other outside Europe.

Finally,Table6.3 shows that significant changes have taken place over time. Because the immigration
motive is only updated from 1995, all calculations with regard to motive are based on data from 1995.
The total net contribution based on the data from 1995 is shown inptraultimate column offable

6.3. In the last column, the net contribution is given on the basis of all data (including the data in the
years up to 1995). It can be seen that the net contribution of immigrants from the European Union and
the region Other outside Europe is higher if omiyoconsiders recent immigration from 1995 onwards.
For all other groups, however, the net contribution of recent immigrants has been lower since 1995.

The regional classification Table6.3 is taken from Statistics Netherlands and serves to make a fore-
cast of the costs and benefits of immigration in the next chapter. For policy purposes, this classification
may be too rough when it comes to regions where many immigrants come frariguine6.4, Africa,

Asia and the European Union are therefore further divided intorggjions. Due to data limitations,

this was only done for family and labour immigration.

Because labour immigration always goes hand in hand with family immigration, both are considered
at the same time. Because chain migratiothe form of family migration etaften equals or exceeds

the original immigration in size in the longer term, it is relevant for policy to compare the net contri-
bution of family immigrants and labour immigrants. Suppose, for example, that policymakers take the
fiscal contribution of imngrants as a starting point in their admission policy and expect one family
immigrant per labour immigrant. In that scenario, a minimum condition for a positive fiscal effect over-
all would be that the fiscal benefits of one labour immigrant exceed at thagiet costs of one family
immigrant, if any. For an understandable argument, the remainder of this section uses this simple sce-
nario of one family immigrant per labour immigrait.

227 This scenario obviously ignores many subtleties, such as possible differences between family migrants who

join labour migrants and family migrants who join asylum migrants. The other motives also remain out of the

picture. Furthermore, the probability ofggmanent residence is much higher for the lower educated (89.12),

which may influence the level of family migration. Furthermore, it is generally not easy to estimate the full mi-

gration per labour migrant, Jennissen, R. (2011). According to older CBRJgdea G A G F LIISF NB G KL
YR wnnm GKSNBE éla +y I@SNI3IS 2F 2yS a4dzoaSljdzSyd YAIND
bAO2ft I ax | & ounmmOd az2NB NBOSydG /.{ NBaSIFNOK aidl ddSa
migrant came to the Netherlands in the period 2680213. In addition, there is a strong correlation with partner
RSYFYRéZ 2y 5dAys /& 3 {(i2StRNIACSNE [® OHAMNUD | 24
(family formation migration). Aecent trend is that more and more labour migrants come with a partner (ap-
proximately one third) or with a partner and children (also approximately one third) and this trend probably leads

to a higher number of family migrants per labour migrant, Hitzert& van Wijk, M. (2019).
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If one looks aFigure6.4 with these eyes, then four categories can be distinguished. Only for the UK,
Ireland, Denmark, Sweden and Finland region do both labour immigration and family immigration
show a positive balance. That is the first category. The second category concemgsation from
Southern Africa and the UN region of Western Europe (Belgium, Luxembourg, France, Germany and
Austria), where family immigrants make a negative net contribution, but labour immigrants make a (in
an absolute sense) greater positive net cdmiition. For this category, a ratio of one family immigrant

per labour immigrant would have an overall positive effect.

For East and Southeast Asia, the Indian subcontinent and the GIPS co{Bteese, Italy, Portugal

and Spain)the net benefits of one labour immigrant are outweighed by the net costs of one family
immigrant. For this category, there would be an overall negative fiscal effect for one family immigrant
per labour immigrant?® This is the third category.

Southern Africa

North Africa (excl. Morocco)

Sub-Saharan Africa (excl. Southern AfriH

Indian sub-continent

Africa

East Asia

Asia

South-East Asia

West Asia

UK, Ireland, Denmark, Sweden and Finland

Western Europe (UN region)

GIPS countries, Malta and Cyprus

European Union

.|..JI||

CEE countries

€ pnn®RenH PPN N € Hpn®nenp nn

m Family m Labour

Figure6.4 Net contribution by region of origin and immigration motive (labour and family immigration) for first
generation immigrants and their children. GIPS countries are: Greece, Italy, Portugal andnSip&ircurrent
reportthis region ale includes Malta and CypruSource: Our own calculation based on Statistics Netherlands
microdata.

228 \Whether this is actually the case depends on the relationship between the various immigration motives. In
the GIPS countries, the number of family immigrants appears to be relatively small compared to the number of
labour immigrants, so that the total afbserved labour immigration and family immigration nevertheless pro-
duces a positive balance.
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The fourth category consists of regions of Saharan Africa (excluding Southern Africa), North Africa,
West Asia and the CEE countries where both labour and family immigration have a negative fiscal ef-
fect. Based on the results of this study, it seempadssible that recruiting labour immigrants from
these regionsin the way we have done so faran have an overall positive fiscal effé¢t.

If the data would allow further breakdown by region and motive, then, based on the total net contri-
bution calculated over all motivesX80,000), there would almost certainly also be a credit balance for
labour immigration from the EFTA countries (Switzerland, Norway, Iceland and Liechtenstein). The
same is likely to be true for Italy, Spain, Israel, India, Singapore, Taiwan and SoatffKore

The opposite is true for immigration from the Southern Africa region. The data unambiguously shows
a significant positive net contribution for this group. However, in this respect, results achieved in the
past are by no means a guarantee for the futurestFof all, this mainly concerns immigration from
South Afric&®! This probably rarely concerns the immigration of the once almost provéfial 2 dzii K

' TNAOIY ydzNBESAQX o6dzi NI} GKSNI SEtAGS AYYAIANI A2y D
pendency and as far as the children are concerngtligh Cito scores. Many immigrants with a South
African immigration background have youngeradder Dutch roots anr can learn the Dutch lan-
guage relatively easily from the related Afrikaans. For the period -2895, 4% of the immigrants

with a South African immigration background belonged to ¢h®y definitiong second generatiof{®

born in the Netherlands, which indicates a previous residence of the family concerned in the Nether-
land€34. Immigration from South Africa is partly the result of the seizure of power by the ANC in 1994
and the subsequent (elite) immigration to countries such as Australia, the US and the Netherlands. This
explains the high net contribution. On the other haifdubsequent immigratiors taken into account
non-selective recruitment of labour immigrants among the South African population as a whole would

¢ given the much lower level of educati@perhaps turn out more in terms of net contribution like

the current immigration from East Africag100,000) or West Africa €350,000). As will be seen in
Chapter 9, only immigrants with higher vocational or university educatimmncomparable knowledge

and skills; make a positive net contribution to the treasury.

223 Obviously, one can look beyond the fiscal effect and also consider other economic effects. It is possible, for
example, that labour immigration from CEE countries will keep certain sectors such as greenhouse horticulture
economically viable, although thguestion remains whether such a possible positive effect will be large enough

to compensate for the negative fiscal effect. Conversely, it is also possible that cheap labour immigration has
harmful effects such as inhibition of innovation, displacementesidents towards social security or (see also
§2.4) negative external effects of population growth, such as increasing pollution and congestion. However, the
determination of the said effects is beyond the scope of the present investigation.

230 isted are the countries and regions with, across all motives, a positive net contribution and a sample size for
the first generation of at least 5000 persons. For a number of other countries (including the Czech Republic,
Argentina and Malaysia), labouorigrants (taking into account family immigration) may also have a positive net
contribution, but this cannot be said with certainty due to small numbers, the impossibility of further breakdown
by country level or negative net contributions after furtheebkdown by country level.

21l see also the Glossary.

232 proverbial in the sense that 'South African nurses' once figured in Dutch debates on labour migration as a
solution to labour shortages in the health sector.

233 Statistics Netherlands StatLinegmi- en emigratie; per maand, migratieachtergrond, geslachtrieved 15
12-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/83518NED/table?d|=4009E

24 See for more details the Glossary.
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If chain migrationis taken into account, only labour immigration from North America, Oceania, the
British Isles, Scandinavia, Belgium, Luxembourg, France, Germany, Austria, Switzerland, Italy, Spain,
Israel, India, Singapore, Taiwan, South Korea and Japan are unequivgeaifive. Study immigra-

tion from the EU and EFTA, taking subsequent immigration into account, is probably approximately
budget neutral or slightly positiv&® Labour immigration and study immigration from the rest of the
world is at most budget neutral and usually negative, surprisingly often very negative, considering the
motive given to the INCFamily migration and immigration with unknown or other motive also repre-
sents a (often substantial) drain on the treasury, with the exception of the region encompassing North
America, Oceania and Japan. Asylum migration from all distinct regions hageaynkigh cost for the
Dutch treasuryd

.8

{.‘ﬂ ‘

i Sy
i

p €250.000

I -€710.000

Figure6.5 Net contribution of firsigeneration immigrants and their children for 87 regions of origin with remi-
ANFGA2Yy F2N FEt NBIA2Yy A 2 FSo@ddJOBroyirdralqulbtiort based oh BthtiRiBsa | NB
Netherlands StatLine and Statistics Netherlands microdata.

6.5 Net contribution of 15! plus 2'® generation: sensitivityanalyss
By Jan van de Beek, Hans Roodenburg and Joop Hartog

The calculations presented in this chapter are sensitive to the assumptions aidesensitivity has

been made transparent by calculating several variants related to the discount rate, the state pension
age and the allocation to residents of public goods such as defence and public administration (compare
84.2). For further details, sealso the Technical Appendix.

This sensitivity was made clear by calculating two variants that relate to the discount rate and the state
pension age respectivelyin addition, the effect of the chosen regional classification is also

235For the EU, the costs of family migration exceed the benefits of study migration on average, but children born
in the Netherlands of study migrants from the EU have on average a high Cito score (538.3). Children born in the
Netherlands of immigrants (athotives together) from the EFTA region also have a high mean Cito score (538.9).
High Cito scores are associated with high net contributions. Cito scores of the second generation are also corre-
lated with the educational level of the first generation, sahe case of family migration it is therefore in line

with the expectation that the partners of study migrants will be relatively highly educated.
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investigated. Sufficient data is needed to create age profiles for the net contribution (as shéwg in

ure 4.3, for example). That is why countries of origin where few people come from have been com-
bined into regions, except for a few cases where merging was undesfféblewever, the merger
conceals the sometimesgnificant differences within region3.o gainmore insight intodifferences

within regions the 42 regions have been further divided into 87 regi&$he results of this are given

in Figure6.5. Comparison withrigure6.1 shows that this produces a more differentiated picture. It
also becomes clear that merging into regions sometimes masks the (slightly) positive contributions of
immigrants from a particular country. Examples are Argentina, India and Malaysia.

Then the effect of the soalled discounting. As is done, for example, with the calculation of the liabil-
AGASa 2F LISyarazy TFdzyRaz Fftf FY2dzyda Ay (GKS LINBG;
them in euros of 2016. Following tl@&PB Netherlands Bureau for Economic Policy An&/Bi)this

discounting was done at a discount rate of 2.9%scounting is useful in itself. By expressing all

amounts in euros of 2016, different groups and situations are mutually comparable. This makes it eas-

ier for policymakers to choose between alternative policy options, the budgetary effects of which will

largely take place in the future.

However, discounting also has an important palielevant side effect. By discounting, amounts are
more reduced the further into the future they are. In particular, the amounts in the distant fugure
such as pensions and care for the eldeyhwill be geatly reduced. This reducing effect is stronger
when the discount rate is higher and less strong when the discount rate is lower. For example, at a
lower discount rate, the costs for old age will be heavier.

Those costs for retirement also depend in part on the state pensionRajsing the state pension age

is a doubleedged sword: if all other factors remain the same, the number of years one pays taxes for
retirement benefits increases, while at the same time the number of years one is entitled to a state
pension decrease3.he current report assumes a retirement age that will be gradually increased to 70

years until 2060. Under these conditions, net contributions to the treasury are on average higher and
the costs of aging are less burdensome than forttigement age of 65wvhich has long been in force.

The aforementioned effects are shownhigure6.6. In this figure, a division has been made into 87
regions of origin. For each region, it is indicated whether the net contribution is higher #EnG00
(green), lower thar €10,000 (red) or somewhere betweer10,000 and €10,000 (orange).

The top world map irfrigure6.6 is based on the standard scen&?fblt can be seen that immigrants

from most Western countrieg especially Japan, Oceania, North America, Scandinavia, Western Eu-
rope (with the exception of Portugal) and some Central European countries such as the Czech Republic,
Slovakia and Slovenia ma#igositive (green) net contribution. A negative net contribution (red) ap-

plies to Greece, Cyprus and the other countries in Central and Eastern Europe, such as the Baltic States,
Poland, Romania, Bulgaria, the former Yugoslavia and the former Soviet Union.

236 n particular Japan (because of existing Statistics Netherlands classifications) and Israel (because of too large
differences with surrounding countries of origin).

27 This was done by making synthetic net contribution profiles, in which the data was supplemented, if neces-
sary, from the profiles for the 4@art division, especially for the older ages. See also the Technical Appendix.
238This means on the basis of a discount rate of 2.5% and a gradual increase in the state pension age to 70 years.
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Figure6.6 Net contribution for first generation immigrants and their children for 87 regions of origin for the
standard scenario (top), at a 1% lower discount rate (middle) and at a state pension age of 65 years (bottom).
Source: Our own calculation based on StiagsNetherlands StatLine and Statistics Netherlands microdata.

More than +€10,000
Between -€10,000 and +£10,000 i

M Less than -€10,000 !
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Immigrants from most notWestern countries make a negative (red) net contribution. Here the excep-
tions are Venezuela and Argentina in Latin America, Southern Africa in Africa and Israel, India, Malay-
sia, and the Asian tigers (South Korea, Taiwan, Hong, lKadgSingapore) in Asia. Israel, Hong Kong
and Singapore are hardly visible on the map. For a number of countries, such as Malaysia and Argen-
tina, the positive contribution only becomes visible through the refinement of the regional classifica-
tion.

The middle world map ifigure6.6 is a variant of the standard scenario, with the understanding that
the discount rate is 1% lower, so that the costs and benefits are heavier in the retirement age. As a
result, Germany and (not visible on the map) Hong Kong here coloured yellow, whible ¢ater-

preted as a more or less neutral net contributidrable6.4 also shows the results for this scenario for

the 42-part division into origin regions.

The bottom world map ifrigure6.6 is a variant of the standard scenario, with the understanding that

the state pension age has been reset to 65, which of course increases the costs for the retirement age.
In this scenario, in addition to Germany, Venezuela and South Korea also changgedeonipositive

net contribution) to yellow (neutral net contributionAlso for this scenarid,able6.4 shows the results

for the 42part division.

These world maps also show that the net contributions of immigrants for the vast majority of the re-
gions of origin in the variants for discount rate and state pension age are stable positive or negative.
Western regions of origin could be characterizedstble positive, with the exception of Indonesia,
Portugal, Greece, Cyprus and most Central and Eastern European cotiffrfesnonWestern coun-

tries could be described as stable negative, with the exception of Argentina, Southeri*Afiscael,

India, Malaysia, Taiwan and Singapore.

Finally,two calculatiors were performedto test the sensitivity of the allocation of public goods. The
current report attributes public goods equally to residents, following the 2014 CPB Ageing Study
Minder zorg om morgeand a 2018 CPB dataset (see Chapter 8 of the Technical Appendix for details).
In 84.2 it was explained that the current report differs in this respect from the methodology of the CPB
report Immigration and the Dutch Econorfrpm 2003 on which the current report builds. &ttCPB
report allocates public goods to residents in projan to their contribution to the gross domestic
product. Column 4 ofTable6.4 presentsa variant of thebaseline scenarion which public goods are
partially allocated to inhabitants on the basis of their contribution to GDP. Mgmatribution to GDR

is operationalised as average personal primary income (PPI), the income people generate from their
own work or business (see column ZTable6.4). Furthermore, olumn 5 ofTable6.4 gives a variant

in which public goods are higher.

2¥The countries Czech Republic, Slovakia, Slovenia and Croatia together form a positive exception; however, the
data does not allow further breakdown and it is therefore not possible to say with certainty for which of these
countries the immigrants make asgitive net contribution. This may be related to the influx of refugees from the
former Czechoslovakia (1968), but additional research is needed to be able to say something with certainty.

240 For the Southern Africa region, in practice mainly South Africa, it should be noted that the positive net contri-
bution is related to the specific circumstances of the brain drain that took place from the transfer of power to
the ANC in 1994, see §6.4.
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Tale 6.4 Net contribution by region of origin for the 42 division, fdrahd 29 generation together; sensitivity
analysis with regard to state pension age, discount rate and weighting of public goods.

