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Abstract

We study how immigration affects prices through changes in labor supply. Using
policy-driven increases in immigration to Germany and administrative data cover-
ing the universe of nursing homes, we find that one additional foreign-born woman
per 100 residents reduces nursing-home care prices by 2.6 percent. The price effects
are concentrated in more competitive markets. Examining potential mechanisms, we
find that immigration lowers labor costs as nursing homes shift toward lower-paid
foreign-born workers. We find no evidence of declines in inspection-based measures
of quality or of scale effects. Finally, immigration increases the use of informal care,

potentially strengthening competitive pressure from the broader care market.
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1 Introduction

In 2024, more than 160 million people living in OECD countries were foreign-born—about
11.5% of the total population—and the number of new permanent immigrants reached 6.2
million, a historically high level (OECD, 2025). A large body of literature has analyzed
how immigration affects the labor market in host countries, with a focus on employment
and wages of natives (Dustmann and Schonberg, 2025). Yet, these inflows may also affect
the prices of goods and services, which directly shape the cost of consumption and, hence,
real income. Such price responses may be particularly pronounced in non-tradable, labor-
intensive services that rely heavily on immigrant workers.

Immigration may affect prices through two channels. It may influence production
through a change in labor supply, and in sufficiently competitive markets, such changes
should translate into price adjustments. At the same time, immigrants consume goods
and services, potentially affecting prices through changes in local demand. Disentan-
gling these two responses is empirically challenging. Credible evidence on the effect of
immigration on prices through the supply side therefore requires exogenous variation in
immigration, detailed price data, and, crucially, a setting in which supply-driven effects
can be separated from demand-side changes (Galaasen et al., 2025).

In this paper, we quantify the effect of immigration on prices in the nursing home
sector, exploiting a period of policy-driven inflows to Germany. A unique feature of our
setting is that the arriving immigrants are overwhelmingly of working age and therefore
generate essentially no direct demand for nursing home care. This allows us to isolate the
supply-side channel through which immigration affects prices. The setting is suitable for
our analysis for at least two other reasons. First, nursing home care is non-tradable and
highly labor-intensive. Second, its importance is growing as population aging increases
private and public expenditure on long-term care across advanced economies.

Our analysis combines high-quality administrative data on facility-level prices and
standardized quality inspections with employment and earnings records covering the
universe of nursing homes. For identification, we leverage a sharp increase in the num-
ber of foreign-born residents between 2009 and 2019, triggered by policy changes in the
early 2010s that granted labor market access to workers from the new member states of
the European Union (EU-11). These reforms generated substantial spatial variation in
foreign-born inflows across regions, which we exploit in a research design combining a
shift-share instrument (Card, 2001) with a generalized difference-in-differences approach.
The former addresses endogenous immigrant selection into regions, while the latter al-

lows us to test for pre-trends and estimate dynamic treatment effects, addressing con-



cerns about the exogeneity of the shift-share instrument highlighted in recent literature
(Borusyak et al., 2022; Goldsmith-Pinkham et al., 2020; Jaeger et al., 2018).

Nursing homes in Germany operate in a market environment that shares key features
with other industries exposed to immigration. As mentioned, the sector is labor-intensive
and non-tradable, making production costs highly responsive to changes in the local
workforce (Burstein et al., 2020; Dustmann and Glitz, 2015). Entry into the market is unre-
stricted. The care providers are predominantly private for-profit or non-profit organiza-
tions, with the public sector accounting for only a small share.! Despite formalized price
negotiations, providers retain considerable discretion in setting prices, resulting in sub-
stantial price variation within and across regions. As a consequence, competition plays
an important role in shaping prices, and its intensity varies across market segments and
regions. We exploit this variation to examine how competition shapes the price response
to immigration.

The central finding of our paper is that immigration significantly reduces care prices.
By 2019, an additional foreign-born woman per 100 inhabitants in 2019 (relative to 2009)
reduces the price of care services by 2.6%.? The price effects decrease with care intensity,
consistent with stronger competition in lower-care segments (Kesternich et al., 2025). The
price of low-intensity care services decreases by 4.5% and that of medium-intensity care
by 3.3%, while the effect for high-intensity care is not significant. In addition, we show
that price effects are larger in initially less concentrated markets, as measured by the
pre-reform Herfindahl-Hirschman Index of resident shares across facilities. Our results
are robust across alternative regional samples, sets of control variables, and treatment
definitions.

To interpret these findings, we develop a conceptual framework that distinguishes two
channels through which immigration may affect nursing home prices. First, immigration
may change nursing homes’ production costs. Second, it may alter the broader market for
long-term care by changing households” access to alternatives to residential care. Market
competition shapes both channels: it determines the extent to which lower production
costs are passed through into prices and may amplify the price pressure generated by
improved alternatives to nursing home care.

Within the production-cost channel, we first examine labor costs, which account for a
large share of nursing home expenditures. Using administrative employment and earn-
ings records for the universe of nursing home workers, we show that immigration does

11n 2019, 3,949 institutions were for-profit, 4,641 were non-profit, and 455 were public (Federal Statistical
Office, 2025a). Average profit margins are approximately 7.3% (IBISWorld, 2025).

2We focus on female immigration as our main treatment because more than 80% of care workers are
women. Results are robust to using overall immigration as the treatment.



not affect the total sectoral employment, measured in full-time equivalents. However,
it substantially changes the composition of the workforce: by 2019, an increase of one
foreign-born woman per 100 inhabitants relative to 2009 reduces total native employment
by up to 11.7% and raises the average share of foreign workers by 4.9 percentage points.
Over the same period, it also reduces the average nursing home wage by 3.7%. The de-
cline in average wages reflects compositional changes toward a higher share of foreign
workers, who, on average, earn lower wages than natives due to occupational sorting
into lower-paid assistant positions and lower accumulated experience in Germany.

We next consider quality provision and facility scale as additional margins within the
production-cost channel. Using data from about 25,000 unannounced inspections, we
find no relationship between immigration and an overall measure of quality provision or
its main components. Immigration also affects neither capacity nor occupancy and has
no effect on provider entry or exit. These results provide no evidence that lower prices
reflect reductions in measured quality provision or cost savings from changes in facility
scale.

Finally, we turn to the broader care-market channel by testing whether immigration
affects demand for nursing home care through increased availability of home-based al-
ternatives (Almuhaisen et al., 2024; Butcher et al., 2022). While we find no effect of im-
migration on the stock of individuals receiving care from professional caregivers in an
ambulatory setting, we observe an increase in the take-up of informal care by up to 3.9%
in 2015. Since informal care is predominantly used for individuals with the lowest care
requirements, the estimated negative effect of immigration on nursing home care prices
for this group may be partly explained by increased competition between nursing homes
and informal care.

This paper contributes to at least two strands of literature. We quantify how immi-
gration affects nursing home care prices, and thereby we provide the first causal estimate
of a price effect of immigration that isolates the supply-side channel. Understanding
the determinants of nursing home prices is increasingly important as population aging
drives rapid growth in long-term care spending.’> Empirical evidence on the effect of im-
migration on prices more broadly remains scarce (see Cortés, 2023, for a review). Most
notably, Cortés (2008) shows that immigration to the United States reduces prices for
household services such as gardening and housekeeping, likely through wage declines
among lower-skilled natives and earlier immigrants. In the United Kingdom, Frattini

(2008) finds that immigration lowers inflation in non-tradable services such as hairdress-

3Long-term care spending has risen to around 2.1% of GDP on average across developed countries,
increasing by roughly 60% as a share of GDP between 2000 and 2019 (Gruber et al., 2025)



ing and dry cleaning.* In these settings, however, the arriving immigrants also consume
the goods and services in question, making it difficult to isolate how immigration affects
prices through the supply side.

Our focus on the nursing home sector allows us to overcome this challenge. The ar-
riving immigrants are overwhelmingly of working age and therefore do not consume
nursing care services, allowing us to identify the supply-side price effect. In 2009, 99.0%
of the foreign-born EU-11 population in Germany was younger than seventy-five, an age
at which care dependency generally becomes more common. By contrast, about one in
ten natives had already reached that age. While the labor market opening substantially
increased the number of working-age foreign-born from EU-11 countries, elderly immi-
grants continued to represent less than 1% of the immigrant population by 2019.°> More
broadly, few studies isolate the demand and supply channels of immigration: Galaasen
et al. (2025) disentangle the roles of demand and supply exposures in the effects of immi-
gration on native labor market outcomes, while Dustmann et al. (2017) study the effect
of immigration on native wages induced by a labor supply shock in a context where
demand-side effects are constrained. In addition, we provide the first evidence on how
market structure shapes the price response to immigration, showing that price effects are
concentrated in more competitive market segments.®

We also contribute to the broader literature on how changes in wages and labor inputs
affect consumer prices and the quality of goods and services. A growing body of research
examines this question in the context of minimum wage policies across various sectors,
documenting that increases in minimum wages translate into higher prices in restaurants
(Aaronson, 2001; Aaronson et al., 2008), retail (Leung, 2021; Renkin et al., 2022), and the
manufacturing sector (Harasztosi and Lindner, 2019), as well as into improvements in
the quality of child care (Brown and Herbst, 2023) and nursing home care (Ruffini, 2024).
We instead study immigration-driven changes in the supply and composition of labor in-
puts. A related literature studies the effect of immigration on healthcare quality (Castro-
Pires et al., 2025; Dodini et al., 2025; Furtado and Ortega, 2026; Grabowski et al., 2026a,

4Other related work includes Lach (2007), who shows that the influx of immigrants from the former
Soviet Union to Israel reduced prices through higher demand elasticity and lower search costs. Evidence for
housing markets is mixed: Ottaviano and Peri (2012); Saiz (2003, 2007) find rising rents, whereas Bratsberg
and Raaum (2012); Monras (2020) show that low-skilled immigration can reduce housing prices by lowering
construction costs.

50wn calculation based on Statistisches Bundesamt (2025).

