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Chart 7: Inflows and outflows of EU-2 citizens in Spain,
in 2004-2009 (in thousands)

Chart 8: Inflows and outflows of EU-2 citizens in Italy,
in 2004-2009 (in thousands)
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Where transitional restrictions per-
sisted, there may also have been an
incentive to remain in the host coun-
try after becoming unemployed,
due to the uncertainty of being
permitted to return once economic
conditions improved.

2.6. Temporary
mobility flows

The picture of intra-EU labour mobil-
ity presented in previous sections
mainly covers workers who are ‘usu-
ally resident’ in the receiving coun-
tries, at least for a certain time. How-
ever, cross-border labour mobility can
take other forms, for instance circular
mobility or short-term periods abroad
(from one week to a few months). In
the EU, it seems that these alternative
forms of mobility have increased in
importance over the past decade.

According to the 2009 Eurobarom-
eter on geographical and labour
mobility®, around 10% of EU citi-
zens declared that they had already
worked and lived in another country
at some time, with 51 % of them hav-
ing worked for less than two years,
and 38% for less than one year.
These shares are significantly higher
among the EU-12 citizens (respec-
tively 71 and 56 %). Other studies
confirm that recent EU-mobility is
largely characterised by short- and
medium-term moves‘'? and the size

(18)  European Commission, 2010b.

(19) European Commission, 2010a.

of compensation flows of the short-
term mobile workers back to their
country of origin also suggests that
this type of mobility is very important
(see also Section 5.5).

Considering the development of
mobility in the period 2004-07, it
seems that many workers from EU-8
and EU-2 countries did not intend
(at least initially) to remain perma-
nently in the host country (Drink-
water, Eade, and Garapich, 2009).
Rather they regarded their stay as
an opportunity to earn money, of
which a significant portion was sent
home, and to gain skills, qualifi-
cation, and status. In this respect
Pollard et al. (2008) have estimated
that, in 2008, around half of the mil-
lion EU-8 migrant that had arrived
in the UK since 2004 had already left
the country.

However, it remains difficult to accu-
rately measure short-term labour
mobility abroad from available data
(Green et al. 2009). As underlined in
Annex 1, Labour force survey data
includes only individuals who had
stayed (or who intended to stay)
at least one year in the country.
Poor data availability for short-term
mobility makes it impossible to cover
all mobile workers and constitutes a
limitation to the estimated impact of
mobility on the economies of send-
ing and receiving countries devel-
oped in Section 5. The present Sec-
tion 2.6 nevertheless is aimed at pre-
senting some evidence on temporary
mobility flows.

Circular mobility has been underlined
as a typical pattern of intra-EU movers
from EU-12, in particular from Roma-
nia to Ialy and from other EU-12
countries to Germany and Austria,
often involving seasonal work of low-
skilled manual workers (Potot, 2010).
Sectors such as tourism, agriculture, or
horticulture typically attract seasonal
workers, from Poland, Bulgaria, or
Romania, but also from non-EU coun-
tries. In the case of Germany (large
receiving countries of seasonal work-
ers from EU-12) statistics are avail-
able per year and origin country; see
Table 10. Around 300 000 seasonal
workers from EU-8 countries and Cro-
atia come to work every year in Ger-
many, with the major recent develop-
ment being the decline of the share
of Polish seasonal workers — mirrored
by the rise of the Romanians which
represent 35% of the total in 2010
compared to around 7 % in 2003.

The posting of workers is a specific
form of circular migration whereby a
worker is sent by his/her employer to
another country to work for a limited
duration. At the EU level, data on
E101 forms (the certificates produced
for social security purposes when
a worker is posted in another EU
Member State) indicate that around
1 million workers are posted yearly
(in the period 2007-2009)®,

(20) These data are analysed in detail in Euro-
pean Commission (2011a) “Posting of
workers in the European Union and EFTA
countries: Report on E101 certificates
issued in 2008 and 2009 (2011)", avail-
able at: http://ec.europa.eu/social/BlobSe
rvlet?docld=6554&langld=en.

257




EmpLOYMENT AND SociAL DeveLopmenTs IN EuroPe 2011

258

Table 10: Foreign seasonal workers to Germany by nationality, 2002-2010
2002 2003 2004 2005 2006 2007 2008 2009 2010

Persons | % | Persons | % | Persons | % | Persons | % | Persons | % | Persons | % | Persons | % | Persons | % | Persons | %
Poland 252902 | 84.8 | 265414 | 85.8 | 279961 | 86.4 | 272757 | 85.1 | 230353 | 78.2 | 224078 | 76.9 | 190582 | 68.7 | 184241 | 64.2 | 174071 | 60.9
Hungary | 4082 | 1.4 | 3361 | 1.1 | 2665 | 0.8 | 2203 | 0.7 | 1693 | 06 | 1688 | 06 | 1788 | 0.6 | 1835 | 0.6 | 1949 | 0.7
Romania | 20612 | 6.9 | 22681 | 7.3 | 24808 | 7.7 | 30642 | 9.6 | 48517 | 16.5| 53719 | 18.4| 73075 | 26.3 | 89172 | 31.1| 97517 | 34.1
Slovenia | 252 0.1 219 0.1 190 0.1 158 0.0 138 0.0 17 0.0 110 0.0 118 0.0 100 0.0
Croatia 5826 | 2.0 | 4969 | 1.6 | 4578 | 1.4 | 4520 | 1.4 | 4705 | 1.6 | 4575 | 1.6 | 4162 | 1.5 | 4248 | 1.5 | 4665 | 1.6
Bulgaria | 1492 | 05| 1434 [ 05| 1249 | 04| 1320 | 0.4 | 1293 | 0.4 | 1182 | 0.4 | 2865 | 1.0 | 3045 | 1.1 | 3520 | 1.2
gz;ﬂ;"c 2676 | 0.9 | 2130 [ 0.7 | 1881 | 0.6 | 1520 [ 05| 1169 | 0.4 | 1019 | 0.3 798 0.3 686 0.2 704 0.2
Slovakia | 10260 | 3.4 | 9260 | 3.0 | 8702 | 2.7 | 7263 | 23| 6582 | 2.2 | 4979 | 1.7 | 4190 | 1.5 | 3601 | 1.3 | 3469 | 1.2
Total 298102 | 100 | 309468 | 100 | 324034 | 100 | 320383 | 100 | 294450 | 100 | 291357 | 100 | 277570 | 100 | 286946 | 100 | 285995 | 100
Source: Bundesministerium fir Arbeit und Soziales, Germany.

Around two-thirds of recorded post-
ings originate in EU-15 and EFTA
countries and one-third in EU-12
countries. However, posted workers
represent 0.25% of the working-
age population in the EU-15 send-
ing countries compared to 0.5% in
the EU-12 sending countries, with
Poland playing a significant role as
it sent more than 200 000 posted
workers in 2009 - 92% of them
to EU-15 countries. Among EU-15
countries, Germany and France are
the largest sending countries, with
respectively 170000 and 160000
posted workers in 2009, while Por-
tugal, Luxembourg, and Belgium
also send more than 50 000 posted
workers per year.

More than 85% of posted workers
are sent to EU-15 countries, while
EFTA countries attract around 8%,
and EU-12 countries the remaining
7%. The largest receiving countries
are Germany and France, followed
by Belgium and the Netherlands.
In Germany the majority (around
three-quarters) of posted workers
are sent from EU-12 countries (mostly
Poland), and this is also the case in
the Nordic countries. In other EU-15
countries most posted workers come
from other EU-15 countries.

The recent evolution is comparable
to intra-EU mobility as analysed in
Section 2.5 (negative impact of the
weaker labour demand due to the
economic recession). Indeed, com-
pared to 2007, the data suggest
some stagnation or even decrease
in the number of postings, especially
during 2009, with France, Poland,
and Germany sending significantly

Chart 9: Posted workers, by sending country, 2009 (in thousands)
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Source: Administrative data from EU Member States and EFTA countries on E101 certificates issued to work-
ers for posting to EU Member States and EFTA countries.

Note: Data do not include E101 certificates issued for persons active in 2 or more Member States, multiple
destinations, or international transport. Figures for UK relate to April 2009 to March 2010 and figures for
Germany to 1 January 2009 to 30 November 2009.

Chart 10: Posted workers from the EU-15 and EFTA and from the EU-12,
by receiving country, 2009 (in thousands)

250

200

w
o
I

Thousands

o
S

50 11— T
[ ]

_lll-
0 -
DE FR BE NL ES CH IT AT UK LU NO SE FI PL PT CZ DK EL RO HU SK IE BG MT SI LV LT CY EE LI IS

M From EU-12 16533 26 22 5 3 13117 1 1010122 1 63 1 3 241201110000
From EU-15and EEA 56 123 69 60 59 49 37 33 27 24 12711 513 12 7 8 9 7 6 4 5 3 3 2.1 1 1 1 11

Source: Administrative data from EU Member States and EFTA countries on E101 certificates issued to
workers for posting to EU Member States and EFTA countries.

Note: Data do not include E101 certificates issued for persons active in 2 or more Member States, multiple
destinations, or international transport. Figures do not include postings from SE and CH as both countries
did not provide data disaggregated by destination country. Figures for UK relate to April 2009 to March
2010 and figures for Germany to 1 January 2009 to 30 November 2009.

fewer posted workers abroad in 2009
than in 2007. During the same peri-
od, the only notable increase was
in the number of posted workers

from Romania although the overall
numbers remain limited (26000 in
2009 or 7.5% of all posted workers
originating in EU-12 countries).
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3. VWHAT INFLUENCES

MOBILITY FLOWS WITHIN
THE EU?

3.1. Theories
of migration

In the literature on migration, different
theories analyse the motivation and
pattern of international labour mobil-
ity. For instance the push-pull approach
assumes that there exist factors which
attract immigration (pull) and others
that generate emigration (push) (Lee,
1966). In a way, this theory isolates
two aspects of the decision to migrate,
with the decision to leave the home
country being determined by push fac-
tors, and the choice of the destination
country determined by pull factors®.
The most obvious push and pull fac-
tors are income levels and employ-
ment opportunities. However, the driv-
ing factors are not only or necessar-
ily macro-economic factors. Sector-level
developments can also be important,
as has been the case in Ireland and
Spain, where the volume of residential
construction grew at more than three
times the average EU-15 pace between
1999 and 2006, providing a strong pull
factor for foreign construction workers.

Migration can also be analysed in cost-
benefit terms at the micro-economic
level, with economic agents (individu-
als or households) deciding whether
or not to migrate (Sjaastad, 1962).
Migration is then seen as a form of
investment in human capital with
the pure monetary costs (and ben-
efits) supplemented with the social,
cultural, and psychological costs (and
benefits) of migration (Zaiceva and
Zimmermann, 2008). In the follow-
ing section we start by analysing the
macro-economic drivers, moving on
to take account of other factors, and
then concluding with an analysis of
the results of recent opinion surveys.

(21) We try to separate here push and pull
factors for analytical reasons. In the real
world, it may be hard to disentangle
push and pull factors, as it is the com-
parison between the respective home
and foreign variables that matters.

3.2. Macro-economic
drivers

As already underlined in ‘Employ-
ment in Europe’ in 2008, relative
income levels seem to have been key
push factors behind intra-EU mobil-
ity, with the poorest EU-8+2 Member
States having seen the largest net
outflows of migrants to EU-15 over
the period 2004-2009 (Chart 11).

In 2010, differences in income level
within EU-27 remain large, with
Bulgaria and Romania at the bot-
tom, with a gross national income
(GNI) per capita of around 40 %
of the average EU-15 level, meas-
ured in purchasing power stand-
ards (PPS) (Table 11). Nevertheless,
Bulgaria and Romania have seen
the fastest convergence, together
with Slovakia and Poland. Also
Latvia and Estonia have seen fast

convergence, notwithstanding the
decline in their relative income
level between 2007 and 2010 as
a result of the financial crisis. In
general, the poorest EU-8+2 Mem-
ber States have seen the fastest
convergence to the EU-15 income
level — evidence that suggests that
emigration rates (i.e. emigration as
a share of the sending population)
from EU-8+2 to EU-15 will tend to
decline over the medium-term.

Purchasing power parity estimates
are important, since they take
account of the higher cost of living
in the destination country. Never-
theless, migrants can use part of
their income as remittances or for
consumption in their home country.
As a result, differences in income
at current exchange rates may also
affect migration decisions (Brucker
et al.,, 2009). At current exchange
rates, GNI per capita in 2010 was

Chart 11: Gross national income and population net outflows to the EU-15, EU-8+2
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Table 11: Gross national income per capita (PPS) in EU-8+2 Member States
(in % of EU-15 level)

change | change
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 ,04_,1‘10 ,07_,$0
Czech
Republic | 62 | 64 | 65 | 66 | 69 | 70 | 70 7 3
Estonia 48 | 52 | 55 | 58 | 58 | 56 | 56 8 2
Latvia 39 | 42 | 44 | 48 | 50 | 51 | 47 8 -1
Lithuania| 43 | 46 | 48 | 51 | 53 | 51 | 49 6 -1
Hungary | 53 | 53 | 53 | 52 | 55 | 56 | 56 3 4
Poland 43 | 45 | 45 | 47 | 50 | 53 | 54 11 7
Slovenia | 75 | 77 | 77 | 77 | 80 | 78 | 78 3 1
Slovakia | 48 | 52 | 54 | 59 | 64 | 65 | 67 19 8
Bulgaria | 31 | 32 | 33 | 33 | 38 | 39 | 39 8 5
Romania 29 30 33 36 41 41 40 11 4

Source: DG ECFIN (AMECO). Changes in percentage points.
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Chart 12: Gross national income and population net inflows from EU-8+2, EU-15
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Sources: DG ECFIN (AMECO) for GNI. Population flows estimated on the basis of Eurostat migration statis-
tics and other sources, see details in Holland et al. (2011).

