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Abstract:

This study exploits a natural experiment wherein temporary U.S. work
visas were randomly allocated among a population of Indian high-tech
workers in 2007 and 2008. It uses the experiment to test the effect of a
U.S. visa on an Indian firm’s location choices for its workers, and uses
that effect to test the effect of location on the productivity of those
workers. First, it finds that, at odds with many common location choice
models, location choices depend heavily on the set of options. Visa limits
cause about 30% of these workers to be sent to other countries
competing with the U.S. for talented labor. Second, it provides an
experimental estimate of the pure effect of country-of-work on the
productivity of workers from a developing country. Roughly three
quarters of the difference between the productivity of systems analysts
and programmers between the U.S. and India is accounted for simply by
the country they work in, and not by any other observable or
unobservable difference inherent to those workers, the company they
work for, or the type of work they do. Very little of that increase comes
with them when they return to India. These findings have implications for
open questions in labor, growth, international, and development
economics.
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