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Introduction

The management of labour immigration1 has become 
one of the key issues of modern industrialized coun-
tries. Most European states have turned away from 
zero-immigration policies that limited labour immi-
gration after the 1970s and have displayed, over the 

The limits of skill-selective 
immigration policies: Welfare  
states and the commodification  
of labour immigrants

Melanie Kolbe and Elif Naz Kayran
Graduate Institute of International and Development Studies, Switzerland

Abstract
Why do some countries have more skill-selective labour immigration policies than others? Despite general 
agreement that high-skilled immigrants are economically and socially desirable, some countries extensively 
select high-skilled from low-skilled labour immigrants, while others do not. While most political economy 
accounts indicate an explicit connection between relative skill selectivity and welfare states, two different 
hypotheses emerge regarding the direction of this relationship. The fiscal cost hypothesis puts forward that 
the tension between welfare state generosity and immigration motivates greater selectivity as states try 
to reconcile fiscal pressures for closure with continuing needs for immigration. The decommodification 
hypothesis, in contrast, holds that the capabilities of generous welfare states to decommodify their citizens also 
decrease rationales to be more skill-selective towards labour immigrants. Developing an original measure of 
skill selectivity in labour immigration policies for 20 developed democracies from 2000 to 2010, we test these 
two hypotheses. Our results indicate that differences in decommodification levels appear to be substantively 
and negatively associated with differences in skill selectivity levels, while changes in welfare spending over time, 
particularly among high-spending countries, rather than differences in spending levels, seem to be positively 
associated with increasing skill selectivity. This suggests potential tensions between the political responses to 
economic and demographic changes in the form of immigration policy adjustments and the underlying social 
logic of modern welfare states. The findings contribute not only to the study of high-skilled immigration, but 
also advance the current research on the tension between immigration and the welfare state.

Keywords
Comparative political economy, high-skilled immigration, labour immigration, migration policy, welfare state

Corresponding author:
Melanie Kolbe, Department of International Relations and 
Political Science, Graduate Institute of International and 
Development Studies, Chemin Eugène-Rigot 2, 1211 Geneva, 
Switzerland. 
Email: melanie.kolbe@graduateinstitute.ch

819609 ESP0010.1177/0958928718819609Journal of European Social PolicyKolbe and Kayran
research-article2019

Article

https://uk.sagepub.com/en-gb/journals-permissions
https://journals.sagepub.com/home/esp
mailto:melanie.kolbe@graduateinstitute.ch
http://crossmark.crossref.org/dialog/?doi=10.1177%2F0958928718819609&domain=pdf&date_stamp=2019-02-03


Kolbe and Kayran	 479

past decade, a strong trend towards skill-selective 
policies and programmes for third-country national 
workers that grant different admission and work 
rights based on educational endowment, different 
skill sets and occupational experiences (Czaika and 
Parsons, 2017; Haas et  al., 2018; Parsons et  al., 
2014). There is general agreement among politi-
cians and scholars that high-skilled immigrants2 
(HSI) are economically and socially more desirable 
than low-skilled immigrants (LSI) (Triadafilopoulos, 
2013), particularly within the context of financial 
strains imposed on welfare states through domestic 
demographic challenges and increasing immigra-
tion (Chaloff and Lemaitre, 2009). Thus, arguments 
have been advanced that we are witnessing an 
increasing convergence towards ever more liberal 
HSI regulations as states attempt to attract the ‘best 
and the brightest’ talents (Lavenex, 2007; Shachar, 
2013). In addition, recent public opinion research 
suggests that greater selectivity is potentially also 
supported by the broad public, as HSI are consist-
ently preferred over LSI (Helbling and Kriesi, 2014; 
Naumann et al., 2018; Valentino et al., in press).

Few countries, however, have evenly pursued 
skill-selective immigration policies (Boeri et  al., 
2012: 23–35); instead, a strong, cross-national varia-
tion prevails among skilled immigration programmes 
regarding admission criteria and post-entry rights 
(Cerna, 2016; Chaloff and Lemaitre, 2009; Lowell, 
2005). Admission criteria typically encompass 
labour market tests and/or mandatory job offers as 
well as primary or secondary points tests3 (Czaika 
and Parsons, 2017). Post-entry rights, either directly 
specified in relation to admission criteria or indi-
rectly through resulting permits or visas, cover the 
conditions and scope of labour market mobility, resi-
dence status and security, and often comprise regula-
tions on employer portability, length of permit 
validity, labour market access conditions for spouses 
and permanent residence eligibility (Cerna, 2016; 
Lowell, 2005).

Indeed, our original dataset of relative skill selec-
tivity in labour immigration policies from 2000 to 
2010 for 20 countries confirms that despite an over-
all increase in skill-selective policies, there is con-
tinuing variation across countries in how extensively 
they select high-skilled (HS) over low-skilled 

economic immigrants, that is, whether they treat 
them differently in regard to admission criteria and 
post-entry rights. For example, the famous Canadian 
points system grants those applicants who fulfil val-
ued criteria in regard to education, work experience 
and language abilities preferential treatment in the 
form of greater labour market mobility and faster 
access to permanent residence permits. Individuals 
who do not qualify under the scheme or enter through 
other visa or permit routes do not enjoy these privi-
leges. This differentiation is not the case in Sweden, 
which operates a type of ‘one-size-fits-all’ track 
where HSI and LSI face identical admission and 
post-entry conditions.

Furthermore, countries also differ in their level of 
selectivity across admission and rights dimensions. 
For example, the United Kingdom features different 
admission tracks for different skill levels, but there is 
little substantial difference regarding post-entry 
rights for most labour immigrants. The opposite is 
true in France, where the HS permit differs from 
regular work permits in post-entry rights but not in 
admission regulations. Given this diversity in selec-
tivity, this article asks: Why do some countries have 
more selective labour immigration policies for third-
country nationals than others? Furthermore, what is 
the connection between the relative skill selectivity 
of labour immigration regimes and welfare states? 
Based on their spending levels, do states with greater 
welfare effort attempt to protect themselves by 
granting more selective admission and post-entry 
rights to incentivize HS immigration while discour-
aging low-skilled immigration? Or, based on their 
institutional logics of egalitarianism and decommod-
ification, do more generous welfare states mediate 
rationales and pressures for greater relative skill 
selectivity?

To address these questions, this article discusses 
and tests two diverging hypotheses, derived from 
two different sets of literature, regarding the rela-
tionship between selective labour immigration poli-
cies and welfare states. First, the fiscal cost 
hypothesis, put forward in the political economy of 
migration literature, holds that the tension between 
welfare state spending and immigration motivates 
greater restrictions for LSI, who are deemed to be 
net fiscal burdens, and simultaneously a greater 
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liberalization for HSI, who are in turn believed to be 
fiscally beneficial. Thus, the more a welfare state 
spends, the more likely it is to pursue greater selec-
tivity in its labour immigration policy. Second, the 
decommodification hypothesis, derived from the 
comparative welfare state literature, argues that the 
capabilities of expansive welfare state institutions to 
actively decommodify their native citizens, that is, to 
make their livelihoods less dependent on their eco-
nomic worth, decrease not only the perceived poten-
tial labour market threat that contributes to skill 
selectivity but have also instilled egalitarian and 
inclusive institutional norms that are less compatible 
with skill-based discrimination of immigrants. Thus, 
the more generous a welfare state is, the less likely 
selectivity in labour immigration policy is.

In testing these two claims, we make two contri-
butions. First, we expand and complement the grow-
ing comparative literature on HS immigration by 
developing an original measure of the relative degree 
of skill selectivity in third-country labour immigra-
tion policies and by analysing the determinants of 
cross-country differences of skill selectivity in 
immigration regimes. Second, we advance the cur-
rent research on the relationship between immigra-
tion and the welfare state by arguing that welfare 
states act not only as a source of fiscal concern over 
immigration but also as shapers of immigration 
policy.