®We also advance the literature on immigration and prices methodologically. Our administrative data
allow precise estimation at a fine geographic level, unlike earlier studies based on CPI indices from small re-
gional samples. We exploit the sharp EU-11 labor market opening in a generalized difference-in-differences
design, which permits pre-trend tests and estimation of dynamic effects, strengthening the credibility of
our estimates relative to earlier cross-sectional shift-share designs.



b).” In contrast to these studies, our setting allows us to jointly identify the effects of
immigration on prices, inspection-based quality provision, and key production-cost mar-
gins. We show that immigration shifts workforce composition toward lower-paid foreign
workers, reduces average wages, and lowers prices without detectable declines in quality
provision—a pattern consistent with cost pass-through in a labor-intensive service sector.

The remainder of the paper is structured as follows. Section 2 outlines the institu-
tional background of the German nursing home market and summarizes the EU Eastern
enlargement, including the regulations governing access to the German labor market for
the new member states. Section 3 develops the conceptual framework. Section 4 de-
scribes the data sources and presents descriptive evidence. Section 5 details the empirical
strategy. Sections 6 and 7 present the baseline results and discuss potential mechanisms.
Section 8 concludes.

2 Institutional setting

This section provides the relevant institutional background for our analysis. We begin
by describing the key features of the nursing home market in Germany, with additional
details provided in Appendix A. We then outline the timeline and implications of the
opening of the German labor market following the Eastern enlargement of the EU, which

we exploit in our empirical strategy.

2.1 Market for nursing homes in Germany

The German nursing home sector is characterized by regulated but flexible price setting,
a labor market shaped by wage-setting institutions and occupational licensing, and com-
petition both within the sector and from alternative forms of care. Entry into the nursing
home market is not restricted. The market is dominated by privately owned providers,
while publicly owned facilities account for only a small share. Facilities must meet cer-
tain building standards and comply with qualification and staffing requirements, but are
otherwise free to operate.

Each nursing home negotiates the overall price for its care services with state-level
long-term care (LTC) insurance funds and, in some cases, with local social assistance au-
thorities. These agreements are legally binding and are renewed annually. Negotiations

are based on expected costs, which providers are required to disclose, and include com-

’See also Butcher et al. (2022) and Almuhaisen et al. (2024) on the relationship between immigration
and elderly institutionalization.



pensation for entrepreneurial risk (see, e.g., Grant et al., 2021; Heger et al., 2025; Schmitz
and Stroka, 2014). Labor is the largest cost component, accounting for approximately 70—
80% of total expenditures (Haun, 2020). Negotiated prices also take into account the rates
of comparable providers. Despite the formalized process, nursing homes retain consid-
erable flexibility in negotiated prices, resulting in substantial variation in care prices both
within and across regions. In 2009, the median daily price was €53.76, while the 10th and
90th percentiles were €43.84 and €64.72, respectively.®

During our study period, wages for care workers in German nursing homes were
determined by a combination of collective agreements, statutory minimum wages, and
employer discretion. Facilities covered by collective agreements set wages according to
predefined pay groups and experience, while other facilities had greater discretion sub-
ject to the sector-specific minimum wage, introduced in 2010. Pay levels vary by occu-
pation. Nursing is a licensed occupation requiring a recognized professional qualifica-
tion, whereas nursing assistants and aides (hereafter “assistants”) do not face the same
licensing requirements and receive lower wages than registered nurses. The process for
recognizing qualifications obtained abroad is complex and costly. Foreign-trained nurses
whose qualifications are not recognized in Germany may therefore work in lower-paid
assistant positions.

Care-dependent individuals are free to choose among nursing homes, with an aver-
age of about 20 facilities providing residential care within a district. For their choice, they
can access detailed information about all nursing homes via official online portals, includ-
ing prices and evaluation results from unannounced checks. Following an assessment of
care needs, individuals are assigned a care level that determines a fixed monthly bene-
tit. This benefit is independent of the nursing home’s (negotiated) price and residents
pay the remaining difference out of pocket. In addition to the price of care, residents pay
separately for accommodation and meals, as well as investment costs and any optional
supplementary services.

Besides nursing homes, care-dependent individuals can receive care at home either
from licensed professionals (ambulatory care) or through informal care provided by fam-
ily members or others. For those receiving ambulatory care at home, expenses are fully
covered by LTC insurance. Individuals opting for informal care can receive a monthly
cash payment (Pflegegeld), which they can use to compensate relatives or non-professional
caregivers for their assistance (Geyer et al., 2025; Heinicke and Thomsen, 2013; Kesternich
et al., 2025). These alternative arrangements represent potential substitutes for residen-

8Descriptive statistics rely on prices constructed by weighting facility-level average daily prices by the
national distribution of care recipients across care levels; see Section 4 for details of the weighting.



tial nursing home care and are quantitatively important: in 2009, around two-thirds of

care-dependent individuals received care at home.

2.2 EU Eastern enlargement and labor market access

The Eastern enlargement of the European Union proceeded in three rounds. Eight coun-
tries (EU-8)—the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia,
and Slovenia—joined the EU in May 2004.” Romania and Bulgaria (EU-2) acceded in Jan-
uary 2007, followed by Croatia in July 2013. By joining the EU, these countries became
members of the European Single Market, which guarantees the free movement of goods,
services, capital, and labor. However, the old member states had the option to temporar-
ily restrict access to their labor markets for dependent employment and posting of citizens
from the new member states for up to seven years following accession.'” Germany made
use of this option, phasing in unrestricted labor market access in three stages: May 2011
(EU-8), January 2014 (EU-2), and July 2015 (Croatia).

From the date of accession, citizens of the new member states were entitled to estab-
lish businesses—that is, to be self-employed—and to take up employment through cross-
border posting in unrestricted sectors in Germany.!! In contrast, to take up dependent
employment, nationals from the new member states were still required to obtain a work
permit.'? From the date of labor market liberalization, nationals from the new EU member
states received unrestricted access to the German labor market. Based on the fundamen-
tal principle of free movement of labor, they are entitled to look for a job, work, and
reside in Germany without a work permit; remain in the country after employment has
ended; and enjoy equal treatment with nationals regarding employment, remuneration,
and other working conditions (European Union, 2008). Care workers were generally not
exempt from transitional restrictions on dependent employment, which motivates treat-

ing the period prior to 2011 as pre-reform in our analysis.

Cyprus and Malta also joined in 2004 but are not considered because their citizens were granted im-
mediate access to the German labor market upon accession (European Commission, 2006).

19A posted worker is an employee sent by an employer located in an EU Member State to carry out a
service in another Member State on a temporary basis.

Tn Germany, the posting of workers was restricted—until labor market liberalization—to a limited
number of sectors considered vulnerable to disturbances. These included construction, cleaning, and inte-
rior decoration, but not the care sector; see Deutscher Bundestag, Wissenschaftliche Dienste (2020).

12The German government gradually relaxed access conditions for specific groups of workers. From
2007, nationals from the new member states could obtain a work permit for engineering professions without
being subject to the labor market priority check. From 2009, this exemption was extended to all workers
with tertiary education from these countries (OECD, 2013).



3 Conceptual framework

This section develops a conceptual framework that links immigration, labor market ad-
justments, prices, quality, and other margins in the German nursing home sector. We
abstract from demand effects arising from immigrants’ own consumption of care ser-
vices, which are negligible in our setting because the inflow consists overwhelmingly of
working-age individuals (see Figure B3), and focus exclusively on supply-side channels.

A key feature of the framework is the distinction between a narrow nursing home
production-cost channel, operating through nursing home inputs and input prices, and a
broader care-market channel, operating through the supply of alternative care arrange-

ments.

3.1 Price formation and the two supply-side channels

As described in Section 2.1, nursing home prices are not determined through a standard
competitive-market equilibrium but through a regulated negotiation process. However,
this institutional setting does not eliminate competitive forces: providers compete with
other nursing homes and alternative forms of care, retain discretion over their operations
and negotiated prices, and respond to cost and market conditions. Price formation is
therefore best understood as regulated bargaining embedded in a competitive market
environment. Below, we discuss how the competitive structure affects prices.
Let P, denote the daily price of care charged by nursing home 7 in region r:

In P, = ¢(1H Cir, Qir)a (1)

where ¢;, denotes the expected production cost per resident-day, and ;. captures institu-
tional and market-specific factors affecting the price-setting process, such as regulatory
constraints and competitive conditions. Since prices are based on expected costs (see Sec-
tion 2), the timing of price adjustments need not coincide with changes in realized costs
and other observed cost-related variables. We therefore omit a time index here and return
to the time dimension when discussing results (see Section 7).

The total effect of immigration exposure, denoted by M., on nursing home prices can

be decomposed into a production-cost component and a broader care-market component:

din P, Oln P, dInc;, .
aM, dlnc, dM, NG ’ )
N— broader care-market channel

nursing home production-cost channel



evaluated at the prevailing institutional and market conditions €2;,.. 11, denotes the marginal
effect of immigration exposure on nursing home prices operating through changes in the
broader market for long-term care. We discuss the mechanisms underlying each compo-

nent in turn.

3.2 Nursing home production-cost channel

The expected production cost per resident-day in nursing home i can be written as:
Cir = C (wiry gir; kirv Gir, 3/17’) ) (3)

where w;, denotes wages, ¢;- and k;, denote labor and non-labor inputs per resident-day;,
respectively, ¢;» denotes the quality provision, and Y;, denotes the scale of production. We
view quality provision as a facility choice that determines the intensity with which labor
and non-labor inputs are used in producing care.

Since labor costs account for the largest share of nursing home expenditures, changes
in expected labor costs represent a central channel through which immigration may affect
prices. In a competitive labor market, an increase in labor supply would reduce wages
and lower production costs. Because wage adjustment in the German nursing home
sector—as in most other sectors—is constrained by collective bargaining agreements and
statutory minimum wages, immigration may affect labor costs through both changes in
wages and workforce composition. Differences in credential recognition, language re-
quirements, and experience acquired in Germany may lead foreign-trained workers to en-
ter lower-paid assistant positions rather than fully recognized nursing occupations. This
channel motivates examining whether immigration affects employment, worker compo-
sition, and average labor costs in nursing homes.