35% of State
PPI as Ba®- Public Public pen- 1%
% of line goods goods sionat  lower
native sce- weighted 20% 65 discount

Dutch3 nario by PPl higher years rate

%

Max 144% 208 191 178 183 259
Min 24% -606 -528 -665 -620 -849
Max - Min 120% 814 719 843 803 1.108
Horn of Africa and Sudan 24% -606 -528 -665 -620 -849
Morocco 40% -542 -482 -599 558 -795
Afghanistan, Iran, Syria and Iraq 35% -418 -357 -471  -435 -571
Central Africa 43% -382 -325 -439  -402 -519
West Africa 50% -348 -306 -397 -365 -499
Turkey 45% -340 -294 -388 -354 -504
Caribbean 40% -321 -283 -357  -332 -456
North Africa (excl. Morocco) 47% -319 -276 -365 -333 -461
Aruba and (former) Netherlands Antilles 59% -254 -229 -288  -265 -350
Pakistan 44% -238 -201 -276  -250 -343
Arabian Peninsula, Jordan and Lebanon 63% -224 -193 272 -241 -322
Suriname 68% -185 -166 -220 -200 =277
Former Soviet Union (excl. Baltic states) 58% =177 -148 217 -192 -270
Former Yugoslavia, Albaniat 63% -161 -136 -199 -176 -246
Thailand, Indochina and Myanmar 47% -159 -121 -200 -176 -234
Central America and South America Other 59% -118 -91 -156  -133 -180
East Africa 75% -98 =77 -145  -120 -139
Poland and the Baltic states 59% -71 -46 -105 -83 -114
Bulgaria and Romania 60% -70 -48 -102 -82 -113
Philippines, Malaysia, Brunei and East Timor 58% -66 -34 -109 -87 -106
China, Mongolia and North Korea 60% -47 -21 -84 -66 -76
Brazil, Argentina, Paraguay, Uruguay, Chile? 74% -34 -17 -72 -54 -62
Indian subcontinent excl. Pakistan 78% -27 -13 -63 -41 -69
Portugal 78% -27 -16 -56 -42 -63
Indonesia 65% -24 -5 -55 -41 -45
Greece and Cyprus 79% -13 -2 -43 -29 -50
Hungary, Czech Rep., Slovakia, Slov., Croatia  69% -6 12 -39 -19 -25
South Korea, Taiwan, Hong Kong, Singapore 78% 14 27 -20 -7 -7
Germany and Austria 89% 23 29 -7 7 5
Spain 92% 39 43 8 20 18
Italy and Malta 99% 50 50 20 31 26
Israel 100% 58 58 8 35 66
Belgium and Luxemburg 97% 63 65 30 49 68
Native Dutch reference 100% 95 95 60 74 102
Southern Africa 117% 158 144 112 125 202
France 123% 165 152 132 143 192
Oceania 130% 166 151 137 147 200
EFTA, dwarf states and crown dependencies 108% 182 176 142 155 234
UK and Ireland 130% 191 177 164 169 224
Japan 121% 194 185 169 173 244
North America 144% 203 182 175 183 256
Denmark, Sweden and Finland 133% 208 191 178 182 259

1Excl. SloveajQroatia. 2Incl. Fench Guana.
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The rationale behindboth variants is as follow<ertain government expenditure is indeed, as stated

in Immigration and the Dutch Econormmore related to the GDP than to the population. Think of
obligations such as EU contributions and international agreements on development cooperation and
defence, which are expressed as a percentage of GDP. However, this concerns only 18.5% of total ex-
penditure on what in the current report is classified as 'public goods'. The remaining expenatiture
public goodsprobably follows to a fairly large extent the development of the population. One can think

of personnel costs for civil servants working inkalds of executive services such as the tax depart-
ment. Costs for civil servants' salaries are expected to largely keep pace with population size, as are
investments in the government buildings where these civil servants are housed.

However, there are also costs that most likely increase more than proportionally with population
growth. This is relevant because Dutch population growth is actually entirely migralamted (see
§2.2).For example, in a densely populated country like the Netherlands, infrastructure costs might
well be more than proportionally related to population size due to congestion phenomena. The same
applies to costs incurred for nitrog&# and climate policy, insofar as they fall under the heading of
'‘public goods'. After all, as the population grows, achieving (reduction) targets requires a greater effort.
Costs for nature, environmental and energy policy may also increase disproportiondte popula-

tion size, as space becomes scarcer and population density increases. With population growth due to
immigration, costs for policies with a redistribution component are also likely to increase dispropor-
tionately. Consider poverty reduction amdl kinds of social support, insofar as they fall under 'public
goods'. The reason is that poverty and low income are disproportionately common among immigrants
in the Dutch case.

The literature also suggests that when allocating public goods costs to individuals, in addition to the
possibility of economies of scatex decrease in per capita costs with population growthere is also

the possibility of a disproportionate increase in these costs with population growth. Krieger and Mei-
erriekg*2 summarise the literature on the relationship between government size and population size
as follows:

GhdzNJ RAaOdzaaiazy 2F (KS S govarment size felatiorSHiplcandzNS
be summarized as follows. First, the theoretical effect of larger population size on government
size is a priori unclear: the beneficial effects predicted to oedgovernment size (scale econ-
omies, reduced exposure to international aggression and markets) must be weighed against
effects that may stimulate government size (costs due to congestion, heterogeneity, crime,
corruption and domestic conflict). Second, thpirical evidence reflects this theoretical am-

biguity, with some studies reporting a negative populatid® SNy YSy G &AT S NBf | i

others reporting positive orne@ A Ay A FA Ol y (il 4a20AF A2y a X&o

In their own contributiong which they say is based on improved econometric methodotabey find
that "effects of population size that increase government size (mainly through the costs of heteroge-
neity, congestion, crime and conflict) dominate those that decrease government size (mainly through

241 putch government policyg on whichtens ofbillions of euros are spermtto reduceitrogenR S L2 A A G A 2 Yy Q
sources likdraffic and farminghttps://www.government.nl/topics/natureandbiodiversity/the-nitrogen-strat-
egy-andthe-transformationof-the-rural-areas

242Krieger, T. & D. Meierrieks (2019)

243Krieger, T. and D. Meierrieks (2019)
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economies of scale)." Thus, the net effect is that costs increase disproportionately with population
growth.

It would be going too far to estimate here the degree of dependence on GDP or population size for
each item and the extent to which those relationships are (dis)proportionate. Instead, two calculation
examples are given, which are not based on exact @loul but are mainly illustrative in nature. The

first example illustrates the possible outcomes if public goods are partly related to population size and
partly to GDP. The second calculation example illustrates what happens if the costs for public goods
increase more than proportionally with population size due to (lssgale) immigration.

The firstcalculationexample(column 4 ofTable6.4) is based on the assumption that defence, devel-

opment cooperation and the like are 100% GiBRted and the other items are 20% GBffated on

average. In these proportions, 35% of public goods costs are related to GDP and the rest to population

size (fordetails see the Technical Appendix). In this variant, the positive contribution for North America
32Sa& R2¢6y FTNRBY ennoxnnn G2 emyunInnn O2YLI NBR 2
for the regionHorn of Africa and Sudan goes up fremc nc Z RepH yiZ2n nn® ¢ KA a G NR |
group differences.

The second calculation examgmlumn 5 ofTable6.4) is based on the assumption that public goods

costs increase 20% across the board, due to an unspecified combination of all the potential effects of
growing population density and size mentioned above (infrastructure and congestion costs, greater

effort on environmental, climate, energy, nitrogen and Q&gets, costs of increasing heterogeneity,

crime, corruption, internal conflict, costs of additional redistribution, integration and minority policies,
SGO0d0d LYy GKS NBadzZ GAy3 GIFINAIFYyidE>X GKS LI2airdiogsS 02
emTpInnn O2YLI NBR (2 (GKS olFlaStAyS aOSyFINA2d® ¢KS
goes down further frome ¢ nc T Recic piE2nnnd ¢ KA a GFNAFYyGd NBRdzOSa vy
dampengroup differences.

Tabk 6.5 Total net contribution relative to the Base Scenario, over the period-2098, weighted by remer-
gence region based on the 42 division (minus the Netherlands).

Total net contribution relative

Scenario to baseline scenari
Baselinescenario 100%
35%public goods to PPI 80%
Public goods 20% higher 135%
State pension at 65 115%
Discount rate 1% lower 156%

In summary, the scenarios produce differences. The state pension age at 65 yields relatively small dif-
ferences. With a 1% lower discount rate, the difference between the highest and lowest net contribu-
tions becomes much larger (the difference is then akdoditmillion euro). In contrast, partially allocat-

ing public goods in proportion to contribution to GDP actually dampens group differences. If the cost
of public goods rises disproportionately with population growth, net contributions become lower
across he board.
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However, the colour scheme Trable6.4 shows that in all variants, the mutual ranking of the 42 regions

is almost the same as in the baseline scenario. In this sense, the differences are mainly gradual. In
policy application, such as steering by net contribution, a different scenario theréfm® not always
suddenly yield totally different result3.abk 6.5 shows the effect on the total net contribution over

the period 19962019, relative to the baseline scenario.
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7 Government costs and benefits of recent and future immigration
By Jan van de Beek

7.1 Introduction

Based on the results from the previous chapters, this chapter provides an estimate of the costs and
benefits for the government of recent and future immigration. As explained in Chapter 3, broadly

speaking, two approaches can be distinguished for calagldtie costs and benefits of immigration:

the static approach and the dynamic approach. In order to achieve a correct interpretation of the re-

sults in this chapter, it is first explained what this chapter does not intend to do, hamely to provide a

static ost-benefit analysis. The remaining sections of this chapter are devoted to presenting an esti-
mate of the costs and benefits of immigration in the recent past and the near future using the dynamic
approach from Chapters 4 to 6.

The static approach is a snapshot of the costs and benefits of immigration. During a shorgderiod
example one yeac it is determined what will flow in and out of the treasury on balarntable7.1
shows the results of such a calculation for 2016, both for the entire Dutch population and broken down
by immigration background.

In 2016, the realized net impact of immigration on public finances amounted to 17 billion edtbs.

The group with a noAWestern immigration background received a net amount of 18 billion euros

FTNRBY GKS GNBIF&AdZNE AY Hnamc I 2 MNbildion Eyosgwaslaset by JS NA 2 v «
the group with Dutch background, abow1,200 per person. Persons with a Western immigration
background were net contributors foe500 per person and paid a total of 0.9 billion euros to the
treasury. The remaining part (1.1 billion euros) was financed from other meéans.

The advantage of the static approach is that the calculation is relatively simple. The big disadvantage,
however, is that considerable distortion can arise due to differences in age structure alone. On aver-
age, in the Netherlands it is mainly people ag&dt@ 65 who are net contributors to the treasury.
People up to the age of 25 and over 65 are generally net recipients. Among native Dutch people, the
group aged 25 to 65 made up 52% of the total in 2016, much less than among first and second gener-
ation nonWestern (55%) and Western (58%) immigraitsThis creates a significant positive bias,
especially among Western immigrartéBecause of this bias, it is quite possible that groups that come

244 Following the CPB, some government income and expenditure are not allocated to individuals, in particular
interest paid by the government, taxes received from abroad, gas revenues and government income from assets.
Government revenues and expenditures wéenherefore higher and total government finances showed a positive
balance in 2016See Statistics Netherlands StatLi@®gerheidsfinancién; kerncijfengtrieved 2412-2020 from:
https://opendata.cbs.nl/statline#/CBS/nl/dataset/84114NED/table?d|=476E0

245 Statistics Netherlands StatLirlgevolking; geslacht, leeftijd, generatie en migratieachtergrond, 1 janteari
trieved 2412-2020 from:https://opendata.cbs.nl/statline#/CBS/nl/dataset/37325/table?d|=486BD

28 |n the hypothetical case that residents with a figgneration Western and newestern immigration back-
ground in 2016 made an equally large net contribution to the treasury for each age as people without an immi-
gration background (native Dutch people)tbé same age, the net contribution to the treasury of a first gener-
ation Western or noANVestern immigrantvould in 2016 begreater than the net contribution of a native Dutch
person purely as an effect of age structur®neoff costs for, for example, asylum accommodation, are not
taken into account.
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out as net contributors in a static approach are actually net recipients over their life course, or vice
versa¥’

Table7.1 Total costs and benefits for the treasury attributed to individuals, by immigration background, 2016
(statistical approach). Source: Our own calculation based on Statistics Netherlands StatLine and Statistics Neth-
erlands microdata.

Benefits Costs Balance  Population Per person
(billion (billion (billion (million  (multiples of
euros) euros) euros) people) €100)

Population 298.8 299.9 -1.2 17.2
Dutch background 245.7 229.6 16.1 13.4 €1,200
Immigration background 53.1 70.4 -17.3 3.8 -€4,600
Western 29.1 28.2 0.9 1.7 €500
First generation 13.1 12.4 0.7 0.8 €900
Second generation 16.0 15.8 0.2 0.9 €200
Non-Western 24.0 42.1 -18.2 2.1 -€8,500
First generation 16.5 24.7 -8.1 1.1 -€7,100
Second generation 7.4 17.5 -10.0 1.0 -€10,200

The dynamic approach used in the present study has the advantage of avoiding age bias in principle,
because the entire remaining life course is considered, from the moment of immigration or birth, to
the moment of remigration or death. Pension and healtineccosts that may be in the distant future

at the time of immigration are, for example, also taken into account in this approach. However, this
only applies if we do not discount. In particular, immigrant groups who do not contribute or contribute
negati\ely during their working age such as asylum seekegsppearmore treasuryfriendly due to
discounting?*®

However, a disadvantage of the dynamic method is that it is complex to make a good estimate of future
amounts. Although this obviously creates uncertaifftyclear net contributors will not readily be rec-
orded as net recipients or vice versa, as is possible with the static méthibds therefore necessary

to update such a calculation periodically in order to adjust the results to, for example, differences in
integration speed between immigrant groups.

247 A recent example is a study by the National Bank of Belgium (2020), p. 57, where, based on the static method,

AG Aa adlk 0 XRY KS/ 2SEORRRNAYST SN A2y T AG FLIISENB G(GKFG 0
nances is higherthanthatof y I G A @Sa 2F yIFGAGBS 2NAIAYI odzi GKAA TFAYH
tures between the sl N2 dzLJa ®¢ /| £ OdzAf  GA2Yy GAGK GKS Re8YylFIYAO YSGK?2
tional Bank of Belgium shows, however, that the net contributio# S NJ G KS t AFS O2dz2NESUO 27

GA2yQF y20 RAAGRdAzxEBSRE AAGSBNBKHKIUKIG 2F Wyl iA@Sa 2-
about€150,000 lower.

248\When discounted with a discount rate of 2.%5%s is done in this repog the difference for the first genera-

tion between, for example, the asylum origin region of Afghanistan, Iran, Syria and Iraq and North America is

more thane100,000. Without discounting, this difference is abe@60,000.

249 For insight into the degree of uncertainty that can be obtained with a sensitivity analys&6.$ee

250 |n other words, measurement errors in the dynamic approach are not likely to cause substantial changes in

the ordering of the group average net contributions, as is possible with the static method, see foa4Yote
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Another disadvantage of the dynamic approach is that the amounts are more difficult to interpret than
is the case with the static approach. The static approach involves amounts that, in general terms, are
actually included in the government budget in trdavant period. However, this is not the case in the
dynamic approach. In the calculations in the previous chapters, the net contribution for an immigrant
who immigrated in 2016 is determined as, in other worti& sum of all expected future costs and
berefits, expressed in euros of 20T8e costs and benefits are therefore allocated to the year of im-
migration 2016, but the actual impact on public finances will largely take place in the years that fol-
low.2%t

The calculation of the costs and benefits of historical immigration has been performed as follows. H
combination of origin and motive, the amountsTiable6.3 have been multiplied by the numbers of imn
grants who entered the country annually during the period 12@®80. To make this concrete: if in 2015, {
example, 10,000 labour immigrants came from the European Union, the total net contribution of labg
migrants in that year is calculated to be 1.29 billion euros positive (10,000 times the net contribution
group ofe129,000 fromTable6.3).

The calculation for neduture immigration is similar. Several scenarios have been developed for future
gration, based on assumptions about the future numbers of immigrants for each combination of orig
motive. Subsequently, the amounts frdmable6.3 were multiplied by the expected numbefus,in con-

crete terms: if in the year 2030 100,000 immigrants from the EU are expected in a certain scenario,
contribution of immigrants from the EU in that scenario for the year 2030 is calculated at 12.9 billior
positive (100,000 timesthe n&2 Y i NA 6 dzi A 2y 2F ( KFRablebINR dzLJ 2 F €™

Box7.1 Calculation of the net contribution (benefits minus costs) for historical and future immigration.

Conversely, the vast majority of the net costs of tW/estern immigration in the static calculation of
Table7.1is not the result of the immigration in 2016 itself, but of the hardly selective admission policy
in the preceding decades. The net amount actually flowing into or out of the treasury through immi-
gration in a given year (static) will generally differ frtme total net contribution of the immigrants
admitted in that year (dynamic). For the 2016 reference year, the impact of immigration on the budget
is 17 billion euros negative (static), so more than half of the negative net contribution of 30 billion
euros that the immigrants who were admitted in 2016 will make over their life course (dynamic). How-
ever, if immigration were to remain at current levels for a long period of time, with the current negative
net contribution per immigrant, the actual annual buedgequirement will be somewhere in the long

run at around 50 billiorurosper year??