Table 12: Gross national income per capita (euro) in EU-8+2 Member States
(in % of EU-15 level)

change | change

2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 ,04_,190 ,07_,%)

gzgfjhbnc 313 | 348|374 390 | 465 | 448 | 452 | 13.8 6.2
Estonia | 26.2 | 29.7 | 33.5 | 37.3 | 39.1 | 36.8 | 36.3 | 10.1 1.1
Latvia 18.1 | 20.8 | 24.2 | 30.5 | 346 | 323 | 288 | 106 | -1.8
Lithuania | 19.8 | 22.4 | 245 | 27.7 | 31.9 | 29.5 | 288 | 9.0 1.2
Hungary | 29.8 | 30.9 | 30.0 | 31.7 | 34.1 | 32.1 | 32.8 3.0 1.1
Poland 19.9 | 23.4 | 24.7 | 26.8 | 32.1 | 286 | 31.3| 114 4.6
Slovenia | 51.5 | 53.1 | 54.3 | 57.0 | 61.6 | 61.9 | 60.8 | 9.2 3.8
Slovakia | 23.2 | 25.9 | 28.5 | 33.5 | 40.0 | 41.8 | 42.1 | 18.9 8.6
Bulgaria | 10.2 [ 11.2 | 119|127 | 153 [ 165 | 164 | 6.2 3.7
Romania | 10.4 | 133 | 15.6 | 19.0 | 21.7 | 19.7 | 19.7 | 9.4 0.7

Source: DG ECFIN (AMECO). Changes in percentage points.

below 50% of the EU-15 aver-
age in all EU-8+2 Member States,
except Slovenia. Again, incomes are
converging to the EU-15 average
(Table 12).

By contrast, among EU-15 Member
States, income levels are less likely
to have been the key pull factor
(Chart 12). Migration has been redi-
rected, independently of the destina-
tion’s income level, by the economic

opportunities in the destination
countries, the transitional arrange-
ments in place during this period
(see Box 2), as well as other factors,
such as network effects (see “Other
factors influencing mobility” below).

So far, we have focused on the effect
of relative income levels on migra-
tion. However, the expected income
level is as crucial to potential migra-
tion since it has to make up for the

sunk cost of migration. The pre-
sent divergence in short- to medium-
term growth prospects of Member
States will undoubtedly affect the
flows to individual destination Mem-
ber States, particularly shortly after
the end to the transitional arrange-
ments for EU-8 mobile workers. The
expected income is evidently related
to wage and employment develop-
ments and prospects in the destina-
tion Member States. With regard
to wages, statistical issues®? have
rendered comparisons of hourly
wage data over time very difficult.
Nevertheless, Commission estimates
suggest that wages have converged
further, with average hourly gross
wages and salaries in EU-10 and
EU-2 at, respectively, 31% and 14 %
of the average EU-15 level in 2009,
compared with 24 % and 9 % in 2006.

The employment rate has acted as a
push factor, with the EU-8+2 Mem-
ber States with the lowest employ-
ment rates having, in general, seen
the largest outflows (Chart 13). On
the receiving side, the EU-15 Mem-
ber States with the highest employ-
ment rate have generally seen the
largest inflows (Chart 14, left-hand
panel), with two important groups
of exceptions (Chart 14, right-hand
panel). One group contains the Mem-
ber States with the highest employ-
ment rates (Denmark, the Nether-
lands, and Sweden), which have seen
relatively low inflows from EU-8+2
over 2004-2009. The other exceptions
are among the main attractors: Italy,
Spain, and Ireland, with employment
rates that were, respectively, the low-
est of EU-15, below the EU-15 aver-
age, and only slightly above average.

(22) Changeover from NACE Rev. 1.1 to NACE
Rev. 2.
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Box 2: The impact of the transitional arrangements on intra-EU mobility patterns

In addition to the impact of enlargement on intra-EU mobility flows described in Section 2.4, it is important to assess what has been the impact
of the various levels of openness of the labour markets of receiving countries. ‘Old" Member States had the possibility to keep restrictions to
EU law on free movement of workers during a period of transitional arrangements of maximum seven years and the choices they made had
a certain impact on the distribution of labour flows across the receiving countries.

While the restrictions applied by certain Member States may have reduced the global inflows from EU-10 to EU-15 countries (Briicker et al.
2009), most studies suggest that the main effect of the restrictions was to redirect potential foreign workers to EU-15 countries with easier
access to labour markets (Miinz and Tamas, 2006; Briicker et al. 2009; Barrell, Riley, and FitzGerald, 2010).

As far as EU-10 workers are concerned, the well-known diversion of the flows occurred from Germany and Austria (which kept restrictions
until the end of the third phase of the transitional arrangements on 30 April 2011) to the UK and Ireland, who decided to open their labour
markets from May 2004. Until the end of 2003, almost three-fifths of the EU-10 citizens living in EU-15 Member States were in Germany and
Austria; this share has decreased to 28 % at the end of 2010 (see Table 4) — mirrored by the rise of the share of the UK and Ireland, from 16 %
to around 45 % on the same period.

Nevertheless, while the link between the ‘open regime’ of the UK and Ireland and the high share they took in the inflows of EU-10 workers in the
post-accession period is quite obvious, the same effect did not occur in other countries. Despite the ease of access to the Swedish labour market
also from 2004, there was little shift in the share of EU-10 citizens resident in Sweden, suggesting that the transitional arrangements cannot fully
explain the changes. Moreover, despite the lifting of the transitional arrangements in 2006 (at the end of the first phase) in Greece, Spain, Italy,
Portugal, and Finland, there has not been a clear rise in share of EU-10 workers in any of these countries between 2006 and 2009 (see Table 4).
Finally, the UK had already received the highest inflows from the EU-8 countries in 2002 and 2003, suggesting that the distributional shift from
Germany to the UK was already an ongoing process, and one cannot attribute this entire shift to the presence of transitional restrictions.

Holland et al. (2011) have conducted econometric work to estimate the likely impact of the transitional arrangements on the distribution of
EU-8 citizens across the EU-15 versus other factors such as employment opportunities in the host country (measured by the unemployment
rate) and the earnings potential (captured by GDP per capita)". It appears from this research that transitional restrictions only explain a lim-
ited part of the evolution of the distribution of EU-8 citizens across the EU-15. For instance the lower unemployment rate in the UK (than in
the other EU-15 countries) played a relatively bigger role in attracting inward mobile workers than the ease of access to the labour market.
Nonetheless, the transitional restrictions still explain roughly 20 % of the shifts in share between 2003 and 2009 in the UK and Germany.
Holland et al. (2011) recognised that this should be considered as the lower limit of the estimated impact of the transitional arrangements, as
there remains a significant residual category in each country that cannot be explained by the model. It is possible that this partly reflects more
refined distinctions between the types of labour market restrictions across countries that the simple restriction index used cannot capture. Nev-
ertheless, these results suggest that some earlier studies may have overestimated the role of transitional arrangement in the location decision,
as they have not adequately accounted for some more traditional factors driving the location decision. While there has been a clear shift in the
distribution of EU-8 citizens across the EU-15, this shift was already ongoing prior to the 2004 enlargement, and can be explained to a large
extent by differences in the macro-economic developments within the potential destination countries. Finally some specialised researchers on
migration pointed out that the visible shift in the destination countries of EU-8 workers should not directly be interpreted as a diversion effect
due to different level of labour market access. Indeed, those who moved to the United Kingdom would not necessarily have moved to Germany
if its labour market had been opened from 2004 — notably because of their socio-economic characteristics or language skills.

Interestingly, some effects of the transitional arrangements on the distribution of EU-8 citizens across EU-15 Member States may have an impact
in the long run, notably due to the importance of network effects. Many studies have found that an existing network or diaspora is one of the
most important factors driving the destination decision of migrants (see for example Delbecq and Waldorf, 2010; Pedersen et al. 2008) and one
could expect the distribution of EU-8 citizens across the EU-15 economies to remain largely constant over time. A look at the recent evolution
of inflows (see Section 2.5) shows that in 2010 the UK remains by far the main destination country of EU-10 citizens, despite the fact that this
country has been quite affected by the economic recession. This raises the question of whether the end of the period of transitional arrangements
on 1 May 2011 will have a significant impact on mobility to Germany and Austria (the only two countries having kept substantial restrictions until
the end of the third phase) or if the UK will continue to attract most of the flows from EU-10 countries. Recent anecdotal evidence (from press
reviews) and some first analytical research® seems to indicate that, a few months after the end of the transitional arrangements, there are no
massive flows from EU-8 countries to Germany and Austria. Several sources® indicate that labour mobility to Germany is likely to increase in the
coming years given the relatively promising employment outlook there. These increased inflows could also come from the EU-15 Member States
very affected by the economic crisis (Spain, Ireland, Greece, and Portugal) and not necessarily from the EU-12 countries.

In the case of EU-2 mobile workers, it is not clear that the restrictions on labour market access through transitional arrangements had
a significant impact on the location decision in the same way as they did following the 2004 enlargement for EU-8 mobile workers. In addi-
tion to the key macro-economic developments and the ease of access to the labour markets, other factors may have determined the location
decision of EU-2 mobile workers. These may include cultural and linguistic factors, which are likely, in particular, to make Italy and Spain
attractive locations for Romanians.

(1) For more details on the methodology used and the results by individual country, see Holland et al. (2011), Section 3.6 “Estimates of the impact
of transitional arrangements on migration”.

2) See notably European Commission (2011c).

3) Holland et al. 2011; Brauninger and Majowkli, 2011.
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The Table 13 below shows the evolution of the average net growth of EU-2 nationals for each country group (based on the year when the
receiving Member States started to apply EU law on free movement for EU-2 workers). It appears that the impact of opening the labour market
early (in Finland, Sweden, and most EU-10 Member States) on net inflows from EU-2 has been very limited. As for the countries that opened
their labour markets in 2009 after the end of the first phase, the net inflows have also been very limited following the opening (Denmark, Hun-
gary) or decreased significantly compared to the previous years (Spain, Greece and Portugal) which can partly be explained by the economic
recession. Meanwhile, the countries that continued to use transitional measures have received significant inflows since 2007. In the case of
Italy, since 2007, no work permits have been required in several key sectors which can explain the strong rise in mobility from EU-2 countries.

Table 13: Average annual net growth of EU-2 nationals, by group of countries (in thousands and in % of the total resident population)

2003-2006 2007-2008 2009-2010
Group of receiving Member States in in % of in in % of in in % of
thousand [total pop.|thousand |total pop.| thousand |total pop.
Member States granting free access from 2007 2 0.00 13 0.02 10 0.01
Member States granting [Spain 137 0.32 150 0.33 21 0.05
free access from 2009 |Others 10 0.03 13 0.04 19 0.05
Member States not Italy 58 0.10 238 0.40 116 0.19
applying free movement|Others 15 0.01 70 0.03 76 0.03
Total EU-25 222 0.05 484 0.10 242 0.05

Source: DG EMPL calculations based on Eurostat migration statistics and EU-LFS (for more details see notes of Tables 3 and 4).

Note: Total resident population considered for the ratio is calculated as an average on each period. 2003-2006 corresponds to the period before accession of
EU-2 countries; 2007-2008 corresponds to the first phase of the transitional arrangements; 2009-2010 corresponds to the first two years of the second phase of
the transitional arrangements. Groups of countries based on Table 4 as follows: 1) Member States granting free access from 2007: CZ, EE, CY, LV, LT, PL, SI, SK,
FI and SE; 2) Member States granting free access from 2009: DK, EL, ES, HU, PT; 3) Member States not applying free movement: BE, DE, IE, FR, IT, LU, MT, NL,
AT, UK. ES and IT treated separately due to their size in EU-2 inflows.

In fact, since the 2007 enlargement, the main shift in the distribution of the stock of EU-2 mobile citizens has been the decline of the share
of Spain in the period 2006-2009 (from 49 % to 40 %) and the rise of the share going to Italy (from 27 to 38 %). This development can be
explained by two factors: firstly, the partial opening of the labour market in Italy from 2007 (no work permit required any more in several key
sectors) and secondly, the degradation of the Spanish labour market since 2008 (see also Section 2.5).

Beyond the effect of the transitional restrictions on the distribution of inflows, some side-effects have been observed in those countries that
retained restrictions. The restrictions appear to have encouraged irregular forms of labour mobility in the respective countries. Holland et al.
(2011) point out that some EU-8 and EU-2 citizens might have chosen alternative or illegal routes to employment. Since the free movement
per se ceased to be restricted, it would have been easy to travel on a tourist or student visa and to overstay the permitted duration and then
enter the labour market via an irregular channel. Moreover, the high proportion of self-employed amongst EU-10 workers in Germany or EU-2
workers in the UK may reflect an abuse of this channel of entry into the labour market, since self-employment became unrestricted following
accession (see Section 4.3).