We also examine quality provision and production scale as additional adjustment mar-
gins through which immigration may affect production costs. We do not observe non-

labor inputs directly and therefore cannot assess this margin empirically.

3.3 Broader care-market channel

Immigration may also affect nursing home prices through changes in the availability of
alternative care arrangements, such as privately arranged care at home (see Section 2.1).
In particular, it may increase the availability of home-based care by expanding the work-
force in ambulatory care and increasing the supply of caregivers employed informally in

private households.



Greater availability of these alternatives improves households” outside options, poten-
tially reducing demand for nursing home services and increasing competitive pressure on
providers.”® Unlike the production-cost channel, it operates through substitution across
care arrangements and may affect prices even without changes in nursing homes’ produc-
tion costs. We assess this channel by estimating the effect of immigration on the take-up

of residential, ambulatory, and informal care.

3.4 Role of competition in the price response

The extent to which cost changes translate into prices can be summarized by the propor-

tional cost pass-through parameter:

Oln P,

Olnc,

A value of 6, = 1 indicates full proportional pass-through: a one-percent reduction in
expected unit costs is reflected in a one-percent reduction in prices. However, cost re-
ductions need not be fully reflected in prices if providers retain part of the savings as
profits.

The pass-through may depend on the competitive environment faced by providers
(included in €2;,). Competition among nursing homes may strengthen the transmission of
lower costs into negotiated prices by affecting cost projections, risk premia, and compar-
isons with other providers. Competition from alternative care arrangements may affect
prices in two ways. It may lead to a stronger pass-through of reductions in nursing home
costs at lower care levels, where informal care is a closer substitute for nursing home care;
it may also reduce prices directly by improving households” outside options via immi-
gration, even if nursing homes” own production costs do not change. Accordingly, price
effects may be larger in less concentrated markets and at lower care levels. We examine

both patterns empirically.'*

13 Although this channel may affect the demand faced by nursing homes, it is supply-side in origin
because it arises from immigrants’ provision rather than consumption of care services.

Differences in effects across care levels may reflect differences in (i) immigration-induced cost reduc-
tions, (ii) cost pass-through, (iii) the direct broader care-market effect, or a combination of these mecha-
nisms. We therefore do not attribute this heterogeneity exclusively to either the production-cost channel or
the broader care-market channel.
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4 Data and descriptive evidence

For the empirical analysis, we combine high-quality administrative data on prices and
quality with employment and earnings data from administrative social security records
covering the universe of nursing homes in Germany. Below, we describe the data in more
detail and present descriptive statistics for the main outcomes.

4.1 Data sources

This section outlines the data sources used to measure long-term care outcomes, labor

costs, nursing home quality provision, immigration, and regional controls.

Variables measuring long-term care outcomes

The data used to construct the LTC outcome variables come from the Long-Term Care
Statistics. The official statistical authorities (the Statistical Offices of the States, in coop-
eration with the Federal Statistical Office) collect data on the universe of inpatient and
ambulatory LTC providers, including all nursing homes in Germany, on a biennial ba-
sis. LTC providers report detailed information on their prices, capacities, and residents.
All variables are measured with December 15 as the reference date. Participation in data
collection is mandatory. Missing or implausible data are verified with respondents, and
non-responses are minimal. Consequently, the data are considered highly reliable and of
excellent quality (Statistisches Bundesamt, 2020).

In our analysis, we focus on nursing homes that specialize in (inpatient) permanent
care, given that this type of care is the most frequent one provided in nursing homes (see
Section 2). We use these microdata to build the outcome variables at a modified NUTS-3

level'®

, biennially for years 2005 to 2019. For each region—year group, we compute the
regional aggregates as simple averages across nursing homes. The first set of outcomes
relates to the remuneration of nursing homes, which includes the daily price for care
services (including medical care), henceforth called the price of care, as well as accommo-
dation and meals. Prices of care are reported by care level, where higher levels reflect
greater care needs, ranging from level 1 (low) to level 3 (high). Due to a change in the

classification of care levels in 2017, the final two values for prices (for the years 2017 and

15We redefined the 401 NUTS-3 regions in Germany into a set of 377 regions, due to (i) data privacy laws
of the Federal Statistical Office, (ii) joint reporting of the stock of the foreign-born population by a number
of regions with a common immigration authority, (iii) the construction of a balanced panel of regions. For
a more detailed overview, see the map in Figure B1.

11



2019) have been imputed. This imputation does not affect the care-level-specific price ef-
tects before 2017. We construct the outcome variable average price of care using prices by
care level, aggregating across care levels with weights based on the national distribution
of residents across care groups. Importantly, this headline price outcome does not rely on
the imputation in any year. The details of this calculation as well as the construction of
the average price are provided in Appendix Section C. Finally, unlike the care prices, the
price for accommodation and meals is common to all care levels.

The remaining outcomes are as follows. We measure average capacity using the num-
ber of available places—regardless of occupancy on the reporting date—and average oc-
cupancy using the stock of permanent care recipients (nursing home residents). To quan-
tify care take-up outside of nursing homes, we construct two regional-level indicators:
the number of individuals in informal care who receive cash benefits and the stock of

individuals using ambulatory care (i.e., professional care at home).

Variables measuring labor costs

To measure employment and labor costs in nursing homes, we draw on administrative
data from the Institute for Employment Research, which covers the universe of long-term
care workers in Germany. We restrict our sample to those older than 16 and younger
than 67 who work in nursing homes. Using this information, we construct a nursing-
home-level panel, which we then aggregate to the regional level by taking within-region
means, in line with the procedure used for the Long-Term Care Statistics. We identify
care workers in nursing homes using occupational and industry codes.'® For 2011 and
2012, we rely on imputed occupational codes, as information is temporarily incomplete
due to the transition to a new occupational classification.!” Therefore, results on labor
market outcomes for these years should be interpreted with caution; the estimates for the
remaining years are unaffected.

We construct several measures related to employment and labor costs, beginning with
the share of foreign workers employed in nursing homes. Workers are classified as foreign
or native based on their nationality at first observation. In addition, we measure overall

and native nursing home staffing, expressed in log full-time equivalents (FTE), as well as

16Specifically, care workers are defined as individuals employed in occupations coded 853, 854, and 861
in the German Classification of Occupations 1988 (KldB 1988). Nursing homes are identified using codes
871 and 873 from the Classification of Economic Activities 2008 (WZ 2008).

7The imputation is based on the method developed in Haan and Wnuk (2024). Missing occupational
codes are filled using the first non-missing lag or lead, conditional on both observations referring to employ-
ment episodes with the same employer, first using earlier information and then later reports. For further
details, see Haan and Wnuk (2024).
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the average labor market experience in Germany.'® We further measure the log average
daily wage in nursing homes. All variables are measured as of June 30 in the respective

year.

Variables measuring quality provision

To explore the impact of immigration on quality provision, we utilize data from regu-
lar, unannounced quality inspections conducted by official care oversight bodies between
2009 and 2016. The inspections follow standardized procedures and assess whether fa-
cilities implement a broad range of medical, organizational, and care practices. We cate-
gorize the 74 time-consistent criteria into five broad domains: Medical and Nursing Care;
Nutrition and Hydration; Social Support and Quality of Life; Resident Satisfaction and Auton-
omy; and Organization and Quality Assurance. We observe these criteria across three waves.
Wave 1 contains reports submitted up to April 2011, directly before the first labor market
opening (5,242 reports). Wave 2 includes reports from May 2011 to March 2013, captur-
ing potential short-term changes in quality provision (9,740 reports). Wave 3 comprises
reports from February 2014 to March 2016, allowing us to assess longer-term changes in
quality scores (10,826 reports). This part of our analysis focuses on facilities with at least
ten residents. Further details on dataset construction and harmonization are provided in
Appendix D.

To obtain our outcome variables, for each combination of category, region, and wave,
we calculate the share of facility—criterion assessments for which no deficiencies were
identified during the inspection. In addition, we compute an overall region-wave mea-
sure by pooling facility—criterion assessments across all categories for wave 1 (pre-labor
market opening) and waves 2 and 3 (post-labor market opening). The reporting format
for the quality criteria changes over time: until 2014, criteria are reported as final grades,
whereas from 2014 onward reports indicate whether each criterion was fulfilled for the
residents assessed. Given this change, we define the deficiency-free outcome using the
most stringent threshold available in each period—a grade of 1.0 before 2014 and 100%
fulfillment after 2014—and assess the robustness of our results to alternative thresholds.

Variables measuring foreign-born inflow and control variables

We use the German Foreigner Statistics (Auslinderstatistik), an administrative dataset on

all officially registered foreign nationals living in Germany, to observe the stock of foreign-

8To calculate full-time equivalents, we use a value of 0.5 for all part-time employees, as the data do not
contain any information on hours worked.
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born residents aged 15-65 at the NUTS-3-year level by nationality from 2000 to 2019. Data
refer to the reference date of December 31 of each year. We use the change in the stock
of foreign-born, overall and by nationality, to measure inflows of immigrants across the
German regions."

We also extract several regional demographic indicators from the Indicators and Maps
for Spatial and Urban development (INKAR) and the Destatis Genesis database. In particular,
we have information on the old-age dependency ratio, fertility rates, GDP per capita,
unemployment rates, female share of the unemployed, total population, and the number
of inhabitants aged 75 and older.

4.2 Trends in immigration and long-term care

In the empirical analysis, we exploit variation in the stock of foreign-born individuals to
identify the effects of immigration across a range of nursing home outcomes, including
pricing, staffing, capacity and occupancy. To provide context for this approach, we begin
by describing recent trends in immigration to Germany and then outline how key nursing
home indicators have evolved over time.