2511n the remaining sections of this chapter, the net contribution is also always allocated to the year of immigra-
tion. All amounts mentioned in this in the remaining sections of this chapter are the net contribytrat is,

the net present value of thex@ected future financial costs and benefisllocated to the year of immigration.
These amounts are also always shown in the figures in the remaining sections of this chapter by the year of
immigration. However, the vast majority of the costs and beseifitll be realized after the year of immigration

and will not be directly visible on the government budget for the year of immigration.

252This refers to the steady state that will be achieved (ceteris paribus) in the long run, if immigration remains at
the current level for a long time in terms of size and in terms of cost and benefit structure and the discount rate
used is positive. A sination for the Netherlands in whict from an initial situation without immigration the

annual immigration is constantly equal to the average immigration over the period-201% and the immi-
grants always have a cesenefit structure equal to the avege immigrant as observed in 2016, shows that the
annual actually realized burden on public finances is initially low, after almost 30 years it is half of the net contri-
bution, after more than 60 years equal the net contribution and after about 120 yeabdliges at almost twice
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If immigration remains at the 2012019 level in terms of size and cebenefit structure, the annual
budget burden will gradually increase from 17 billi@@urosin 2016 to about 50 billioreurosper year

in the long run, a threefold increase that the welfare state most likely wouldn't surviviéis is an
important policyrelevant observation. It shows that the net costs of immigration can gradually accu-
mulate over a longer period of time, due to ongoing policy and irreversible policy decisions from the
past. Such a process is underway in thehddinds when it comes to neWestern immigratiort>To

put it eloquently, with the admission of the average Réfestern immigrant, the government is in
effect granting the person in question a claim on the treasury with a net present value of nearly
€150,000. For the average immigrant, this claim is cashed in by the redistribution from the high to the
low-skilled, a process that is facilitated by relatively flexible access to welfare state arrangements and
a weak incentive to participatie te labour processThis is of course not about tkfm the context of

the Dutch debateplmost proverbial Indian IT workers who enter through the selective labour immi-
gration channet who are among the positive exceptiogbut about the much larger numbers of non
Western asylum and family immigrants and labour immigrants from Affiaad the Middle Eas®.

Total

&

-10

-15

-20

-25

-30

Net contribution (billions of euros)

-35
1995 2000 2005 2010 2015

Figure7.1 Net contribution of firsigeneration immigrants and their children allocated to the year of immigration,
19952019. Note: all amounts are below the thick grey zero line and are negative. Source: Our own calculation
based on Statistics Netherlands Statlamel Statistics Netherlands microdata.

In the remaining sections of this chapter, based on the results from Chapter 6, an estimate is made of
the net contributiong costs minus benefitg of immigration in the recent past and the near future.

This concerns the net contribution of the first asdcond generation together, taking into account
mortality and remigration and broken down by region of origin and immigration motive. The period
19952019 has been used for the recent past because detailed data on immigration by region of origin

(1.94)the net contribution.Another approach is to perform the generat@raccountingfor all immigrants with

the discount rate equal to the economic growth assumed by the CPB (1%) and this yields a factor/ofel-96.

aged over the years 2006 n mpX G KS ySi O2y(iNRodziAzy A& Y2NB {(KIy ¢
FY2dzyia G2 | ySdi O02ad 2F ltvyzad epn o0AftAZYy®

253 The same applies to some of the Western immigrants, for example when it comes to immigration from the

Central and Eastern European countries, but here for simplicity we will stick to the exaniaiblet.1.

254 Except for Southern Africin casuespecially South Africa.
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and immigration motive (work, study, asylum, family immigration, etc.) is only kept from 1995 on-
wards. The period 202R040 has been chosen for the near future.

The net contribution of historical and future immigration is calculated in this chapter by multiplying,
for each combination of origin and motive, the amoufftsn Table6.3 by the observed or expected
numbers of immigrants (for more explanation dgex7.1). For each combination of origin and motive
and for each yedr®, the net contribution is therefore calculated on the basis of the characteristics that
the average immigrant from the relevant group had in the year 2816.

[&)]

= \/\/estern

)

&

= NOn-western

'
(&)
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-30

-35
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Figure7.2 Net contribution of firsgeneration immigrants and their children by region of origin, allocated to the
year of immigration, 1992019. Source: Our own calculation based on Statistics Netherlands StatLine and Sta-
tistics Netherlands microdata.

7.2 Costs and benefits of recent immigration, 192919, development by year

The net costs of noiWestern immigration averaged about 27 billion euros per year over the 2015
2019 period (euros of 2016), while Western immigration was roughly budget neuivkdasured over

the entire period 1998019, the annual net costs of ndestern immigration amount to 17 billion
euros and the annual net benefits of Western immigration amount to 1 billion e&igare7.1 shows

the total costs and benefits of the immigration that took place in the various years. The total amount
is negative and the net costs fluctuate between 6 and 32 billion euros per year. The peak in net costs
of minus 32 billion euros in 2016 is langéhe result of asylum immigration from Syria in particular at

the time of the seO £ ft SR WNB F¥dz3SS ONRAAAQDP | 26SOSNE (GKAA
Figure7.2 the costs and benefits are broken down by Western and-Wastern immigration back-
ground. The total net contribution of Western immigrants fluctuates betweeand +2 billion euros.

NonWestern immigrants, however, make a negative net annual contribwtied to -32 billion euros.
5

255 Since the amounts ifable6.3 are expressed in euros of 2016, this also applies to all amounts in this chapter.

256 For 19952017, the numbers for each combination of origin and motive have been calculated on the basis of
Statistics Netherlands microdata. For the years 2018 and 2019, they have been estimated on the basis of the
total immigration per group and informatn from Statistics Netherlands StatLine tables about permits issued by

the IND and the immigration reason derived by Statistics Netherlands.

257 pdjusted for economic forecasts by the CPB and policy changes regarding, for example, the state pension age.

131



Net contribution (billions of euros) Net contribution (billions of euros)

Net contribution (billions of euros)

'
N

1
Sy

'
[o)]

[&)]

o

5
-10
-15

1995

1995

1995

2000

2000

2005

2005

2010

2010

2000

2005

2010

132

2015

2015

2015

Total

m Other/Unknown
m Asylum

m Family

m Study

m Labour

Western

® Other/Unknown
m Asylum

m Family

H Study

m Labour

NonWestern

m Other/Unknown
m Asylum

m Family

u Study

m Labour

Figure7.3 Net contribution of firsigeneration immigrants and their children by motive and region, allocated to
the year of immigration, 1992019, for all immigrants (top), Western immigrants (middle) and-Waestern
immigrants (bottom). Source: Our own calculativased on Statistics Netherlands StatLine and Statistics Neth-
erlands microdata. Note: The scale for the net contribution along the vertical axis differs between the graphs.



Figure7.3 shows further detail. When readinfgigure7.3, one should keep in mind that all columns

above the zero line represent positive amounts and all columns below the zero line represent negative
amounts. This also applies to all other figures in this section with the same layout. In the figures, the
cate NE Wdzy | Y26y Kk20KSND adlyRa F2NJAYYAINI yia ogAdK
tive is unknown or does not need to be specified, for example because they have Dutch nationality.

The net contribution of all immigrants is given at the togafure7.3, broken down by immigration
motive. It can be seen that four motives dominate the net contribution picture: labour dominates the
net benefits, while the motives family, asylum and to a lesser extent unknown/other dominate the net
costs. Only Western immigtion is shown in the middle &figure7.3. Here again it is labour that dom-
inates the benefit side. On the cost side, it is mainly family immigration and a little bit of asylum, espe-
cially in the 1990s. At the bottom &igure7.3, only nonWestern immigration is shown. Labour immi-
gration plays a growing, yet very minor role on the benefits side. On the cost side, the motives of family
and asylum dominate, again clearly showing the role of the 2015 refugee crisis.

Western immigration is budget neutral to slightly positive, while Wdastern immigration is very ex-
pensive. An important cause is that the net contribution of Western immigrants is higher for all motives
of immigration. Depending on the motive, the difé&ice amounts t@100,000 toe 300,000 per immi-

grant (see 86.4). In addition, the relationships between the various motives in Western immigration
are much more favourable: a relatively large proportion of favourable labour immigration and a rela-
tively smallproportion of very expensive asylum immigration. Finally, for Western immigrants, the
costs of family immigration are on average lower, although these costs are increasing due to an in-
creasing proportion of immigrants from Central and Eastern Europeantroest
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Figure7.4 Net contribution of firsigeneration immigrants and their children, allocated to the year of immigration,
broken down by region of origin, 192819. Note: all amounts are below the thick grey zero line and are negative.
Source: Our own calculation basaa Statistics Netherlands StatLine and Statistics Netherlands microdata.
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Figure7.5 Net contribution of firsigeneration immigrants and their children, allocated to the year of immigration,
19952019, broken down by motive for Latin America (top), Africa (middle) and Asia (bottom). Source: Our own
calculation based on Statistics Netherds StatLine and Statistics Netherlands microdata. Note: The scale for the
net contribution along the vertical axis differs between the graphs.
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If we look at the noAWestern (parts of) continents, then immigration from Latin America has a limited
budgetary effect of up to 2 billion euros negative. Migration from Africa has a negative balance of 2 to
9 billion euros annually. For Asia, the costall at around 20 billion euros in 2016 due to the refugee
crisis and the net costs will then also be higher than before.

Figure7.5 zooms in on each of the three continents separately, broken down by motive. It can be seen
that for the region of origin Latin America (above in the figure) there are growing benefits for labour
immigration, but that these are overshadowed by the mostamgant cost items family and unknown
motive. Study immigration has a small but growing share of the net costs.

The net contribution of immigration from Africa (middle) is fairly erratic, with peaks (up to 9 billion
euros negative annually) that are largely caused by asylum immigration. In addition, family immigra-
tion and immigration of unknown motive are cost itenhs terms of size, labour immigration is a minor
cost item for Africa as a whole (there are of course always regional differences and labour immigrants
from South Africa, for example, do very well).

The net contribution from Asia as a whole is negative. There are, however, increasing benefits from
labour immigration, amounting to approximately one billion euros at the end of the period. This is
offset however by much greater costs for family immigratiAsylum immigration from Asia, however,

is the most obvious cost item, certainly at the end of the period (refugee crisis). For 2016 alone, the
costs for asylum are approximately 16 billion euros. The costs of family immigration from Asia also
recentlyincreased to about six billion euros, which can be partly explained as an effect of the asylum
immigration peak.
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Figure7.6 Net contribution of firsigeneration immigrants and their children, allocated to the year of immigration,
broken down by region of origin, 192919. Note: all amounts are below the thick grey zero line and are negative.
Source: Our own calculation basen Statistics Netherlands StatLine and Statistics Netherlands microdata.
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Figure7.7 Net contribution of firsigeneration immigrants and their children, allocated to the year of immigration,
19952019, broken down by motive for Turkey (top), Morocco (middle) and Suriname (bottom). Source: Our own
calculation based on Statistics NetherlarfgtatLine and Statistics Netherlands microdata. Note: The scale for the
net contribution along the vertical axis differs between the graphs.
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The net contribution for the period 1998 n md F2NJ GKS F2dzNJ YIF 22 NJ WOt | a4/
Morocco, Suriname and Aruba and the (former) Netherlands Antilles is shdwiguire7.6. Part of the

migration from the Antilles can be seen as a form of internal immigration, but for the sake of com-
pleteness this group is also included in the analysis as much as possible. It can be seen that for Suri-
name the costs per year fluctuate arouhdlf a billion to one billion euros annually. For the other

three groups, the net costs are between one and three billion euros per year. There is no credit balance

for any of these groups.

In Figure7.7 the costs for Morocco, Turkey and Suriname are broken down by motive. For immigrants
from Aruba and the (former) Antilles, there is no breakdown for motive and this group is therefore not
shown inFigure7.7 The costs arise mainly from family immigration and immigration with an unknown
motive. This largely concerns people who do not have to state an immigration motive because they
have Dutch nationality. Especially for immigrants from Suriname, this groos filve main part of the
costs.

In the case of immigration from Turkey and Morocco, there was a sudden decrease in costs around
2005. Frontfigure?.7 it can be concluded that, in particular, the costs of family immigration decrease
sharply around that time, which is partly due to stricter admission requirements ard/giénburger-

ing in het buitenlandCivic Integration Abroad Act) (see 82.3). The costs of immigration with an un-
known motive (often, as mentioned, people with Dutch nationality) do increase slightly, but that does
not compensate for the decrease in the costs of family immigration. Is@simportant to emphasize

once again that the negative net contribution, certainly for the first generation, cannot be directly
traced back to guest labour or colonial immigration because, in the graphs shown here nitésreo
immigration from the year 1995.
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Figure7.8 Net contribution of firsigeneration immigrants and their children, allocated to the year of immigration,
broken down by region of origin, 192919. Source: Our own calculation based on Statistics Netherlands StatLine
and Statistics Netherlands microdata

Figure7.8 shows the net contribution of the four Western regions. For immigration from the Other
outside Europe region (North America, Oceania and Japan), there is a positive balance of one to two
billion euros. Immigration from the European Union turns from pesitvith a peak of plus two and a

half billion euros in 2000 taegativehalf a billion euros in 2016 and 2017. Later in this section it will
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be made clear that this has to do with the growth of labour and family immigration from Central and
Eastern Europe. For the Rest of Europe region, the amount fluctuates from negative one half to two
billion euros.

Immigration from Indonesia has a very small negative effect on the government budget. This immigra-
tion should not be confused with the pestar immigration of the Inddutch population because, as

far as the first generation is concerned, this concerny anhmigration starting from 1995. Of course,

all kinds of connections between these immigration flows are conceivable, but they are essentially
different. Figure7.9 shows that the costs of immigration from Indonesia are mainly caused by family
immigration and increasingly study immigration. However, the total amounts per year are relatively
small, in the order of a few hundred million euros.
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Figure7.9 Net contribution of firsgeneration immigrants and their children by motive, allocated to the year of
immigration, 19952019, for Indonesia. Source: Our own calculation based on Statistics Netherlands StatLine and
Statistics Netherlands microdata.

For the other three Western regions of origin, the results are broken down by origin motive given in
Figure7.10. At the top of this figure, the results are given for immigration from the Other outside
Europeregion. This region includes Western countries outside Europe, with the exception of Indone-
sia, which is also classified as Western by Statistics Netherlands. In concrete terms, this concerns the
US and Canada in North America, Japan in Asia and Oced#hidustralia and New Zealand as the
largest countriesFigure7.10 shows that there are many benefits and hardly any costs for this region

of origin, apart from a relatively small amount for family immigration. Migration for this region is com-
pletely dominated by labour immigration, which generates a positive balanednadst two billion

euros in 2019.

The Rest of Europe region comprises a very mixed group of countries. On the one hane;dhedso

EFTA countries such as Norway and Switzerland fall into this category. On the other hand, this category
also includes the former Yugoslavia and the fornei& Union, where a large proportion of European
asylum seekers come from. A negative balance applies for this region as a whole. Although labour
immigration does make a positive contribution, there are relatively high domtsasylum and family
immigration. Figure7.10 shows that, especially in the 1990s, there were significant downturns that
were partly caused by asylum immigration, including the war in the former Yugoslavia.

138



Net contribution (billions of euros) Net contribution (billions of euros)

Net contribution (billions of euros)

N
o1

N

=
&

[EnY

o
[

o
|
|

1995

2000

2000

2005

2005

1995

2000

2005

2010

2010

2010

139

2015

2015

2015

Other outside
Europe

m Other/Unknown
Asylum

m Family

H Study

m Labour

Rest of Europ

m Other/Unknown
Asylum

m Family

u Study

H Labour

European
Union

m Other/Unknown
Asylum

u Family

m Study

m Labour

Figure7.10 Net contribution of firsigeneration immigrants and their children, allocated to the year of immigra-
tion, 19952019, broken down by motive for the regions Other outside Europe (top) and Rest of Europe (middle)
and for the European Union (bottom). Sour®@er own calculation based on Statistics Netherlands StatLine and
Statistics Netherlands microdata. Note: The scale for the net contribution along the vertical axis differs between
the graphs.



The bottomof Figure7.10 shows the results for the European Union. Migration from the EU is sub-
stantial in terms of numbers of immigrants, but makes hardly any net contribution to the treasury in
recent yearsLabour migration completely dominates the benefits side and this, together with the also
beneficial student migration, does make a substantial positive net contribution on average, but this is
offset by steadily increasing net costs due to family migrafiiom 2005 onwards.
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Figure7.11 Net contribution of firsigeneration immigrants and their children, allocated to the year of immigra-
tion, 19952019, broken down by labour and family immigration for four regions within the European Union.
Source: Our own calculation based on Statistethé&tlands StatLine and Statistics Netherlands microdta.