Overall, we find robust evidence that differences 
in skill selectivity are associated with differences in 
welfare generosity levels but not differences in wel-
fare state spending levels. However, we find evi-
dence that increases in welfare spending over time 
are related to increases in skill selectivity, particu-
larly in European states. This finding suggests poten-
tial tensions between political responses to economic 
and demographic changes in the form of immigra-
tion policy adjustments and the underlying social 
logic of welfare states.

Theoretical framework

Is greater welfare provision linked to increasing or 
decreasing relative skill selectivity in labour immigra-
tion policies? HS immigration has received growing 
attention from labour migration scholars. Although 

research has examined policy origins and restrictive-
ness as well as determinants of volume and flows 
(Boeri et al., 2012; Cerna, 2016; Czaika and Parsons, 
2017; Ruhs, 2013; Shachar, 2013; Triadafilopoulos, 
2013), we know relatively little about how welfare 
states are connected to differential immigrant selec-
tion policies. First, there has been comparatively lit-
tle inquiry into variation in skill selectivity, that is, 
the relative difference in admission and post-entry 
rights between HSI and LSI.4 Second, the theoretical 
focus has predominantly centred on explaining pol-
icy variation as a function of labour market actors 
and national policy processes (Boräng and Cerna, 
2019; Cerna, 2016; Menz, 2011), with little attention 
paid to welfare state dynamics. Third, most HSI pol-
icy studies so far have relied on either small- or 
medium-N studies (see Cerna, 2016; Ruhs, 2013; 
Triadafilopoulos, 2013), which often limit compara-
bility across a variety of welfare state arrangements, 
or have used HS immigration policy as an independ-
ent, not as a dependent, variable (see Boeri et  al., 
2012; Czaika and Parsons, 2017).

As this is the first study to examine how different 
welfare state dynamics affect skill-selective immi-
gration policies beyond individual preferences 
towards immigration, we predominantly focus on 
establishing the purported direction and the presence 
or absence of the two relationships, rather than test-
ing the exact causal associations. Nevertheless, the 
hypotheses outlined below provide several plausible 
explanations for how welfare states are directly or 
indirectly associated with higher or lower relative 
skill selectivity in labour immigration policy. While 
a deeper engagement with these explanations would 
extend beyond the scope of this work, they suggest 
important sub-logics that inform theoretical expecta-
tions on the directionality and scope of their effect.

The fiscal cost hypothesis

A sizable body of literature argues that the increas-
ingly centrifugal dynamics of labour immigration 
management are symptoms of states’ attempts to rec-
oncile the need for labour immigration in advanced 
economies with the contrasting logic of welfare state 
closure (Schierup et  al., 2006). In particular, the 
‘new progressive dilemma’ of immigration suggests 
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that this reconciliation will not be possible, as immi-
gration is incompatible with generous welfare bene-
fits in the medium to long run (Goodhart, 2004). The 
consequences of this tension include, on the one 
hand, uneven yet noticeable welfare state retrench-
ment (Hay and Wincott, 2012), and, on the other 
hand, rising welfare chauvinism among European 
citizens pressuring for the restriction of immigrant 
access to welfare (Reeskens and Van Oorschot, 
2012; Van der Waal et al., 2013).

A third possible consequence constitutes greater 
skill selectivity, suggesting that the incentives for 
greater immigrant selection, in the form of differen-
tiating between HSI and LSI, will be most likely to 
occur in expensive welfare states, where the pressure 
to reconcile the logics of openness and closure is 
assumed to be the greatest (Borjas, 1999; Freeman, 
1986; Razin et al., 2011). Most work on the political 
economy of immigration proposes several reasons 
for why skill selectivity should be positively associ-
ated with overall welfare spending.

The first reason suggests that political actors in 
more expensive welfare states will be compelled to 
select according to skill as a consequence of fiscal 
pressures. Since Freeman (1986), scholars have 
argued that high welfare state effort, especially in 
combination with universal eligibility, would be 
eroded by increasing immigration, which blurs fis-
cally necessary distinctions between members and 
non-members. Welfare states that combine costly 
public benefits with relatively few access restric-
tions would act as powerful ‘magnets’ for particu-
larly low-skilled and poor immigrants (Borjas, 1999; 
Nannestad, 2007). To avoid an ‘Americanization’ of 
European welfare state systems (i.e. a retrenchment 
of welfare benefits across the board), it is argued that 
only the significant curtailment of particularly low-
income immigrants would ameliorate this welfare 
state dilemma (Freeman, 1986).

At the same time, greater selectivity is not merely 
an outcome of avoiding ‘undesirable’ immigration 
but is also a result of the explicit need for qualified 
immigration in consequence of ageing populations 
and labour shortages in key sectors such as informa-
tion and communication technology, biomedicine or 
healthcare (Cerna, 2016; Schierup et  al., 2006). 
Furthermore, HS immigration has been argued to 

sustain welfare states due to higher employability 
and lower rates of reliance on social assistance as 
well as higher contributions to social insurance and 
taxation schemes (Facchini and Mayda, 2012; Ruhs, 
2013: 41; Schierup et al., 2006). Thus, demand for 
and supply of different skills among foreign workers 
and their anticipated fiscal impact determine how 
much access and rights are granted to them by desti-
nation country governments to either incentivize or 
disincentivize their immigration (Ruhs, 2013). If the 
(anticipated) fiscal cost argument is correct, then 
support for skill selectivity is higher in welfare states 
with higher levels of social spending, as increasing 
immigration carries implications for taxation and 
budget deficits.

A second reason suggests that it is not directly fis-
cal pressures but public opinion and implied subse-
quent voting behaviour that drives greater selectivity 
in labour immigration policy. It is argued that in the 
context of anticipated costs associated with immi-
gration, citizens may be opposed to LSI who, through 
their projected income or need for social services, 
are deemed to drive up taxes. Instead, natives prefer 
HSI, who are expected to contribute more in taxes 
and simultaneously be less likely to become depend-
ent upon welfare (Facchini and Mayda, 2009, 2012; 
Hanson and Chiquiar, 2005; Hanson et al., 2007). In 
particular, rich natives, who are the most affected by 
tax hikes (Facchini and Mayda, 2009; Helbling and 
Kriesi, 2014), and individuals in high fiscal-exposure 
states, that is, generous welfare states that also expe-
rience high rates of immigration (Hainmueller and 
Hiscox, 2010 or where immigrants are net recipients 
rather than net contributors of social benefits 
(Naumann et  al., 2018), should be in favour of 
greater skill selectivity.

The fiscal argument for greater selectivity is often 
contrasted with labour market competition argu-
ments, which suggest that low-skilled natives would 
prefer HSI, as these immigrants would not directly 
compete with them over scarce jobs but would 
instead be skill complementary, while HS natives 
would fear direct job competition and decreasing 
wages, thus opposing HSI (Freeman and Kessler, 
2008; Mayda, 2006). While some evidence by 
Malhotra et al. (2013) suggests that HS natives are 
indeed opposed to HSI, particularly in sectors where 
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foreign labour competition is high, several recent 
experimental studies have found little evidence for 
the labour market competition hypothesis and 
instead have presented robust evidence for the fiscal 
cost hypothesis (Hainmueller and Hiscox, 2010; 
Helbling and Kriesi, 2014; Naumann et al., 2018).

In sum, the real or anticipated tension between 
the level of welfare spending and immigration is 
what motivates greater skill selectivity in welfare 
states with higher rates of welfare effort. Thus, the 
fiscal cost hypothesis can be summarized as follows: 
the greater welfare state spending is, the more likely 
states are to display greater relative skill selectivity 
in labour immigration policy, that is, to significantly 
differentiate between HSI and LSI.

