Trade and Labor Mobility: The Effect of Increased Tariffs on Immigration

Abstract

This paper documents the 2018-2019 US trade policy as a push and pull factor
for migration. | show that relatively more migrants come to the US from origin
countries and industries that are more exposed to tariff increases, and move to
US commuting zones with higher exposure to the increases. Analysis of firm level
data about employment-based Green Card eligibility documents how US firms
increased their worker sourcing flows from more exposed origins and industries.
Using a multi country-multi industry model, | quantify the counterfactual welfare
effects of the observed tariff increases with and without migration. The
quantification results illustrate that the labor mobility channel mitigates the
effect of tariffs on welfare, and operates as a force that equates welfare changes
between the US and foreign countries. Taken together, these results suggest that
part of the labor market adjustments of the 2018-2019 protectionist policy were
met with increased foreign labor supply.