Moreover, the composition of EU immigration also changes over time, as can be sedfidtoeY.11

(see also §2.3). It can be seen that until about 2005 there was hardly any labour or family immigration
from the CEE countries. Subsequently, this immigration increases rapidly, first mainly labour immigra-
tion and later also family immigration, which uofiately exceeds labour immigration in size. Both forms

of immigration make a negative net contribut@Shfor the CEE countries. These are the dark blue and
light blue columns ifrigure7.11. For the GIPS countries, the benefits of labour immigration (dark or-
ange columns) exceed the costs of family immigration (light orange columns), although the difference
is small and decreasing. For Western Europe, the benefits of labour immigratioryétiavk columns)
largely exceed the costs of family immigration (light yellow columns). For the Northern Europe region,

258 Northern Europe: UK, Ireland, Denmark, Sweden and Finland. Western Europe: Belgium, Luxembourg, France
Germany and Austria. GIPS countries: Greece, Italy, Portugal, Spain, Malta and Cyprus. CEE countries: Hungary,
Czech Republic, Slovakia, Slovenia, GroBtilgaria, Romania, Poland and the Baltic States. See also the Glossary.

259 That labour migration from Central and Eastern Europe has a negative impact foetsiryis no surprise

For the most part, those involved perform lgyaid work andg just like the Dutch in the same positi@they

therefore pay relatively little tax and premiums, while they do benefit above average from independent

schemes such as allowances.
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there is a positive balance for both labour immigration (grey columns) and family immigration (very
small black lines at the top &igure7.11).

Table7.2 Total net contribution (in billions of euros) for figggtneration immigrants and their children, by origin
and immigration motive, 1992019. Source: Our own calculation based on Statistics Netherlands StatLine and
Statistics Netherlands microdata.

Other /
Labour Study Asylum Unknown  Family Total
Other outside Europe 31 0 0 3 -3 33
European Union 54 8 0 -11 -26 25
Indonesia 0 -1 0 -1 -2 -3
Suriname 0 -1 0 -11 -6 -18
Latin America 3 -3 0 -11 -11 -22
Other Europe 2 -2 -6 -8 -13 -27
(Former) Antilles 0 0 0 -36 0 -36
Turkey -1 -1 -1 -9 -31 -43
Morocco -1 -1 0 -14 -30 -46
Africa -1 -6 -37 -34 -37 -115
Asia 9 -7 -76 -23 -56 -153
Total 97 -13 -121 -154 -214 -405

7.3 Costs and benefits of recent immigration, 192919, total amounts

Summation over the past 25 years gives an overall picture of the costs and benefits of immigration for
the first and second generation together, as showable7.2. On the income side is mainly labour
immigration from most Western countries (with the exception of the CEE countries), a large part of
Asia (with the exception of West Asia) and Latin Am&icAll in all, there is a positive balance of 97
billion euros for labour immigration from the aforementioned regions. For labour immigration from
the regions of Central and Eastern Europe and West Asia, the fiscal costs exceed the fiscal benefits,
which isdiscounted in the totals for the European Union and Asia respectively. In addition, student
immigration from the European Union makes a positive contribution of approximately 8 billion euros.
Overall, however, study immigration is a cost item of 13 hiléaros.

All other immigration is on the cost side. Asylum immigration is very expensive per immigrant and this
is also reflected in the total amount of 121 billion euros in net costs for a relatively small group of
immigrants. Immigration with other or unknown mweé ¢ for a considerable number of people who

do not have to state a reason for immigration, for example because they have Dutch natiéhality
yields a (net) cost item of 154 billion euros. The largest item, however, concerns family immigration
with a net cost of 214 billion euros.

In summary, the picture of the fiscal costs and benefits shows a mixed result: substantial total net
contributions for labour immigration, especially if it originates from the European Union (with the ex-
ception of the CEE countries), the An§laxon counies and Asia (with the exception of West Asia)
and Latin America. In addition, a smaller amount for study immigration from the EU. On the other
hand, however, there are much greater negative effects of asylum and family immigration in particular.

280 Information about the CEE countries and West Asia is not shown in Table 7.2, but can be féigndeti4.
261 Statistics Mtherlands Statistiek Migratiemotievenretrieved 21-2021 from:https://www.cbs.nl/nl-nl/onze-
diensten/methoden/onderzoeksomschrijvingen/kortsnderzoeksbeschrijvingen/statistigkigratiemotieven
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In the end, a negative balance of 405 billerosremains. That is an amount in the order of magnitude
of the total natural gas revenues from the start of extraction to the present®fay.

As explained i186.4, there is only a positive balance left in labour immigration for a few regions after
discounting the costs of the inevitabtdhain migration in the form of family immigration. Here we
repeat the summary at the end of that paragraph: From the point of view of the treasury, only labour
immigration from Japan, the Ang®axon countries, Scandinaffeand a number of neighbouring
countries such as Belgium, France, Germany, Austria and Switzerland is unequivocally positive. A
smaller credit balance applies to labour immigration from a few other Western countries such as ltaly
and Spain and from a few néNestern countries such as Israel, India and the Asian tigers. In addition,
study immigration from the EEA area (EU plus EFTA) is positive.

7.4 Costs and benefits of future immigration

In this section, three scenarios are presented for the possible development of costs and benefits in the
near future. The period 202P040 has been used for this. In the three scenarios presented here, it is
in principle assumed that the size of the imnaition is the same as that in the Statistics Netherlands
population forecast from 2028 The scenarios mainly differ in the assumptions regarding the com-
position of the immigration by region of origin and immigration motive (work, family, study, asylum
and other/unknown).

The calculation is further based on the amounts for the costs and benefits per combination of motive
and region as given imable6.3. This is done by multiplying the amounts foundlable6.3 by the
expected numbers of immigrants for each combination of region of origin and immigration motive (for
more information, sed30ox7.1). The costs and benefits are therefore calculated for each group on the
basis of the characteristics that the average immigrant from that group had in the yeaf®016.

Thebase scenariassumes that the size of the immigration is the same as that in the Statistics Neth-
erlands population forecast from 2020. It is also assumed that the composition of the immigration by
region of origin is the same as that in the Statistics Netherlandslptipn forecast from 20182 Fi-

nally, it is assumed that the composition by immigration motive is the same as the composition in the
10-year period 20082017.

Thegrowth scenarids the same as the base scenario except for two assumptions. First, it is assumed
that labour and family immigration from the CEE countries will grow from 2021 with the trend growth
over the period 2002017. Over this period, the number of labour immigafrom Central and East-

ern Europe increased annually by 615 persons and the number of family immigrants by 845 persons

262 Expressed in euros of 2018, see Statistics Netherlakalslgasbaten uit gaswinning bijna 417 miljard euro
retrieved 2412-2020 from:https://www.cbs.nl/nl-nl/nieuws/2019/22/aardgasbatemit-gaswinninebijna-417-
miljard-euro.

263These are the regions Other outside Europe ({Ealgle6.3) and the UK, Ireland, Denmark, Sweden and Finland.

264 Gtatistics Netherlands StatLinBrognose bevolking; kerncijfers, 264060, retrieved 2612-2020 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/84645NED/table?d|=4871B

265 Adjusted for economic forecasts by the CPB and policy changes regarding, for example, the state pension age.
266 For the population forecast for 2020, these data were not available at the time of writingtaéstics Neth-

erlands StatLindPrognose immigratie en emigratie; achtergrond, 22DB9 retrieved 24-12-2020 from:
https://opendata.cbs.nl/statline/#/CBS/nl/dataset/83793NED/table?d|=3F3FC
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annually. In addition, it is assumed that the size of asylum and family immigitioom Asia and

Africa will keep pace with the population growth in the main regions of asylum éfigiine UN pop-
ulation forecast for 2019 has been used here. According to the United Nations, population growth up
to 2040 will be particularly strong in the two main regions of asylum origin, West Asia (+27%) and Africa
(+56%).

In principle, thecontraction scenarids also based on the base scenario. In addition, it is assumed that
the immigration policy is as selective as possible with regard to the net contribution. This implies a
reduction compared to the base scenario of immigration for combinations of motideregion of

origin with a low net contribution. For the net contributioriBable6.3 has been taken as the starting
point, on the understanding that in the case of immigration from the European Union and Asia, the
motives for labour and family immigration in sudgions are also taken into account.

In concrete terms, the contraction scenario has been completed as follows. Labour immigration is as-
sumed to be the same as the baseline scenario for the Western regions (with the exception of the CEE
countries) and for Latin America (with the exceptiorsafiname) and Asia (with the exception of West
Asia). Labour immigration from the CEE countries, Suriname and West Asia, like labour immigration
from Turkey, Morocco and the rest of Africa, has been set at 10% of the size in the base scenario due
to a negaive net contribution. The extent of study immigration has also been set at 10% of the basic
assumption, except for study immigration from the EU, the Ai8f®on countries and Japan due to a
positive balance and because of the historical tiesalso forstudy immigration from Surinan?&®

For family immigration, it is assumed to be 50% of the base scenario, with the exception of family
immigration from Northern Europe (UK, Ireland, Denmark, Sweden and Finland), for which no reduc-
tion is assumed due to a positive balance. Due to very higtscasylum immigration has been set at
10% of the base scenario in all cases.

In the collective category other/unknown, a distinction is made between the two immigration motives.
Immigration with other motive has been set at 50%, with the only exception being the region Other
outside Europe (North America, Oceania and Japan) fahwio reduction has been applied due to a
positive balance. Immigration with an unknown motigéncluding, for example, many people with
Dutch nationalityg is the same as in the base scenario. Immigration from Aruba and the (former) An-
tilles in practiceall falls into this category and therefore remains unchanged.

267 The assumption here is that family migration is mainly growing due to increased asylum migration. Therefore,
the same growth is assumed for asylum and family migration. For Asia, family migration and asylum migration
are about the same in 2019, for Afridamily migration is about a third larger in 201t9s therefore no exagger-

ation to assume the growth in asylum migration and family migration to be equal.

268 For Africa, population growth in Africa excluding Morocco has been used. For Asia, based on historical data
for the period 19952017, it has been assumed that 92.7% of asylum migration will come from West Asia and a
weighted average of the population gréiwin West Asia and the rest of Asia has also been taken on the basis of
this assumption. Calculation based on: United Nations, Department of Economic and Social Affairs, Population
Division (2019)

269 students from Suriname, for example, are equated with Dutch students in terms of tuitiorg fess like
students from the EEA and Switzerland, Bolhaar, J., S. Kuijpers & A. Nibbelink Planbureau, C. (2019), pg. 5
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Figure7.12 Number of firstgeneration immigrants for three scenarios (above). Annual (middle) and cumulative
(bottom) net contribution of firsgeneration immigrants and their children for three scenarios. Up to 2020 obser-
vations, from 2020 forecast. Source: Our matctulation based o€BSStatLine and microdata.
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The contraction scenario will not be easy or quick to convert into policy. It also ignores all sorts of
subtleties such as differences within regions or the fact that selection for net contribution is likely to
increase the average net contribution. Thentraction scenario (with the exception of study immigra-

tion from Suriname) is based on the calculations in Chapter 6. The choices for selection are based on
this. It is certainly not the intention to suggest that this should necessarily be the desireasiiomp
according to regions of origin of future selective immigration policy. The policy relevance of the con-
traction scenario lies mainly in the fact that it provides insight into the potential magnitude of the
positive effect of selective admission mylion government finances.

The development of the annual immigration and the annual and cumulative net contribution is shown
for all three scenarios iRigurer.12. This concerns immigration and not the migration balance, because
the remigration probabilities are already included in the calculation of the net contribution. Further-
more, it only concerns immigration of persons with a figsheration immigration backgund, be-
cause the net contribution of the second generation is also already included in the calculation of the
net contribution. Note that according to the base scenario, immigrattegure7.12 above) is more or

less constant from 2020. In the growth scenario, too, the increase in the number of immigrants lags
behind the trend over the period 2068020 or 19958020. Both scenarios therefore certainly do not
show a trend break in the upward dirgan. In the contraction scenario, immigration falls back to the
level around the year 2010.

None of the scenarios yields a positive balance for any yagure7.12 middle). The annual net costs

in the base scenario are 29 billion euros. In the growth scenario, the annual net costs will gradually
increase to 38 billion euros in 2040. In the contraction scenario, the annual net costs fall to 4 billion
euros within aéw years.

Table7.3 Total net contribution from immigration, 1995019 (observation) and 202040 (forecast) in billions
of euros. Source: Our own calculation based on Statistics Netherlands StatLine and microdata.

Scenario
Period Observation Basis Contraction Growth
19952009 -209
20102019 -196 +
Total 19952019 -405 -405 -405 -405
2020-2040(forecast) -597 -100 -695 +
Total 19952040 (including forecast) -1,001 -505 -1,1

The total net costs are shown kigure7.12 (below) andTable7.3. For the sake of readability, these
amounts are rounded up to multiples of 100 billion in the main text. The net costs for the period 1995
2019 amount to 400 billion euros, half of which in the last 10 years. In thdibascenario, an addi-
tional 600 billion euros in costs will be added up to and including 2040. The total costs for the entire
period 19952040 in that scenario amount to 1,000 billion euros. In the growth scenario, the additional
costs from 2020 will be rouredi off at 700 billion euros, bringing the total costs to 1,100 billion euros.
The extra asylum immigration from Africa and Asia and the extra labour immigration from the CEE
countries, together with the additional family immigration, entail an addiéibcost of 100 billion euros
compared to the base scenario, of which 64 billion euros is for asylum. In the contraction scenario, the
additional costs from the year 2020 will still amount to 100 billion euros.
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The essential and obvious observation is that an increase in immigration, with the same composition
by region of origin, immigration motive and with the same doshefit structure, will always lead to

an increase in the annual costs of immigration. Duth&ohigh costs per person, especially in the case

of asylum migration, the costs of immigration will increase sharply with a moderate increase in the
number ofasylum migrantsBy changing the composition according to region of origin and immigra-
tion motive, it is possible to increase immigration without significantly increasing costs.

Even in a scenario that is based on an admission policy that is much stricter than the current legal
frameworks allow, immigration is lossnaking for the Dutch treasuryThe assumptions regarding
selectivity in the contraction scenario described above are quite strong, including a halving of family
immigration and a reduction of asylum immigration by 90% for most regions of origin. The labour im-
migration allowed in thiseenario comes mainly from Western countries (excluding the CEE countries),
Asia (excluithg the Middle East) and Latin America (excluding Suriname) and has been reduced to 10%
of the current level for all other countries due to the net costs. Yet even under those stringent require-
ments, immigration as a whole is still lassking for the treaury.8

In order for immigration to work out positively for the Dutch treasury, it is necessary not only to
manage the numbers, but also to strictly select people based on human capital, in particular educa-
tion level. That is in essence what classic immigration countries like Canada and Australia aim to do
GAGK GKSANI FRYA&daAzy LREAOASAY AyTFfdsSSyOS (KS Wy,
favourable effect on the host country. National (economidf-se#erest is much more an accepted
criterion and ¢ unlike in the Netherlandg research into the economic effects of immigration is fairly
generally accepted. These countries also have much more space than the Netherlands, so that popu-
lation growth does not quickly lead to congestion and the likee fua favourable geographical loca-

tion in relation to unstable world regions, they also have more options to manage expensive asylum
immigration. In short, the traditional immigration countries have more options than the Netherlands

to absorb immigrants rad to steer them through selection to achieve a favourable outcome for the
treasury. Moreover, due to the extensive, relatively accessible welfare state, the Netherlands is ex-
pected to have to select even more strictly than the traditional immigration tee@sin order to be

able to maintain the current arrangements.

The net costs of immigration are mainly the effect of the redistributive effect of the welfare state
towards low-skilled immigrants and, for the time being, policymakers seem to be choosing de facto
to absorb those costs by phasing out the welfare stafiéhe calculation in the current report is pre-
dominantly based on a cros®ction of the population for the year 2016. However, the pattern of costs
and benefits is not static. The net costs can mainly be traced back to the redistributive function of the
gowvernment, which performs its work through the fiscal authorities and the welfare state. The system
of progressive taxes, meaimsed allowances and benefits ensures a redistribution from high to low
incomes. Many immigrants have a low level of educationiandme. In the calculation, the net costs
have been allocated to the year of immigration, but the vast majority of those costs are only have an
effect on public finances after immigration. When it comes to costs for old age they usually do not
occur untilmuch later. This means that the net costs of immigration will increasingly burden the gov-
ernment budget over time (see 87.1). As long as policymakers are not committed to a restrictive and
selective immigration policy, there is only one other option tofkéee costs of immigration bearable,
namely less redistribution. This can be done by gradually reducing the welfare state fuatieocess

that is in fact already underway.
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8 Specification of the costs and benefits of immigration for the government
By Jan van de Beek

8.1 Introduction

The main aim of this study is to determine the fiscal effects of immigration using generational account-
ing. Generational accounting is based on a large number of cost and benefit items. Some of them are
of decisive importance because of their size andfoe fact that they can differ greatly between
groups. In order to gain insight into the origin of the observed differences between population groups,
this chapter examines the various items.

Table8.1 Totals for 2016, of 23 cost and benefit items, for the entire population and broken down by immigration
background, in absolute amounts (billions of euros) and relative (per capita) compared to native Dutch people
(%), as well as the population size (*0D,people ) by immigration background, being the population on 1 January
2016 plus 171 thousandy@arolds born or immigrated in 2016. Our own calculation based on Statistics Nether-
lands StatLine and Statistics Netherlands microdata. The macro amourtteefentire population are partly
based on CPB data.