The decommodification hypothesis

Although an often invoked argument, the empirical 
evidence for the welfare magnet hypothesis is mixed: 
while some studies find evidence for it (Bruecker 
et al., 2002; Giorgi and Pellizzari, 2009; Razin et al., 
2011), other studies fail to do so (Giuletti et  al., 
2013; Levine and Zimmerman, 1999; Pedersen 
et al., 2008). Furthermore, a number of studies tend 
to ignore potential endogeneity, as states may 
increase spending in response to incoming immi-
grants or may modify eligibility criteria for welfare 
access to discourage immigration (Giuletti et  al., 
2013). Furthermore, while recent experimental stud-
ies have provided new evidence for the fiscal cost 
argument (Helbling and Kriesi, 2014; Naumann 
et  al., 2018), they do so only for individual-level 
preferences and cannot attest to whether and to what 
extent these preferences translate into policy output.

More importantly, welfare state effects tend to be 
operationalized in terms of social expenditure, a 
strategy that does not sufficiently account for institu-
tional differences in welfare state types (Arts and 
Gelissen, 2002: 143–5; Esping-Andersen, 1999: 75), 
which may mediate immigration-induced fiscal pres-
sures. For example, in conservative welfare states 
where social entitlements are based on contributory 
insurance schemes rather than on taxation, spending 
pressures are ameliorated, as immigrants naturally 
receive lower benefits than natives since their length 
and amount of contribution tend to be lower 

(Sainsbury, 2006: 235). In contrast, in need-based 
liberal welfare states, immigrants are more readily 
identifiable as benefits recipients, and the low-tax 
environment makes increased taxation publicly visi-
ble (Facchini and Mayda, 2012; Hanson et al., 2007; 
Helbling and Kriesi, 2014: 597). Conversely, the non-
discriminatory, universal and public good-oriented 
allocation of taxes in social-democratic states does 
not visibly single out immigrants as beneficiaries 
(Sainsbury, 2006: 238), and greater fiscal spending in 
already high-taxation states translates into small, 
comparatively less publicly noticeable increases 
(Helbling and Kriesi, 2014: 597). Thus, immigrants 
may be viewed as fiscal burdens in some institutional 
contexts more so than in others.

Further, the comparative welfare state literature 
suggests that variation in welfare state institutions 
shapes attitudes towards immigration (Crepaz and 
Damron, 2009; Reeskens and Van Oorschot, 2012; 
Van der Waal et  al., 2013). However, in regard to 
policy, this literature has predominantly focused on 
the inclusionary or exclusionary consequences of 
welfare states on immigrant integration and welfare 
rights (Römer, 2017; Sainsbury, 2006), that is, immi-
grant policy, and less on immigration policy, which 
is concerned with how immigrant entry is regulated 
(Hammar, 1985).5 Nonetheless, the welfare state lit-
erature may be instructive in regard to immigration 
policy as well. In particular, generous welfare states 
with greater institutional capacity to decommodify 
their citizens may decrease not only potential labour 
market concerns over immigration that motivate 
skill selectivity but have also instilled egalitarian and 
inclusive institutional norms that are difficult to rec-
oncile with skill-based legal discrimination. As such, 
the comparative welfare state literature suggests a 
negative relationship between welfare generosity 
and skill-selective immigration policy.

The first argument presupposes that welfare states’ 
ability to decommodify native workers – that is, to 
make their livelihood less dependent on the price of 
their wage labour and the value of their skills (Esping-
Andersen, 1990: 90) – decreases the degree to which 
immigrants are generally feared as labour competi-
tion by native citizens, thereby reducing the political 
pressures exerted through the electorate or labour 
unions to implement more selective policies. As 
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labour market considerations rest on assumptions 
about incoming immigrants as possible competition 
to the similarly skilled native workforce (Facchini 
and Mayda, 2012), the graver consequences of unem-
ployment vary according to a state’s redistributive 
capacities, such as income replacement. Through 
generous benefits, higher redistribution and compre-
hensive social protection, universal welfare states 
decommodify their workers to the greatest extent, 
thereby attenuating the consequences of job loss. In 
contrast, liberal welfare states with means-tested ben-
efits, a lower degree of redistribution and rudimen-
tary social protection ameliorate the consequences of 
job loss the least (Esping-Andersen, 1999: 85–6). 
Indeed, perceptions of sociotropic labour market 
threat have been found to be less pronounced in more 
decommodifying generous welfare states (Crepaz 
and Damron, 2009).

Furthermore, LSI pose a greater labour market 
threat to native low-skilled workers than do HSI to 
native HS workers, who are often protected from for-
eign competition through higher required language 
proficiency and formal skill levels (Helbling and 
Kriesi, 2014: 601–3). Thus, labour market competi-
tion concerns are realistically stronger among low-
skilled workers, leading to increasing incentives to 
implement restrictions for LSI. Yet, the same is not 
necessarily true for HSI, and in consequence dissimi-
lar regulations for HSI and LSI ensue. In contrast, a 
greater degree of generosity would lower incentives 
to apply restrictions specifically for LSI, thereby lead-
ing instead to similar provisions in LSI and HSI regu-
lations. Thus, selective immigration policy should be 
more prevalent in less decommodifying states where 
potential labour market competition poses greater 
social risks for low-skilled native workers.

A second reason concerns welfare state institu-
tions’ varying ability to induce norms of solidarity, 
inclusiveness and egalitarianism, which make poli-
cies that stratify and select immigrants by skill either 
less or more complementary to the respective wel-
fare state logic. Welfare states that strongly redistrib-
ute have the power to lower social stratification, as 
they reduce income inequality (Korpi and Palme, 
1998) and increase overall equality in outcome 
(Pierson, 2001). Lower levels of social stratification 
are strongly linked to norms of egalitarianism 
(Esping-Andersen, 1999: 79–80) as well as 

solidarity and social trust (Crepaz, 2008), which 
have been found to significantly decrease negative 
attitudes towards newcomers (Crepaz and Damron, 
2009; Larsen, 2008; Reeskens and Van Oorschot, 
2012) and to increase states’ likelihood of accepting 
the ‘least economically desirable’ immigrants: refu-
gees (Boräng, 2015).

The presence of institutional norms and expecta-
tions of egalitarianism also affects the degree to which 
immigration ‘entry’ categories can be used as determi-
nants of the level of rights and privileges granted to 
immigrants, effectively creating a ‘hierarchical differ-
entiation’ of immigrants (Sainsbury, 2006: 230). For 
example, social-democratic welfare states’ logic of 
inclusive membership has created norms of equality 
(Crepaz and Damron, 2009; Sainsbury, 2006: 240) that 
may strongly circumscribe the extent to which policy-
makers are willing to discriminate among labour 
immigrants according to skill, whereas in conservative 
welfare regimes, in which the logic of redistributive 
institutions emphasizes differential incorporation and 
status preservation (Esping-Andersen, 1999: 81–3), 
greater leeway for contrasting policies towards immi-
grants should exist. The strongest and most comple-
mentary selectivity should be observable in liberal 
welfare states, which emphasize norms of self-reliance 
and market mechanisms such as supply and demand, 
and in which strong stratification is more socially 
acceptable (Esping-Andersen, 1999: 75; McGovern, 
2012: 488–9; Larsen, 2008: 150–1), thereby making 
skill selection a logical component of labour immigra-
tion policies.

In sum, the degree to which immigration policy 
selectivity can be more discriminatory or more egali-
tarian is complementary to the institutional logic 
and the generosity of the national welfare state insti-
tutions. Thus, the decommodification hypothesis can 
be summarized as follows: the more generous a wel-
fare state is, the less likely it is to display greater skill 
selectivity in its labour immigration policy, that is, to 
not significantly differentiate between HSI and LSI.