In the main analysis, we focus on female immigration, as over 80% of care workers
are women.” Panel (a) of Figure 1 shows the evolution of the national-level stock of
foreign-born women residing in Germany relative to its 2005 level.?! The total stock re-
mained relatively stable until 2010, rising by about 120,000 over the five-year period, but
grew substantially thereafter—by approximately 1.32 million between 2010 and 2019. Al-
most half (42%) of this increase reflects a rapid growth in residents from countries that
joined the EU in the enlargement rounds from 2004 to 2013. As discussed in Section 2, the
modest pre-2011 increase in the stock of foreign-born from the EU-11 may reflect individ-
uals exercising their right to reside or register as self-employed after the EU Enlargement,
without entering the German labor market as employees.

Panel (b) of Figure 1 shows changes in the regional distribution of foreign-born women
across German NUTS-3 regions, focusing on the net change in their stock between 2009
and 2019. Changes are expressed per 100 inhabitants as of 2009 and grouped into quar-
tiles. The map reveals that the southern and western regions in Germany experienced the

largest relative increases in immigrant concentration over the time period studied.

19We use a special tabulation of the German Foreigner Statistics in which counts by nationality are fur-
ther restricted to foreign nationals born abroad.

2Qur results are robust to using a treatment that includes both female and male immigration, as shown
later in the paper.

2n absolute terms, the stock of foreign-born women increased from 2.15 million to 3.62 million between
2005 and 2019.
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Figure 1: Immigration of foreign-born women to Germany
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(a) Aggregate evolution, 2005-2019 (b) Net change per 100 inhabitants, 2009-2019

Notes: Panel (a) plots the change in the stock of foreign-born female residents in Germany for each year from 2005 to 2019 relative to
2005. EU-11 countries include Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia, and
Slovenia. Panel (b) displays the net change in the number of foreign-born women (any origin) between 2009 and 2019, measured per
100 inhabitants in 2009 and grouped into quartiles. Based on own calculations using the German Foreigner Statistics and the INKAR
database. For maps illustrating changes in the net stock of foreign-born women from EU-11 versus other origins, see Figure B2.

To understand how the long-term care sector evolved alongside these immigration
patterns, we next examine trends in nursing home care prices, employment and wages,
and capacity. Table 1 reports the average values of the main outcomes of interest for
four selected years.”? First, prices increased steadily over time. Depending on the care
level, care prices rose by around 5-6% in each of the two periods, 2005-2009 and 2009—
2013. Between 2013 and 2017, the increase was substantially larger, ranging from 12.8%
(care level 3) to 27.1% (care level 2). Room-and-board prices followed a similar pattern,
rising by about 5-6% between 2005 and 2009, and between 2009 and 2013, and 10.6% be-
tween 2013 and 2017. Second, the price increase may be partly related to changes in labor
costs. Average wages changed little between 2005 and 2009 and increased moderately by
5.5% between 2009 and 2013. From 2013 to 2017, wages rose substantially by 11.2%. The
substantial increase may reflect the introduction of the federal minimum wage in 2015,
which could have affected wages of non-care staff, as well as sector-specific minimum
wage increases for care staff in 2017. The total number of care workers in full-time equiv-

22We report descriptive statistics of nursing home quality separately in Table B2. Over time, the average
regional share of facility—criterion assessments with no quality issues found increased from 70.6% to 85.7%;
across categories, this share is consistently lowest for Medical and Nursing Care and highest for Social Support
and Quality of Life.
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Table 1: Descriptive statistics of nursing home outcomes

Variable 2005 2009 2013 2017
Daily price in nursing homes in euros:
Average price of care 52.41 54.57 55.93 66.21
(5.74) (6.16) (5.62) (7.09)
Price of care, care level 1 (low) 42.29 44.66 46.70 54.45
(5.80) (6.10) (5.61) (7.15)
Price of care, care level 2 (medium) 55.07 58.00 60.90 7742
(6.29) (6.79) (6.36) (7.21)
Price of care, care level 3 (high) 68.84 72.26 76.14 85.88
(6.56) (7.31) (7.49) (7.13)
Price of room and board 18.52 19.44 20.60 22.78
(3.40) (3.72) (4.06) (4.45)
Worker characteristics in nursing homes:
Stock of FTE workers 760.76 827.79 913.31 987.20
(784.59) (858.13) (943.68) (1021.02)
Stock of FTE native workers 712.24 773.30 834.55 850.84
(719.45) (786.73) (842.02) (850.37)
Share of foreign workers 0.047 0.051 0.067 0.106
(0.046) (0.047) (0.057) (0.079)
Average daily wage 54.97 54.74 57.74 64.22
(6.18) (6.10) (6.54) (6.55)
Capacity and occupancy of nursing homes:
Facility capacity 77.57 76.82 76.39 77.19
(19.26) (19.10) (18.03) (16.41)
Facility occupancy 68.15 65.73 65.68 69.20
(17.93) (16.72) (15.63) (14.42)
Regional stock — nursing homes:
Nursing homes 20.24 22.13 22.85 2417
(20.37) (21.34) (21.58) (22.34)
Available places in nursing homes 1537.20 1677.75 1727.55 1845.32
(1844.65)  (1970.48)  (1991.38)  (2073.11)
Nursing home care recipients 1350.93 1443.63 1509.54 1663.97
(1614.05)  (1635.50)  (1721.83)  (1850.69)

Number of regions 377
Notes: The depicted variables are constructed by first aggregating nursing home data within each region-year cell: price,
facility capacity and occupancy, share of foreign workers as well as wage variables are averaged across facilities, while the
other outcomes are summed (see Section 4). For this table, we take the unweighted mean of these variables across regions for
the years 2005, 2009, 2013, and 2017. Table B1 reports analogous statistics excluding regions bordering Poland and the Czech
Republic. Standard deviations are reported in parentheses in the row below each mean. Based on own calculations.

alents increased by around 30% between 2005 and 2017, compared with a 20% increase
in native FTE employment. The share of foreign workers remained almost unchanged
between 2005 and 2009, and more than doubled between 2009 and 2017. Third, while av-
erage nursing home capacity and occupancy per facility have stagnated, regional stocks
of available beds and residents have increased. Between 2005 and 2017, average regional
capacity and occupancy rose by 20% and 23%, respectively, driven by an increase in the
number of nursing homes. Notably, throughout the entire period, nursing homes oper-
ated below capacity on average, potentially reflecting staffing regulation (see Section 2)
as a binding constraint.
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Figure 2: Regional variation in the average price of care
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(a) Level, 2009 (b) Changes, 2009-2019

Notes: Panel (a) maps the daily price of care in nursing homes in euros in 2009 across the modified NUTS-3 regions. Panel (b) maps
the average change in the daily price between 2009 and 2019, in euros. Both maps display values by quartiles. Regions labeled No data
have an insufficient number of nursing homes to display price levels due to anonymization; this restriction applies only to the maps
in Figure 2 and does not affect the empirical analysis.

Finally, Figure 2 shows substantial regional variation in the average price of care, mea-
sured in euros. Panel (a) indicates higher price levels in southern and western Germany
and lower prices in eastern Germany, closely aligned with regional differences in the cost
of living. Panel (b) presents cumulative price changes between 2009 and 2019 and reveals
considerable heterogeneity, with the largest increases occurring in eastern regions as well

as in parts of southern Germany.

5 Empirical strategy

To causally estimate the effect of immigration on prices and the other outcome variables,
we combine a generalized difference-in-differences model with an instrumental variable
approach. In particular, we exploit a sharp increase in the stock of foreign-born (women)
after 2010 as a continuous measure of exposure to treatment. To isolate the exogenous
variation in this treatment, we use a shift-share instrument, exploiting historical settle-
ment patterns of EU-11 residents in Germany. We explain this procedure in detail below.

In our analysis, we estimate the following equation separately for each observation
year t between 2005 and 2019:
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Alny,, = ar + BAF, + wi X, 0009 + €t )

Alny,; represents the difference in the natural logarithm of a given outcome in region
r; we take these differences between the final pre-shock year 2009 and year t. AF, is
the change in the stock of foreign-born women—regardless of their origin—residing in
region r between the pre-shock year 2009 and 2019, the final year of our data, divided by
the local population in 2009, x 100. Thus, 5; measures the approximate percentage change
in the outcome between 2009 and year ¢ associated with a one-percentage-point increase
in the foreign-born female population (relative to the 2009 population) between 2009 and
2019. X, 2009 represents a vector of controls that we fix at their 2009 level. The controls
include the regional size of the nursing home market (ratio of facilities to residents above
the age of 75), the relative size of the population above the age of 75, as well as the old-

age dependency ratio.”

By including X, 2009, we compare the changes in outcomes in
regions with similar pre-treatment characteristics related to care provision, but that had a
differential exposure to the immigration shock. We estimate the model in first differences
and therefore control for time-invariant unobserved characteristics of the regions.**

The structure of the model has two particularly desirable features. First, for the years
t € [2005,2007], we can explicitly test for pre-trends. Second, for years ¢t € [2011,2019),
the series of j3; coefficients helps us to quantify a potentially dynamic impact of the im-
migration shock. Following Amior and Stuhler (2023), Delgado-Prieto (2024), Dustmann
et al. (2017), and Garin and Silvério (2024), we opt for a time-invariant treatment.””> With
a time-varying specification, it is difficult to distinguish between dynamic evolution of
outcomes and changes in measured treatment intensity. By holding treatment fixed, our
specification isolates the evolution of outcomes across regions with different total expo-

sure to the immigration shock and makes the pre-trend estimates more transparent and

ZIn Section 6, we show that our results are not driven by a particular choice of X, 2009 by employing
other regional-level variable sets.

2Our baseline specification gives equal weight to each region and therefore estimates the effect for the
average region. In Section 6, we show that the results are similar when regions are weighted by their
population aged 75 and older, giving greater weight to areas with larger potential demand for nursing
home care.