With immigration background

Total Dutch Western Non-Western Total
Population size (x 1000) 17,150 13,352 1,671 (10%) 2,127 (12%) 3,798 (100%)
REVENUEEXPENDITURE -1.2 16.1 0.9 -18.2 -17.3
Nr. TOTAL EXPENDITURE 299.9 229.6 28.2 (98%) 42.1 (115%) 70.4 (108%)
1 Public administration 67.3  48.2 6.6 (100%) 12.7 (165%) 19.0 (141%)
2 Defence 6.9 5.3 0.7 (100%) 0.9 (100%) 2.0 (100%)
3 Education 278 208 2.0 (73%) 4.9 (149%) 7.0 (117%)
4 Child benefitstudent grants 5.2 3.8 0.4 (75%) 1.1 (179%) 1.0 (136%)
5 Disability/sickness benefit 134 10.2 1.3 (96%) 2.0 (125%) 3.0 (113%)
6 Unemployment 8.0 6.2 0.9 (116%) 0.9 (88%) 2.0 (100%)
7 Social assistant&NW 7.4 3.2 0.8 (106%) 3.4 (648%) 4.0 (445%)
8 Sociakecurityresdual 17.2 134 1.7 (103%) 2.1 (100%) 0.0 (102%)
9 State pension 36.9 32.1 3.5 (99%) 1.3 (26%) 4.9 (53%)
10 Transfers abroad 10.5 8.2 1.0 (100%) 1.3 (100%) 2.3 (100%)
11 Subsidiesdllowances 9.4 6.2 1.0 (106%) 2.2 (227%) 3.2 (182%)
12 Healthcare 65.2 53.1 6.2 (97%) 6.0 (71%) 12.1 (80%)
13 Grossnvest.buildings 8.5 6.6 0.8 (100%) 1.1 (100%) 1.9 (100%)
14 Grossnvest.infrastructure 10.1 7.8 1.0 (100%) 1.2 (100%) 2.2 (100%)
15 Grossinvest.schools 5.9 4.5 0.4 (77%) 1.0 (144%) 1.5 (116%)
TOTAL REVENUE 298.8 2457 29.1 (100%) 24.0 (61%) 53.1 (76%)
16 Wageandincometaxesand o5, 1559 155 (104%) 118 (59%)  27.0 (76%)
social premiums
17 Other direct taxeshouseholds 7.9 6.5 0.8 (104%) 0.6 (59%) 1.4 (76%)
18 Inheritance tax 1.7 1.5 0.1 (79%) 0.1 (26%) 0.2 (45%)

19 Caporate income and divtax 21.8 19.2 1.7 (81%) 0.8 (26%) 2.5 (46%)
20 IRN (indiect tax like VA®tc.) 68.1 55.0 6.8 (102%) 6.3 (72%) 13.1 (84%)

21 IRNfrom companies 16.1 14.2 1.3 (81%) 0.6 (26%) 1.8 (46%)
22 Netland sales 2.3 1.8 0.2 (100%) 0.3 (100%) 0.5 (100%)
23 Nontax resourcesesdual 27.8 21.6 2.7 (100%) 3.4 (100%) 6.2 (100%)
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In order to align with a classification used by B Netherlands Bureau for Economic Policy Analysis
(CPB)the various sutitems have been combined into the 23 cost and benefit items showrabie

8.1. This table shows the totals for each of these items for the year 2016, both for the entire population
and broken down by immigration background. As explained in 87.1, such a snapshot (static approach)
can be highly biased due to differences in age stngtThis is also the case for the Netherlands. In
particular, nonWestern immigrants have a relatively young age structure, which is one of the reasons
why certain items such as state pensitiand healthcare are relatively low. Items related to the youth
phase, such as educati®h are actually higher, partly because of the age structure. The relative size
of the amounts compared to native Dutch people is shown in the last columabile8.1.

Furthermore, the differences between Western and Adestern immigrants are striking. Western
immigrants contributed 0.9 billion euros overall in 2016 and-Wéestern immigrants received 18.2
billion euros. Western immigrants are much more similar to mabvtch people in terms of costs and
benefits than noAWestern immigrants. In terms of age structure, the differences between Western
immigrants and the native Dutch people are also relatively limited, so that, for example, the use of the
state pension iglmost equal to that of the native Dutch population.

On the expenditure side, the costs for public administration are also relatively high. First of all, this is
because the considerable costs for thmemigration and Naturalisation Service (INibdthe Central
Agency for the Reception of Asylum SeeK&@O®A)n 2016 have been allocated to public administra-
tion. These costs have been allocated to the first generation and are |attyéhyted to non-Western
immigrants. The suliem security (police, justice and crime) also falls under public administratia.

costs of security are much higher for people with an immigration background because the number of
suspects per 10,000 inhabitants is higher for all age groups than for native Dutch?&dplkaddition,

the average passage through the criminal justice system turns out to be more expensive for immi-
grants, partly because of the more frequent imposition of expensive prison sentéhédsre too, the
young age structure of especially nviestern immigrants distorts the picture because young people
(with and without an immigration backgrouhdimply commit crimes more often than older people.

On the expenditure side, the relatively high costs for benefits are particularly striking féVestern
immigrants, with social assistance in particular standing out. The exception is unemployment benefits,
which are relatively high for Western immigrantThis is partly related to benefit fraud (see §8.6).
Another possible explanation could be commuter immigration of labour immigrants within the EU,
although this would require further investigation. NdWestern immigrants make relatively little use

of unemployment benefits. However, this is less favourable than it seems, in part due to low employ-
ment rates and relatively high dependence on other benefits. Finally, the allowances received by non

20 This is partly a distortion because the first generation has not always built up suffitédatpensionwhich

is supplemented by social assistance benefits. The actual costs are therefore higher than is expressed in the
amount for AOW. The average for January and December 2016 was 2.7% foDnétkrgpeopleand 13.9% for
immigrants Statistics Netherlands StatLiR&rsonen met bijstand; persoonskenmerkegirieved 2712-2020

from: https://opendata.cbs.nl/statline/#/CBS/nl/dataset/82016NED/table?dI=47859

271 As will become apparent, the costs of education for immigrants are often higher, also calculated over the life
course.

272 gGtatistics Netherlands StatLingerdachten; geslacht, leeftijd, migratieachtergrond en generatitsieved 25
12-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/81959NED/table?d|=48730

273 A Statistics Netherlands customized table was used for these differences, se@88 ttizTechnical Appen-

dix.
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Western immigrants are also relatively high. In the case of ine@lated schemes, this is mainly due
to a low average income.

Which brings us to the revenue sidelable8.1. The item wage and income taxes and sqmiemiums

is relatively low for people with a neWestern immigration background because of a low average
income, despite the overrepresentation in the working age group. This is partly related to a low level
of education and low labour participation (see Chapter®low income also depresses the payments

of taxes classified under the IRN itémTable8.1, which mainlyincludeindirect taxes such as VAT.
Furthermore, immigrants pay relatively few taxes associated with business ownership, such as corpo-
rate income tax and dividend tax. This concerns direct ownership (such as partners in a company), but
mainly pension assets invest in shares. On average, immigrants are less wealthy than people with a
Dutch background and have lower pension assets. The young age structure also plays a role for non
Western immigrants. A lower capital structure, in combination with the young agetstey also re-

sults in low inheritance tax paymen¥.

The revenue side in particular shows a difference between the native Dutch population aiViastn

ern immigrants. Expenditure for néiwestern immigrants is 115% of that of native Dutch people. That
amounts to approximately 5 billion euros higher expenditon norWestern immigrants than could

be expected on the basis of the numerical relationships between the population groups. The incomes
of nonWestern immigrants are only 61% of the native Dutch people and that amounts to 13 billion
less in government&wvenues. Of the total net effect on public finances of 18 billion euros ofest-

ern immigrants, about 70% relates to the revenue sithble8.1 is a representation of the static ap-
proach¢ a snapshot; whereby, among other things, the young age structure produces distortion.
However, calculation shows that also in the dynamic approach about 70% of the difference between
first-generation immigrarg and native Dutch people is determined by the revenue side. On average,
non-Western immigrants have a low average income and therefore pay relatively few premiums and
taxes (see also §8.13), which has a greater impact on the net contribution than ahighmgption of
allowances, benefits or care. This applies to many-Wastern immigrants, but also, for example, to
immigrants from Central and Eastern Europe.

Just because immigrants work does not mean that they automatically make a positive net contribu-

tion to the treasury, as the immigration from Central and Eastern Europe shows. This belies the
sometimesK S NR y2GA2y GKFG WAG MIAVE dDBNpiRdaBelatvaly f 2 y 3
high participation rate and a relatively low use of benefits can also make a negative net contribution.
This applies in particular to groups with a low level of education and income and who therefore receive

a relativdy large amount of incomeelated allowance and pay relatively little in taxes and contribu-

tions. Work is of course very important in many respects, but from a purely fiscal point of view it is not
always enough for a positive net contribution. Immigratioom Central and Eastern Europe, for ex-

ample, falls into this category.

2*The inheritance tax is attributed to the person who dies and not to the receiving party. However, its age de-
pendence is based on a CPB profile, which gives a fairly even distribution over ages. The use of a profile based
on the CBSable population would perhaps be more logical, but this has been abandoned due to excessive sen-
sitivity to age structure when, for example, mortality probabilities change. See also the Technical Appendix.
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Public goods etc. (94) State pensions (37) (10) allow. (3)

General government revenue attributed to individuals (299)
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Wage tax, income tax and other direct taxes (p8)  items) (30) premiums (23) premiums (9)

Figure8.1 Government expenditure and revenue attributed to individuals, 2016 (amounts in billions of euros).
Source: Our own calculation based on Statistics Netherlands StatLine and Statistics Netherlands microdata.
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In the remainder of this chapter, the 2016 snapshotable8.1is not relevant, but the suliems over

the entire life course are considered. In fact, the share of the net contribution as calculated in Chapter

6 is examined per suitem. In order to do this in a somewhat comprehensible manner, the 23 items
have beersplitup andor combined into a smaller number of itemEducation, Youth, Housing bene-

fit, Unemployment, Disability, Social assistance, Other social security, State pension, Healthcare, Secu-
rity and a residual item consisting of Taxes minus Pgbtids (see als®able8.4).

The primary purpose of showing the results in the rest of this chapter is to compare the different origin
groups with each other and with native Dutch people, in order to gain insight into the underlying
causes of group differences in net contribution. sTisi extremely policyelevant because it provides
tools to manage the net contribution of future immigrants. In the discussion in this section, the main
differences between the regions of origin are discussed. The world is divided into 42 regionsof origi
including the Netherlands for native Dutch people. The results are therefore often shown in the form
of world maps. For the Netherlandaunless otherwise stated the value is given of the native Dutch
reference, thehypotheticalimmigrant with the immigration behaviour and pension accrual of the av-
erage immigrant and furthermore the properties of the average native Dutch pérsdiis value is
used in the legend of the maps as a reference value (the shades of yellow). For more explanation, see
the Glossary under the headiNptive Dutch reference

Figure8.1 shows the main government revenues and expenditures. The amounts given are broadly in
line with the 2016 national budget, although a number of items have been rearranged for the purpose
of discussion in this chaptéf® In the discussion in the relevant section, it is always explained from
which subitems each item is composed.

A comparison between the revenue and expenditur&igure8.1 shows that the premiums for state
pensions and healthcare are lower than the costs for state pensions and healthcare. The premiums for
the items unemployment and disability/sickness do cover the costs. For the items healthcare, unem-
ployment, disability ad pensions, the premiums paid have been deducted from the amounts received,

in order to find out to what extent immigrants make a net contribution.

In the remaining sections of this chapter, the expenditure items will first be reviewed. In principle, one
section has been devoted to each item for expenditure, but a separate section has been devoted to
the degree of benefit dependency in a general sef@®5). The last section examines thecsdled

public goods and government revenue and the most important group differences in taxes paid and
personal income. All amounts in the rest of this chapter are expressed in euros of 2016 (discounted).

8.2 Education

Education is an important cost item in terms of size. This includes variottemsd) including educa-

tion itself, student grant€” and gross investments in schools. In the case of young people up to the
age of 18, education is the only item besides healthcare that is important in terms of group differences,

25 See the Glossary.

2761n principle, the amounts are based or derived from the national budget and the national accounts. How-
ever, the amounts may deviate from the amounts in the National Budget and/or the National Accounts because
they are based on Statistics Netherlands microdata and/or becauséesub are aranged differently.

277 Student grants under the Student Grant Adtdt studiefinancieringWsF).
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because the other items are either zero or are general government expenditures such as defence and
public administration that are equally allocated to all residents.

In education up to the compulsory school age, the differences between groups are mainly caused by
three things: the degree of participation in governmdnhded education, the scalled pupil weights

of primary school pupils and the percentage of pupikst tharticipate in relatively expensive forms of
education. From the age of 18, the degree of participation in secondary and higher education and the
receipt of student grants play a role.

| 63%

1%

Figure8.2 Average pupil weight of primary school pupils by immigration background, weighted by the proportion
of children born abroad (first generation) and the proportion of children born in the Netherlands (second gener-
ation), 20102014. Source: Our own calcutatibased on Statistics Netherlands StatLine and Statistics Nether-
lands microdata.

The degree of participation in governmefunded education is slightly lower among people with an
immigration background than among the native Dutch popul&f®iThis is partly due to immigration

or emigration. In that case, the immigrant is not yet present in the Netherlands on the reference dates
used for educational participation, or is no longer pres€hOther possible causes of the difference
with the native Dutch population are participation in nrgovernmentfunded education (such as in-
ternational private schools) and leaving school early. Furthermore, among adult education participants
there are quitea few students from outside the European Economic Area (EEA) for whom the govern-
ment does not pay for higher education at all. The costs for education are naturally lower for these
students.

218 For example, for primary school agel2 years), the participation of immigrants is 97% of the participation
of native Dutch peopleThis is mainly due to a lower participation of figeneration childrenOur own calcula-
tion based on Statistics Netherlands microdata.

2%The reference dates for educational participation &@ctober 2015 (two thirds of the amount) andctober
2016 (one third of the amount), while the reference date for inclusion in the research populatlodaisuary
2016. As a result, for example, people who immigrated betw&&rctober 2015 an®1 December 2015 and
people who emigrated betweehJanuary 2016 antiOctober 2016 are not included for two thirds and one third
respectively.
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The pupil weights depend on the educational level of the parents and determine whether primary
schools receive extra money for a child. There are three weights: 0 (no extra funding), 0.3 (30% extra
funding) and 1.2 (120% extra funding). In practice, oredtf R G KAY1 2F FY2dzyda NI
G2 etZpnn SEGNI T dRofwhighDn auSdgé abdUthEiis adtidlypai Sut tiX

the school&2due to the calculation system. The degree of payment partly depends on the proportion

of children of loweducated parents in the school concerned. Schools with a high percentage-of low
educated parents receive relatively the most money.

Figure8.223 shows that the pupil weights can differ greatly between the regions of origin. The yellow
colours represent regions of origin for which the pupil weight for the second generation is close to the
average for native Dutch people (3%The orange and red colours indicate the regions of origin with
relatively high pupil weights. The pupil weight is highest for Pakistan (51%), Turkey (55%), the Horn of
Africa and Sudan (59%) and Morocco (61%). In practice, primary schools for puphssvittkground
receive about a quarter more funding than for a child with a Dutch background.

The pupil weight can be used as an approximation for the educational level of the parents. In only a
few regiong; Israel, Japan, South Africa, North America and the British¢l#iesparents of immigrant
children are better educated than native Dutchopde (blue and green colours) based on pupil weight,

and in Switzerland, Scandinavia and Oceania the educational level is almost the same. In the majority
of the regions of origin in Africa and Asia, the parents are much less educated than native Dutch peo-
ple, based on the pupil weight of the parents.

Table8.2 Average costs of governmefitnded education per participant, as well as the number of participants,

by type of education, during the 2016 calendar year. The costs for primary education do not include the additional
costs for the pupil weight. Source: Gawn calculation based on Statistics Netherlands StatLine and Statistics
Netherlands microdata.

Type of education Education cost: N
Primary education €6,314 1,232,630
Primary special educatidisQ / secondary special educatigdSQ €12,653 81,554
Practical educatiofPROJ Learning support educatioh WOQ €11,664 97,179
Secondary educatiofVMBO, HAVO, VWO) €7,553 695,531
Secondary vocational educatigiMBO) €8,067 369,380
Higher vocational education (usually bachelor le¢dBO) €6,796 326,450
University education at bachelor level €6,839 108,561
University education at bachelor level €6,516 58,716

280 Primary education costs more tha®,300 per child per year and there are two weights, namely 0.3 and 1.2.
281 The formula used to determine the number Wirtual pupil€for which the school is additionally funded on
the basis of pupil weight, is based on a threshold value of 6% of the number of pupils enrolled at the school in
question. This applies to the year under review, the calculation system is subject to cBargdso the Technical
Appendix.