Spending versus redistribution: two 
dimensions of the welfare state variation

The fiscal cost hypothesis suggests a positive rela-
tionship between welfare states and skill selectivity, 
while the decommodification hypothesis proposes a 
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negative relationship. A review of both claims 
reveals, however, two different underlying dynamics 
that relate to two separate dimensions of welfare 
states. The fiscal cost hypothesis centres on argu-
ments about different levels and changes in levels of 
social expenditure, while the decommodification 
hypothesis focuses on arguments about the effect of 
generous redistributive institutions. This is an impor-
tant distinction, as expenditure itself tells us neither 
about the level of commitment to social citizenship 
nor the solidarity underlying the redistributive sys-
tem; while states can have similar spending levels, 
their redistributive capacity may differ widely 
(Esping-Andersen, 1990: 19–20). Redistributive 
institutions, in contrast, capture the programmatic 
aspects of welfare states, such as whether redistribu-
tion is realized through means-tested programmes of 
social insurance or need-independent appraisals of 
equal access. Other than pure assessments of expend-
iture, differences in welfare institutions thus signifi-
cantly determine social stratification and social 
solidarity norms and serve as a more precise indica-
tor of welfare state generosity (Crepaz and Damron, 
2009; Esping-Andersen, 1990).

Furthermore, as noted above, both claims identify 
differences in selectivity as a function of different 
levels of either spending or redistribution. However, 
the fiscal cost hypothesis also makes a case for a 
temporal effect: as spending increases, it should be 
associated with increases in selectivity. No such 
temporal effect, however, is put forward under the 
decommodification hypothesis. While this omission 
does not exclude the possibility that decreases in 
decommodification could hypothetically be con-
nected to greater skill selectivity, the slow and une-
ven nature of institutional change in welfare states 
(Hay and Wincott, 2012) leads us to expect, at least 
in the short run, a dominant cross-sectional rather 
than temporal relationship with skill selectivity.

Alternative explanations

Several alternative explanations and controls should 
be considered as well. A first set of political factors 
concerns party and interest group politics. Ideological 
cleavages and party politics have been argued to 
affect the issue framing of immigration and hence 
the salience of immigration policy (Green-Pedersen 

and Krogstrup, 2008; Odmalm, 2011). In particular, 
parties of the left have been identified as more  
immigration-friendly, less restrictive and less human 
capital-oriented (Lahav, 1997). Furthermore, tradi-
tional interest group explanations of immigration 
control see unions as protective of the domestic 
workforce against the risks of wage dumping and 
labour competition (Penninx and Roosblad, 2000).6 
While the policy preferences of unions are highly 
heterogeneous across cases (see, for example, 
Donnelly, 2016; Watts, 2002), unions can nonethe-
less be expected to be more concerned with the 
creeping commodification of labour and thus more 
likely to oppose greater skill-selective measures. 
Moreover, employer associations have been found 
crucial in supporting or lobbying for HS migration 
policies in order to attract qualified and competitive 
human capital (Cerna, 2016; Menz, 2011) and thus 
should be expected to be associated with greater skill 
selectivity.

A second set of likely determinants includes 
demographic and policy factors. One can expect that 
in order to more actively reduce or manage existing 
or potential inflows of immigrants, higher shares of 
immigrants already residing in a given host-country 
are related to increasing selectivity. Similarly, greater 
shares of highly educated native workers may 
decrease selectivity, as the need to recruit abroad is 
lessened, and HS natives oppose labour competition 
from skilled foreign workers more strongly (Mayda, 
2006). In addition, we also control for overall labour 
immigration policy restrictiveness, as the dependent 
variable captures solely the extent to which HSI and 
LSI regulations diverge, and not whether that differ-
ence occurs in liberal or restrictive contexts. 
However, we expect theoretically that labour immi-
gration restrictiveness limits the extent to which HSI 
regulations can be substantially more liberal than 
LSI regulations, thereby reducing the extent of rela-
tive skill selectivity. Thus, overall labour immigra-
tion restrictiveness serves as an important control for 
a potentially spurious relationship between welfare 
state measures and our dependent variable, which is 
driven by policy restrictiveness rather than net skill 
selectivity.

A last set of controls involves structural factors 
such as high levels of unemployment and low levels 
of gross domestic product (GDP), which may suggest 
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a decreased need for overall labour immigration and 
an increased pressure on fiscal resources. These fac-
tors should thus lead to higher skill selectivity. In 
addition, we control for the rigidity of labour mar-
kets, as the presence of employment protection regu-
lations on hiring, certification or wage-setting and so 
on, potentially limit the legal capacity of policies to 
attach a premium to hiring skilled labour (McGovern, 
2012). Finally, while no binding European labour 
immigration regime has been put in place that is 
enforceable over national policy-making processes 
(Boswell and Geddes, 2011: 93), European Union 
(EU) regulations can constrain restrictions on immi-
gration policy and therefore EU membership needs to 
be considered as a control.

Data and methods

This study employs a cross-sectional analysis of 20 
democracies from 2000 to 2010, including 15 
European states (Austria, Belgium, Denmark, 
Finland, France, Germany, Ireland, Italy, Netherlands, 
Norway, Portugal, Spain, Sweden, Switzerland and 
the United Kingdom) and 5 non-European ones 
(United States, Canada, Australia, New Zealand, 
Japan). Our sample selection is driven by theoretical 
and practical reasons. First, theoretically, these 20 
cases embody the variety of established welfare 
states. Furthermore, all included countries have 
adopted third-country national programmes or visas 
for HSI, except for Switzerland and Sweden. 
Switzerland was included because, as of 2008, the 
requirements for the work and residence permit for 
third-country nationals by definition applies almost 
exclusively to HSI. Sweden was included as policy 
changes in 2008 led to greater flexibility in hiring, 
particularly of HS workers (Boräng and Cerna, 
2019).

In terms of geographical coverage, we further 
excluded other countries such as South Korea, 
Singapore, Estonia or Slovenia that have also devel-
oped skilled immigration programmes, as these 
countries have, until recently, either been predomi-
nantly emigration states (e.g. South Korea), have not 
yet experienced serious labour immigrant flows (e.g. 
Estonia or Slovenia) or have no long-standing wel-
fare state traditions (e.g. Singapore or South Korea), 

which we, however, take as undergirding our assump-
tions about the decommodification hypothesis. 
Regarding the temporal coverage, practically, the 
availability of comparable data on the necessary time 
points and variables limits the scope of our sample. In 
particular, one of our main indicators of interest, 
decommodification, as measured by the Comparative 
Welfare Entitlements Dataset (CWED v.2), is only 
available until 2010. Considering this limitation and 
the fact that HSI policies are a relatively recent devel-
opment in Europe, we are thus confining our analysis 
to the time points between 2000 and 2010.

Dependent variable

While recently several high-quality datasets of quanti-
tative immigration policy evaluations, such as 
Immigration Policies in Comparison (IMPIC)  
(Helbling et  al., 2017) and Determinants of 
International Migration (DEMIG) (2015), have 
become available, to the best of our knowledge, no 
dataset  allows the scoring of relative selectivity 
between HSI and LSI policy regulations.7 We there-
fore developed an index measure of relative skill selec-
tivity for third-country labour immigration policy for 
20 countries from 2000 to 2010 by consulting laws, 
legal texts, expert information and secondary litera-
ture,8 to determine whether and to what extent HSI and 
non-HSI programmes hold diverging regulations.

We assessed differences between HS and low-
skilled labour immigration policies using seven items 
coded for every country at given year points. We used 
the three most common items pertaining to differ-
ences in admission regulations: labour market tests, 
job offer requirements and points tests (Parsons et al., 
2014). We do not include items such as the use of quo-
tas and shortage or occupational lists, however. 
Quotas limit the number of possible work permits 
granted in a given year to control the overall number 
of foreign workers in national labour markets and are 
hence often applied to all incoming streams of labour 
migrants.9 Shortage or occupational lists, in contrast, 
seek to fill particular labour market demand, which 
can, depending on the sector in which these are 
attested, include low- as well as high-skilled labour 
categories. Thus, while certainly a means of manag-
ing labour migration, quantitative restrictions and 
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shortage lists reflect the overall restrictiveness of 
immigration regulations rather than skill selectivity.