BThese studies examine settings in which treatment begins or changes sharply following a relatively
stable pre-period, allowing the same measure of total exposure to be used to trace outcomes over time.
Dustmann et al. (2017) study a commuting policy that generated a sudden inflow of Czech workers into
German regions near the Czech border, while Delgado-Prieto (2024) examines the rapid inflow of Venezue-
lan migrants into Colombia after 2015. Amior and Stuhler (2023) study the post-1988 immigration wave
to West Germany, constructing regional exposure from several national inflows and historical settlement
patterns of multiple origin groups. Outside the immigration context, Garin and Silvério (2024) construct
firm-specific exposure to the sharp decline in foreign demand during the Great Recession using Portuguese
exporters’ pre-recession product-destination composition.
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directly comparable to the post-treatment results.

When estimated with OLS, equation (5) likely yields biased results as both the change
in long-term care outcomes and foreign settlement patterns are plausibly correlated with
unobserved time-varying characteristics of the regions. To isolate exogenous variation in
AF,, we employ a shift-share instrument (Card, 2001), relying on the tendency of newly
arriving foreigners to settle in areas which are inhabited by previous generations of co-
national immigrants. To explicitly exploit the variation in foreign-born residents gener-
ated by the Eastern enlargements of the European Union, we build the instrument using
only the inflows from the EU-11 countries. We construct our instrument for the change
in the stock of foreign-born women in region r (AF;), which we label AZ,, by assigning
the country-specific change in the stock of foreign-born women on the national level®
(AS, _,) across the German regions according to the aggregate historical immigrant shares

(Sc,r,2000)3

100
AZT’ - Z Se,r,2000 ASC,—'I" (6)

DPopr,2009 =

Here, the subscript c denotes the country of origin—Bulgaria, Croatia, Czech Repub-
lic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia, and Slovenia. The
settlement share s., 2000 is region 7’s share of Germany’s total foreign-born population
from origin country c in 2000. Finally, as with the raw treatment AF;, we use the total
2009-2019 change in the predicted immigration shock from the EU-11 and normalize it
by the local population in 2009 (x 100).

We use spatial variation in foreign-born settlement as in the year 2000, which is eleven
years prior to the first labor market opening and three years before the citizens of the
tirst group of the new member states voted for EU accession. As such, the correlation
between the local labor demand during our analysis period and the initial distribution
of immigrants used to construct our instrument is plausibly limited. Importantly, before
2009, the stock of foreign-born remained essentially unchanged (see Figure 1a), reducing
the likelihood of dynamic spillovers of pre-2009 labor supply shocks (Jaeger et al., 2018).

For the first stage, we estimate the following equation:

AF, = v+ YAZ, + pX;2009 + 1r (7)

Both the treatment and the instrument are time-invariant, capturing differences in expo-

26We follow the literature and exclude the inflow to region r from the national inflow when calculating
the change in the national-level stock. In principle, this alleviates the threat that the results reflect the
influence of any particular region on the national-level inflows of foreign-born women into Germany. This
leave-one-out adjustment makes little difference to the empirical results shown in the paper.
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sure based on changes between 2009 and 2019. As a result, the first-stage relationship is
common across all years. Accordingly, the IV estimates should be interpreted as the ef-
fect of immigration induced by historical EU-11 settlement networks and the subsequent
labor market openings.”’

Recent literature has emphasized that shift-share designs rely on one of two poten-
tial identifying assumptions: the exogeneity of shocks (Borusyak et al., 2022) or the exo-
geneity of shares (Goldsmith-Pinkham et al., 2020). In our setting, we rely on the latter
condition and interpret the shift-share design as a pooled exposure framework, where the
shares capture differential exposure to a set of common shocks.?® In our context, exposure
is based on the historical foreign-born shares s, . 2000 (scaled by the region’s 2009 popula-
tion).

The key identifying assumption is that the past settlement patterns affect changes in
LTC outcomes only through their impact on subsequent increases in the foreign-born
population, and not through other channels.”” One way to assess the plausibility of this
assumption is to test for differential trends in the outcomes prior to the labor market
openings. Persistent confounders—such as long-run regional growth dynamics or dif-
ferential labor market trajectories correlated with settlement patterns—would have influ-
enced outcomes already before the labor market openings, and would therefore appear
as differential trends in the pre-reform period. In addition to testing pre-trends using the
overall instrument, we examine pre-trends for origin-specific instruments—focusing on
those countries that contribute most to the identifying variation. This check provides evi-
dence that the null pre-trends hold not only on average across the origin countries, but also
for each (major) country separately. To identify these key origins, we follow Goldsmith-
Pinkham et al. (2020) and calculate Rotemberg weights, which we report in Section 6.1.%

%7 As discussed in Section 6, the results are qualitatively similar when the endogenous treatment variable
is defined using only the change in the stock of foreign-born women from EU-11 countries. We use changes
in the total foreign-born stock as our preferred treatment because it captures the broader local labor-supply
response associated with the policy-induced EU-11 inflows, while the instrument isolates the component
of this change driven by historical EU-11 settlement patterns and the labor-market openings.

2 An alternative interpretation would treat the national origin-specific inflows as quasi-experimental
shocks. Such an interpretation requires not only that these shocks be plausibly exogenous, but also that the
instrument combine a sufficiently large number of independent shock realizations (Borusyak et al., 2022).
Our instrument is based on eleven origin countries whose inflows are economically related through the
EU expansion and common labor market openings. While introducing time-varying origin-specific inflows
would create additional origin-year observations, it would not necessarily provide additional independent
shocks because inflows from the same origin are likely to be serially related over our relatively short anal-
ysis period.

P This assumption does not require historical immigration to have had no effect on LTC outcomes.
Rather, it requires regions with different historical settlement patterns to have followed similar counter-
factual trends in the absence of the later immigration shock.

3Since the treatment is time-invariant, we calculate the Rotemberg weights using a cross-section of the
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A final identification concern relates to the measurement and impact of cross-border
commuting. Poland and the Czech Republic, the two EU-11 countries that share a bor-
der with Germany, joined the Schengen Area in 2007, eliminating border controls and
allowing daily crossings without passport checks. This facilitated commuting in border
regions, enabling workers employed in Germany to live in their home country and com-
mute, rather than settle and register in Germany. To the extent that unobserved factors
that drive cross-border commuting patterns align with historical settlement distributions,
our shift-share instrument may pick up the effects of increases in commuting (besides the
effects of immigration), potentially violating the exclusion restriction. Our main sample
therefore excludes the 24 regions along the borders with Poland and the Czech Repub-
lic. We further show that the results are robust across alternative specifications, notably
analyses that use the full sample of regions.

6 Results

In this section, we present the main empirical findings. We first show that our proposed
instrument, capturing predicted immigration from the EU-11 countries, is highly relevant
for explaining regional changes in the foreign-born population. We then examine the
effects of immigration on prices, accounting for the role of competition across market
segments and regions. We also test the sensitivity of our results to the choice of controls
and the definition of the treatment.

6.1 First-stage results

Figure 3 plots the relationship between our proposed shift-share instrument, the pre-
dicted immigration from the EU-11, and the residual change in the overall foreign-born
female population, after accounting for baseline controls. To illustrate the contribution
of larger versus smaller regions, the size of each dot is scaled by the population of the
corresponding region in 2009.

The figure shows a clear positive relationship between the predicted and realized
change in the stock of foreign-born women. Importantly, the relationship appears to be
driven by both smaller and larger regions, suggesting that it is not driven by the economic
conditions that vary systematically with market size.

Table 2 reports the first-stage results of estimating equation (7) using the instrument as

defined in equation (6). Because both the treatment and the instrument are time-invariant,

data rather than the full regional panel. We also include the baseline controls X 20g9.
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Figure 3: Relationship between predicted and realized change in stock of foreign-born
women

Realized regional inflow, foreign-born (resid.)

Predicted inflow of EU-11 (resid.)

Excluding border regions All regions

Notes: The figure plots the relationship between residual AF;. and residual AZ;., calculated from separate regressions of AZ,. and
AF; on controls X 2009. Both variables refer to the change between 2009 and 2019. The size of the points is proportional to the
regional population stock as of 2009.

the first stage is identical across years. In column (1), we regress the change in the stock
of foreign-born women on the instrument and the set of control variables using our main
sample (excluding border regions). The predicted change in the EU-11 immigrant popu-
lation between 2009 and 2019 strongly and positively predicts the change in the foreign-
born population over the same time period. When all regions are included as a robustness
check (column (2)), the first-stage relationship remains positive but is weaker, suggesting
that historical settlement patterns are less predictive of immigration changes in border
regions than in the rest of Germany. To further assess the robustness of the first-stage
relationship, we re-estimate the first stage with all regions while consecutively exclud-
ing regions with the largest populations. The results removing the most populous region
(Berlin) and the ten most populous regions, presented in columns (3) and (4), are remark-
ably stable across the samples.

Furthermore, as discussed in Section 5, we compute Rotemberg weights to assess the
contribution of each of the eleven origin countries to the identifying variation. We report
the results in Table 3; they are nearly identical when all regions are included (Table B3).