282|n the calculation for the current report, more than 40% of the amount has been allocataditaduak, see

also the Technical Appendix.

283 |n line with the method of Chapter 6, weighting was carried out for the share of children born abroad (first
generation) and the share of children born in the Netherlands (second generation) ejdirstation immi-
grants, taking into account their numbef children andmmigration behaviour.

284 For the population as a whole this is 9%.
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Furthermore, there may be group differences when it comes to participation in relatively expensive

forms of educationTable8.2 shows that some forms of education are significantly more expensive

than others. When it comes to vocational education and higher education, it is striking that secondary
vocational education in particular is relatively expensive per year. However ghedbidifferences are

in primary and secondary education. Special primary education is twice as expensive as regular primary
SRdzOF A2y T (GKS RAFFSNBYOS Aa lo2dzi ecnnn LISNI O
expensive as special primaggucation, which means that the difference between special and regular
dS02yRINE SRdzOF GA2Y A& | LILINRBEAYIGSt& ep=Znnn LISNI

Practical educatiog a form of secondary education for children with learning disabilities abiffa

cult learning intelligence profi2see Glossaryg is also significantly more expensive. The difference
0SG6SSYy AlG YR O6NB3IdzA N aSO2yRINE SRdzOlF GA2Yy A&
learning support education (LWOO), a form of education with extra attention that is usually offiered

the practicaVMBGOB leveP®.
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Figure8.3 Total share of Practical Education (PRO), Learning Support Education (LWOO) and Secondary Special
Education (VSO) amodg-yearoldsby immigration background, weighted per origin group by the share of chil-

dren born abroad (first generation) and the share of children born in the Netherlands (second generation), 2016.
Source: Our own calculation based on Statistics Netherlands StatLine and Statistics Netherlands microdata.

Figure8.3%¢ shows that the total percentage of special education, learning support education and
practical education students can vary considerably per region of origin. For immigrants from, for ex-
ample, the former Soviet Union and East Africa, this percentage isxdppately at the level of native
Dutch people (15%, shades of yellow). For immigrant children from East Asia, the East Indian

285 The basic andhiddlemanagement vocational programraare the two most practical and least theoretical
pathways in theMBOschool type Retrieved 121-2022 from:https://www.government.nl/topics/secondary
education/differenttypesof-secondaryeducation/prevocationatsecondaryeducationvmbo

26 |n line with the method of Chapter 6, weighting was carried out for the proportion of children born abroad
(first generation) and the proportion of children born in the Netherlands (second generation) efdmstration
immigrants, taking into account tirenumber of children ané@mmigration behaviour.
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Archipelago, Israel, Southern Africa, the ArR§&xon countries, Scandinavia and Switzerland (green
and blue shades), the participation in these expensive types of education is relatively low. In the orange
and red areas this participation is actually hléglthan for native Dutch people. About a third 15

yearold students with an immigration background in the Caribbean, Aruba and the (former) Antilles,
Turkey, Morocco, Central and West Africa and the Horn of Africa and Sudan attend special secondary
eduation, practical training or learning support education.

p -€20.000
-€ 60.000

Figure8.4 Total costs for education, student grants and gross investments in schools by immigration background,
for first-generation immigrants and their children, accounting for immigration behaviour and number of children,
discounted to 2016, based on data fromlB0 Source: Our own calculation based on Statistics Netherlands Stat-
Line and Statistics Netherlands microdata.

-€ 150.000

Figure8.4 shows the total costs for education for the first and second generation. This includes all costs
for participation in all forms of governmeifiinded education (se&able8.2), including government
investments in schools and student grants. It has also been taken into account that the government
does not fund higher education for firgieneration study immigrants from countries outside the Eu-
ropean Economic Area (EEA).

For immigrants from the yellowoloured regions, the costs are comparable to the amount of about
epyZnnn GKFG FLILX ASaA dimhyjokh&icalimmigrad Bith thelmmnddgtatiodS ¥ S NB y
behaviour of the average immigrant and otherwise the characteristics of a native Dutch person. The

cost is lower for immigrant children from most Western countries, and lowest for Japan. For immi-

grants from the orange and reteas, the costs for education are higher than average. This applies in
particular to tre Middle East and Africa, which is partly due to a relatively high number of children.

In the calculation, the costs for the second generation are allocated to the first generation. The first
generation mainly immigrates after school age and those who do come as children have often already
received part of their education in the country afigin. The education costs for the first generation
itself are therefore relatively limited, often a quarter or a third of the total for both generations. It
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therefore mainly concerns the education costs for the second gener&tidinis makes the total edu-
cation costs sensitive to the number of children: a higher number of children leads to higher education
costs for both generations together. Because there is also remigration, the costs peefiesttion
immigrant, even includig the costs for the second generation, are in many cases even lower than the
G2GFf SRdzOI (A Z¥thaCepplyitcaan av@rage child Darmim 2016 with a Dutch back-
ground.

8.3 Youth

The costs for childcare, child benefit, child budget and ctitbvancé®® are grouped under the head-

ing Youth. The results are giverFigure8.5. When interpreting this figure, it is important to note that

the costs of child benefit are allocated to the individual child and not to the parents who receive the
money. The number of children of the parents therefore has no influence on the amoume chtld
benefit. The number of children of the parents, on the other hand, does influence the costs of child-
care, childallowanceand the child budget.

‘\_"_"

g -€4.000
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I -€34.000

Figure8.5 Total costs for childcare, child allowance, child budget and child supplement according to immigration
background, for first generation immigrants and their children, accounting for immigration behaviour and num-
ber of children, discounted to 2016, baseddatta from 2016. Source: Our own calculation based on Statistics
Netherlands StatLine and Statistics Netherlands microdata.

287The number of children of women from the first generation in the group in question was weighted here, and
to avoid double counting, the children born abroad (first generation) were deducted from the total number of
children. Furthermore, remigration has & taken into account and the education costs have beéisnounted

See further §6.1 and the Technical Appendix

28 This is the discounted sum of all education costs, calculated over the entioelifseand including the ad-
ditional funding of primary education based on the pupil weight, including student grants and including the costs
allocated to individuals in proportion to education participation for gross investments in schools and with cor-
rection forthe fact that the government does not fund tertiary education for HBBA students

289 A series of social services aimed at supporting (parents with) children.
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The shades of yellow indicate regions for which the amounts correspond to the amouatfn = 1 n n
for the native Dutch reference, thieypotheticalimmigrant with the characteristics of a native Dutch
person. The green and blue shades indicate the regions of origin for which the amount for Youth is
lower. This applies to most Western countries and a number of countries in Asia, including China and
India. The orange and red shades symbolize atawarage consumption in the Youth category and

are mainly foundn Suriname, the Caribbean, the Middle East and Africa.

8.4 Housing benefit

In this section, differences are discussed regarding housing benefit (formerly housing subsidy). Housing
benefit is not only important because of the direct demand on public resources, but it also indirectly
indicates the use of social housing by immigsa@tmong the group with the lowest incomes.

v

-€£1.000

-€36.000

Figure8.6 Total costs for housing benefit by immigration background, for first generation immigrants and their
children, accounting for immigration behaviour and number of children, discounted to 2016, based on data from
2016. Source: Our own calculation basedtatistics Netherlands StatLine and Statistics Netherlands microdata.

The results are shown fRigure8.6. The native Dutch referenaga hypotheticalimmigrant with the
characteristics of the average native Dutch pergopd2 Yy A dzYSa Fo2dzi epZnnn AY
average over the course bfslife. Immigrants from a limited number of Western regian¥apan, the
AngloSaxon countries, Scandinavia, Switzerland, France, Belgium and Luxembsergss housing

benefit (the shades of green and blubhmigrants from he vast majority of the regions of origin have

an aboveaverage consumption of housing allowance (the orange and red shades). The claim on the
K2dzaAy3a oSYySTFAG F2NJGKS [Fadetdzy 2NAIAY NBIAZ2Yy 27
than theamount for the native Dich reference.

8.5 Benefit dependency

There are large differences in benefit dependency between origin groups. A compact way of expressing
benefit dependency is the swalledsupport ratiq the number of benefit recipients per 100 workéfs

This concerns unemployment benefits, social assistance, sickness benefits, disability benefits and other

20 strictly speaking, this is not a ratio, but multiplication by 100 increases readability.
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social provisionssuch aghe Invalidity Benefit Scheme for Young Disabled Perééfggong Act)The
data presented in this sectiamlates to the age group 25 to 65 years. For the average resident of the
Netherlands, this is the working, active period in which the net contribution is positive.

Table8.3 gives the support ratio for native Dutch people and per immigration motive, broken down
into Western and nofWestern firstgeneration immigrantand two age groups, 25 to 45 years and 45

to 65 years. We restrict the discussion to the4Zbage group. Among native Dutch people in this age
group, there are 1®enefit recipients per 100 working peopl¢can be seen that the number of ben-

efit recipients amondpbour immigrantandWesternstudyimmigrantsis more favourable (i.e. lower)

than among natives aged 25 to 45. For all other groups, the support ratio is less favourable (i.e. higher)
than for natives. The most unfavourable is the support ratio for-Wstern asylum immigranisvith
217benefit recipientger 100 working peopléNote that for all motives the nchVestern support ratio

is much less favourable than the Western oRmmally, for eale combination of motive and origin, the
support ratio for 45 to 65/earolds is less favourable than for 25 to-y€arolds.

Table8.3 Number of benefit recipients per 100 working people (support ratio), by immigration motive and region
of origin, for firstgeneration immigrants and native Dutch people, for the ages 24btand 45 t065, 2016
Source: Our own calculation based on Statistics Netherlands microdata.

Western NonWestern Total
Support ratio N Support ratio N Support ratio N

Dutch natives

25 to 45 year 10 2.819.076

45 to 65 year 19 3.488.956
Labour

25to 45 year 6 122.422 7 27.433 6  149.855

45 to 65 year 16 39.899 34 11.752 19 51.651
Study

25 to 45 year 7 17.764 14 20.159 11 37.923

45 to 65 year 21 1.738 42 4.815 36 6.553
Asylum

25 to 45 year 37 3.541 217 44.367 189 47.908

45 to 65 year 111 3.298 267 19.880 232 23.178
Family

25 to 45 year 12 38.477 41 112.991 33 151.468

45 to 65 year 28 18.970 72 46.046 56 65.016
Other

25 to 45 year 14 26.155 45 18.270 25 44.425

45 to 65 year 47 12.956 117 10.699 72 23.655
Total

25 to 45 year 9 208.359 49  223.220 26 431.579

45 to 65 year 26 76.861 89 93.192 54  170.053

Figure8.7 provides an overview of the support ratio broken down into 42 regions of oaigihtwo

age groups, 25 to 45 years and 45 to 65 yedrs.limit the discussion again to the group 25 to 45
years, the light blue bars in the figure. This concerns y@aagle for whom work incapacity and the

like normally play a small rol@he support ratio for native Dutch people 8 ienefit recipients per

100 working people-or immigrants from Scandinavia, EFTA, France, the GIPS countries and the Anglo
Saxon countries, support ratios are generally low: there are relatively few benefit recipients per 100
people in work.
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[ Support ratio 45 to 65 years m Support ratio 25 to 45 years

Horn of Africa and Sudani i m2sa
Afghanistan, Iran, Syria and Ira@gozy 1 175
Arabian Peninsula, Jordan and LebandA@ 70y | 118
Central Africa [II69Y | 86
Morocco IS7Y ] 115
West Africa 490 48
North Africa (excl. Morocco) 46l | 83
Caribbean J46Y | 88
Aruba and (former) Netherlands AntilleSII450 | 64
Turkey WGBN ] 99
East Africa 851 33
Pakistan J820 | 92
Suriname 280 | 50

Former Yugoslavia and Albania®28] | 72
Former Soviet Union (excluding Baltic state§i§ | 77

Central America and South America Othéfld | 40
Thailand, Indochina and Myanmaf@3 | 35
Brazil, Argentina, Paraguay, Uruguay and Chiléad2] 23
Germany and Austriaf11] 23
Israel 31

Portugal 10 | 29
The Netherlands 10 19

Indian subcontinent excl. PakistafL0 | 45
| dzy 3 NBX /1 SOK wSLldz ffaod 24 {t 2@ {AlLY {ft28SyAl | yRX
Poland and the Baltic statesi® | 24
Bulgaria and Romanial® | 24
Indonesia 9| 32
Belgium and Luxemburgi® | 22
Philippines, Malaysia, Brunei and East Tim@B | 20
Southern Africa B8] 19
China, Mongolia and North Koredg | 24
UK and Ireland 17
Greece and Cyprusiié__| 27
EFTA, dwarf states and crown dependencigg 14
France [I6] 16
Spain 24
North America 5 13
Italy and Malta 21
Denmark, Sweden and Finland 5 14
South Korea, Taiwan, Hong Kong and Singap@® | 22
Oceania [4] 16
Japan []1 5
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Support ratio (benefit recipients per 100 working peo
iExcl. Slovenié and Kroatié. 2Incl. Frans Guyana PP ( P P g peop

Figure8.7 Number of benefit recipients per 100 working people (support ratio), by region of origin, fgefirst
eration immigrants and native Dutch people, for the age geR2pto 45 yearsand 45 to 65 yearsSource: Our
own calculation based on Statistics Netherlands microdata.
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For the other Western countries of origin, support ratios are usually comparable to those for the native
Dutch population. Exceptiorssethe European asylum origin regions of the former Yugoslavia and the
former Soviet Unior{roughly 20 benefit recipients per 10@orking peoplgé. Among noAVestern

origin regions, Japan and the Asian Tigers stand out due to very low support ratios. For immigrants
from Israel, South Africa, Latin America and South, East and Southeast Asia, support ratios are some-
what lower or higher than for nates.

For Suriname, Aruba and the (former) Antilles, the Caribbean and most countries in Africa and the
Middle Eastthere are 30 to 60 benefit recipients per 100 winidg personsFor immigrants from Cen-

tral Africa, the Arabian Peninsula, Jordan and Lebanon, there are around 70 benefit recipients per 100
working personsAmong immigrants from the main asylum origin region in Asidghanistan, Iran,

Syria and Irag the number of benefit recipients per 100 working people@3.1Thus, for that region,

in the 2545 age groupthere are more people receiving benefits than people workitgwever, the

Horn of Africa and Sudan regigivhere many asylum immigrants also come frogomes out on top

with 254 benefit recipients per 100 workers. For these immigrants, the support ratio is &5dumhes

higher than for native Dutch peoplAs mentioned, only the 285 age group is discussed here. For the
age group 455 years, the support ratio is almost always more unfavourable (higher).

8.6 Unemployment

The Dutch unemployment scheme is a collective insurance against unemployment to which employees
and employers are obliged to contribute through the unemployment premiums. In principle, the un-
employment benefits are financed from these premiums. This segtiesents the net contribution to

the unemployment scheme, which consists of unemployment benefits received minus unemployment
premiums paid. The premiums paid by the employer are allocated to the employees because they
create the added value with theiravk from which the employer can pay the employer's share of the
premium. This does not apply to unemployment insurance contributions paid for benefit recipients by
a benefits agency which are therefore not deducted from the unemployment benefit received.

)
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Figure8.8 Unemployment premiums minus unemployment benefits received, excluding contributions paid by the
benefits agency, for firggeneration immigrants and their children, accounting for immigration behaviour and
number of children, discounted to 2016, based atadrom 2016. Sourc&®wn calculation based o8BS data.
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Figure8.8 shows the total amount of unemployment premiums paid minus the amounts received in
unemployment benefits. With a view to readability, the colour scheme has been deviated from: not
the usual yellow tones, but green tones are equal to the contribution efrtative Dutch reference,

g KAOK O2y i NR'andei t6 dneneplayonZnt premiums than he receives in unemployment
0SYSFTAlad ¢KS Y2dzyld éempZnnntd Aa fIFNASNI 2yf e
the other regions of origin make a smaller contribution. Immigrants from countries siwestsAfrica,

the Horn of Africa and Sudan, Pakistan, Suriname, Aruba and the (former) Antilles and Indonesia con-
tribute relatively little to the unemployment fund. Immigrants from the Caribbean and Poland make
the lowest contribution.
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Figure8.9. Age profilé® for the balance of unemployment premiums minus unemployment benefits received,
excluding contributions paid by the benefits agency, for native Dutch people argkfiestation immigrants from

a number of regions of origin, discounted to 2016, based ¢& flam 2016. Source: Our own calculation based
on Statistics Netherlands microdata.

Figure8.9 shows age profiles for the native Dutch population and for Western;\Western and Polish
first-generation immigrants for the balance of payments of unemployment premiums minus receipts
of unemployment benefits. The average native Dutch person showsitiygobalance until approxi-
mately 55 years of age, after which the costs of unemployment benefits will exceed the benefits of
unemployment premiums. This point is reached around age 50 for Western immigrants and around
age 45 for noAWestern immigrants. Ae line of Western immigrants is close to that of AMestern
immigrants, both well below the line for thieypotheticalimmigrants with the characteristics of the
average native Dutch person. The contrast with Polish immigrants is great: almost allrdivéi

21 The amounts are quite high because the premiums in the reference year 2016 significantly exceeded the
benefits and the development from 2016 is based on assumptions made by the CPB in which the growth of the
premiums exceeds the growth of the benefits fwme time, so that the balancerfemploymentpremiums

minus unemployment benefits), grows quite strongly over this period, resulting in a positive balance for all
groups. See the Technical Appendix for more information.