Furthermore, drawing from previous studies on 
HSI policies (Cerna, 2016; Lowell, 2005), we coded 
several associated post-entry rights that cover the 
conditions and scope of labour market mobility, resi-
dence status and security: employer mobility, spousal 
labour market access, work-permit length and regu-
lations regarding access to permanent residence. 
These post-entry rights, we argue, are part of immi-
gration policy, as they are essential to an immigrant’s 
ability to sustain a living and fulfil conditions to 
legally remain in the country. This sets them analyti-
cally and empirically apart from other rights stem-
ming from domestic integration and citizenship 
policies, which, in contrast, shape the conditions of 
full membership (Bjerre et  al., 2015: 561–2). We 
coded each of the seven items as binary variables: a 
score of 0 was given if there was no substantial dif-
ference in policy provisions, while a score of 1 was 
given if there was.10

We used multiple correspondence analysis 
(MCA) on a Burt matrix with adjustment to the prin-
cipal inertias to construct a latent categorical varia-
ble composed of the relationships between the seven 
binary variables. Consistency and scale reliability 
measures suggest that the items indeed strongly indi-
cate a latent variable of relative skill selectivity of 
labour immigration policies.11 We inverted the scale 
of the resulting row-score coordinate predictions to 
indicate more selectivity for higher values and nor-
malized the scale to vary from 0 to 1. While the 
admission and rights dimensions share a latent con-
cept, one may nonetheless expect variation in how 
much relative selectivity is present in either dimen-
sion. To explore this matter, we further constructed 
two separate index variables using the same MCA 
solution method for each dimension, respectively. 
Results indicate similar scale reliability for each 
dimensional index. To ensure that empirical results 
are not driven by the index construction method, we 
corroborated results by using several different MCA 
solutions and by constructing a simple additive scale 
index. Finally, we constructed an alternative index 
based on an ordinal instead of a binary coding strat-
egy to capture countries where multiple HSI tracks 
exist, with potentially different skill selectivity. The 

results, however, remained robust regardless of 
index construction or coding strategy.

Independent variables

In order to capture the redistributive dimension of 
welfare state generosity, we use the welfare state 
decommodification index from the CWED (Scruggs 
et al., 2017). This index is commonly used to capture 
the institutional differences in welfare state generos-
ity (Boräng, 2015; Crepaz and Damron, 2009; 
Scruggs et al., 2017), as it is built on systematic eval-
uations of social policy (unemployment, sickness and 
pension, etc.) and protection measures. Welfare gen-
erosity scores range in our sample from 20.7 
(Australia in 2009) to 43.9 (Norway in 2010), with 
higher values reflecting greater generosity (μ = 32.2, 
SD = 6.41). We do not include a measure reflecting 
the classical welfare state typology here, as it has 
been suggested that it is too static and overlooks sev-
eral different mixed regimes, such as Mediterranean 
or former Communist types (Arts and Gelissen, 
2002). In order to address the effort dimension of 
welfare states, we use total social expenditure as a 
percentage of GDP (μ = 21.6, SD = 4.19) (Organisation 
for Economic Co-operation and Development 
(OECD), 2018), which ranges in our sample between 
12.6 percent (Ireland in 2000) and 30.7 percent 
(France in 2010). To further capture not only spend-
ing but fiscal ‘pressure’, we also control for budget 
deficit, that is, the difference between government 
spending and revenue, as a percentage of GDP 
(OECD, 2018). In addition, we include an interaction 
term between immigrant stock and social expenditure 
to better capture the concept of fiscal exposure to 
immigration, that is, the presence of costly public 
benefits and high levels of immigration (Hainmueller 
and Hiscox, 2010; Naumann et al., in press).

To gauge political determinants, we included the 
ideological composition of governments using the 
Party Government Dataset (Seki and Williams, 2014) 
and the share of left party seats in the parliament using 
the Comparative Welfare States Dataset (Brady et al., 
2014). Furthermore, we captured union power through 
two different measures: union density as percentage of 
trade union members among all paid employees 
(OECD, 2018), and Visser’s (2016) measure for 
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union’s role in wage bargaining, where (0) indicates 
no sector agreements, (1) ability to negotiate agree-
ments at the sector level and (2) additional veto power 
over company agreements. While there is, to our 
knowledge, currently no encompassing measure of the 
strength of employer associations, we account for their 
potential effect by using the share of high-tech indus-
tries (percent of high-tech industrial production in 
manufactured exports) (The World Bank, 2018) as a 
proxy, as particular knowledge-intensive industries 
have been argued to have a strong interest in HSI 
(Bauer and Kunze, 2004).

To account for demographic and policy factors, 
we included controls for the permanent immigrant 
inflows and immigrant stocks as share percentages of 
total population (OECD, 2018). Furthermore, we 
included the share of tertiary-educated population 
(OECD, 2018) and IMPIC’s measure of the overall 
restrictiveness of labour immigration policy 
(Helbling et al., 2017). Finally, to control for struc-
tural factors, we added macroeconomic indicators 
such as log GDP per capita and unemployment rate 
(in %) (OECD, 2018; The World Bank, 2018) and 
strictness of employment protection legislation 
(EPL) in individual and collective dismissals for 
regular contracts (OECD, 2018). Last, we include a 
dummy for EU membership. Descriptive statistics 
for all variables used can be found in Supplemental 
Appendix Table A1.

Estimation strategy

An autoregressive (AR) (1) feasible generalized 
least squares (FGLS) estimation with year fixed 
effects was used to assess the effect of decommodi-
fication and social expenditure on the relative skill 
selectivity index. This approach was selected for 
both theoretical and methodological reasons. 
Theoretically, we are interested in cross-national 
variation over variation within states across time. 
Methodologically, decommodification constitutes a 
slow-moving independent variable, that is, there is 
little within-country variation over time, while rela-
tive skill selectivity, the dependent variable, is simi-
larly limited in its within-unit variability. This 
limitation means that the inclusion of country fixed 
effects would be problematic, as it potentially dis-
cards much of the information and leads to imprecise 

estimates and large standard errors for the variable in 
question (Barro, 2012). Given the small sample size 
(20 units and 11 observations) and presence of slug-
gish variables, we thus follow the advice by Clark 
and Linzer (2015) to employ a random effects speci-
fication in order to appropriately gauge the effect of 
welfare generosity.12 As preliminary tests indicated 
the presence of unit-specific autocorrelation and het-
eroscedasticity in our data, we used an FGLS model, 
which is a close-to-random-effects estimation that 
can correct for both problems.

The fiscal hypothesis, however, also raised theo-
retical expectations for a possible temporal effect of 
social expenditure: as social expenditure increases 
over time, regardless of the absolute level of expendi-
ture, states become more skill selective. We therefore 
employ additional estimations of year and country 
fixed effects specifically to test this possible associa-
tion.13 For sensitivity and robustness tests, we 
employed other estimation strategies, used various 
lag structures on our independent and dependent var-
iables and employed jack-knife resampling to check 
for the sensitivity of sample dependence. Through 
diagnostic tests, we confirmed the absence of multi-
collinearity in our estimations and accounted for 
potential non-stationarity, given the limited variation 
in our dependent variable.14 As additional controls, 
we further included family and asylum policy restric-
tiveness15 as well as alternative measures for political 
variables; however, neither returned statistically sig-
nificant results and hence were not included in the 
main models. All additional estimations for robust-
ness and sensitivity tests are available upon request.

Results

Descriptive findings

Figure 1 presents the levels and trends of relative 
skill selectivity, welfare generosity and social 
expenditure in 20 countries for the years 2000–2010. 
The scale on the right presents the values of the skill-
selectivity index, where higher values indicate 
greater relative skill selectivity. The scale on the left-
hand side refers to the levels of welfare generosity, 
as captured by the decommodification measure, and 
social expenditure (as share of GDP). Overall, a dis-
cernible common trend is that most European countries 
implemented HSI policies some time between 2005 
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and 2008, apart from frontrunners such as the United 
Kingdom (2002) and Denmark (2002) and late 
developers such as Norway (2010).16 Interestingly, 
most of the states that implemented HS immigration 
policies early on, such as Denmark and the United 
Kingdom (until 2008), also have the most selective 
provisions among European countries by employing 
points systems.