First, all origins receive positive weights (a.). Furthermore, the weights are almost per-
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Table 2: First-stage regression results

Main All regions NoTop 1 No Top 10
1) O] ®) 4)
Predicted change in stock (AZ,) 1.084*** 0.904*** 0.884*** 0.895%**
(0.140) (0.175) (0.174) (0.195)
N 353 377 376 367
K-P F-stat. 60.043 26.584 25.924 20.950
R? 0.476 0.440 0.437 0.424

Notes: Table shows the first-stage results of estimating equation (7) using the instrument as defined in equation
(6) and the controls. Column (1) uses the main sample that excludes regions bordering Poland and the Czech
Republic. Column (2) includes all regions. Column (3) includes all regions except Berlin. Column (4) additionally
removes Hamburg, Hannover region, Cologne, Munich, Bremen and Bremerhaven, Diisseldorf, Recklinghausen,
Frankfurt am Main, and the combined region of Merzig-Wadern and Saarlouis. The sample restrictions are based
on 2009 population levels. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

Table 3: Summary of Rotemberg weights

Origin Q. AS, F-stat,
Romania 0.339 196,680 28.489
Bulgaria 0.234 96,405 20.031
Poland 0.215 135,420 20.880
Hungary 0.087 50,325 28.791
Croatia 0.072 41,370 19.431
Slovakia 0.018 10,570 35.121
Lithuania 0.014 13,235 17.073
Latvia 0.012 9,570 7.541

Czech Republic 0.008 5,230 15.961
Estonia 0.001 1,215 16.535
Slovenia 0.000 230 17.109

Notes: The table reports Rotemberg weights (o), the aggregate change in the stock of foreign-born individuals
between 2009 and 2019 (AS.), and the first-stage F-statistic (F-stat.) by country of origin c. Estimation uses the
Stata package bartik_weight provided by Goldsmith-Pinkham et al. (2020) and is based on the sample excluding
regions bordering Poland or the Czech Republic. For the weights including all regions, see Table B3.

fectly explained by the size of national-level inflows—the correlation between «. and
AS, is 0.982. Finally, three countries of origin—Romania, Bulgaria, and Poland—receive
a large share (78.8%) of the weight in the estimator and therefore have the highest po-
tential to bias our results. In what follows, we also present separate pre-trend estimates

using only the variation from these countries.

6.2 Effect of immigration on prices of care

We now turn to the second-stage results on nursing home prices. Figure 4 presents the
baseline estimates excluding regions bordering Poland and the Czech Republic. For com-

parison, the figure also reports estimates for the full sample, which serve as a robustness
check.
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Figure 4: Effect of immigration on price of care and price of room/board
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Notes: The figure displays the estimated effects of immigration on nursing home prices and their 95% confidence intervals, obtained
from the second stage of equation (5), based on a sample of 353 regions (377 regions, when including border regions). The outcome
variable is defined as the change in the log price from 2009 to ¢. The treatment variable is the instrumented change in the stock of
foreign-born women per 100 inhabitants (as of 2009), measured over the period from 2009 to 2019. The estimates shown in the figure
are reported in Table B6, along with the corresponding OLS estimates and results from alternative specifications.
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Our estimates capture the supply-side effects of immigration rather than demand gen-
erated by immigrants” own consumption of nursing-home care. Since immigrants typi-
cally do not consume long-term care services, they generate essentially no shift in demand
in the nursing home market. For instance, in 2009, 99.0% of the foreign-born EU-11 pop-
ulation in Germany was younger than seventy-five, an age at which care dependency
generally becomes more common. By contrast, roughly one in ten native residents had
already reached that age. Although labor market liberalization substantially increased
the number of working-age foreign-born individuals from EU-11 countries, elderly im-
migrants continued to constitute less than 1% of the immigrant population by 2019 (see
Figure B3).

Across all panels, we find no evidence of differential price trends prior to 2009: the rise
in the relative size of the local stock of foreign-born women between 2009 and 2019 does
not impact prices of nursing care before the reform period. While estimates are somewhat
noisier when using instruments based solely on Romania, Bulgaria, and Poland—the
countries with the largest Rotemberg weights—we likewise observe no meaningful pre-
trends (Figure B4).! Taken together, these findings support our identification assump-
tion that historical settlement patterns of the foreign-born EU-11 population affect price
changes only through subsequent increases in the foreign-born population. In particular,
they suggest that an increase in work arrangements before labor market liberalization—
namely cross-border posting and self-employment—that could have been geographically
related to later immigration exposure did not influence the outcomes of interest before
2011.

Turning to the post-reform price effects, Panels (a) to (d) show that immigration re-
duces the price of care in nursing homes. By 2019, an increase of one foreign-born woman
per 100 inhabitants statistically significantly reduces the price of care services by 2.6%.
Price responses differ across care intensities. For the low care level, we find the largest
effect, with a significant decrease of 4.5% by 2019. The coefficients become slightly larger
in absolute terms over the post-reform period; however, they are not significantly differ-
ent from each other. The price effect for the medium care level follows a similar pattern
over time but has a smaller magnitude, with a price reduction of 3.3% in 2019. The point
estimates for the high care level are even smaller and significant only in some years. They
tend to decline in absolute terms after 2015; yet differences over the post-reform period

are not statistically significant. As shown in Panel (e), we find no effect of immigration

31In addition, Table B4 reports joint tests of the null hypothesis that all pre-2009 coefficients are equal
to zero for each of our main outcomes under the baseline specification. We do not reject this null for any
outcome except the log stock of ambulatory care recipients.
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on the price of food and accommodation throughout the post-reform period. Focusing
on the sample that includes border regions as a robustness check leads to less precise
estimates, but the estimated magnitudes remain comparable.

The corresponding OLS estimates, reported in Table B6, are qualitatively similar but
less negative, with magnitudes ranging from about one-third to two-thirds of those of the
IV estimates. This pattern is consistent with endogenous immigrant settlement attenuat-
ing the OLS relationship. For example, if immigrants tend to settle disproportionately in
regions experiencing stronger demand or cost pressures in the care sector, these factors
would tend to increase nursing home prices, offsetting part of the price-reducing effect of
immigration.

The pattern of results across care levels aligns with the competitive structure of the
nursing home sector. Existing evidence suggests that markups are lower for low-intensity
care, implying stronger competition (Kesternich et al., 2025). Consistent with this, we
estimate larger price responses for lower care levels than for more intensive care.??

We provide further evidence for the role of market structure by allowing the treatment
effect to vary with market concentration, measured by the Herfindahl-Hirschman Index
(HHI) in the baseline year 2009. We compute the HHI as the sum of squared facility-
level shares of regional nursing home residents in 2009 and classify regions as high or
low concentration using a threshold of 0.15. Figure 5 shows that price effects are larger
in regions with low HHI, where pre-treatment concentration is lower. This holds for
all care levels. By 2019, in low-HHI regions, an increase of one foreign-born woman
per 100 inhabitants reduces prices by approximately 3.0% for the average price, 4.9%
for the low care level, and 3.9% for the medium care level, whereas the corresponding
effects in high-HHI regions are smaller, at 1.8%, 3.7%, and 2.0%, respectively. For the high
care level, the effects are small and statistically insignificant in both high- and low-HHI
regions. As shown in Table B5, these differences between high- and low-HHI regions are
statistically significant at the 5% level for the average price and for low- and medium-level
care throughout 2013-2019, except for low-level care in 2019, for which the difference is
significant at the 10% level.

Taken together, these findings indicate that price responses to immigration are strongest
in more competitive market segments and regions with lower concentration, consistent

with greater pass-through in more competitive environments.*

32This heterogeneity may also reflect differences in immigration-induced cost reductions, or the direct
price effect of competition from alternative forms of care. We do not distinguish among these mechanisms.
3We explore two additional dimensions of heterogeneity, depicted in Figures B5 and Bé. First, we split
regions by their price level in 2009, using the median of each price measure, and find that price declines
are concentrated in regions that were initially more expensive. Second, we classify regions by whether the

26



Figure 5: Effect of immigration on price of care by pre-reform concentration
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Notes: The figure displays the estimated effects of immigration on the price of care and their 95% confidence intervals, based on
a sample of 353 regions (excluding border regions). The plotted coefficients correspond to interactions between the instrumented
treatment in equation (5) and an indicator for high versus low market concentration in 2009 as measured by HHI, where high is
defined as HHI > 0.15. The outcome variable is defined as the change in the log price of care from 2009 to t. The treatment variable is
the instrumented change in the stock of foreign-born women per 100 inhabitants (as of 2009), measured over the period from 2009 to
2019. High HHI and Low HHI samples include 56 and 297 regions, respectively. Formal tests of the differences between the estimated
effects in high- and low-HHI regions are reported in Table B5.

To put our estimates into perspective, we compare them to the limited existing ev-
idence on how immigration influences prices. Cortés (2008), for instance, shows that
a 10% increase in the share of low-skilled migrants in the U.S. labor force reduces the
price of household services by approximately 2%. In comparison, our findings suggest

a smaller effect: a 0.8% decline in the average price for each 10% increase in the share of

share of for-profit facilities in 2009 lies below or above the median. We find similar effects in regions with
both low and high concentrations of for-profit facilities.
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foreign-born women in the labor force. The estimated price effect of a 10% increase in
the share of foreign-born women ranges from a 1.3% decline for care level 1 to a 1.0% de-
cline for care level 2, with no statistically significant effect for care level 3. Given that care
prices in Germany are not fully determined by market forces, a more muted response is
not surprising.

Finally, our results are not sensitive to alternative samples, controls, weighting schemes,
or treatment definitions. Table B6 reports the full set of estimated coefficients for all peri-
ods: OLS estimates for the main sample in column (1), the baseline IV estimates in column
(2), and the robustness checks in columns (3)—(9). Including all regions in the analysis
yields somewhat less precise second-stage estimates but similar magnitudes (column (3)).
The results, including the absence of meaningful pre-trends, also remain stable when we
replace the baseline demographic controls with the fertility rate (column (4)), extend the
control set to include GDP per capita, unemployment, and the female share of the unem-
ployed (column (5)), or additionally control for East Germany (column (6)).>* Weighting
the regressions by the population aged 75 and above in 2009 produces a similar pattern
of results (column (7)).

Columns (8) and (9) consider alternative definitions of immigration exposure. In col-
umn (8), we define the endogenous treatment variable (AF,. in Eq. (5)) using foreign-born
women from EU-11 only. The estimated pattern remains similar, although the coefficients
are larger in absolute value, consistent with the narrower scale of the treatment.* In col-
umn (9), we redefine both the endogenous treatment and the shift-share instrument using
the stock of all foreign-born individuals, regardless of gender. The pattern of effects re-
mains the same, but the coefficient is roughly half as large.?® Taken together, columns (8)
and (9) show that the estimated pattern of price effects is robust to alternative definitions

3 We include this indicator because several relevant labor-market institutions and wage-setting arrange-
ments, including sector-specific minimum wages during parts of the study period, differed between East
and West Germany.