292 Averages per fouyear age group. For the sake of readability, the age groups that are irrelevant for unem-
ployment benefits have been combined tel8 years and 689 years.
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unemployment benefits received exceed the contributions to unemployment premiums. This is no co-
incidence, because during the reference year of this study (2016) there was talk of¢héezbPolish
unemployment benefit fraud®

8.7 Disability

In the case of disability, just like with unemployment, there is a fund that is filled with employer and
employee premiums. The employer's premiums are also allocated to the employees, because with
their work they create the added value from which the eoyar can pay the employer's share. Here
too, disability premiums paid by benefits agencies are not taken into account.

Figure8.10 shows the net contributiorg paid disability premiums minus received disability benefits

and sickness benefitsfor collective disability insurance. Reference natigéypotheticalimmigrants

with the characteristics of the average native Dutchpersbd- @ e my Snnn Y2 NB Ay LINEB®
life coursethan they receiveShades of yellow are shownhilgure8.10 for net contributions close to

0KS NBFTSNBYyOS GFftdzS 2F emyInnnd® DNBSya FyR of dzSa
reds represent lower net contributiondn eight of the 41 regions, the contribution to disability is

greater than that of the native Dutch population. This mainly concerns Japan, China and the Asian
tigers (South Korea, Taiwan, Hong Kong and Singapore), Scandinavia, France and Switzerland. Immi-
AN yGa FNRY {2dziKSNY ! FNAOI O2y(iNRo6dziS GKS Yzai
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Figure8.10 Disability premiums minus benefits received for Disability and Sickness Benefits Act, excluding premi-
ums paid by the benefits agency, for figetneration immigrants and their children, accounting for immigration
behaviour and number of children, discowht® 2016, based on data from 2016. Source: Our own calculation
based on Statistics Netherlands StatLine and Statistics Netherlands microdata.

293 See, amog others https://www.tweedekamer.nl/kamerstukken/plenaire_verslagen/ka-
mer_in_het_kort/debatover-uitkeringsfraudedoor-poolse retrieved 169-2020 and the House of Representa-
tives (2018).Misbruik en oneigenlijk gebruik op het gebied van belastingen, sociale zekerheid en subsidies
w9 y 3 Ablsk BEnd midUse of taxes, social security and subQi@ietter from the Minister of Social Affairs and
Employment. Debates of the House of Representatives, sessionZZB8 17 050, . 545.
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A number of regions stand out in terms of a high negative contribution to collective disability insur-
ance, or in other words, a very high use of disability benefits. Immigrants from the former Yugoslavia
(emoZnnnd YR (KS-ebvipNIplaoneadEagbOrteyi onNids disaliliyy scheme. For

immigrants from Morocco, this amount is even higheratn o Znnns o6dzi AYYAINI yia

thecakewithe ncZnnnod

In Figure8.11, age profiles have been drawn up for people with a Dutch background and a Western,
non-Western and Turkish firgieneration immigration background. It can be seen that native Dutch
people and Western immigrants up to approximately 55 years of age maksitasp contribution to

the disability funds each year. After that, the reliance on the benefit will on average exceed the con-
tribution to premiums. For noiWestern immigrants, the turning point is just above the age of 40. For
immigrants from Turkey, onvarage, from the age of about 33, they make a greater use of disability
insurance than they contribute to it in the form of premiums. Around the age of 60, Turkish immigrants
2y I @SN 3IS NBOSAGS F062dzi etInnn® l-generativhbishnidl o f S
grants.
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Figure8.11 Age profil&® for the balance of disability premiums minus benefits received for the Disability and
Sickness Benefits Act, excluding premiums paid by the benefits agency, for native Dutch peoplegane farst

tion immigrants from several regions of origin, 2016. Seu@ur own calculation based on Statistics Netherlands
microdata.

This extraordinarily high consumption of disability benefits by Turkish immigrants is not digectly
though possibly indirecth® ¢ attributable to the fact that guest workers were massively laid off under

294 Averages per fouyear age group. For the sake of readability, the age groups irrelevant ttighkilityinsur-

ance have been combined up tel® years and 689 years.

295 A direct effect is virtually impossible. It is true that in the 1980s there was a high use of disability benefits
among Turks and Moroccans, but those benefit recipients had already reached the state pension age in the ref-
erence year of the current study (2016}less they were younger than 30 at the time. There may be an indirect
effect, in the sense that the high use of disability benefits in these population groups has lowered the threshold
for opting (rightly or wrongly) for disability benefits, so that latehorts also used this exit route relatively often.
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the Disability Benefits AQWWAO,now calledWIA) especially in the 1980s, because even among those

in their thirties and forties, the consumption of disability insurance is very high and the reference year
for the data shown is 2016. It is worth investigating whether there really is such a big diféeiren

work capacity between the different groups and what diseases, disabilities or other causes have cre-
ated such a situation. The discoverylarfgescale abuse such as in the case of the Polish unemploy-
ment benefit fraud (see §8.6) is imminent hereséems that the Netherlands not only has an accessi-
ble, but also an exceptionally abufi@éndly welfare state.

People with an immigration background in Morocco, North Africa, the former Yugoslavia, Surinam,
Poland and the Baltic States also have a relatively high dependency on disability benefits, especially
among older firsigeneration immigrants. In general, thise is much lower for the second generation,

but the opposite is true for immigrants from the region of Poland and the Baltic States and only the
older second generation is overrepresented (5égure8.12).
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25-44 jaar

Poland and Baltic States
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Figure8.12 Share of recipients of benefits for iliness or disability as a percentage of the relevant population group,
broken down by immigration background and age. Our own calculation based on Statistics Netherlands micro-
data.

8.8 Social assistance

The use of social assistance up to the age of 65 is shofigune8.13. The social assistance benefit

Of FAYSR 08 GKS ylIGA@GS 5dziOK NBEFSNBYOS Rdz2NGy3I KAaA
Japan, the Angl&axon countries, Scandinavia, France and Switzeglttrelclaim on the assistance is

at or below thereference valueofe TS nnnd® az2aid 02GKSNDL 2SaidSNy O02dz
number of regions in East Asia occupy a middle position. Immigrants from the rest of Africa, the Middle

East, Turkey, Morocco, the former Soviet Union, the former Yugosladithe Caribbean make a sig-
YAFTAOIYG OfFAY 2y FaaraidlyOSs gKAOK OFy FY2dzyd
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It is striking that regions where many asylum immigrants come from score relatively poorly compared

to surrounding regions. Among European immigrants, people from the former Yugoskaviagd = n n n 0

and the former Soviet Unioné p p = nnn 0 I LIkitadce BrandlatvelyOarge amoling With

regard to origin in Asia, this is the case for the region of Afghanistan, Iran, Syria andIlmagi(n Znnn o X
which is an important region of origin for asylum immigrants. The largest amount of social assistance
(emcpZnnnd A& OfFAYSR 6@ AYYAINI Y jalso anNdpdftani KS | 21
area ofasylum origin.

The high social assistance dependency of asylum immigrants is no coincidence; asylum immigrants
often start their residence as status holder as a social assistance dependent and many remain in that
position even after 10 or 15 years of residence. The exttewhich asylum immigrants are dependent

and often remain so for a long time is showrFigure8.14, which shows age profiles for the income

from social assistance for native Dutch people and some groups eféingtration immigrants. For
YIEGABS 5dzi 0K LIS2LX S5 GKS FY2dzyld A& | YFEAYdzy 2°F
immigrants, it startdow, but steadily climbs to over $1,000 per person per year.

g
&

€0

FigureB8.13 Total social assistance receipts for figetneration immigrants and their children, accounting for im-
migration behaviour and number of children, discounted to 2016, based on data from 2016. Source: Our own
calculation based on Statistics Netherlands IStat and Statistics Netherlands microdata.

-€ 170.000

Fornor® SAGSNY AYYAINIyGa AG Aa FNRdzyR enZIpnn LISN L
dzaS 2F &a20Alft FaaAradalyoOS o0SyST¥AadGa TFT2NJAYYAINI yi3
ey>nnn LISNJ LISNAR2Y LISNJ ati8e DNEh people. Bok teSMghaNigaN,Branfi K |y
{&8NAF FYR LN} NBIA2YS (KS FY2dyiia Ay@2f 6SR | NB
a large part of their life. That is also relatively high.

Figure8.14 reveals something else with regard to (asylum) immigrants. A significant number of them
have not built up enough state pension rights and remain dependent on social assistance even after
the state pension age. This can be seen in the higher consumptimtial assistance in the retirement

age. This must be taken into account when determining the use of the state pension scheme.
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Figure8.14 Age profilé®*¢for social assistance, excluding premiums paid by the benefits agency, for some regions
of origin, 2016. Source: Our own calculation based on Statistics Netherlands StatLine and Statistics Netherlands
microdata.
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Figure8.15 Total receipts from other benefits and social provisiamsudingthe Income Provision for Older and

Partly Disabled Unemployed Employees (IOAW), the Income Provision for Older and Partly Disabled Fearmerly Self
Employed Persons (IOA#e Assistance for the S&mployed (BBZdhe Invalidity Benefit Scheme for Young
Disabled Persons Act (Wajong), the Surviving Dependants Benefit,(ANVédundancy pay scheme (wachtgel-
dregeling and the var andresistance pensigffior first-generation immigrants and their children, accounting for
immigration behaviour and number of children, discounted to 2016, based on data from 2016. Source: Our own
calculation based on Statistics Netherlands StatLine and Statistics Netherlemodata.

-€70.000

2% Averages per eightear age group (up to 80 years) and for the age group838and 9699. For the sake of
readability, the youngest age group irrelevant for sos&durityhas been combined up to-15 years.
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8.9 Other social security arrangements

In this section the total burden on a number of social security arrangements is given, each of which is
often somewhat smaller in terms of costs and partly also less known to the general public. This includes
a number of schemes for older employees and setfemployed, namely the Income Provision for
Older and Partly Disabled Unemployed Employees (IOAW), the Income Provision for Older and Partly
Disabled Formerly Sefmployed Persons (IOAZ) and the Assistance for th&®glioyed (BBZ). The

war and restance pension also falls into this category. Finally, the Invalidity Benefit Scheme for Young
Disabled Persons Act (Wajong), the Surviving Dependants Benefit (ANW) and the redundancy pay
scheme achtgeldregelinare also included in this category.

G FLIWINRPEAYFGStEEe e€eopZnnn: GKS OflAY 2y GKAaAa O2f 1
with the characteristics of the average native Dutch person is slightly below the middle of the range
that lies betweene T n = n AenH & 3/ /RN n ®of tegiofisla¥odighshow a claim on these benefits

SEOSSRAY3 (G(KAA ecopZInnn SaLISOAlLffe Ay ' FNROIZ
sources is actually low for most Western countries of origin and for East and South Asia.

8.10 State pension

Just like unemployment and the disability schemes, the state pension is a benefit to which a premium
can be linked directly. That is why a profile for the net contribution can be determined specifically for
the state pension. With regard to the state pesrsi many immigrants have not built up full coverage.

For complete coverage, 50 years of residence from the ad® afe required. That is why for many
older immigrants the pension is supplemented from social assistance: the supplementary income pro-
visionfor the elderly (AlO). For that reason, social assistance has also been included for ages over 65.

A r"“‘. &

m €2.000 ‘@
’

-€40.000

Figure8.16 Balance of state pension contributions minus pension benefits received and social assistance benefits
received from the age of 65 for firgeneration immigrants and their children, accounting for immigration be-
haviour and number of children, discounte®@1 6, based on data from 2016. Source: Our own calculation based

on Statistics Netherlands StatLine and Statistics Netherlands microdata.
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The results are shown Figure8.16. The value for the Netherlands (yellow) is filled in with the value

for the native Dutch reference the hypotheticalimmigrant with the characteristics of the average
native Dutch person. It can be seen that for none of the origin groups the state pension premium
payments cover the reliance on the state pension and supplementary social assistance. Apart from
immigration, this is not so surprising because in the reference year 2016 the macro amount for the
state pension benefit amounted to 36 billion euftsthus far exceeding the macro amoéffitor the

state pension premiums of 22 billion euros. There are, however, clear differences by region of origin,
with lower amounts for, among others, North America, Oceania, Israel, South Africa, Japan and some
European countries.
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Figure8.17 Healthcare costs in the context of compulsory insurance under the Health Insurance Act (ZFW) for
first-generation immigrants by origin and age. Source: Our own calculation based on Statistics Netherlands Stat-
Line and Statistics Netherlands microdata.

8.11 Healthcare

This section discusses the costs and benefits of healthcare. Schematically presented, Dutch healthcare
consists of two main parts, one aimedaire (medical treatment) and one aimed atre Thecure

part is regulated in the Health Insurance Act (Zvw), which obliges every resident to take out (basic)
health insurance. About half (21 billion euros) of healthcare expenses covered by the Zvw (41 billion
euro$®) are covered by incoméependant Zvw contributions from the selmployed, employees
(deducted from wages), employers and benefit agencies. Roughly the other half is financed from the
premiums that citizens themselves have to pay to the health insureb{lli®n euros) and the de-
ducted personal contributions due to the deductible (3 billion euros). Because of the healthcare allow-
ance (4 billion euros), payments to the health insurer are also de facto independent. Thecare

part includes theYouth Act Jewgdwet), the Longterm Care Act (Wlzand the Social Support Act

297The costs of assistance for persons wittiramigration background of 65 years or older are added to this.
2% Based on Statistics Netherlands microdata.
29 All amounts mentioned in this paragraph relate to 2016.
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(Wmo), which have jointly replaced the Exceptional Medical Expenses Act (AWBZ). Here, gitizens'
also incomedependantc AWBZ premiunt®form an important source of financing (14 billion euros).

In the rest of this section, we first discuss the costs fordhee part of healthcare: the compulsory
health insurance under the Health Insurance Act (ZWigure8.17 shows the healthcare costs for
native Dutch people and firggeneration immigrants, broken down by origin and age. This only con-
cerns the costs under the compulsory health insurance under the Zvw, after deduction of the personal
contributions due to the dductible.

First of all, it is noticeable that the costs increase sharply with age. It is also striking that the costs for
0-yearolds are much higher for the native Dutch people: fgsheration immigrants are by definition

born abroad, so that there are no costs for birth care. In addition, there are considerable differences
between the origin groups. Western immigrants hdkie lowest costs for most ages. Ndtestern
immigrants, on the other hand, have the highest costs for most ages. Native Dutch people are in be-
tween. For people in their eighties, the difference between the groups even amounts to approximately
eHZnnn LISNJ &SI N

.y
A QNE
X

-€15.000

Figure8.18Balance of the premiums under the Letagm Care Act (AWBZ/WIz) and the premiums and deductible
contributions under the compulsory basic insurance under the Health Insurance Act (Zvw) minus the total
healthcare costs, for firggeneration immigrants and #ir children, accounting for immigration behaviour and
number of children, discounted to 2016, based on data from 2016. Source: Our own calculation based on Statistics
Netherlands StatLine and Statistics Netherlands microdata.

-€150.000

Finally, we discuss the total net contribution of residents to healthcare cbgjare8.18 shows the
balance of all healthcare costs, i.e., the costs covered by the compulsory basic insurance minus Zvw
premiums and deductible contributions (treirepart) and the costs for lonterm caré® minus the

AWBZ premiums (thearepart).

300 Statistics Netherlands still uses the term AWBZ premiums in its internal documentation and that term has
been used in the current report.
30IThe age profile for the healthcare costs for tarepart is derived from the CPB, see the Technical Appendix.
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The benchmark value (the shades of yellow) is again taken as the amount for the native Dutch refer-

ence (approximatelfe ooXnnno® . SOFdzaS GKS adzy 2F KSIFftGKOI!
healthcare benefits received by individuals (65 + 4 = 6@miuros®) is smaller than the sum of all

premiums and personal contributions (19 + 21 + 3 + 14 = 57 billion euros), there are no groups that
contribute more for healthcare than they receive.

Healthcare costs are relatively low for the An§laxon countries, Japan, France, Sweden, Denmark

and Finland. For many other European countries, but also for example for Southern Africa and the
Asian tigers South Korea, Taiwan, Hong Kong and Singaperég#ithcare costs are around the
benchmarkvalueofe ooXZnnnd® LYy [6&a2ftdziS GSN¥Yaz KSIf dKOFNB
Middle East and large parts of Africa, especially Morocco, Turkey and the amytjimregions of Af-
ghanistan, Iran, &g and Syria and Sudan and the Horn of Africa. Because both healthcare premiums
and healthcare allowance are incordependant, the large differences in income by immigration back-
ground (88.13) are reflected in the net contributions to healthcare.