Relatively stable and higher levels of selectivity 
are common among settler countries such as Canada, 
Australia, New Zealand and the United States, which 
introduced their programmes between the late 1960s 
and early 1990s but also repeatedly reformed them 
in later years.17 The over-time trend indicates greater 
selectivity among almost all European countries in 
the sample, although to varying degrees. Notably, 
Sweden’s score decreases after 2008, when it liberal-
ized labour immigration policy across the board, no 
longer applying differential rules for LSI and HSI or 
for short- and long-term foreign workers (Berg and 

Spehar, 2013: 143). Similarly, the United Kingdom’s 
score slightly decreased after 2008, when it intro-
duced a new points-test system that suspended and 
removed their main HS tier and included changes to 
labour market test and job offer regulations, overall 
restricting labour immigration policy (DEMIG, 2015). 
Last, what is not immediately visible from this figure 
is that several countries such as Canada, Australia 
and New Zealand have supplemented long-term 
labour immigration programmes focused on attract-
ing human capital with temporary, labour shortage-
driven programmes.

Turning to social expenditure and decommodifica-
tion, we can note several things. First, comparing the 
over-time average standard deviation and range, all 
countries display a lower variance in decommodifica-
tion (mean SD = 0.4) than social expenditure (mean 
SD = 0.5), except for Germany and Sweden, which 
show a clear decreasing trend in decommodification 
(SD = 1.22 and 1.98). The opposite is true if we 

Figure 1.  Skill selectivity index scores for labour immigration policies, welfare generosity and social expenditure 
patterns, 2000–2010.
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compare the same average by year across countries, 
revealing that variation in decommodification (mean 
SD = 6.58) is higher than in social expenditure (mean 
SD = 4.37). However, we generally observe an increase 
in social expenditure over time in all countries in the 
sample.

Second, and perhaps unsurprisingly, when levels 
are compared, settler states and the United Kingdom 
combine lower social expenditure and decommodifi-
cation levels with higher relative skill selectivity lev-
els. This finding prompts the question as to what 
extent both indicators capture different but related 
dimensions of welfare state generosity, as was 
argued in the theory section. While they are indeed 
moderately positively correlated (Pearson’s R 
0.5417), tests for multicollinearity confirmed that 
the inter-association is negligible. Thus, we are con-
fident that we have indeed captured two distinct 
dimensions of welfare states.

Variation in selectivity regimes

While in the beginning of the 2000s, most non-set-
tler states did not feature skill-selective policies, by 

2010, we can identify four separate clusters based on 
the cut-off point of 0.5 in the admission and rights 
dimension. Figure 2 below presents the separate 
country scores on admissions and post-entry rights 
indices per country in 2010. A first cluster, termed 
the exclusive selectivity regime, comprises states that 
display higher levels of relative skill selectivity both 
in admission and post-entry rights, and all employ 
points systems. While not included in the temporal 
scope of this study, Austria’s introduction of a labour 
immigration points system would place it as of 2011 
in this cluster as well, close to Canada and Australia. 
Noteworthy is that Denmark, while also employing a 
points system, does not offer different post-entry 
rights to the same extent as the other countries.

Hence, we observe a second cluster, the liberal 
selectivity regime, which comprises countries that 
tend to stipulate different admissions rules for HSI but 
do not differentiate substantially in post-entry rights. 
Denmark’s relative closeness to the first cluster may 
be attributed to their front runner position in HSI pol-
icy, indicating a greater interest in and commitment to 
skill selectivity, yet, along with the United States, also 
an unwillingness to offer greater post-entry rights. 

Figure 2.  Bivariate scatterplot of selectivity indices of post-entry and admission rights dimensions in 2010.
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This reluctance may potentially be due to greater 
recent political contention around immigration 
regardless of skill in all countries in this cluster. The 
same is true for the United Kingdom pre-2008, which 
would have also fallen in this cluster, but which also 
decided to restrict entry regulations for HSI, placing it 
by 2010 in the equal treatment cluster.

Third, we find the rights-based selectivity regime, 
where countries like France and Germany tend to 
offer different post-entry rights for HSI than for LSI 
but do not substantially differentiate between the 
two in admission regulations. Last, a final cluster, 
termed the equal treatment selectivity regime, is rep-
resented by countries that only minimally differenti-
ate between labour immigrant workers in admission 
and post-entry regulations. A typical case for this 
regime cluster is Belgium, which does not offer a 
specific HSI track, but highly qualified immigrants 
who apply under the general work-permit scheme 
may be exempted from labour market tests and 
receive longer temporary permits than do low-skilled 
applicants. Here, we again observe border cases, 
such as the Netherlands and Ireland, which feature 
more post-entry rights than the rest of the countries 
in this cluster but also have more market-oriented 
economies that may motivate preferential post-entry 
rights to attract and retain qualified immigrants.

Empirical findings

Turning to our two hypotheses on variation in skill-
selective labour immigration policies, Table 1 
presents our multivariate estimations with control 
variables and alternative model specifications. In 
order to compare coefficients across variables, we 
present z-score standardized coefficients. Models 1 
to 3 present the results of our main model specifica-
tions using an FGLS method, correcting for panel 
autocorrelation and heteroscedasticity, as well as 
year fixed effects. In Model 1 and Model 2, we 
include decommodification and social expenditure 
separately and account for both welfare state dimen-
sions simultaneously in Model 3. Model 4 includes 
an additional control for budget deficit to further 
approximate fiscal pressure. Model 5 includes an 
interaction term between immigrant stock and social 
expenditure to capture fiscal exposure with more 

precision. Finally, Model 6 examines only the covar-
iates’ effect on European countries.

Generally, we notice that decommodification is 
negatively associated with skill selectivity and thus 
operates in the expected direction. However, the 
direction of social expenditure’s association is not 
consistent and conforms to the expected positive 
effect on skill selectivity only once we include 
budget deficit as an additional control. The standard-
ized coefficients further reveal that decommodifica-
tion has substantively the largest effect size on skill 
selectivity with the exception of the dummies for 
union bargaining power. In Model 4, where we 
include all relevant variables except for the interac-
tion, a standard-deviation increase in decommodifi-
cation is associated with a 0.12 decrease in skill 
selectivity at the 0.01 level of significance. This rela-
tionship remains robust across most additional tests 
and sensitivity analyses, including multiple imputa-
tions to account for missing observations for New 
Zealand and Japan.

In contrast, the association of social expenditure 
is not statistically significant across Models 1–5. In 
Model 5, the interaction of social expenditure is 
added to more precisely measure fiscal exposure; 
however, we find no significant relationship here 
either. Our results did not change when we instead 
interacted social expenditure with annual inflow of 
immigrants or net migration. While social expendi-
ture performed better in lagged independent variable 
models, particularly on t – 1, its effect was not 
robustly significant across most additional tests and 
sensitivity analyses.

Social expenditure is, however, significantly 
associated with increasing skill selectivity in the 
European sample, Model 6. A standard-deviation 
increase is related to a 0.08 increase in relative  
skill selectivity in our index. In contrast, higher 
decommodification levels were not associated with 
lower skill selectivity in the European sample. We 
attribute this difference from the full sample (Model 
4) to three reasons. First, the European sample 
excludes almost all liberal welfare states with mar-
ket-oriented economies, except for the United 
Kingdom and Ireland. This truncation affects the 
decommodification indicator to a greater degree 
than the social expenditure measure, which retains 
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Table 1.  FGLS AR (1) models with year fixed effects predicting skill selectivity, 2000–2010.