Unemployment rates seem to have Chart 13: Employment rates and population net outflows to the EU-15, EU-8+2
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trigger massive outflows, at least
measured in relative terms. The
transitional arrangements, as well
as country-specific structural fac-
tors (such as the country size) may
have played a role here.
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Chart 14: Employment rates and population net inflows from EU-8+2, in EU-15 Member States
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3.3. Other factors
influencing mobility

Macro-economic factors alone do
not provide a sufficiently satisfac-
tory explanation of the diversity in
bilateral intra-EU migration flows.
Macro-economic pull factors, such
as the three-to-one ratio in wages,
have not led to a massive emi-
gration from EU-12 to EU-15, and
increased uncertainty following
the financial and sovereign crisis
may have reduced temporarily the
appetite for emigration (see Section
2.5). Moreover, transitional arrange-
ments have been, and continue to
remain, in place. Another explana-
tion is that macro-economic pull
factors are often balanced by non-
economic - social, cultural and/or
psychological - factors, such as ties
to family and friends, and concerns
about the different languages and

culture abroad. These factors may
lead potential migrants to choose a
form of temporary migration.

In some cases, however, non-eco-
nomic factors such as the existence
of community networks can rein-
force (or counteract) macro-eco-
nomic factors. Community networks
are interpersonal ties connecting
present and future migrants to
settlers in the destination country
(Massey et al.,, 1993), which can
help migrants with issues such as
housing, administration, language,
and the search for employment.
Several studies have found that an
existing network is a very important
pull factor (see for example Delbecq
and Waldorf, 2010, Pedersen et al.
2008, and Ruyssen, Everaert, and
Rayp, 2011). Due to mutual support
within the emigrated population,
this clustering may help explain why
dramatic changes in the economic

prospects of individual EU-15 Mem-
ber States have not led to an abrupt
reversal of net emigration flows.

Finally, demographic factors also
influence future intra-EU mobility
flows over the medium-term. Accord-
ing to the standard population pro-
jection by Eurostat®), the total EU-12
population in 2025 will be 3 % lower
than in 2010 with the EU-15 popu-
lation unchanged over this period.
However, for the age group 15-34
years, the decline will be 14% in
EU-15 and 29% in EU-12. The rapid
drop in this age group in EU-12
is expected to significantly reduce
the potential pool of migrants from
EU-12 to EU-15 because, in general,
migrants are fairly young, as they
need a certain period of higher
income to compensate the sunk costs
of migration.

(23) EUROPOP 2010, no migration.
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3.4. What do recent
opinion surveys say
about reasons to stay
and move?

A 2011 Eurobarometer survey of
young people (aged 15 to 35) con-
firms some of the above conclu-
sions®¥, indicating that young peo-
ple from EU-8+2 would be more
willing to work in another EU Mem-
ber State than the EU-27 average.
Unsurprisingly, young people from
the poorest Member States (Bulgar-
ia and Romania) show the highest
inclination among EU-8+2 countries
(more than 70%), while the low-
est inclination was observed in the
Czech Republic (55%, below the
EU-27 average of 57.5 %).

In 2010, a Eurobarometer survey
on geographical and labour market
mobility?® found that, of all possible
motives to work abroad, the finan-
cial one rated highest at the EU-27
level and for all EU-8+2 Member
States?®. At the EU-27 level, culture,
lifestyle, and language were also
highly rated but this was less so for
the EU-8+2 Member States, where
good employment opportunities,
and the presence of family or friends
abroad, often rated higher.

(24) Youth on the move, Flash Eurobarom-
eter No 319b, fieldwork January 2011,
publication May 2011 (European Com-
mission, 2011b).

(25)  Geographical and labour market mobil-
ity, Special Eurobarometer No 337, field-
work November - December 2009, publi-
cation June 2010 (European Commission,
2010b).

(26)  Except for Romania.

Chart 16: Age distribution of recent intra-EU movers and total active population
(aged 15-64), 2010
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Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).
Note: Recent intra-EU movers are defined as economically active working-age foreign nationals resident for
seven years or less in another Member State

Chart 17: Sex distribution of recent intra-EU movers and total active population

(aged 15-64), 2010
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4. MAIN CHARACTERISTICS
OF MOBILE WORKERS IN
THE EU

In this section the main characteris-
tics of mobile workers in the EU are
analysed with a particular focus on
the situation of working-age nation-
als from the EU-10 and EU-2 Member
States and their labour market status.

4.1. Age and gender

Before focusing on the working-age
population (15-64), it is important
to note that 85% of the EU-10 as
well as of the EU-2 nationals living
in other Member States, are of work-
ing-age® (i.e. aged 15-64) compared
to 67 % of the total resident popula-
tion®. In other words intra-EU mov-
ers from EU-10 and EU-2 countries
are more likely to be in the economi-
cally productive period of their life
than the native population.

Moreover, among those of working-
age (15-64) it appears that recent
intra-EU movers are younger than
the overall labour force in both the
sending and receiving countries (see
Chart 16) and that this is particularly
true of recent movers from EU-2 and
EU-10 countries. Persons under 35
years represent 62 % of EU-2 work-
ing-age movers and 70% of EU-10
working-age movers, compared to
only 34% in the EU-15 labour force.
Conversely, close to half of EU-15
movers are aged 35 and more.

In terms of gender (Chart 17), women
represent around 45% of the active
population in the receiving as in
the sending countries. This share is
higher among recent intra-EU movers
from EU-2 (50 %) and EU-10 countries
(47 %) but much lower among recent
movers from EU-15 countries (40 %).

(27) Estimates based on Eurostat migration
statistics combined with the EU LFS when
necessary.

(28) In the case of EU-15 mobile citizens, the
share of those of working-age (15-64) is
lower, around 75 %, notably due to the
numerous retirees living in other Mem-
ber States.

Chart 18: Labour market status of recent intra-EU movers and total population
(aged 15-64), 2010
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Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).
Note: Recent intra-EU movers are defined as working-age foreign nationals resident for seven years or less

4.2. Labour market
status and impact of
the recession

In 2010, working-age citizens from
EU-10 and EU-2 countries had a high-
er rate of employment on average
when they moved abroad than in
their countries of origin (Chart 18).
This was particularly true in the case
of EU-10 movers, with a higher rate
of employment than the origin coun-
try average (a difference of 14 per-
centage points). At the same time
they were also more likely to be
in employment than the residents
in the receiving EU-15 countries
(+9 percentage points).

As far as EU-2 movers are concerned,
their employment rate was higher
than the average in the sending
countries (+4 percentage points) but
somewhat lower than the average in
the receiving EU-15 (-2 percentage
points). This was due in particular
to a higher share of unemployed
persons among EU-2 movers (16 %),
far above the average among EU-10
movers (8 %), or amongst EU-15 total
working-age population (7 %).

It is to be noted, however, that EU-10
and EU-2 movers both had very low
rates of inactivity (respectively 18 and
21 %) reflecting the fact that the main
reason for their move abroad was
to find work. Moreover, in relation

to their main destination countries,
recent EU-2 movers had a higher
employment rate than the average
of the working-age population in
Italy and the UK, or very close to it in
other EU-25 Member States (includ-
ing Spain), with Germany being the
only exception (see Chart 20). This
means that, wherever they go, EU-2
movers tend to participate to at least
the same extent as the average local
population. The same applies to the
EU-10 movers (Chart 19), again with
the exception of Germany.

Finally, the significant gap between
the average employment rates of
EU-10 and EU-2 movers (11 percent-
age points, see Chart 18) comes most-
ly from differences in their distri-
bution across destination countries.
Indeed, when considering the main
destination countries separately, the
employment rate of EU-2 movers is
comparable to the average among
EU-10 movers® (see Charts 19 and
20). It is therefore the concentration
of EU-2 movers in destination coun-
tries having low employment rates
(Italy, Spain) which explains their
overall less favourable performance,
compared to EU-10 movers (con-
centrated in the UK and Germany,
having both relatively high average
employment rates).

(29) The case of Spain (not depicted for EU-10
in Chart 19) is interesting since in 2010
EU-2 movers have on average (58 %) a
slightly higher employment rate than
EU-10 movers (56 %).
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Chart 19: Employment status of recent EU-10 movers
compared to total working-age population (15-64)
in the main destination countries, 2010

Chart 20: Employment status of recent EU-2 movers
compared to total working-age population (15-64)
in the main destination countries, 2010
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Of course the situation depicted for
2010 is significantly affected by the
economic recession that started in
2008 and led to a strong rise in unem-
ployment, notably in countries having
received large inflows of EU-12 mov-
ers (Spain, the UK, and Ireland). Com-
paring the employment situation to
the pre-crisis period (2007), it appears
(see Chart 21) that all groups of for-
eigners have been affected (declin-
ing employment rate and increasing
share of unemployment) but it is par-
ticularly true for EU-2 recent movers.

The strong rise of the share of unem-
ployment among EU-2 movers (from
9 to 16%) is mainly due the con-
centration of EU-2 recent movers in
Spain (the EU Member State with the
highest unemployment rate in 2010)
as it accounts for 62 % of all unem-
ployed EU-2 recent movers. 26 % of
working age EU-2 movers living in
Spain are unemployed in 2010 (com-
pared to 10 % in 2007) which can be
explained by their socio-economic
characteristics (on-average young
and low-skilled) and predominance
in sectors strongly impacted by the
crisis, in particular the construction
sector. Nevertheless, it also reflects
the general labour market situation
in Spain where all groups of citi-
zenship (including Spanish nationals)
have seen their unemployment rate
more than doubled between 2007
and 2010 (Table 14).

This adverse situation has pushed
Spain to request, in July 2011, a tem-
porary suspension of free movement
of workers with regard to Romanian
workers, arguing a general market
disturbance of the Spanish labour
market (see also Box 1).

In the other main destination coun-
tries, the impact of the crisis on
the labour market situation among
EU-2 recent movers has been lim-
ited (see Table 14). For instance in
Italy, where the number of working-
age EU-2 nationals has more than
doubled between 2007 and 2010
(from 324000 to 791000, according

to EU-LFS), the share of those unem-
ployed has increased (from 6 to
9%) but their employment rate has
remained high, much greater than all
other citizenship groups.

EU-10 nationals that stayed in the
destination countries have been
affected in different ways by the eco-
nomic recession. While their unem-
ployment rate remained relatively
low in the UK, Italy, and Austria
(and evolved more favourably than
the national average since 2007), it
has strongly increased in Spain and
Ireland, the two receiving countries
most affected by the crisis.

Chart 21: The impact of the recession: labour market status of recent intra-EU
movers, compared to nationals and non-EU citizens (aged 15-64) in 2007 and 2010
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Table 14: Evolution of working-age population (in thousands) by group of citizenship and labour market status (in %),
in main destination countries of EU-12 nationals, 2007-2010
Receiving Indicator National EU-15 EU-2 EU-10 Non-EU-27
country 2007 | 2010 | 2007 | 2010 | 2007 | 2010 | 2007 | 2010 | 2007 | 2010
Total WAP (in thousand) | 36715 | 36257 | 91 115 324 791 69 115 1747 | 2267
T Employed (%) 58 56 61 60 73 69 64 67 66 61
Unemployed (%) 4 5 3 4 6 9 6 5 6 8
Inactive (%) 38 39 36 35 20 21 30 28 27 31
Total WAP (in thousand) | 26777 | 26708 | 458 576 662 754 63 79 2849 | 3143
ES Employed (%) 65 59 63 56 73 59 73 59 69 55
Unemployed (%) 5 13 7 14 10 26 (5.8) 23 10 26
Inactive (%) 29 28 30 30 17 15 21 18 21 19
Total WAP (in thousand) | 36686 | 36921 | 712 752 32 96 543 708 | 1861 | 1866
UK Employed (%) 72 70 73 69 87 77 80 81 60 60
Unemployed (%) 4 6 5 6 : : 5 5 6 8
Inactive (%) 24 24 23 25 : 17 14 14 33 32
Total WAP (in thousand) | 48459 | 47809 1480 | 1443 101 116 422 477 | 3636 | 3701
DE Employed (%) 71 73 70 70 64 67 62 65 50 52
Unemployed (%) 6 5 7 6 9 8 10 9 13 1
Inactive (%) 23 22 23 24 27 25 28 26 38 37
Total WAP (in thousand) | 2565 | 2625 107 99 14 14 175 158 134 106
IE Employed (%) 68 60 69 61 64 48 86 66 64 53
Unemployed (%) 3 9 5 10 : : 5 16 5 10
Inactive (%) 29 31 26 28 32 38 10 19 31 37
Total WAP (in thousand) | 4911 | 4925 125 143 18 37 75 80 422 421
AT Employed (%) 72 73 73 76 61 59 72 68 60 60
Unemployed (%) 3 3 (4.0) | (3.4) : 9.1) | (5.5) | (4.8) 8 7
Inactive (%) 25 24 23 21 (27.5) 32 22 27 33 33
Total WAP (in thousand) | 37207 | 37440| 806 792 30 57 32 48 1460 | 1613
FR Employed (%) 65 65 67 68 59 56 48 64 46 46
Unemployed (%) 5 6 5 6 : (11.6) | (18.6) | (9.2) 13 14
Inactive (%) 30 29 28 26 33 33 33 27 41 40
Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).
Note: '"WAP' refers to working-age population (15-64). “:” indicate figures too small to be reliable. Figures in brackets are of limited reliability. No criteria of duration
of residence applied in these tables (all working-age EU-15, EU-10, EU-2, and third-country nationals are included). As a result, some figures may slightly differ from
other tables or charts (for instance Charts 19 and 20).