3 With the instrument and reduced-form relationship unchanged, instrumenting the smaller EU-11 com-
ponent of female immigration yields a larger coefficient per additional immigrant. We prefer the baseline
treatment because it captures the broader change in the local foreign-born female population associated
with the policy-induced EU-11 inflows. By contrast, interpreting column (8) as the causal effect of EU-11
female immigration requires a stronger exclusion restriction: predicted EU-11 inflows must affect nursing
home outcomes only through the realized increase in EU-11 women. This condition would be violated,
for example, if EU-11 inflows displaced or attracted female migrants from other origins and those changes
independently affected nursing home outcomes.

%The average change in the alternative treatment is about 2.5 times as large as the baseline treatment, i.e.
the stock of foreign-born women increases between 2009 and 2019 on average by 1.59 per 100 inhabitants
(based on the 2009 population), while the stock of all foreign-born individuals increases over the same
period on average by 4.13 per 100 inhabitants. Because both the treatment and the instrument change,
however, the difference between the two coefficients cannot be interpreted as the additional effect of male
immigration.
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of immigration exposure.

Figure C9 further shows that the estimated effects on care-level-specific prices in 2017
and 2019, the years for which these prices are imputed, remain robust across five sets of
imputation assumptions. Appendix C provides further details on the imputation proce-

dure and the alternative assumptions considered.

7 Mechanisms

Our analysis has shown that the arrival of immigrant workers decreases the price of care
in nursing homes, particularly for low and medium care levels. Guided by the conceptual
framework in Section 3, we examine the mechanisms underlying the price effects. We first
study the production-cost channel, focusing on labor costs, quality provision and scale.
We then turn to the broader care-market channel and assess the extent to which changes

in production costs are reflected in prices.

7.1 Nursing home production-cost channel
7.1.1 Labor costs

Given that labor costs constitute the largest component of production costs, we begin by
examining whether immigration affects the labor input margin of the production func-
tion. For this purpose, we use detailed data on employment and earnings in the nursing
home sector from administrative social security records and approximate labor cost per
worker using average wages.

We first examine whether immigration affects total staffing, workforce composition,
and average wages in nursing homes. The results are shown in Figure 6. We report
estimates for the main sample excluding border regions and include results for the full
sample for robustness. We show that the increase in the number of foreign-born women
does not affect employment and wages in nursing homes prior to the labor market open-
ings. Furthermore, Panel (a) indicates that the overall number of care workers in nursing
homes, measured in full-time equivalents, does not significantly change with immigra-
tion after the reform. This stands in contrast to prior work documenting positive effects of
immigration on nursing home staffing, including total employment of nurse profession-
als (Furtado and Ortega, 2026) and hours per nursing home resident (Grabowski et al.,
2026a); conversely, for registered nurses, Cortés and Pan (2014) document negative effects
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Figure 6: Effect of immigration on employment and wages in nursing homes
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Notes: The figure displays the estimated effects of immigration on the total employment (in full-time equivalents), native employment
(in full-time equivalents), the average share of foreign workers, and the average wage, along with their 95% confidence intervals,
obtained from the second stage of equation (5), estimated separately for each year from 2005 to 2019 based on a sample of 353 regions
(377 regions, when including all regions). The outcomes are defined as log differences (difference for the outcome share of foreign
workers) relative to 2009. The treatment variable is the instrumented change in the stock of foreign-born women per 100 inhabitants

(as of 2009), measured over the period from 2009 to 2019. The estimates shown in the figure are reported in Table B7, along with the
corresponding OLS estimates and results from alternative specifications.

of immigration on the stock of native workers.”” However, we observe a sizable shift in
the composition of the workforce: Panel (b) shows that an additional foreign-born woman

per 100 inhabitants reduces native employment in nursing homes by up to 11.7%. At the

%In particular, Furtado and Ortega (2026) document an increase of 21 nurse professionals per 1,000-
person increase in immigration. They further attribute part of this increase to a crowding-in of native
workers. Grabowski et al. (2026a) show that an increase of one immigrant per resident raises hours worked
per resident by 0.009 for nursing assistants and by 0.002 for registered nurses. Cortés and Pan (2014) doc-

ument large negative effects, finding that each additional foreign nurse reduces native nurse employment
by between one and two workers over a ten-year period.
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same time, Panel (c) documents that the average share of foreign workers rose sharply
following the 2011 policy change. By 2019, an additional foreign-born woman per 100
inhabitants increases the average share of foreign workers in nursing homes by 4.9 per-
centage points using the main regional sample. Alongside this shift toward a higher share
of foreign workers, average wages paid in nursing homes decline. Panel (d) documents
the causal effect of immigration on the log average wage. By 2019, an increase of one
foreign-born woman per 100 inhabitants reduces the average wage in the nursing home
sector by 3.7% in the main specification.?*

To further characterize the workforce adjustment beyond its native—foreign composi-
tion, we next examine whether immigration changes the average characteristics of nursing-
home workers. We focus on labor-market experience in Germany and age, both of which
are associated with earnings and can be measured consistently over our study period.*’
Figure 7 presents the corresponding estimates. By 2019, an additional foreign-born woman
per 100 inhabitants decreases average labor market experience by 6.6%; the effect on the
average age is smaller, at about 1.6%. Across all labor-market outcomes examined in Fig-
ures 6 and 7, the results are robust to including regions bordering Poland or the Czech
Republic, using alternative sets of controls, and adopting alternative definitions of the
treatment and instrument (see Table B?).

Notably, the timing of the price and labor market responses differs for three main rea-
sons. First, nursing home prices are negotiated in advance based on expected labor costs
(as noted in Sections 2 and 3), so anticipated cost reductions following the labor market
opening may already be reflected in lower prices in 2011, even if realized labor cost ad-
justments occur later. Second, differences in measurement contribute to a lag in observed
wage responses. Our labor market measures are constructed from administrative data

observed on June 30 of each year, while price measures refer to December 15 (see Section

3The decline in average wages is also robust to expressing wages per full-time equivalent, as shown in
Appendix Figure B7.

3'While the effect on the share of foreign-born workers gradually increases after the labor market open-
ing, the effect on wages remains relatively stable over this period, as do the price effects. One possible
explanation is that the composition of foreign-born workers changes over time. Initially, foreign workers
may have been more concentrated in lower-paid positions due to differences in recognized qualifications
and limited labor market experience in Germany. As foreign workers acquire formal recognition of quali-
fications and accumulate work experience in Germany, their wages may gradually converge toward those
of native workers, attenuating the wage effect of a further increase in their employment share. Consistent
with this explanation, Dustmann et al. (2013) document that immigrants” initial occupational and wage
downgrading diminishes with time spent in the United Kingdom.

40ur data only capture work experience in Germany, omitting any experience gained abroad. More-
over, we cannot estimate the effect of immigration on the share of assistants in nursing homes, since the
required information on qualification levels is only available following the introduction of the Classifica-
tion of Occupations 2010, i.e., from 2012 onward.
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Figure 7: Effect of immigration on the composition of the nursing home workforce
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Notes: The figure displays the estimated effects of immigration on the average labor market experience and the average age of care
workers in nursing homes, along with their 95% confidence intervals, obtained from the second stage of equation (5), estimated
separately for each year from 2005 to 2019 based on a sample of 353 regions (377 regions, when including border regions). The
outcomes are defined as log differences relative to 2009. The treatment variable is the instrumented change in the stock of foreign-
born women per 100 inhabitants (as of 2009), measured over the period from 2009 to 2019. The estimates shown in the figure are
reported in Table B8, along with the corresponding OLS estimates and results from alternative specifications.

4). Because the first labor market opening occurred in May 2011, the 2011 data likely do
not capture meaningful changes in workforce composition or wages. Finally, estimates of
labor market outcomes for 2011 and 2012 should be interpreted with caution, as the iden-
tification of care workers relies on imputed occupational codes. This is due to substantial
missing information during the transitional period from 2011 to 2012 associated with a
change in occupational coding (see Section 4). From 2013 onward, when care workers
can be reliably identified, we observe a clear and robust adjustment in wages and related
outcomes.

We then turn to worker-level data to assess the wage implications of the increased
foreign-worker share. Table 4 shows that foreign workers earn about 6.4 euros less per
day than native workers, despite being more likely to work full-time (45.6% compared
to 40.1%). Why are average wages for foreign workers lower, even though most nursing
home wages are determined by collective bargaining agreements (see Section 2)? Sev-
eral factors may contribute. First, there are differences in (recognized) qualifications and
responsibilities: foreign workers are substantially more likely to be employed as lower-
paid nursing assistants (51.6%) rather than skilled nurses, compared to natives (34.4%).
As outlined in Section 2, this may partly result from the requirement for formal recog-
nition of foreign qualifications in order to work as a nurse in Germany, a process that
can be administratively and financially demanding. Second, differences in labor market
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Table 4: Characteristics of Foreign and Native Workers, 2011-2019

Characteristic Native Foreign
Average daily wage (in euros) 62.300 55.907
Share full-time (%) 40.074  45.594
Share assistant (%) 34.446 51.551
Average labor market experience (yrs) 22.022  10.895
Average age (yrs) 42413 38.734

Notes: Values are pooled worker-year averages for care workers employed in nurs-
ing homes between 2011 and 2019, reported separately for native and foreign workers.
Workers are classified by nationality at first observation. Labor market experience mea-
sures the number of years since the worker’s first job in Germany. Because occupational
information is available only from 2012 onward, the assistant share is calculated over
2012-2019. The sample contains 151,704 distinct foreign workers and 943,314 distinct
native workers across all 377 regions.

experience in Germany might play a role: native workers have on average 22.0 years
of experience, more than twice that of foreign workers. Third, age differences might also
matter, although they are less pronounced than the difference in experience. This suggests
that foreign workers may have accumulated work experience outside Germany, which is
likely not taken into account when determining experience-based wage levels.