Variables Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) EU sample

Decommodification −0.08t −0.09* −0.12** −0.08t 0.03
(0.044) (0.043) (0.038) (0.044) (0.044)

Social expenditure  
(% share of GDP)

−0.01 −0.01 0.02 −0.01 0.08*
  (0.037) (0.037) (0.037) (0.039) (0.041)

Budget deficit 0.02 0.02 0.02
  (0.014) (0.014) (0.017)

Government ideology −0.01 −0.01 −0.01 −0.01 −0.01 −0.00
(0.008) (0.010) (0.009) (0.009) (0.008) (0.014)

Share of left seats in 
parliament

0.01 0.05t 0.02 0.02 0.02 0.03
(0.026) (0.027) (0.026) (0.026) (0.026) (0.036)

Union density 0.09* 0.03 0.09* 0.07* 0.09* −0.02
(0.042) (0.028) (0.039) (0.034) (0.043) (0.028)

Employment protection 
legislation

0.01 −0.03 0.00 0.00 −0.00 0.02
(0.044) (0.042) (0.046) (0.044) (0.046) (0.046)

Union bargaining power (baseline: no negotiation)
  Sector level negotiation −0.22 −0.27* −0.19 −0.26* −0.26 −0.46***

(0.150) (0.112) (0.145) (0.132) (0.161) (0.115)
 � Sector level negotiation 

w/veto power
−0.41** −0.41*** −0.38* −0.45** −0.45** −0.62***
(0.158) (0.125) (0.151) (0.140) (0.167) (0.130)

Immigrant inflows  
(% share population)

−0.00 −0.02 −0.00 −0.01 −0.01 −0.02
(0.010) (0.012) (0.011) (0.011) (0.011) (0.014)

Immigrant stock  
(% share population)

0.03 0.02 0.04 0.05 0.04 −0.11*
(0.042) (0.034) (0.040) (0.036) (0.043) (0.051)

Labour migration policy 
restrictiveness

−0.05*** −0.06*** −0.05*** −0.05*** −0.06*** −0.06***
(0.011) (0.012) (0.011) (0.011) (0.012) (0.013)

GDP per capita (logged) 0.02 −0.03 0.01 0.02 0.01 0.14**
(0.042) (0.042) (0.043) (0.042) (0.043) (0.048)

Unemployment rate 0.01 −0.01 0.01 0.01 0.01 0.00
(0.012) (0.014) (0.012) (0.013) (0.012) (0.015)

High technology  
(% share exports)

−0.00 0.00 −0.00 −0.01 −0.01 −0.01
(0.022) (0.022) (0.022) (0.022) (0.023) (0.024)

Tertiary education  
(% share workforce)

−0.00 0.04 0.01 0.03 −0.00 −0.01
(0.046) (0.039) (0.044) (0.041) (0.045) (0.048)

EU member (dummy) −0.12 −0.09 −0.07 0.05 −0.08  
(0.162) (0.085) (0.142) (0.119) (0.157)  

Social expenditure x 
Immigrant stock

0.02  
  (0.023)  

Constant 0.50*** 0.47*** 0.45*** 0.43*** 0.48*** 0.58***
(0.114) (0.113) (0.124) (0.116) (0.130) (0.127)

Observations 179 179 179 179 179 129
Number of countries 18a 18a 18a 18a 18a 13b

Chi2 114.6 202.5 136.4 187.0 125.3 128.5

Standardized coefficients are presented, standard errors in parentheses.
FGLS AR (1): Autoregressive feasible, two-step, generalized least squares estimation; EU: European Union; GDP: gross domestic 
product.aNew Zealand and Japan are dropped.
bExcludes Norway and Switzerland.
*p < 0.05; **p < 0.01; ***p < 0.001; tp < 0.1.
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most of its variation, and explains why decommodi-
fication is no longer a significant predictor. Second, 
the majority of countries that have introduced new 
HSI legislation throughout the observation period 
are, in fact, located in Europe. Third, all countries in 
the European sample experienced increases in social 
expenditure over time, which was on average higher 
(SD = 3.75) than in the settler states and Japan 
(SD = 1.57) over the same period. Furthermore, out 
of the 12 countries in the sample, 8 are above the 
median of social expenditure across the entire obser-
vation period, indicating that this development 
affected particularly high-expenditure welfare states.

While this evidence suggests that social expendi-
ture levels per se are not associated with skill selec-
tivity the way decommodification levels are, the 
fiscal cost hypothesis also implies that increasing 
social expenditures can be expected to lead to 
increasing skill selectivity. Evidence for this assump-
tion is provided by a year and country fixed estima-
tion of our models (see Supplemental Appendix 
Table A2), which allows us to assess the effect of 
social expenditure variation over time. The results 
reveal that a one standard-deviation increase in 
social expenditure is associated with a 0.17 increase 
in social expenditure, significant at the 0.01 level, 
while decommodification is non-significant. In con-
junction with the descriptive results, this result sup-
ports that while more generous welfare states are 
less skill-selective overall, increasing social expend-
iture has unfolded an opposite dynamic over time.

In addition to testing the two main hypotheses, 
we also found that specific determinants had sub-
stantive effects on relative skill selectivity. For the 
full sample, we find that while increasing veto power 
of unions in wage bargaining is associated with a 
decrease in selectivity, union density is associated 
with more selectivity and was not significant in the 
European sub-sample. This result may indicate that 
cross-national differences in how well interest 
groups are formally integrated in decision-making 
effectively influences policy-outcomes.

Other political variables had no robust significant 
effect on our skill selectivity measure. Not surpris-
ingly, overall labour immigration policy restrictive-
ness significantly decreases skill selectivity in all 
model specifications, indicating that general restric-
tiveness leaves less scope to offer more liberal or 

generous provisions to a particular labour immigrant 
group. Furthermore, immigrant stock is only signifi-
cantly associated with less relative skill selectivity in 
the EU sample, indicating a negative relationship 
rather than a positive one as expected.

Last, we also estimated our models separately for 
admission and post-entry rights dimension, respec-
tively (Supplemental Appendix Tables A4 and A5). 
The results of the post-entry rights selectivity analy-
sis resemble those of the overall selectivity analysis, 
however, the coefficient size for decommodification 
increases noticeably while the association is signifi-
cant at the 0.01 level. In contrast, the admissions 
selectivity analysis shows that decommodification is 
a negligible determinant, while social expenditure 
appears to have now a negative relationship with 
selectivity, as long as budget deficit is not controlled 
for. Instead, admissions selectivity is more reliably 
predicted by other determinants: overall greater lev-
els of labour migration policy restrictiveness, domes-
tic employment protection and GDP per capita as 
well as EU membership are all associated with lower 
levels of skill selectivity.

Conclusion

This article tested two different hypotheses of how 
welfare states affect skill selectivity in labour immi-
gration policies. The fiscal cost hypothesis predicted 
that particularly expensive welfare states experience 
fiscal strains due to increasing immigration, which in 
turn leads to growing fiscal and public opinion pres-
sures to be skill-selective. In contrast, the decom-
modification hypothesis argued that generous welfare 
state institutions decrease pressures and normative 
justifications for skill selectivity. Developing an orig-
inal measure of relative skill selectivity in labour 
immigration policies between HS and low-skilled 
tracks for 20 industrialized democracies from 2000 to 
2010, we tested these two hypotheses employing a 
series of FGLS estimations with year fixed effects.

Overall, the multivariate findings provide support 
for the decommodification hypothesis, as higher 
generosity levels are robustly associated with less 
skill selectivity. Evidence for the fiscal cost hypoth-
esis suggests that changes in spending levels, par-
ticularly among high-spending countries, rather than 
differences in spending levels, seem to be positively 
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associated with increasing skill selectivity. We attrib-
ute support for both hypotheses to the fact that wel-
fare effort and welfare generosity are two different 
aspects of welfare states that unfold contrasting 
dynamics. While European states, on average, are 
markedly less selective and display greater cross-
national variation than settler states, the findings 
point to a potential tension between political 
responses to economic and demographic changes in 
the form of immigration policy adjustments and the 
underlying protective and social capability of wel-
fare states that moderate these attempts. It may well 
be that generous European states will not be able to 
pursue skill selectivity – as a function of increasing 
fiscal pressures – to the same extent as less generous 
ones or settler nations without provoking political 
frictions with institutions and norms of decommodi-
fication and social equality.