As far as the EU-12 who returned home
in 2009 to EU-12 countries are con-
cerned, the ‘Mobility in Europe-2010’
report'¢® found, on the basis of EU-LFS
data, that they tend to have higher
rates of unemployment or inactivity
than ‘non-migrants’. This could be
explained by the difficult economic sit-
uation in many EU-12 countries during
2009 (with the exception of Poland)
and by the fact that the timing of
the return was often not chosen, but
imposed by economic circumstances in
the destination country (loss of job).
Moreover, the abovementioned report
points out that ‘the figures could be
misleading because of returnees not
necessarily actively looking for work
and having the income earned abroad
to support them until a job that suits
them come along'.

(30) European Commission (2010a).

4.3. Self-employed
and employees

Restrictions on workers under tran-
sitional arrangements only apply to
employees, and not to self-employed
persons. As a result several sources
suggest that there has been a dispro-
portionate share of self-employment
amongst recent movers from EU-10
and EU-2, notably to circumvent
the restrictions. Some of these self-
employed workers may be ‘bogus
self-employed’, i.e. workers that
would in normal conditions have the
status of employees.

In 2010, the share of self-employ-
ment amongst recent movers from
EU-10 and EU-2 in employment was
generally lower (see Chart 22) than
the share of self- employment in
the sending countries, and equal to,
or lower, than the share of self-

employment in the EU-15 receiving
countries. Nevertheless the share of
self-employment amongst recent
movers from EU-10 and EU-2 has
increased substantially since the same
calculation was made for 20076 (see
European Commission, 2008a).

Moreover, there seems to be signifi-
cant country differences. Compar-
ing the share of self-employment
among various groups of recent
intra-EU movers it appears that it
is much higher amongst the group
for which salaried employment is,
or has been, subject to restrictions
on the free movement of work-
ers (see Chart 23). For instance, in
the UK (whose labour market was
open to EU-10 workers from 1 May
2004), the share of self-employment
amongst EU-10 recent movers is very

(31) From 6% in 2007 to 14% in 2010 for EU-2
movers and from 9% to 12% for EU-10
movers.
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Chart 22: Share of self-employed citizens and employees among overall
employment and recent intra- EU movers (in employment) in the EU, 2010
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Chart 23: Share of self-employed and employees among recent intra-EU movers
(in employment) in selected EU-15 Member States, 2010
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low, while the share is much higher
among EU-2 recent movers upon
which restrictions apply. As far as
Germany is concerned, both EU-2
and EU-10 have faced restrictions to
their access to the labour market,
and the share of self-employment
is relatively high in both groups
(respectively 19 and 32 %).

On the contrary, Spain which
has applied free movement since
1 January 2009 to EU-2 citizens, has
a very low share of self-employ-
ment amongst the recent mobile
workers from EU-2 countries (3 %)
compared to the 8 % share in 2008
before the opening of the labour
market. Italy, for its part, has mod-
erate shares of self-employment
among EU-10 and EU-2 work-
ers, which is consistent with its
relatively open labour market.

For the UK, Kausar (2011) confirmed
that the share of self-employed
among EU-2 workers has been signif-
icantly higher than for native, EU-8,
and non-EU workers. Fellmer and
Kolb (2009) reported that in Germa-
ny, many workers from EU-8 Member
States, especially in the construction
sector, were hired by companies but
were registered as self-employed.

4.4. Employment
structure by economic
activity

The employment structure by sector
varies significantly between mobile
workers and the overall resident popu-
lation of sending and receiving coun-
tries, as well as between nationality
groups of mobile workers (Table 15).

As far as EU-15 movers are con-
cerned, they are over-represented in
the accommodation and food service
activities, professional, scientific, and
technical activities, and information
and communication. On the other
hand, they are less likely to work
in the health sector, wholesale and
retail trades, public administration,
or agriculture.

Mobile workers from the EU-10 Mem-
ber States tend to work mainly in
manufacturing, wholesale and retail
trade, accommodation, and food
service activities and are also over-
represented in construction, admin-
istrative and support activities, and
activities of households as employers
(i.e. private personnel©?),

As for mobile workers from EU-2
countries, compared to the aver-
age in the EU-15 countries, their
employment is concentrated in a lim-
ited number of sectors: construction,
activities of households as employers,
and accommodation and food service
activities. While these three sectors
represent more than half (53 %) of
all recent EU-2 in employment, their
aggregate share in local employment
in EU-15 countries is only about 14 %.

Both EU-10 and EU-2 recent movers
are under-represented in the public
administration, education, human
health, social work and professional,
and scientific and technical activities.

In terms of the share of recent intra-
EU movers of total employment in
EU-15 countries, the same patterns
can be found (Table 16). The share
of EU-2 amongst the group “activi-
ties of households as employers” is
particularly high (around 5% of all
workers in this sector in the EU-15
Member States) which is explained
by the levels recorded in Italy (11 %)
and Spain (8%). This is, however,

(32) This corresponds to the NACE Rev. 2,
Category 97 which includes the activities
of households as employers of domestic
personnel such as maids, cooks, wait-
ers, valets, butlers, laundresses, garden-
ers, gatekeepers, stable-lads, chauffeurs,
caretakers, governesses, babysitters,
tutors, secretaries, etc.
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Table 15: Employment of total resident populations, recent intra-EU movers and third-country nationals by economic activity,
2010 (% of total employment by group)

EU-15 EU-10 EU-2 Third-
Economic activity (Nace Rev. 2) Total EU-15 | Total EU-10 | Total EU-2 | country
resident | recent | resident | recent | resident | recent | “iio--ie
population | movers | population | movers | population | movers
A |Agriculture, forestry and fishing 2.9 (0.9) 8.5 3.2 21.7 6.9 3.6
B [Mining and quarrying 0.2 : 1.0 : 1.1 : (0.3)
C [Manufacturing 14.9 12.7 20.1 22.1 19.3 11.2 9.6
Electricity, gas, steam and air conditioning . .
D |supply 0.7 : 1.1 : 14
Water supply; sewerage, waste . . .
E management and remediation activities — ) L ) L : (0.2)
F |Construction 7.6 7.0 8.4 10.4 8.2 21.2 8.8
Wholesale and retail trade; repair of motor
G vehicles and motorcycles 14.1 10.3 14.5 15.0 14.0 7.2 11.4
H | Transportation and storage 49 3.8 6.2 6.2 5.2 3.6 3.5
I |Accommodation and food service activities 4.8 10.1 3.1 13.4 2.9 14.2 13.0
J [Information and communication 3.1 6.8 2.3 1.7 1.7 : 3.1
K |Financial and insurance activities 3.3 5.4 2.3 (1.1) 1.6 : 2.1
L |Real estate activities 0.8 : 0.9 : 0.2 : (0.3)
M |Professional, scientific and technical activities 5.4 9.2 3.4 2.7 2.0 (1.1) 3.6
N |Administrative and support service activities 4.3 5.5 2.6 7.2 1.9 5.9 71
Public administration and defence; . .
0 compulsory social security 75 2.1 7.0 : 5.9 ) 1.7
P |Education 7.6 7.2 7.8 2.1 4.8 : 4.3
Q |Human health and social work activities 11.5 8.9 6.2 7.1 4.7 47 8.6
R |Arts, entertainment and recreation 1.7 2.9 1.4 (1.1) 0.7 : 1.5
S |Other service activities 2.6 2.2 1.7 1.7 1.3 3.0 2.8
T |Activities of households as employers, ... 1.4 (1.5) 0.2 2.5 0.4 17.5 13.6
Activities of extraterritorial organisations . . .
U and bodies 0.1 1.8 (0.0) : : : 0.6

Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).

Note: Intra-EU movers are defined as working-age foreign nationals resident for seven years or less in another Member State. Third-country nationals are defined as working-age
foreign nationals resident for seven years or less in an EU Member State. “:" indicate figures too small to be reliable. Figures in brackets are of limited reliability. For some activi-
ties (e.g. agriculture, construction, accommodation, and food service activities) the LFS may understate the number of employed due to underestimation of seasonal workers.

Table 16: Share of recent intra-EU movers and third-country nationals among EU-15 employment by economic activity, 2010
(per 1 000 employed in activity)

EU-15 | EU-10 | EU-2 [ Third-
Economic activity (Nace Rev. 2) recent recent recent | country
movers | movers | movers |nationals

A |Agriculture, forestry and fishing (1.6) 5.8 10.5 20.0
B |Mining and quarrying : : : (20.3)
C [Manufacturing 43 7.5 3.2 10.0
D |Electricity, gas, steam and air conditioning supply : : : :
E |Water supply; sewerage, waste management and remediation activities : : : (5.8)
F |Construction 4.6 6.9 11.9 18.2
G |Wholesale and retail trade; repair of motor vehicles and motorcycles 3.7 5.4 2.0 12.7
H |Transportation and storage 3.9 6.6 3.2 11.1
I |Accommodation and food service activities 10.6 14.5 12.6 43.3
J [Information and communication 11.1 2.7 : 16.2
K |Financial and insurance activities 8.3 1.7 : 10.1
L |Real estate activities o : : (6.3)
M |Professional, scientific and technical activities 8.5 2.5 (0.8) 10.6
N |Administrative and support service activities 6.6 8.9 5.9 26.6
O [Public administration and defence; compulsory social security 1.4 : : 35
P |Education 4.8 1.4 : 9.1
Q [Human health and social work activities 4.0 3.2 1.7 12.0
R |Arts, entertainment and recreation 8.7 (3.0) : 14.2
S |Other service activities 4.3 3.3 4.9 171
T |Activities of households as employers, ... 5.2 9.2 53.6 144.5
U |Activities of extraterritorial organisations and bodies 86.5 : : 88.7

Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).

Note: Recent intra-EU movers and third-country nationals are defined as working-age foreign nationals resident for seven years or less in an EU-15 Member State.
“:" indicate figures too small to be reliable. Figures in brackets of limited reliability. For some activities (e.g. agriculture, construction, accommodation and food service
activities) the LFS may understate the number of employed due to underestimation of seasonal workers.
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Table 17: Sectoral share in employment and employment growth (2007-2010) in the EU-15 countries by group of citizenship

All EU-15 residents EU-15 foreign nationals | EU-10 foreign nationals | EU-2 foreign nationals | Third-country nationals
Sectors | Share | Share | Emp. | Share | Share | Emp. | Share | Share | Emp. | Share | Share | Emp. | Share | Share | Emp.
2007 | 2010 |growth| 2007 | 2010 |growth| 2007 | 2010 |growth| 2007 | 2010 |growth| 2007 | 2010 |growth
A 3.2 29 | -12.8 1.5 0.9 | -40.2 2.6 2.6 18.5 6.8 6.0 26.3 2.7 3.1 194
B-E 18.2 165 | -11.0 18.3 16.0 | -12.1 21.2 19.7 12.0 14.1 13.6 37.9 17.4 15.2 | -10.1
F 8.3 7.6 -9.9 9.5 8.9 -5.5 | 1441 1.1 -56 | 26,6 | 21.8 | 175 | 142 | 107 | -223
G-J 25.1 26.9 5.2 271 30.1 11.6 30.8 34.2 33.8 23.1 25.2 56.1 29.6 31.3 8.9
K-N 139 | 13.7 -35 | 16.6 | 16.6 06 | 115 | 123 | 287 6.9 7.5 | 56.1 124 | 128 6.0
0-Q 25.0 | 265 43 | 17.7 | 191 84 | 113 | 12.7 | 351 4.7 6.0 | 8.6 | 11.0 | 128 | 20.8
R-U 6.3 5.9 -9.4 9.3 8.4 -9.4 8.3 7.4 6.7 17.7 19.8 59.5 12.7 14.2 15.4
Total 100 100 -2.0 100 100 0.5 100 100 | 20.5 100 100 | 43.2 100 100 3.2

Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).
Note: No criteria of duration of residence applied in these tables (all EU-15, EU-10, EU-2, and third-country nationals in employment are included). In order to draw
a time comparison 2007-2010 and due to the modification of the sectoral nomenclature used (from NACE Rev. 1.1 to NACE Rev. 2), the sectors have been grouped
in larger categories: A: Agriculture, forestry and fishing. B-E: Mining and quarrying; Manufacturing; Electricity, gas, etc.; Water supply; sewerage, waste manage-
ment, etc. F: Construction. G-J: Wholesale and retail trade; repair of motor vehicles and motorcycles; Transportation and storage; Accommodation and food service
activities; Information and communication. K-N: Financial and insurance activities; Real estate activities; Professional, scientific, and technical activities; Administrative
and support service activities. O-Q: Public administration and defence; compulsory social security; Education; Human health and social work activities. R-U: Arts,
entertainment and recreation; Other service activities; Activities of households as employers; Activities of extraterritorial organisations and bodies.

much less than the share constitut-
ed by recently arrived third-country
nationals (14.5 %).

More generally, the recently arrived
third-country nationals have a higher
share of local employment in the
EU-15 countries than recent EU mov-
ers from EU-12 Member States — with
the exception of manufacturing and
construction (where the shares are
roughly equal).

This 2010 sectoral distribution of
employment in EU-15 has, in many
Member States, been affected by
the recession, with the sectors most
affected since 2007 being manufac-
turing, construction, and to a certain
extent, ‘other services' (see Table 17).
These declines have, however, not
substantially affected the overall sec-
toral distribution of employment in
the EU-15 countries.

As far as mobile workers from EU-10
and EU-2 are concerned, their global
level of employment in the EU-15
countries increased strongly over
the period 2007-2010 (by 20.5 % and
43.2 % respectively) due to the sig-
nificant inflows of workers. How-
ever, growth has been lowest in the
construction sector which has led to
a fall in the share of the construction
sector in the employment of EU-10
(from 14 to 11%) and EU-2 movers
(from 27 to 22%) living in EU-15
countries. This is also to a certain
extent the case within the manu-

facturing sector. On the other hand,
the sectors with the stronger growth
of employment of EU-10 and EU-2
movers have been, at EU-15 level,
trade, accommodation, food services,
transportation, and information and
communication (i.e.: mainly ‘accom-
modation and food services’ for both
EU-10 and EU-2, and wholesale and
retail trade for EU-10 workers).