8.12 Security

With regard to security, which relates, among other things, to the prevention, detection and punish-
ment of crimeg there are clear differences according to immigration background. The starting point
for the calculation is Statistics Netherlands StatLiagt®for the number of crime suspects by immi-
gration background, whether or not in combination with education [&eln addition, based on Sta-
tistics Netherlands customized tab% the extent to which groups differ when it comes to the various
phases in the criminal justice chain, such as actual prosecution, conviction and enforcement of sen-
tences, in particular the imposition of (expensive) prison sentefitesas also taken into account.

This reinforces the already significant differences in the number of suspects. As with the other items,
the costs for the first and second generation are aggregated. For most cost items, the costs are not too
bad for one of he two generations for various reasoité Because relatively young people in particu-
lar* exhibit delinquent behaviour, the security codty contrastare significanfor both thepredom-

inantly youngfirst®® and seconé®generations

302 All amounts mentioned in this paragraph relate to 2016.

303 gtatistics Netherlands StatLingerdachten; geslacht, leeftijd, migratieachtergrond en generatitsieved 15
12-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/81959NED/table?dI=3CFB2

304 Statistics Netherlands StatLinéerdachte jongeren; geslacht, herkomst, opleiding en recidive -2004 re-

trieved 1512-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/81978NED/table?dI=3C860

305 Statistics Netherlandsustomizd table, Migratieachtergrond personen in de strafrechtketeetrieved 15
12-2020 from:

https://www.cbs.nl/-/media/_excel/2019/10/migratieachtergrongersonenin-de-strafrechtketen.xIsx

306 For more explanation see the Technical Appendix and further the Statistics Netherlands article K#019),
gratieachtergrond van personen in de strafrechtketetrieved 1512-2020 from:
https://www.cbs.nl/nl-nl/maatwerk/2019/10/migratieachtergronéran-personenin-de-strafrechtketen

307For example: education doésrdlyapply to the first generation, and stapensionis not of great importance

to the second generatigrdue tothe discounting, because it is far in the future.

308 Statistics Netherlands StatLingerdachten; geslacht, leeftijd, migratieachtergrond en geneyatigieved 15
12-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/81959NED/table?d|I=4BD8C

309 The costs of crime are particularly high for the age groups 18 to 25 years, 12 to 18 years and 25 to 45 years
and the entry age (age at the time of immigration) of more than a quarter of the first generation falls into the
category aged 18 to 25 and neaHalf of immigrantsare aged 25 to 45.

310For the second generation, the diminishing effect of discounting due to the relatively low ages is much smaller
than, for example, is the case with healthcarepensioncosts.
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Figure8.19 Security costs, in particular for crime, based on the number of suspects per 10,000 inhabitants,
weighted costs differ between the phases in the criminal justice chain (detection, prosecution, trial, enforcement
with or without imprisonment) and includirtge costs of supporting victims, suspects and perpetrators, for first
generation immigrants and their children, accounting for immigration behaviour and number of children, dis-
counted to 2016, based on data from 2016. Source: Our own calculation baSgatistics Netherlands StatLine

and Statistics Netherlands microdata.

A total of 10 billion euros has been allocated to security for all residents of the Netherlands. However,

that money is very unevenly distributed across the different immigration backgrounds. In 2016, about

half of the macro amount went to native Dutch gade and the other half to first and secomgnera-

tion immigrants®!! Figure8.19 shows that there are major differences between regions of origin. For
immigrants from, for example, Scandinavia, the Af§gxon countries, Indonesia and East Asia, crime

and the associated costs are low. On the other hand, the costs are highest fordd@mod Aruba and

GKS O0F2NX¥SND !'yiaAattSazr G Fo2dzi emnnZnnan LISNI LISN
Caribbean, Suriname, Turkey, the Middle East and large parts of Africa. Due to the large group differ-
ences, security just like sociahssistance, for exampleis an item that appears fairly modest in the

national budget, but which can nevertheless involve large sums over the life course.

8.13 Public goods, taxes aniticome
This section discusses the last cost item that has not yet been discussed, namely public goods. Further-
more, government revenues from taxes and flax resources are discussed.

Public goods are the largest itemRigure8.1 with 94 billion euros. This includes public administration,
dike monitoring and defence. Development aid and government investments in buildings and infra-
structure are also included in this item. In addition, a few remaining items, such as the costs-for f
damental research, have been grouped under this heading.

Expenditures on public goods, by their nature, cannot directly be attributed to individual citizens. In
the international literature three methods are distinguishedgnoring public goods, allocating

311 The relatively young population structure for immigrants does play a role here, howthigis largely cor-
rected by the generational accounting method used
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expenditures equally among citizens, or allocating them in proportion to personal inddmese ap-
proaches neglect the distinction between the allocation of benefits and the allocation of%¢6%ts.
assess benefits from government expenditures, one cannot ignore public goods; one may assume that
benefits are equal for every citizen or vary in proportion to their personal or household income.

We are interested in the relati@hipbetween expenditures and population sizgnemayassume that
necessary expenditures are unrelated to population size because public goods aigatdny defini-

tion: once the seawall i place 100,000 peoplecan safely live behind it, butd00,000 peoplecan

also. We opt for sharing the expenditures equally amargbitants, i.e coss areproportional to
population size. The seawall protecting an entire country is an exceptional example. A larger popula-
tion needs more protected land for housing, mateeetlights more civil servants for public services
with higher capacity, more defence, more environmental protection, more or larger courts of justice,
etc. In the absence of extensive empirical research on the cost function of gololits,we assume
costs to be proportionab population sizewhich in our view is a much better approackathassuming

that the expenditures on public goods will always remain the same regardless of populatidrosize.
supporting evidence, sekrieger and Meierrieks (201} For a more extensivgustification of our
choice for a proportional relationship between public expenditures and population siz&sseand

§2.5 of the Technical Appendix

For a relatively small part of the item public goods, a distinction is made betgmeips In the first

place, of course, security (see 88.12) which includes the police and the judiciary. In addition, there are
Wtart-up cost®costs for the issuance of residence permits by the Immigration and Naatiati Ser-

vice (IND), costs for the reception of asylum seekers (for the most part the Central Agency for the
Reception of Asylum Seekers, COA) and costs related to donations anelcoerrable loans for the
integration process allocated pro rata to fiugeneration immigrants.

~~ s

LI NI FNBY aSOdz2NRGe AR Qi2KaSh & 2 B2y SR/AIEA RAYYSARI A4yl | AN
groups in the allocation of the remaining costs for public goods. That is not to say that there are no
group differences. Groups differ in terms of proldap of remigration and average length of stay.
Items that vary little or not at all between groups are mainly related to the length of stay. For example,
the longer an immigrant stays in the Netherlands, the more income from VAT and more costs for dike
monitoring are attributed to him or her. There are large differences in length of stay and net contribu-
tion between, for example, asylum immigrants (who often stay long term and often have large nega-
tive net contributions) and labour immigrants (who oftaaysshort term and often have large positive

net contributions). This makes it difficult to interpret data on net use of public goods and total taxes
paid in isolation. That is why these items have been summed up to one residual item, which strongly
reduces the effect of length of stay.

This section further discusses government revenues. The premiums for state pensions, unemploy-
ment, healthcare and disability/sickness benefits are not taken into account in this section because
they have already been discussed under the relevant experaditeims (see @, 83.7, 88.10and 8.11).

As far as government revenue from taxes and other sources is concerned, this mainly consists of four
major items, which are discussed one by one below [sgare8.1).

3121n an earlier version of thieeport, we ignored the distinction ourselves. We thank Jan Willem Gunning for
calling ugo order.
313Krieger, T. & D. Meierrieks (2019)
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Figure8.20 Total of taxes on income and wealth, indirect taxes on persons arnthmoesources of the central
government, less the costs of public goods, for-fiesteration immigrants and their children, accounting for
immigration behaviour and number of childrediscounted to 2016, based on data from 2016. Source: Our own
calculation based on Statistics Netherlands StatLine and Statistics Netherlands microdata.

An important source of revenue for the government is the on incomeamounting to 57 billion euros

in 2016. In the current study, this amount has been calculated per group on the basis of Statistics
Netherlands microdatdndirect taxe®n individuals; which include VAT, for exampdeare the largest
source of income with 68 billion euros. The calculation of indirect taxes in the current report is based
on estimates made by Statistics Netherlands of the amounts paid per household@satead to indi-
viduals on the basis of microdata. In addition, there weslth-related taxeswhich include dividend

and corporation tax. These taxes are largely related to (pension) assets in the form of shares and the
like and to a lesser extent to direct shareholding in companies and amount to 38 billion euros. Finally,
in Figure8.1, there is a residual iter@ther government revenuef 45 billion euros. This residual item
contains the other tax resources and other government revenue, such as, for example, the proceeds
from land sales. Following the CPB, in the current sthdysame amounts arased for all persons
regardless of immigration background, generation, immigration motive and thé'fike.

The total of all listed taxes, less the costs for public goods, is shofigune8.20 for the 42 origin

groups. The benchmark value (the shades of yellow) is again the amount for the native Dutch refer-

ence, thehypotheticalimmigrant with the characteristics of a native Dutch person, i.e., a positive

' Y2dzyi 2F ewnopZnnn 2SN GKS fAFS O2dz2NAS® ¢KAa |
cost items discussed above. It can be seen that only in a dozen countriesgamds do immigrants

perform better than the reference native: Scandinavia, France and Switzerland, the@aglo coun-

tries, Southern Africa, Israel and Japan.

The costs for public goods offer little in way of an explanation for the differences, as stated above,
because they are largely assumed to be the same for everyone. The most important effect (besides
the aforementioned length of stay) is the attribution b@neficiaries of the substantial costs for the

814 See further the Technical Appendix.
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reception and integration of asylum seekers. This mainly concerns regions where a relatively large
number of asylum immigrants come from, such as the Horn of Africa and parts of the Middle East.

Contributions, direct and indirect taxes and gross incorg,@00)
by income decile
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Figure8.21 Taxes and premiums paid by income decile for the entire populatioounts in eura Source: Our
own calculation based on Statistics Netherlands Stafifé®

The major differences are mainly on the income side. With regard to taxes and premiums, it should

first be noted that these are highly incortiependent; the more one earns, the more one pdsigure

8.21 shows this relationship between income (per decile, or 10% income group) and payments of taxes

and premiums for the entire Dutch population. The 10% of households that earn the least (the first
AyO02YS RSOAf SO LI & | LILINE E A wrad &ihudl basip The 10% whoyarrii I E S &
0KS Y2ad o0dGKS GSyGK AyO02YS RSOAfSO Lk & Ffyzad ed

Income is therefore very decisive for the payments of taxes and premiums. Due to the importance of
income,Figure8.22 shows personal’ primary incomé'® (PPI1¥° The PPI is the income that a person

acquires from his own work, business or capital. The average PPI of the native Dutch population is
AIAPSY a I NBFSNBYyOS @I tdsS oeStt2¢ akKlRSao o6 LILIN

For a limited number of regions of origirthe AngleSaxon and Scandinavian countries, France, Swit-
zerland, Southern Africa, Japan and Is@éist-generation immigrants from those regions have on
average a higher income than native Dutch people. lata#r regions, the average personal primary

315 Statistics Netherlands StatLindirecte belastingen en bestedingen; kenmerken part huishoudens; 2006
2013 retrieved 1512-2020 from: https://opendata.cbs.nl/statline/#/CBS/nl/dataset/81290ned/ta-
ble?dI=4BDBE

316 Statistics Netherlands StatLir@amenstelling inkomen; particuliere huishoudens, kenmerken -2004 re-
trieved 1512-2020 from:https://opendata.cbs.nl/statline/#/CBS/nl/dataset/70991ned/table?d|=4BDC8

817 Statistics Netherlands Begrippen retrieved 30612-2020 from: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen?tab=p#id=persooniijkkomen

818 Statistics Netherlands Begrippen retrieved 3012-2020 from: https://www.cbs.nl/nl-nl/onze-
diensten/methoden/begrippen?tab=p#id=primaimkomen

319The unweighted average of the PPI for the working ages, 16 to 68 years, was used.
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income is lower than that of the native Dutch population. Immigrants from asylum areas in Asia (Af-
ghanistan, Iran, Syria and Iraq) and the Horn of Africa and Sudan have the lowest incomes. The PPI of
first-generation immigrants from Pakistan, Turkey, MamcCentral Africa and the Caribbean is also
t2¢ 02y | @SN} 3IS tSaa GKIY emMpZInnnod

] € 48.000

€ 33.000

I €7.000

Figure8.22 Average personal primary income of figgtneration immigrants, aged 16 to 68, adjusted for age
structure, by region of origin, 2016. Source: Our own calculation based on Statistics Netherlands microdata.

Differences in income have a significant effect on the net contribution. For tiEadaivision of re-
I3A2ya 2F 2NARAIAY O6YAydA GKS bSGKSNIFYRAOE | emMZns
the first generation is associated with an approxi®dte& e mnXInnn KA PRSNI ySi 02y

The fact that income is so decisive for the net contribution is an important observation that is relevant

to policy.This means that migration of unskilled and iskilled workers usually entails high net costs

for the treasury. When labour migration is accompanied by family migration, this further increases
thesecostst KS y20A2y WAG gAtft o0S FAyYyS a f2y3 a GKS
net contribution perspective. The immigration of guest workers and more recently the labour immi-
gration of lowskilled immigrants from Central and Eastern Europe shows that labour particigation
however useful for integration and the likedoes not automatically mean that there will be a positive

net contribution.

Finally, Table8.4 shows (in that orderjhe total net contribution and its breakdown into the items
Education, Youth, Housing benefit, Unemployment, Disability, Social assistance, Other social security,
State pension, Healthcare, Security dhdresidual item consisting of Taxes minus Public géads*

and 29 generationimmigrants as well as the Personal Primary Income (PPI) forftgederation. This

is the underlying data for the world maps shown in this chapter.

320 Average personal primary income, for the ages 16 to 68, adjusted for age structure.
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Table8.4 Net contribution total andbroken down into suftems, 1tand 293 Sy SNI> G A 2y

2 cy @SIFENBZI |

lj

M C

SySNI GA2ys:

Personal Primary Income (PPRF 3
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9 Educationand Citoas explanation for group differences in net contribution
By Jan van de Bee§9.14 by Jan van de Be@errit Kreffetand Joop Hartog

9.1 Introduction

The analysis of the net contribution of people by region of origin and immigration motive given in
Chapters 4, 5 and 6 reveals large group differences. Chapter 8 discusses varibemssiimm which

the differences between groups can be further explain@étlis chapter takes that analysis one step
further and looks at two important underlying variables. The first of these is level of education, which
appears to be very decisive for the net contribution. The level of education, in turn, is strongly influ-
enced by another important variable: the smalled Cito score for th€ito's Endof-PrimarySchoolTest

(for short Cito Te3t The CitoTest is usedo support thesoO I f §cBoBladWteon placement in
secondary educatiom the Dutch school systemvhich is given by the primary school teach®&ipe-
culiarity of the Dutch school system is that secondary education is highly stratified with six or seven
levels and that pupils are placed at the most appropriate level based osdineoladvice that i

based orthe judgmentof the primary school teacheand more objective measures such as the Cito
Testand/or an intelligence test (IQ testfor a large part of thpupils the Cito score is very decisive

for the finaleducatioral level(for more information see the terr@itoscore in the GlossarBased on

the Cito score and education data of millionsimdividuals®?, the relationship between Cito score,
education level and net contribution is examined, as well as how group differences in net contribution
can be explained bgito scoreand education levé#?. In this introduction, these relationships are fur-
ther explained.

Education level Net contribution

Figure9.1 Schematic depiction of the correlation between Cito score, education level and net contribution.

In broad terms, the relationship between Cito score, education level and net contribution is as follows
(seeFigure9.1 for a schematic representation). Cito scores are very good predictors of education level
and labour market performance (89.2). This is a logical consequence of the fact that they are intended
for determining the level of secondary education. The levelegbndary education isafter any fur-

ther studies¢ a major determinant of the ultimate highest level of education attained. In turn, the
highest level of education attained is of decisive importance for labour market performance and in-
come, and thus fothe net contribution to the treasury (89.3). Based on the relationship between the
Cito score, education level and net contribution, the net contribution to Cito score can also be calcu-
lated (89.4). All this relates to the relationship between Cito saetacation and net contribution for

the population as a whole.

321 Cito scorel.8 million, current education 2.7 million, highesitainededucation 6.9 million.

3221n this chapter, wegenerallyuse averages per generation, origin group and/or migration motive. For the Cito
score, the average over the years 20018 is used. For the current and highest attained education, we have
averaged over the years 2015 and 2016. However, for the calcuatidfigure 9.3, 9.8, 9.9 and 9.18, longitudinal
data was used; for the Cito score over the period 22068 and for the current and highest obtained education
over the period 2002017. These periods are too short for a calculation in one go. Therefataefrom different
cohorts have been combineBligures9.3, 9.8, 9.9 and 9.1&e thereforesynthetig seethe term syntheticin the
Glossary, the explanation of the figures themselwvethe main text belovandin the Technical Appendix.
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