This study contributes to current debates in the 
literature on labour immigration policy in two ways. 
First, the article adds to the comparative literature on 
labour immigration studies (Boswell and Geddes, 
2011; Ruhs, 2013) by examining the relative cross-
country differences in LSI and HSI policy provisions 
and its determinants. We further add to the current 
empirical projects on quantifying immigration poli-
cies (DEMIG, 2015; Helbling et  al., 2017; Ruhs, 
2013) by creating an original dataset of relative skill 
selectivity in labour immigration regimes, which 
proposes a measure that focuses not on policy 
restrictiveness but instead on relative differences in 
policy regulations for different labour immigrant 
groups.

Second, the findings contribute to the current 
political economy of migration debates about the 
tension between welfare states and immigration, 
which implies that, among other adaptation strate-
gies such as welfare state retrenchment (Freeman, 
1986; Freeman and Kessler, 2008) and immigrant 
welfare access restrictions (Reeskens and Van 
Oorschot, 2012; Van der Waal et  al., 2013), skill-
selective immigration policies can potentially ame-
liorate the ‘progressive dilemma’ of advanced 
welfare states as well. While this view may have 
some purchase, as the over-time trends indicate, our 
analysis also demonstrated that there is reason to 
believe that the institutional generosity of welfare 

states may limit the potential for greater discrimina-
tion of labour immigrants based on skill. Thus, we 
argue that welfare states are not just a source of fis-
cal concern over immigration but also act as policy 
constraints. Simultaneously, we also add to the com-
parative welfare state literature, which has so far pre-
dominantly focused on how welfare states mediate 
anti-immigrant attitudes and immigrant rights 
(Crepaz and Damron, 2009; Römer, 2017; Sainsbury, 
2006), by showing that welfare states affect not only 
immigrant policy but also immigration policy.

While this article represents a first attempt to ana-
lyse skilled immigration policy in a large-N context, 
it is also limited in its scope. As this article has put 
forth an institutionalist argument, it does not speak 
to the agency of political actors and the underlying 
processes that drive their welfare state actions. 
Similarly, it has only tested the general hypothesized 
relationships, rather than the precise causal mecha-
nisms possibly driving them. Using micro-founda-
tional evidence, process-tracing or expert interviews, 
future work needs to more directly investigate the 
political dynamics and actors involved. A further 
limitation of the article is its focus on third-country 
national provisions in labour immigration policy, 
which excludes supranational or international mobil-
ity agreements, such as in the EU or North American 
Free Trade Agreement (NAFTA). Nonetheless, it is 
fruitful to also investigate if comparable dynamics 
are at play in the context of intra-regional free move-
ment regulations.

Furthermore, our data capture only aggregate 
entry and post-entry rights and regulations between 
LSI and HSI policies. More fine-grained data that 
also capture variation in multiple short- and long-
term programmes is needed to help uncover more 
intricate differences and similarities in labour immi-
gration provisions. In addition, due to data limita-
tions, the temporal scope of our study is capped at the 
year 2010. However, recent developments in both 
welfare state adjustments and immigration policy-
making show that a temporal extension to recently 
implemented policies post-2010 should be explored 
in future work. It is likely that social expenditure 
effects become even more pronounced when a larger 
time-frame is analysed. Similarly, more precise 
measures of fiscal exposure for a number of years are 
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needed for a comprehensive evaluation of the fiscal 
cost hypothesis.

Taken together, however, we believe that our results 
have provided first evidence that variation in skill selec-
tivity in third-country labour immigration policy also 
depends on the configuration and dynamics of modern 
welfare states, suggesting that highly skilled immigra-
tion policy has become another avenue in which the 
management and sustainability of modern immigration 
and welfare states has gained prominence.
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Notes

  1.	 The term ‘labour immigration’ here refers to all regu-
lar, economically motivated immigration inflows of 
third-country nationals. It excludes free movement 
of persons within the four freedoms of the European 
Union (EU) and other free movement areas.

  2.	 The term ‘high-skilled immigrant’ can differ in its 
detailed scope across states, depending on how they 
define their scheme, but a common conceptual defini-
tion covers the International Standard Classification 
of Occupations (ISCO) categories 1 to 3, and 
matches, by and large, individuals with tertiary edu-
cation or corresponding experience and specializa-
tion (Parsons et al., 2014; Ruhs, 2013).

  3.	 Points tests are an admission instrument which deter-
mine immigrants’ eligibility for entry under one or 
several immigration tracks by stipulating specific 
numerical thresholds to be achieved by gaining a 
certain number of points for specific human capital 
characteristics, for example, for education, experi-
ence, age.

  4.	 For an exception, see Ruhs (2013). However, he only 
compares restrictiveness across skill programmes, 
not how much rights differ in relative terms.

  5.	 But see Boräng (2015) for effects on forced migration 
admission.

  6.	 Organized labour has been intimately linked to the 
strength of the welfare state. However, union prefer-
ences towards immigration can be rather heterogene-
ous and are thus treated separately from welfare state 
arrangements.

  7.	 DEMIG only offers measures of changes in levels of 
restrictiveness, not overall levels of restrictiveness, 
while IMPIC, at the time of this publication, does not 
offer a skill-disaggregated index of policy restrictive-
ness. Thus, neither index allowed us to construct rela-
tive skill selectivity. Nonetheless, we triangulated our 
conceptualizations, data and coding decisions using 
these datasets.

  8.	 For all countries, we used primary sources and legal 
texts available online. In cases where information 
was not readily accessible, we relied on the resources 
gathered by European Commission’s EU Immigration 
Portal and triangulated this information with reliable 
country reports from European University Institute’s 
Migration Policy Centre and European Migration 
Network (EMN) (full list of primary sources is avail-
able upon request).

  9.	 While some countries like Estonia and Italy have 
indeed expanded their quotas for skilled workers, this 
change, however, did not entail differential admis-
sion regulations or post-entry rights and thus suggests 
decreasing restrictiveness towards high-skilled immi-
grants (HSI) but not greater selectivity. See EMN 
(2013).

10.	 To ensure inter-coder reliability, the two co-authors 
have coded the policies separately. The coders 
overlapped in about 80 percent of the code assign-
ments. The disagreement cases were harmonized 
after discussion and re-review of the documents.

11.	 The multiple correspondence analysis (MCA) 
with Burt matrix and adjustments explains at least 
87.82 percent of the total inertia in just the first 
dimension. Further coincidence analysis results 
using principal components analysis (PCA) and cor-
respondence analysis (CA) methods (0.95 density 
level) and the use of Cronbach’s alpha (0.76 scale 
reliability) corroborate this result.

12.	 The Hausman test results point to a significant dif-
ference in the estimates across the two specifications 
for most models. However, the root mean square 
errors (RMSEs), which are the standard errors of the 
model’s error, for the fixed effects (0.11) and random 
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effects (~ 0.15) specifications of all models are well 
below the acceptable range of bias (< 0.3) (see Clark 
and Linzer, 2015) and do not diverge greatly from 
each other. This indicates that the random effects 
estimator performs only slightly worse than the fixed 
effects estimator.

13.	 Results for the fixed effects estimations are included 
in the Supplemental Appendix Table A2.

14.	 To test for non-stationarity, we conducted a series of 
panel unit root tests such as Fisher-type augmented 
Dicky–Fueller tests and the Levin-Lin-Chu test using 
1- and 3-year-lag structures. The results confirm the 
lack of non-stationarity in our dependent variable 
and that unit roots are not present across all panels. 
We used lagged dependent and independent variable 
model estimations to rule out spurious correlations in 
our findings.

15.	 See Supplemental Appendix Table A3.
16.	 Austria introduced a points system in 2011, called the 

Red-White-Red Card, but it was not included in our 
analysis as it is beyond the temporal coverage of the 
dataset.

17.	 However, these reforms only adjusted existing instru-
ments, not the relative level of skill selectivity (see 
Hawthorne, 2008).
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