4.5. Employment
structure by occupation

Around 57 % of the EU-15 recent mov-
ers are employed in high-skilled occu-
pations (ISCO Categories 1, 2, and 3),
35% in occupations requiring inter-
mediate levels of education (ISCO Cat-
egories 4 to 8), and less than 10%
in elementary occupations (ISCO Cat-
egory 9), see Table 18. This confirms
the profile of EU-15 recent movers as
being, on average, older and more
highly-skilled (see section on educa-
tional level below) than the other
groups of intra-EU movers.

The profile of the EU-10 and EU-2
recent movers is radically different:
they are concentrated in occupations
requiring low or intermediate quali-
fications, with highly-skilled occu-
pations representing only 17% of
EU-10 movers and 7% of EU-2 mov-
ers. Elementary occupations account
for as much as 40% of the EU-2
movers in employment and around
30 % of EU-10 movers as against only

10% of all jobs in EU-15 Member
States. A similar over-representation
can be found in ‘plant and machine
operators and assemblers’ among
the EU-10 movers and for the ‘craft
and related trade workers’ among
the EU-2 movers.

The occupational distribution among
recently arrived third-country nation-
als is different, with a higher share of
highly-skilled occupations (22.6 %).
At the other end of the skill spec-
trum, few are employed as ‘craft and
related trades workers’ and ‘plant
and machine operators and assem-
blers’ while the categories ‘service
workers and shop and market sales
workers’ (21.5%) and ‘elementary
occupations’ (32%) are by far the
most popular among recently arrived
third-country nationals.

This occupational distribution on the
basis of citizenship is also visible in
the share of recent intra-EU movers
in total employment in EU-15 Mem-
ber States, by occupation (Table 19).
The occupations in which the EU-10
recent movers have the highest share
of total employment are the elemen-
tary occupations (16 out of 1000 jobs
in EU-15) followed by ‘plant and
machine operators and assemblers’
(10 out of 1 000 jobs in the EU-15)
and by ‘craft and related trade work-
ers’ and ‘service workers and shop
and market sales workers’. In all
other occupations, they have a very
low share of total employment.
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(% of total employment by group)

Table 18: Employment of total resident populations, recent intra-EU movers and third-country nationals by occupation, 2010

EU-15 EU-10 EU-2 Third-
; Total Total Total
Occupation (ISCO) resident nﬁg\fefs resident rEg\-/lz(r)s resident mEol{/-ezrs nczgclij:rggis
population population population

Legislators, senior officials and
1 managers 9.0 12.6 6.9 4.8 3.4 1.5 4.4
2 |Professionals 14.8 27.6 15.2 6.6 11.8 2.5 11.4
3 [Technicians and associate professionals 17.6 16.8 14.9 5.2 9.7 3.3 6.7
4 |Clerks 11.7 7.8 7.6 4.7 5.6 2.5 5.8

Service workers and shop and market
5 |sales workers 14.6 14.4 13.0 16.9 13.3 15.9 21.5
6 |Skilled agricultural and fishery workers 2.5 1.4 6.9 1.1 17.1 2.5 1.3
7 |Craft and related trades workers 12.4 8.1 15.9 15.6 15.7 24.0 10.8

Plant and machine operators and
8 assemblers 7.3 4.1 11.7 14.5 11.7 7.5 6.0
9 |Elementary occupations 10.0 7.3 7.8 30.5 11.8 40.4 32.1

Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).
Note: Recent intra-EU movers are defined as working-age foreign nationals resident for seven years or less in another Member State. Third-country nationals are
defined as working-age foreign nationals resident for seven years or less in an EU Member State.

Table 19: Share of recent intra-EU movers and third-country nationals among EU-15 employment by occupation, 2010
(per 1 000 employed in occupation)

Occupation (ISCO)

Legislators, senior officials and managers

Professionals
Technicians and associate professionals
Clerks

Service workers and shop and market sales workers
Skilled agricultural and fishery workers

Craft and related trades workers

LCooNOUTEA WN =

Elementary occupations

Plant and machine operators and assemblers

Third-countr
EU-15 movers | EU-10 movers | EU-2 movers nationals y
71 2.8 0.7 7.8
9.5 2.2 0.7 12.2
4.8 1.4 0.8 5.9
3.4 2.0 0.9 7.8
5.0 5.9 4.6 23.3
2.8 2.3 4.3 8.4
3.3 6.4 8.3 13.7
2.8 10.1 4.4 12.7
3.8 15.9 17.3 50.1

Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).

Note: Recent intra-EU movers and third-country nationals are defined as working-age foreign nationals resident for seven years or less in an EU-15 Member State.

As for the EU-2 recent movers, they
fill 17 out 1 000 jobs in elementary
occupations and 8 out of 1 000 jobs
for ‘craft and related trade workers’,
but account for a negligible (less than
0.1 %) share of total employment in
the first four occupations listed in
Table 19, i.e. those that require high-
er (or intermediate) qualifications.

For their part, EU-15 recent movers
have a relatively high employment
share amongst professionals (around
1%) and legislators, senior officials,
and managers (0.7 %).

Finally, recently arrived third-country
nationals fill 50 out 1000 jobs in
elementary occupations and 23 out
of 1000 in ‘service workers, shop and
market sales workers’. For all other
occupations, their share in total
employment in EU-15 Member States
is around or lower than 1%.

4.6. Educational
attainment

The skill level of mobile workers is
particularly important in terms of
assessing the impact of mobility flows
on the economies of the sending and
receiving countries. The departure
of large numbers of highly skilled
workers may have a negative impact
for the sending country in terms of
“brain drain” while, for the receiving
countries, an inflow of high-skilled
workers will tend to raise overall pro-
ductivity. Inflow of low-skilled work-
ers may also be positive for receiving
countries, if they enter occupations or
sectors with labour shortages.

It should be noted that the analysis
developed below is based on the
highest educational attainment as
declared in the Labour force sur-

vey which may imply certain caveats.
Indeed, this source has some prob-
lems in recording the educational
attainment of foreigners, in particu-
lar if qualifications were obtained
outside the host country. More gen-
erally, educational attainment is the
most commonly used proxy for ‘skill
level’. However, this proxy does not
take account of an individual’s expe-
rience or their on-the-job training.
Around 22% of EU-10 recent mov-
ers have a high educational attain-
ment, 61% are medium-skilled, and
around 17 % low-skilled (Chart 24).
EU-2 recent movers are, on average,
less qualified with only 14% having
a tertiary education, half of them
secondary education, and the rest
(34%) being in the low-educated
category. Therefore, as far as send-
ing countries are concerned, there
does not seem to be a strong brain
drain effect given that the share of
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the high-skilled persons among the
EU-10 recent movers is lower (22 %)
than the share in the origin coun-
tries’ active population (25%). This
is even more so where EU-2 recent
movers are concerned, with a highly
educated share of 14 %, much below
the 19% in the origin countries’
active population.

Compared to the labour force in the
receiving countries (EU-15), the share
of those having a medium level of
education among EU-10 and EU-2
recent movers is significantly higher.
However, the share of highly-educat-
ed is higher in the active population
of EU-15 (29 %) than among EU-10
(22%), and especially EU-2 recent
movers (14 %).

Finally, a large gap between the two
groups of recent movers exists at the
lower skill level. For the EU-10 recent
movers the share of low-educated is
much lower (17 %) than in the aver-
age EU-15 population (26 %), while
for the EU-2 recent movers it is much
higher (34 %). The educational attain-
ment pattern of EU-15 movers is com-
pletely different since almost half of
them are highly-educated (49 %).

A comparison of the occupational
distribution of recent EU movers
compared with their levels of edu-
cation suggests a significant ‘down-
skilling’ of recent movers from the
EU-10 and EU-2 countries®. This is
especially true for EU-10 recent mov-
ers, 30% of whom work in elemen-
tary occupations even though only
17 % are categorised as low-skilled.

At the other end of the skills spec-
trum we see that, for both EU-10 and
EU-2 recent movers, the proportion

(33) This comparison has already been made
in the 2008 version of ‘Employment in
Europe’ (see chapter 2) and is based on
a classification of ISCO occupations in
three groups: those requiring high skills
(ISCO 1-3), those requiring intermediate
skills (ISCO 4-8) and the low-skilled occu-
pations (ISCO 9). The share of each group
of occupations is compared to the dis-
tribution of the educational level: high
skilled (ISCED 5-6), medium (ISCED 3-4)
and low (ISCED 0-2). For more details, see
correspondence table in ‘Employment in
Europe -2008’, page 104.

Chart 24: Educational attainment of recent intra-EU movers and total active
population (aged 15-64), 2010

EU-2 movers

EU-2

Total EU-2 population

EU-10 movers

EU-10

Total EU-10 population

EU-15 movers

EU-15

Total EU-15 population

B Medium W High

Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).
Note: Recent intra-EU movers are defined as economically active working-age foreign nationals resident for

seven years or less in another Member State.

50 60 70 80 920 100
% of total

of those who are high-skilled (respec-
tively 22 and 14 %) is higher than
the proportions in occupations
that require high-skills (respectively
17 and 7 %). Overall, the data on
recent EU movers working in occupa-
tions requiring less than their educa-
tional level (e.g. high-skilled working
in intermediary and low skilled occu-
pations and medium-skilled working
in low skilled occupations) suggests
that the share of workers employed
in occupations below their qualifica-
tions level is over 30% for EU-10 as
well as for EU-2 recent movers®4.

What explains this so-called down-
skilling? According to Holland et al.
(2011), the fact that many recent
EU movers from EU-10 and EU-2
countries have come for a limited

(34) One can also calculate the share of recent
EU movers working in occupations that
require in theory a higher educational
attainment than the one they currently
have (low-skilled working in intermedi-
ary and high-skilled occupations and
medium-skilled working in high skilled
occupations). It gives the following fig-
ures: 18.5 % among EU-2 workers and
15.8% among EU-10 workers. It should,
however, be noted that most of these
“theoretically under-qualified” workers
are low-skilled workers in the following
occupations: ‘craft and related trades
workers’, ‘plant and machine operators
and assemblers’, and ‘services workers
and shop and market sales workers’. This
shows the limitation of the correspond-
ence established between educational
(ISCED) and the occupation (ISCO) clas-
sifications since the I1SCO occupations at
1-digit level are broad categories which
include jobs requiring very different
levels of skills.

duration, mainly to take advantage
of better employment prospects
and higher salaries than in their
countries of origin, could explain
why they have been inclined to
accept lower skilled jobs than they
would have in their home coun-
try. In order to explain why many
high-skilled recent movers are not
employed in high-skilled occupa-
tions, Wadsworth (2010) suggests
the same reasons, but also points
out the possible unwillingness of
employers to employ EU-8 and EU-2
citizens in high skilled jobs given
difficulties in both language and a
lack of information about the value
of qualifications and skills acquired
in another country (or difficulties in
having them formally recognised).

Finally, the recession and its impact
on return mobility may have influ-
enced the educational composi-
tion of EU movers. The ‘Mobility in
Europe-2010’ report’®” found, on the
basis of EU-LFS data, that the return
migration in 2009 was disproportion-
ate among those with upper second-
ary level qualifications rather than
those with tertiary education or only
basic schooling. This finding could
be consistent with the recession hit-
ting those with vocational qualifica-
tions working in manufacturing and
construction in particular.

(35) European Commission (2010a).
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4.7. Other labour-
related characteristics

In terms of working time, recent
intra-EU movers seem to follow the
overall pattern in the EU-15 receiving
countries, with around 20 % working
part-time and the rest working full-
time (Chart 25), although somewhat
more EU-2 movers tend to work
part-time (23 %).

In terms of the type of work contract
(Chart 26), one-third of EU-2 recent
movers (being employees) have fixed-
term contracts, compared with 15 %
of EU-10 recent movers, and 19 % for
EU-15 recent movers. The high share
of fixed term contracts among recent
EU-2 movers is linked to the substan-
tial proportion of them working in
Spain where some 25 % of contracts
are fixed term (the highest propor-
tion in the EU). In fact in Spain over
50% of EU-2 employees have fixed
term contracts.

With regard to EU-10 movers, it is
important to note that their share
of fixed-term contracts is low due
to their low share (9 %) in the main
destination countries, the UK and Ire-
land. In these countries, the distinc-
tion between fixed-term and indefi-
nite duration contracts cannot be
interpreted in the same way as other
Member States since there is a low
level of protection against dismissal,
whatever the form of contract. In
other main receiving countries, the
share of fixed-term contracts among
EU-10 employees is much higher
(around 30% in Germany and 25% in
Austria and Italy).

Chart 25: Share of full-time and part-time jobs among recent intra-EU movers and

total employment, 2010
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EU-10 movers
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% of total
Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).

Note: Recent intra-EU movers are defined as working-age foreign nationals resident for seven years or less
in another Member State.

Chart 26: Share of fixed-term contract versus indefinite duration contract, among
recent recent intra-EU movers and total employees, 2010

o Indefinite duration m Fixed-term contract
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Source: DG EMPL calculations based on Eurostat, EU LFS (annual averages).