We examine to what extent these observable differences account for the foreign—native
wage gap. For the period 2012-2018, Table 5 shows that, conditional on employment
hours and year fixed effects, foreign workers earn about 10% less than native workers.
Adding region fixed effects and age controls widens the gap to about 13%. By contrast,
controlling for labor-market experience in Germany reduces the gap to 6.6%, while ad-
ditionally accounting for employment in an assistant position lowers it further to 3.4%.
The estimate remains unchanged when establishment fixed effects replace region fixed
effects. Thus, differences in German labor-market experience and occupational position
explain a substantial share of the lower average wages of foreign workers.

Taken together, these results point to a clear role of the labor-cost channel. Immigra-
tion increases the share of foreign workers in nursing homes, shifts the composition of
the workforce toward workers with less German labor-market experience, and reduces
average wages. At the worker level, foreign workers are disproportionately employed
in lower-paid positions and have less accumulated labor-market experience in Germany,
two factors that account for a substantial share of the foreign—native wage gap. Over-
all, the evidence is consistent with immigration reducing labor costs through changes in

workforce composition.
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Table 5: Foreign—native wage gap, 2012-2018

Dependent variable: Log daily wage
@ @) €) ©) ©) (©)

1(Foreign worker) -0.100%**  -0.124***  -0.130***  -0.066***  -0.034***  -0.034***
(0.002) (0.002) (0.002) (0.002) (0.002) (0.002)
Part-time control Yes Yes Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes Yes Yes
Region fixed effects No Yes Yes Yes Yes No
Age and age squared No No Yes Yes Yes Yes
German LM experience No No No Yes Yes Yes
Assistant position No No No No Yes Yes
Establishment fixed effects No No No No No Yes
Observations 4,503,650 4,503,650 4,503,650 4,503,650 4,503,650 4,503,237
Individuals 1,085,547 1,085,547 1,085,547 1,085547 1,085547 1,085,266
Adjusted R? 0.089 0.111 0.234 0.238 0.273 0.356

Notes: The table reports estimates of the foreign-native wage gap from a series of individual-level Mincer wage regres-
sions. The dependent variable is the logarithm of the individual daily wage. Workers are classified as native or foreign
based on their nationality at first observation. All specifications include categorical controls for employment status—full-
time, part-time, or marginal employment—and year fixed effects. Columns (2)-(5) sequentially add region fixed effects,
age and age squared, German labor-market experience and its square, and an indicator for employment in an assistant
position (i.e. low level of task requirement). Column (6) replaces region fixed effects with establishment fixed effects.
The sample comprises native and foreign long-term care workers employed in the sector between 2012 and 2018, with
non-missing information on all individual-level characteristics included in columns (1)—(5). Standard errors are clustered
at the individual level and reported in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

7.1.2 Other production margins: quality provision and scale

Beyond labor costs, immigration may affect production costs through adjustments in
other inputs or facility choices. These margins include quality provision and scale of
production.

The arrival of foreign workers could, in principle, affect the quality of care in nurs-
ing homes, which may in turn influence pricing. While Furtado and Ortega (2026) and
Grabowski et al. (2026a) find that stronger regional immigration inflows improve care
quality through higher staffing levels, we observe no change in overall staffing. Instead,
there is a shift in staff composition toward a higher share of foreign care workers, who
are more likely to work as nursing assistants, have less work experience in Germany, and
are younger than native workers. While this pattern could raise concerns about potential
quality differences, lower pay does not necessarily reflect lower qualifications, given the
potentially limited recognition of foreign credentials (as outlined in Section 2) and the fact
that experience acquired outside Germany may not be fully credited in pay scales.

Rather than inferring quality effects from changes in workforce composition, we as-
sess the impact of immigration on care provision using the inspection-based quality mea-
sures described in Section 4. These measures are based on standardized, unannounced
assessments conducted at the nursing-home level and cover a broad range of observable

care processes and organizational practices, including adequate nutrition and hydration,
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adherence to doctors’ prescriptions, and regular first-aid and emergency training for staff.
This approach differs from that of Furtado and Ortega (2026) and Grabowski et al. (2026a),
who study health outcomes among nursing home residents.*! Such outcomes may more
directly reflect resident well-being, but they also depend on underlying health, case mix,
and other factors beyond the care provided by the nursing home. Although inspections
do not capture all dimensions of resident welfare, they are more closely tied to facility
practices and provide standardized, facility-specific evidence on a broad range of care
processes and organizational practices.

To quantify the effect of immigration on care quality, we estimate equation (5) using
the (instrumented) time-invariant treatment and baseline controls. As discussed in Sec-
tion 4, the quality measures are available in three waves. To match this structure, we
adapt the main specification to the lower frequency of the data and compare the change
in the share of facility—criterion assessments with no issues identified during inspection
in waves 2 and 3 (post-labor market opening) relative to the pre-reform baseline in wave
1.%2 Analogous to the previous analyses, identifying a causal effect requires assuming that
past settlement patterns affect the change in nursing home quality only through their im-
pact on subsequent increases in the foreign-born population, and not through any other
channels. Unlike for the other outcomes, however, the standardized quality inspections
were introduced only in 2009, which prevents us from assessing the plausibility of this
assumption by examining pre-trends in the outcome prior to the labor market openings.

Figure 8 reports the main results. We find no statistically significant effect of immigra-
tion on the overall inspection-based quality measure or on the share of facility—criterion
assessments for which no issues were identified in the quality dimensions Medical and
Nursing Care, Nutrition and Hydration, Social Support and Quality of Life, or Organization
and Quality Assurance. The estimates for the total quality measure are sufficiently pre-
cise to rule out declines larger than approximately 2 percentage points in both the short
and longer term. The estimates for the individual quality dimensions are less precise,
but we find no evidence of adverse effects. By contrast, immigration is associated with
a modest improvement in resident satisfaction and autonomy: in the longer term, an ad-
ditional foreign-born woman per 100 inhabitants increases the share of facility—criterion

assessments receiving a full score in this domain by 2.8 percentage points. Estimates us-

HMortality could provide an alternative resident outcome, but it also reflects underlying health, case
mix, hospital treatment, and other factors beyond nursing home care. Moreover, the available death statis-
tics do not allow us to distinguish deaths in nursing homes from those in hospitals.

42 More precisely, we estimate the following equation separately for each wave w = {2,3}: Ashare, ., =
Oy + BuwAF, + Wy Xy 2009 + €7, Where Ashare, ,, represents the difference in the share of facility—criterion
assessments with no issues identified during inspection in region r; we take these differences between
waves w = {2, 3} (post-labor market opening) and the pre-reform baseline in wave 1.
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Figure 8: Impact of immigration on nursing home quality over short- and long-term hori-
zons
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Notes: The figure displays the estimated effects of immigration on the share of facility—criterion assessments for which no issues
were found across five quality categories, as well as across all categories, along with 95% confidence intervals. Estimates compare
changes in these shares in wave 2 (2011-2013) and wave 3 (2014-2016) relative to wave 1 (pre-2011) using two regional samples: all
regions (N=369) and a sample excluding regions bordering Poland and the Czech Republic (N=347). For data sources and variable
construction, see Appendix D; for the estimates shown in the figure, the corresponding OLS estimates and results from alternative
specifications, see Table B10.

ing the full regional sample yield similar results; furthermore, as shown in Table B10, the
results are consistent when using alternative control sets (columns (4)—(5)), an alternative
treatment and instrument definition that includes both genders (column (6)), as well as
varying thresholds for defining a criterion as satisfied (columns (7)—(8)).

Immigration may also affect average costs through scale effects if larger resident num-
bers allow providers to spread fixed costs over more units of output. If immigration leads
to an increase in the number of residents per nursing home, fixed costs, such as admin-
istrative overhead, utilities, or building maintenance, are shared by a larger number of
recipients. This would lower the average cost per resident, which might translate into
lower prices. While we do not directly observe fixed costs, we can investigate whether
immigration increases the average capacity and take-up in nursing homes, which would
enable scale effects.

To this end, we assess the impact of immigration on average nursing home capacity
and occupancy. As illustrated in Panel (a) of Figure 9, the number of available places in
nursing homes does not change with increased immigration after 2011, and no significant
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Figure 9: Effect of immigration on average nursing home (NH) capacity and occupancy

(b) Average NH occupancy (residents receiving

(a) Average NH capacity (available places) - )
care in nursing homes)

Notes: The figure displays the estimated effects on nursing home capacity and occupancy, along with 95% confidence intervals,
obtained from the second stage of equation (5), based on a sample of 353 regions (377 regions, when including border regions). The
outcomes are defined as log differences relative to 2009. The treatment variable is the instrumented change in the stock of foreign-born
women per 100 inhabitants (as of 2009), measured over the period from 2009 to 2019. The estimates shown in the figure are reported
in Table B11, along with the corresponding OLS estimates.

pre-trends are detected prior to that. Similarly, we find no effect on the average occupancy
of nursing homes in Panel (b). Furthermore, in Figure B8, we analyze a range of auxiliary
outcomes related to potential scale effects, including nursing home stock, facility entry
and exit, regional-level bed capacity, and the regional-level number of care recipients. We
find no meaningful effects of immigration on any of these margins.

In sum, we find no evidence that changes in the observed scale-related margins con-
tribute to the price decline. This finding is consistent with the employment effects doc-
umented above, which show no significant change in the number of FTE workers, and
hence no change in capacity constraints related to the staffing regulation (see Section 2).

Overall, we find no evidence that immigration reduces prices by lowering measured
quality or increasing production scale. Instead, the evidence points toward labor-cost
reductions as the primary margin within the production-cost channel.

7.2 Broader care-market effects

The second channel in the conceptual framework operates through changes in the broader
market for long-term care. Immigration may increase the availability of alternatives to
institutional care, thereby improving households” outside options and increasing com-

petitive pressure on nursing homes. In particular, a larger supply of immigrant workers
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