Note: Recent intra-EU movers are defined as working-age foreign nationals resident for seven years or less
in another Member State.
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5. EcoNnomic IMPACT
OF INTRA-EU MOBILITY

5.1. Economic growth,
GDP per capita

Economic theory predicts that migra-
tion will affect (potential) GDP: in
the receiving country, labour migra-
tion increases the labour force and
is, as a result, expected to raise GDP
while the opposite is true for the
sending country.

Intra-EU mobility can raise the over-
all EU GDP if it improves labour
allocation, through a better match
of workers’ skills and job vacancies,
which would boost overall produc-
tivity. While changes in the labour
force affect GDP, migration does not
necessarily change GDP per capita
significantly. It is even likely that GDP
per capita in the receiving country is
reduced initially. As it takes time for
the capital stock to adjust, productiv-
ity could fall initially.

Over time, GDP per capita can be
expected to rise again as the share of
the working-age population (in the
total population) is boosted by the
immigration of mostly young work-
ers (D'Auria, Mc Morrow, and Pichel-
mann, 2008). The extent of these
effects depends, however, on the skill
characteristics of the migrant popula-
tion and how these relate to the skills
of the native population and the job
vacancies in the receiving countries.

Most empirical studies analysing the
economic impact of migration con-
firm these theoretical expectations.
This is also the case with studies
analysing specifically the recent EU
enlargement(s), such as D'Auria, Mc
Morrow and Pichelmann, 2008, Bruck-
er et al., 2009, and Baas, Brlicker and
Hauptmann, 2009. These studies find
a significant long-term increase in EU
GDP and EU GDP per capita (both
of 0.2-0.3%) following the intra-EU
population flows since 2004. For EU-15
Member States, these studies predict
a slightly higher (long-term) increase

in GDP (0.3-0.4%), but also a minor
decrease in GDP per capita, as a result
of migration from EU-8. EU-8 countries
would, in turn, see a sizeable decrease
in GDP (of 1-2%), but a slight increase
in GDP per capita (0 to 0.5 %).

In what follows, the focus will be on a
recent analysis by Holland et al., 2011.
This study simulates the impact of the
observed flows from EU-8+2 to EU-15
over the period 2004-2009, using the
National Institute Global Economet-
ric Model (NiGEM). The estimates of
long-term effects are based on the
assumption that all the population
shifts that have occurred up to 2009
were permanent, with no further
assumptions about population shifts
since then®®, The GDP impact for an
individual Member State is evidently
closely related to the relative size of
the net cumulated population flows
from/to that Member State, relative
to the size of the domestic popula-
tion. The simulation results presented
in Table 20 have also been fine-tuned
to take account of the age structure
of the migrants relative to the host
and sending countries®”,

According to Holland et al., 2011,
the population flows have raised the
long-term level of EU-15 potential
output by up to 0.9%, with flows
from EU-8 and EU-2 each contributing
about half of the impact. This impact
seems very large compared to the
studies cited above. However, those
studies considered only the migration
flows up to 2007 and were restricted
to the impact of flows from EU-8 to
EU-15. The exception to the latter
restriction was Brucker et al., 2009,
which estimated a long-term EU-15
GDP effect of 0.3% for EU-2 flows,
adding up to a total effect of 0.6 %
for EU-8+2. Taking into account the

(36) Annex 2 provides more information on
the econometric background to Holland
et al., 2011.

(37) Section 4, on the characteristics of
mobile citizens, showed that the share
of 15-64 age olds is larger in the migrat-
ed than in the native population. An
adjustment, based on the EU LFS sta-
tistics, was appropriate as a result. The
study also fine-tuned for differences in
productivity levels. These results are not
presented here.

flows over two more years would
then yield a larger GDP effect given
that about one-third of the present
stock of EU-8+2 migrants in EU-15
have arrived since 2007 (see Section 2,
on the extent of intra-EU mobility).

According to Holland et al., 2011, the
biggest boost to GDP came from pop-
ulation flows to Ireland and the UK
from EU-8 and to Spain and Italy from
EU-2. However, the long-term impact
on GDP per capita of EU-15 Member
States is expected to be negligible.

The shock to the sending countries
is seen to have been much larg-
er than to the receiving countries.
The biggest effects are estimated
to have been in Bulgaria, Romania,
and Lithuania, where the potential
level of output may be permanently
reduced by 5-11%. Also for Latvia
and Estonia, the reduction will reach
3% of potential output. However,
the impact on GDP per capita is sig-
nificantly smaller — though it remains
negative in most of the sending coun-
tries. GDP per capita may decline by
0.5 to 3% for Romania, Bulgaria,
Latvia, Estonia, Lithuania, and Slo-
vakia. The study concluded also that
remittances can partially offset the
negative growth impact in the short
to medium term. However, remit-
tances cannot mend the longer-term
problem of lower potential growth
as a result of lower labour input.

Holland et al., 2011, also developed
a model of the location decision of
the mobile workers from EU-8+2
to EU-15, which makes it possible
to assess the role of the transi-
tional arrangements in the location
decision, taking account of macro-
economic and demographic develop-
ments (see main results in Box 2).
One of the findings is that the
long-term effect of the transitional
arrangements can be expected to
raise the potential level of output
in Ireland, the UK, and Sweden by
0.1% or more. By contrast, they
are expected to reduce the level
of potential output in Germany,
Austria, Belgium, and Denmark by
at least the same amount.
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Table 20: Long-term impact on output of EU-8+2 migration to EU-15, age adjusted
EU-8 migration to EU-15 EU-2 migration to EU-15
GDP per capita GDP per capita

Belgium 0.4 0.1 Belgium 0.3 0.1
Denmark 0.6 0.1 Denmark 0.1 0.0
Finland 0.2 -0.0 Finland -0.1 -0.1
France 0.0 0.0 France 0.1 0.0
Germany 0.2 0.0 Germany 0.1 -0.0
Greece 0.1 0.0 Greece 0.6 0.1
Ireland 3.0 0.0 Ireland 0.3 0.0
Italy 0.2 0.0 Italy 1.3 0.1
Netherlands 0.3 0.0 Netherlands 0.1 0.0
Austria 0.4 0.0 Austria 0.5 0.0
Portugal 0.1 0.0 Portugal 0.3 0.0
Sweden 0.4 -0.0 Sweden 0.0 -0.1
Spain 0.2 0.0 Spain 1.7 0.1
United Kingdom 1.2 0.2 United Kingdom 0.2 0.0
EU-15 0.4 0.1 EU-15 0.4 -0.0
Czech Republic -0.2 0.1 Bulgaria -5.4 -1.7
Estonia -3.0 -0.7 Romania -10.6 -3.1
Hungary -0.4 0.2 EU-2 -9.4 -3.0
Lithuania -6.0 -1.4

Latvia -3.3 -0.7

Poland -1.8 0.7

Slovenia -0.4 -0.1

Slovakia -2.3 -0.5

EU-8 -1.5 0.4

Source: Holland et al., 2011. Estimates not available for LU (see annex 2).

It should be noted that the studies
referred to above, when estimat-
ing the impact of intra-EU mobility
on GDP, only consider in their cal-
culations foreign workers that are
‘usually resident’ in the destination
country. This is mainly due to data
availability. Therefore ‘posted work-
ers’ (see Section 2) are not taken into
account. The same applies to sea-
sonal workers and short-term mobile
workers who are not picked up in
population statistics.

5.2. Labour market

While the impact of migration on
potential output of receiving coun-
tries is estimated to be positive, even
in per capita terms, migration con-
tinues to raise concerns regarding
the labour market impact for native
workers in EU-15 Member States. At
the current stage, a basic graphical
or statistical analysis of recent labour
market developments in EU-15 Mem-
ber States will not be able to single
out the impact of immigration, as
the effects of the crisis still dominate
labour market developments.

Theoretically, an increase in the
labour supply due to immigration
lowers the price of substitute fac-
tors and raises the price of comple-
mentary factors. The labour market
outcome in the receiving country
depends, as a result, on the degree
of substitution between the skills of
immigrants and natives. In an open
economy, the subsequent expan-
sion of labour-intensive activities
renders the overall labour market
outcomes uncertain.

Immigration may in any case have
positive labour market effects in
terms of relieving labour shortages
in segments where native work-
ers are absent. Moreover, migrants
react fast to regional differences
in economic opportunities, increas-
ing labour market efficiency (Diez
Guardia and Pichelmann, 2006). One
caveat is that the standard theo-
ry assumes that wages adjust and
labour markets clear.

As migration is a growing phenom-
enon worldwide, research on its
labour market impact has expand-
ed significantly. This literature has

been comprehensively surveyed in
Okkerse, 2008, while two meta-
analyses of the literature can be
found in Longhi, Nijkamp, and Poot,
2008, and Longhi, Nijkamp, and
Poot, 2010. A general conclusion,
common to most studies, is that
the wage and employment effects
of an immigration shock are very
small. Effects that do exist tend
to be short-term and concentrated
on natives or past immigrants who
are close substitutes to these immi-
grants in labour market terms (Kerr
and Kerr, 2011).

For an empirical assessment of the
labour market impact of increased
intra-EU mobility following the
recent EU enlargement(s), we
return to the four studies ana-
lysed under the GDP impact (Sec-
tion 5.1). These confirm the very
limited long-term impact of post-
enlargement mobility flows on
real wages and unemployment. In
general, they find a short-term
decline in real wages and a short-
term increase in unemployment in
Member States that have received
large inflows.
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As a result of the inflow from EU-8,
Holland et al., 2011, found a sig-
nificant negative long-term effect on
real wages in Ireland (-1.6%) and
the UK (-0.4 %), while for EU-15 as a
whole, the long-term effect on real
wages is comparable to the findings
of D'Auria, Mc Morrow and Pichel-
mann, 2008, at -0.1 to -0.2%. As for
the inflow from EU-2, Holland et al.
(2011) estimated that it had a larger
effect on real wages, specifically for
Spain and Italy (-0.7 % for both coun-
tries), but also for EU-15 as a whole
(at -0.3%). By contrast, an increase in
real wages, as a result of the popula-
tion outflows, is seen in sending coun-
tries (only for those for which wages
were modelled in NiGEM). As for the
long-term impact on unemployment
rate, Holland et al. (2011) estimated
that it is very small (at maximum 0.1
percentage point), for inflow from
EU-8 as for inflow from EU-2.

One caveat is that these results may
suffer from an aggregation bias and
results for specific skill groups, sec-
tors, or occupations may differ sig-
nificantly from the aggregated results
(Kahanec, Zaiceva, and Zimmermann,
2009). D’Auria, Mc Morrow, and
Pichelmann, 2008, and Bricker et
al., 2009, also present disaggregated
results that show that the employ-
ment effect for low-skilled workers
would be larger than for the aggre-
gate in EU-15 (negative) and in EU-8
(positive). However, in the long-run,
most studies find that the employ-
ment effects are rather moderate,
even for less-skilled workers (see also
Baas, Brucker, and Hauptmann, 2009).

Finally, the caveat on the non-inclu-
sion of postings, seasonal workers,
and other short-term mobile workers
(see GDP impact) also holds here.

5.3. Public finances
and welfare system

There is a degree of public concern
that the generosity or accessibility
of the welfare state may influence
migrants’ decisions when choosing
the country of destination. However,

Brucker et al., 2009, conclude that con-
cern about welfare abuse by EU-8+2
immigrants is probably misplaced. The
study found limited evidence with
respect to the impact of immigration
on the welfare systems. The higher
dependency among immigrants on
non-contributory allowances®® can be
explained by the characteristics of
immigrants — mainly their education
level, age, and number of children.
After controlling for such character-
istics, Barrett and Maitre, 2011, also
find that rates of welfare receipts for
EU-born migrants are about equal or
less than for natives.

The overall impact of intra-EU mobil-
ity on public finances goes beyond
the issue of welfare disbursement. In
general, empirical studies estimate
the net fiscal impact of immigration
to be very small and slightly positive
(Kerr and Kerr, 2011, and Rowthorn,
2008). This also seems to be the
case for immigration from EU-8+2
to EU-15 (D’Auria, Mc Morrow, and
Pichelmann, 2008).

In practice the net fiscal impact of
an individual migrant depends on
that person’s age, education, and
duration of stay. The extent of tem-
porary migration in the flows from
EU-8+2 to EU-156¢% would tend to
have a positive fiscal effect in so
far as migrants return home before
being entitled to specific benefits.
In a longer-term perspective, how-
ever, intra-EU mobility may put the
public finances of EU-8+2 Member
States under pressure in so far as
large outflows of young citizens dis-
tort the population balance between
those of working age and those no
longer working (Kahanec, Zaiceva,
and Zimmermann, 2009).

(38) Non-contributory allowances are social-
insurance schemes for which entitle-
ment is not linked to prior contributions;
examples: housing and family allow-
ances and transfers targeted to groups
which are exposed to the risk of social
exclusion.

(39) See Section 4, on characteristics of
mobile workers in the EU.

5.4. Brain drain or
brain gain?

The effect of outflows of high-
skilled citizens on potential growth
of the sending countries has
sparked concerns. However, this
traditional brain-drain assumption
has been challenged by some theo-
ries and observations. The so-called
‘brain-gain’ assumption states that
the possibility of future migration
induces people to get more educa-
tion (Gibson and McKenzie, 2011).
Moreover, temporary and return
migration, which is large in the
flows from EU-8+2 to EU-15, may
be seen as an investment in lan-
guage and other new skills and in
professional networks. These skills
can be transferred back home on
returning (Kahanec, Zaiceva, and
Zimmermann, 2009).

Section 4, which addressed the char-
acteristics of mobile workers in the
EU, concluded that there was little
evidence of a strong brain-drain
effect in the migration from EU-8+2
to EU-15, since the share of high-
skilled persons amongst mobile citi-
zens is lower than the share in the
origin countries’ active population
for EU-8. This is even more the case
as far as EU-2 mobile citizens are
concerned. Moreover, the outflow
of skilled labour is somewhat com-
pensated by an improvement of the
education level among the EU-8+2
population, with EU-8+2 tertiary
attainment rates for 30-34 year
olds catching up with the rest of
the EU (Table 21). The increase of
tertiary attainment rates between
2004 and 2010 was faster than
the EU-27 average in each EU-8+2
Member State, except Bulgaria.
In the case of Estonia, Lithuania,
Poland, and Slovenia, this attain-
ment rate already exceeded the
EU-27 average in 2010. Never-
theless, the absence of a general
brain-drain effect does not pre-
clude such effects in specific sectors,
such as the medical profession in
Poland, where regional problems
are observed (Kaczmarczyk, 2010).
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Table 21: Tertiary educational attainment, age group 30-34 years

2004 2005 2006 2007 2008 2009 2010
EU-27 26.9 28.0 28.9 30.0 31.1 32.3 33.6
Bulgaria 25.2 24.9 25.3 26.0 27.1 27.9 27.7
Czech 12.7 13.0 | 131 133 | 154 | 175 | 204
Republic
Estonia 27.4 30.6 32.5 33.3 34.1 35.9 40.0
Latvia 18.5 18.5 19.2 25.6 27.0 30.1 32.3
Lithuania 31.1 37.9 39.4 38.0 39.9 40.6 43.8
Hungary 18.5 17.9 19.0 20.1 22.4 23.9 25.7
Poland 20.4 22.7 24.7 27.0 29.7 32.8 35.3
Romania 10.3 11.4 12.4 13.9 16.0 16.8 18.1
Slovenia 25.1 24.6 28.1 31.0 30.9 31.6 34.8
Slovakia 12.9 14.3 14.4 14.8 15.8 17.6 22.1

Source: Eurostat, Europe 2020 indicators (t2020_41)

Table 22: Remittance and compensation flows received by EU-8+2 Member States,
in % of nominal GDP

Period| Origin | BG | CZ | EE | LV | LT | HU | PL | RO | SI SK
99-03 | world | 45 | 05|02 | 12| 05|05|08|03]|10]03
04-07 | world | 54 | 0.8 | 1.9 | 2.1 | 26 | 1.7 | 22 | 39 | 0.7 | 1.8
08-10 | world | 3.2 | 0.6 | 1.7 | 22 | 35 [ 1.7 [ 1.8 | 34 | 0.6 | 2.0
04-07 | EU-15| 40| 0.7 | 15|16 | 2.1 | 15| 18| 35| 0.7 | 1.4
08-10 |EU-15| 2.1 | 05 | 14 [ 1.7 [ 28 |14 [ 15] 29| 06 | 1.6

Source: DG EMPL calculations based on Eurostat BoP and World Bank

5.5. Remittances

The section on the growth impact
of intra-EU mobility referred to the
cushion that remittances may offer
to counter-balance to some extent
the negative GDP impact for EU-8+2
Member States“?. Remittances in a
strict sense are defined as current pri-
vate transfers to the country of origin
from migrant workers resident in the
host country for more than a year. In
view of the large role of temporary
migration in the flows from EU-8+2 to
EU-15“Y, remittances in a strict sense
are topped up by the balance-of-pay-
ments item “compensation of employ-
ees”, which is the income of migrants
who have lived in the host country for

(40) In Holland el al. (2011) the adjustment
of the impact (of population outflows to
the EU-15 on GDP) to take into account
remittances has been done, but only for
three countries (Poland, Czech Republic,
and Hungary). In all cases, the originally
negative impact on the GDP becomes
positive after this adjustment (and the
already positive impact on GDP per cap-
ita becomes larger). Furthermore, the
authors point out that one would expect
"an even greater positive impact on out-
put in Bulgaria and Romania once remit-
tances are taken into account, given the
magnitude of remittances to these coun-
tries relative to the size of their GDP”.

And in view of the difficulties in assess-
ing the length of stay of migrants in the
host country.

(41)

less than a year (which includes border
and seasonal workers). This follows
World Bank practice in this respect (see
for example, World Bank, 2011).

The detail of separate remittance and
compensation flows will not be ana-
lysed, due to limited data availability
(see also Eurostat, 2010“?). Never-
theless, the large role of temporary
migration is reflected in the large
share of compensation in the aggre-
gate flows of compensation and
remittances. This share is very high
for EU-8 Member States, at about
80 % in 2009, and even higher in the
Member States with possibilities to
commute to EU-15 (Poland, Czech
Republic, Hungary, Slovenia).

For EU-2 Member States, the share of
compensation is much smaller (Bul-
garia: about 40 %; Romania: less than
20%).These shares tend to overstate
the weight of temporary migration
(in number of migrants) as short-term
migrants will send a larger part of

(42)  Eurostat started compilation of detailed
data only in November 2009. Data are
reported on a voluntary basis and are,
therefore, still incomplete, especially for
years prior to 2004. Remittances are very
difficult to compile as they represent
numerous, small transactions through a

large variety of channels.

their earnings back home. Finally, it is
important to note that these numbers
do not account for unrecorded remit-
tances sent home by migrants through
informal channels, suggesting that the
true size of the actual transfers is likely
to be largely underestimated.

On average since 2004, remittance and
compensation flows (from all countries)
received by EU-8+2 Member States
amounted to at least 1.7% of nomi-
nal GDP (of which 1.5% was received
from the EU-15) (Table 22). The excep-
tions on the downside were the Czech
Republic and Slovenia, in line with the
limited population outflows from these
Member States. On the upside, Bulgaria
and Romania were the largest receivers
of remittance and compensation flows
in % of GDP.

Not surprisingly, the flows to EU-8+2
Member States of remittances and
compensation from EU-15 Member
States are closely correlated with the
cumulated population outflows to the
latter countries since 2004. The excep-
tion is Bulgaria where remittance and
compensation flows are particularly
high relative to population outflow.

For almost all EU-8+2 Member
States, the average share of remit-
tance and compensation flows in
GDP in the period 2008-2010 was
below the average of the three
previous years. This is a result of
reduced employment opportuni-
ties for migrant workers, who often
work in cyclically-sensitive sectors
(Dietz, 2009, see also Section 4.2, on
the impact of the recession on intra-
EU movers). Nevertheless, these
flows continue to make a fairly sta-
ble and large flow of income in the
migrants’ country of origin.

It should also be noted that, as the
remittance and compensation flows
are expressed in nominal terms, the
sizeable exchange rate movements
over recent years will also have
played a role. For example, some
of the recent drop in remittance
outflows from the UK reflects the
decline in the relative value of the
pound sterling (Koehler et al., 2010).
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Chart 27: Population outflows, impact on GDP and remittances

‘ Net population outflows Impact of mobility on GDP (-) M Remittances (incl. compensation)

BG | |
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Sources: DG EMPL calculations based on Eurostat BoP, World Bank, and Holland et al., 2011.

Note: Remittances: remittances plus compensation of employees, % of GDP, average ‘04-"10 (source: DG
EMPL calculations based on Eurostat BoP and World Bank)

Impact of mobility on GDP: impact of intra-EU mobility ‘04-'09 as simulated through NIGEM, sign inverted,
long-term effect, age adjusted (source: Holland et al., 2011)

Net outflows: outflows over ‘04-'09, in % of domestic population (source: Holland et al., 2011)

Table 23: Relative poverty rates of EU-27 foreigners in EU-15, 2009

ARPREU-27|  ARPR .| % EU-12

foreigners | nationals PUUH EEE fg:'eﬁgr-wzezs
Italy 20.4 16.4 1.24 86%
Greece 29.0 17.9 1.62 81%
Finland 18.7 13.9 1.35 58%
Ireland 11.5 13.7 0.84 57%
Spain 23.3 18.2 1.28 49%
United Kingdom 12.9 16.0 0.81 44%
Austria 19.6 10.4 1.88 43%
EU-15 18.4 14.8 1.24 40%
Denmark 19.1 13.2 1.45 35%
Germany 17.6 15.5 1.14 31%
Sweden 28.4 12.3 2.31 26%
Netherlands 9.0 9.5 0.95 25%
Belgium 18.1 12.1 1.50 12%
France 16.9 10.3 1.64 7%

Sources: DG EMPL calculations based on EU SILC

Note: ARPR = at-risk-of-poverty rate, i.e. the share of people with a disposable income (after social transfer)
below the at-risk-of-poverty threshold. ARPR ratio is the ratio of the ARPR of the EU-27 foreigners and the
nationals of the Member State. Portugal not included because of unreliable data.

% EU-12 = percentage share of EU-12 nationals in EU-27 foreign population, based on Table 4

When comparing population outflows,
the size of remittances (including com-
pensation) and the estimated impact
of outflows on GDP (age-adjusted,
see Section 5.1), a high correlation is
observed between population outflows
and the size of remittances (Chart 27).
The correlation between the impact
on GDP and the size of remittances is
much lower, with an outsized impact
on GDP for EU-2 and the Baltic states,
which may be linked to the difficulties
in modelling these quickly changing
and/or small economies. For the Mem-
ber States with the smallest outflows
(the Czech Republic, Hungary, and Slo-
venia), the average size of remittances
exceeds the impact on GDP.

In these comparisons, attention must
be paid to the fact that these quantities
are not fully comparable: remittances
are expressed in percentage of nomi-
nal GDP and are an observed average
over 2004-2010. The impact on GDP is
the long-term impact in percentage
points of real GDP of a model simula-
tion of the intra-EU mobility flows as
observed over 2004-2009.

5.6. Social situation of
migrants
The analysis of the social situation of

(EU-12) migrants in EU-15 is hampered
by the scarcity of data (see also Euro-

found, 2010). Eurostat publishes data
on income and living conditions (EU-
SILC) according to citizenship, with a
distinction between foreigners from
inside and outside EU-27%3. In the for-
mer, the specific subsample of foreign-
ers from EU-12 is unfortunately too
small to allow for reliable estimates.

Nevertheless, data for EU-27 foreign-
ers resident in EU-15 can be used as
an approximation of data for EU-12
migrants resident in EU-15, if at the
same time the share of EU-12 in
EU-27 foreigners is considered. In
what follows, this approach is fol-
lowed and the social situation is ana-
lysed with a focus on relative poverty
rates for EU-27 foreigners.

In EU-15 Member States, the risk of
having a disposable income (after social
transfer) below the poverty threshold
is 24% larger for EU-27 foreigners
than for nationals (Table 23)“*4. For
most of the EU-15 Member States
with a large share of EU-12 foreign-
ers, the gap between the two groups
is even larger, especially in Austria
where the at-risk-of-poverty rate of
EU-27 foreigners is almost twice the
rate for nationals. Two exceptions to
this are Ireland and the United King-
dom, where the poverty risk is larger
for nationals. For the EU-15 Member
States with a smaller share of EU-12
foreigners, the EU-27 indicator is less
relevant for the situation of EU-12 for-
eigners. Nevertheless, in all cases but
one, the poverty risk is again clearly
larger for EU-27 foreigners.

The results match with those of Sec-
tion 4 which showed a relative high
employment rate for EU-12 foreign-
ers, but at the same time, an over-
representation in low-skilled and, as
a result, low-paid jobs.

(43) Unfortunately, EU-SILC does not provide
information on how long the foreigner
has been in the country.

(44) Chapter 3, Section 5.7, concluded that
at comparable educational level, activity
status, age, sex, and country of residence,
an EU-migrant is 1.5 times as likely to
face the risk of poverty or exclusion as a
person born in the country of residence.
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6. KEY FINDINGS

Recent East-West mobility
flows have been substantial

in absolute terms...but limited
compared to overall population
and migration flows from
outside EU

Before the two latest enlarge-
ments, the issue of free move-
ment of workers was a subject of
concerns, notably with regard to
the impact of increased inflows of
workers on the economic and social
situation in both the receiving and
sending countries. This chapter
has described and analysed recent
trends of intra-EU labour mobil-
ity, with a particular focus on the
mobility of citizens from the new
EU-10 Member States (which joined
on 1 May 2004) and EU-2 (which
joined on 1 January 2007).

In absolute terms the inflows
from EU-12 countries to EU-15
countries have been considerable,
about 3.6 million people over a
relatively short period of time
(2003-2010), representing a net
annual growth of half a million,
peaking at almost one million in
2007. However, those numbers
are limited compared with the
population sizes of both receiv-
ing and sending countries, and
compared to migration flows of
third-country nationals.

Outflows from EU-12 countries
were affected by income
differentials (and employment
opportunities) and directed
towards a limited number of
receiving countries

Flows from EU-12 countries were
directed towards a limited number
of countries: in 2010, around 85 %
of EU-10 movers were established
in six EU-15 Member States, primar-
ily the UK and Germany, followed
by Ireland, Italy, Spain, and Austria,
while three-quarters of EU-2 movers
were in Italy and Spain (around one
million each).

From the perspective of sending
countries, the outflows (relative to
the population of the countries) have
been large, especially from countries
having a relatively low level of
income compared to the EU aver-
age (Romania, Lithuania, Latvia, and
Bulgaria), which has clearly been an
important push factor behind intra-
EU mobility. Differences in respective
employment opportunities have also
played a role.

Decline of mobility due to the
recession — but no massive
return flows to home countries

Intra-EU mobility seemed to follow
the trends of the economy: while
in the 2004-2007 period of strong
economic growth EU-15 countries
received high inflows from EU-12
countries, this trend changed radi-
cally with the economic recession.
In 2009, the fall in labour demand
generated a strong decline in the
inflows especially in countries
affected by the recession (Spain and
Ireland) and also triggered some
higher return outflows to the origin
countries. There is, however, no evi-
dence of a massive return migration
to the countries of origin with a sig-
nificant portion of the workers from
the EU-8 and EU-2 having stayed in
the destination countries.

Interestingly, the decline in intra-
EU mobility during the crisis has
been less pronounced for EU-2 than
for EU-10 nationals. This is because
the enlargement to the EU-2 coun-
tries took place more recently and
is still impacting workers’ mobil-
ity — but also because Bulgaria
and Romania have been adversely
affected by the recession and that
the large gaps in GDP per capita
with the EU-15 countries still con-
stitute a strong pull-factor. How-
ever, as regards future migration
from EU-2, there are indications
that many of the EU-2 nationals
who wanted to move have already
done so and that demographic fac-
tors (shrinking young generation)
will reduce the pool of potentially
mobile workers.

The distribution of flows from
EU-12 among EU-15 Member
States resulted from economic
and social factors, rather than
from regulatory measures

The transitional arrangements
regime and the resulting diverse
levels of openness of the labour
markets of receiving countries have
influenced the distribution of labour
flows across the receiving countries —
but only to a certain extent.

As far as EU-10 workers are con-
cerned, there was an evident diver-
sion of flows from Germany and
Austria (which both kept restrictions
until the end of the third phase
of the transitional arrangements on
30 April 2011) to the UK and Ire-
land, which decided to open their
labour markets from May 2004. How-
ever, the shift in the distribution was
already ongoing prior to the 2004
enlargement, and can be explained
to a large extent by differences in
economic developments within the
potential destination countries.

In the case of EU-2 countries, many
workers had already settled in other
EU Member States before the 2007
enlargement and the transitional
arrangements do not seem to have
significantly influenced the evolu-
tion of mobility flows since then, at
least not in comparison to economic
(and other destination-specific) fac-
tors. Member States having opened
their labour market to EU-2 workers
as early as 2007 have received very
limited inflows. As for those having
opened in 2009 (after the end of the
first two-year phase), the inflows have
either been limited or have decreased
(compared to the previous years) at
the moment when the restrictions
were lifted- which can be partly
explained by the economic recession.
Meanwhile, the countries that con-
tinued to use transitional measures
have received significant inflows since
the accession- in the case of Italy no
work permits have been required in
several key sectors since 2007 which
can explain the strong rise in mobility
from EU-2 countries.
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This seems to suggest that transi-
tional measures have only a lim-
ited influence on the distribution of
intra-EU mobility and that mobility
flows are driven by other factors,
such as labour demand, network
effects through an existing foreign
population, or language. Network
effects seem for instance to have
played a determinant role in the
concentration of EU-2 nationals in
Spain and Italy — and in the lim-
ited return mobility to the origin
countries, despite the worsening of
economic conditions.

Recent movers from EU-12
are young and likely to be in
employment...

The analysis of the characteristics of
recent movers from EU-12 showed
that:

¢ they are on average younger than
the overall population in both
sending and receiving countries
and have a higher rate of employ-
ment when they move abroad than
in their origin countries;

e while EU-10 mobile citizens are
significantly more likely to be in
employment than the residents in
the receiving EU-15 countries, the
employment rate of EU-2 recent
movers is lower, closer to the aver-
age in the main receiving countries;

...they work in specific sectors
(accounting for a small share
of total employment) and
are concentrated in low and
medium skilled occupations...

e at the sectoral level, recent EU-10
movers work primarily in manu-
facturing and trade while recent
EU-2 movers’ most popular sectors
of activity are construction and
domestic services, with ‘accommo-
dation and food service activities’
being the third most frequent sec-
tor for both EU-10 and EU-2 mov-
ers. Even in those sectors, the share
of recent movers from EU-12 in
total employment in the receiving
countries is limited;

¢ In 2010, employment of EU-10
and EU-2 recent movers was rela-
tively concentrated in low- and
medium-skilled occupations. While
this reflects partly their overall
skill profile, there is a significant
number of workers experiencing
a phenomenon of ‘down-skilling’
(around 30% of both EU-10 and
EU-2 movers being employed
below their qualifications).

...but have been strongly
affected by the economic crisis,
in particular EU-2 nationals...

EU-2 nationals constitute the group
of citizenship that has been the most
affected by the crisis, with a very
high share of unemployment. This is
mainly due to their concentration in
Spain (the labour market the most
affected by the recession) combined
with their, on average, low educa-
tional attainment or predominance
in sectors strongly impacted during
the recession (construction). Inter-
estingly, in the other main receiv-
ing countries, unemployment among
EU-2 has remained moderate.

The large share of low-skilled among
EU-12 movers (and especially among
EU-2 movers) has not only made
them vulnerable to job losses during
the recession (in particular in Spain)
but may also inhibit re-employment.

An overall positive effect of
mobility flows on the economies
of receiving countries, despite
some caveats

All in all, EU-12 movers seem to have
played a positive role in the econo-
mies of receiving countries, contrib-
uting to the skill mix, and working
in sectors and occupations where job
shortages needed to be filled.

A review of recent econometric stud-
ies has confirmed the overall posi-
tive effect of (post-accession) labour
mobility flows on the economies of
receiving countries. Existing research
shows that the population flows
from EU-12 since 2004 raised the
long-term level of EU-15 potential

output with the largest boosts taking
place in EU-15 Member States that
received large inflows (in proportion
to their population).

As far as the labour market of the
receiving countries is concerned,
most studies confirm the very small
long-term impact of migration on
real wages and unemployment. In
general, they find only short-term
evidence of a decline in real wages
and increased unemployment in
those Member States which have
received large inflows. While there
is also recent evidence of a negative
(though limited) long-term effect
on real wages for Spain and Italy (as
a result of inflow of EU-2), as well
as for Ireland (due to inflow from
EU-8), there is no significant long-
term effect expected on unemploy-
ment. However, research including
disaggregated results show that the
employment effects for low-skilled
workers would be larger than the
aggregate — though they would
remain moderate. Another caveat
is that the period on which these
effects are estimated (2004-2009)
was mostly characterised by eco-
nomic growth, whereas the reces-
sion has made the labour market
integration of mobile workers much
more difficult.

The presence of EU-12 movers
plays a limited role in the
current employment crisis

However, it is clear that recent
EU-12 movers played a very minor
role in the labour market crisis
of individual Member States. For
instance in 2010 they represent only
about 1.5 % of all unemployed per-
sons in EU-15 countries. The effects
of mobility from EU-12 seem lim-
ited for most receiving countries
and existing evidence shows that
intra-EU mobility has generally not
led to serious labour market distur-
bances. The current labour market
difficulties faced by a number of
Member States are rather attribut-
able to a variety of factors, notably
the recession as well as structural
labour market problems.
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Some risks for the sending
countries - but overall no
massive brain drain

As far as the sending countries are
concerned, the significant emigra-
tion from certain EU-12 countries of
mostly younger workers has sparked
concerns about brain drain. How-
ever, as the share of highly skilled
workers among recent movers from
EU-12 countries seems lower than in
the origin countries’ active popula-
tion, there does not seem to be a
strong brain-drain effect for these
countries. This is especially the case
for the EU-2 countries, which have
lost significant shares of their active
population, but mainly in the low (or
medium) skill segment.

Moreover, enrolment rates for tertiary
education in the EU-8 and EU-2 coun-
tries have substantially accelerated over
the past years, which may begin to
compensate for the outflow of skilled

labour. The absence of a broad brain-
drain effect does, however, not pre-
clude such effects in specific sectors or
occupations, such as the health sector.

While recent studies find that the
2004-2009 outflows to the EU-15 had
a strong negative impact on the GDP,
especially in Bulgaria, Romania, and
Lithuania, the impact expressed in GDP
per capita is much lower. Moreover,
the significant remittances sent back
to the origin countries (especially in
the case of EU-2 countries) can partial-
ly offset the negative growth impact
in the short to medium term, though
they cannot mend the longer-term
problem of lower potential growth as
a result of lower labour input.

EU mobility can play a strong
role in the EU employment
recovery

In conclusion, current available
evidence does not seem to point

towards serious mobility-induced
labour market disturbances. Post-
enlargement mobility may have had
some economic (or social) costs for
the receiving and sending countries.
However, it seems that those costs
will not be reduced by restricting
labour mobility but by addressing
them through specific policies. More-
over, as the experience of the 2004
enlargement has shown, restricting
the free movement of workers may
have, in certain cases, some negative
side-effects, such as an increase in
undeclared work.

Finally, freedom of movement of
workers is one of the fundamental
freedoms of EU law. It makes a posi-
tive contribution to labour markets
throughout Europe and as such rep-
resents a key element of the Europe
2020 Strategy. At the same time,
it is a powerful and positive sym-
bol of what Europe means for the
individual EU citizen.
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ANNEX 1: EU DATA
SOURCES AVAILABLE TO
MEASURE INTRA-EU
MOBILITY

Monitoring the evolution of intra-
EU mobility of workers, notably in
the context of the 2004 and 2007
enlargements, requires data about
the number of EU citizens living in
other Member States and its evolu-
tion over time. Two main EU sources
of data have been used to this end:
Eurostat migration statistics and the
EU Labour force survey. In this chap-
ter, EU mobile citizens are defined
according to their citizenship and
not their country of birth (prefer-
able when dealing with migration)
since restrictions on free movement
under transitional arrangements are
linked to citizenship and not country
of birth. Therefore the assessment
of the two EU sources is focussed
on the citizenship variable and not
on the country of birth. The analysis
presented below shows the pros and
cons of each source and the difficulty
to have a reliable and harmonised
measurement of the evolution of the
number of ‘EU foreigners’ living in
each of 27 EU Member States. This
is partly explained by the very suc-
cess of the free movement of citizens
and workers which, by definition,
implies that EU citizens are less and
less required to register, request a
residence or work permit, etc.

Eurostat migration
statistics:

The EU and its Member States have
made great efforts recently to
improve the quality and compara-
bility of the migration data at EU
level. In 2007, a Regulation® has
been adopted to set the frame under

(45) Regulation (EC) No 862/2007 of the Euro-
pean Parliament and of the Council of
11 July 2007 on Community statistics on
migration and international protection
and repealing Council Regulation (EEC)
No 311/76 on the compilation of statistics
on foreign workers, OJ L 199, 31 July
2007, p. 23.

which EU Member States should col-
lect and publish migration statistics,
in particular the population stock (of
foreigners ‘usually resident’ in the
country) and flows, disaggregated
either by citizenship or country of
birth. The adoption and implemen-
tation of this regulation has lead to
a substantial improvement of data
availability. However, there remain
important gaps, especially when
measuring the extent of intra-EU
mobility. While data on third-coun-
try-nationals are broken down by
groups of citizenship (EFTA, candi-
date and other non-EU countries but
also groups according to the level
of development), there is no obliga-
tion for the Member States to break
down the ‘EU foreigners' by indi-
vidual (or group of) citizenship. A
number of Member States go beyond
the minimum requirements and pub-
lish data broken down by individual
citizenship for EU foreigners. How-
ever, this is not the case in all Mem-
ber States (or for all years). Several
countries (including France and the
UK) only publish the total number of
'EU foreigners’, not broken down by
individual citizenship.

Another limitation, in a labour mar-
ket perspective, is that the only vari-
ables available are, for each declar-
ing country and citizenship (or group
of citizenship), the age group and
the gender. There is no information
on the duration of residence, the
employment status, or the education
level. Moreover, the population data
are fairly complete when dealing
with all age classes taken togeth-
er but for the specific working-age
population (15-64), less data about
‘EU foreigners’ is available. Finally,
the fact that the regulation of migra-
tion statistics has been implemented
recently implies some breaks in the
series before 2009 (or that the data
is simply not available before 2009).

Two other limitations of Eurostat
migration statistics can be men-
tioned here: firstly the fact that
they are mostly based on admin-
istrative registers may lead to
underestimation because some

foreigners may not register out of
fear, lack of discipline or motiva-
tion; secondly, that the registration
may occur with a delay, therefore
possibly involving a bias in any
dynamic analysis of these data.

A last remark concerns the use that
is made of the Eurostat migration
statistics in this chapter: using the
stock of foreigners to draw com-
parison over time (i.e. calculate net
migration from other countries) can
be misleading since the evolution
of the stock does not reflect only
inflows and outflows but also the
natural evolution (births and deaths)
of foreigners living in the country.
For instance, according to the EU LFS
(described below), around 13% of
the EU-10 and EU-2 nationals living
in the EU-15 are individuals aged less
than 15 and interestingly around half
of them were born in their current
country of residence.

Beyond the data on population
stock by citizenship, Eurostat migra-
tion statistics also contain data on
the inflows and outflows of foreign-
ers, including EU foreigners (broken
down or not by citizenship, depend-
ing on the declaring country). How-
ever, analysis of this data, notably
by Holland et al. (2011), seems to
indicate that, at least in the case
of EU-10 and EU-2 foreigners living
in EU-15 countries, the availability
and comparability (to the popula-
tion stock data) of the flow data is
limited. For instance, the difference
between in- and outflows for a cer-
tain year almost never match the
evolution of the population stock
(far beyond the differences that
could be explained by natural evolu-
tion of the stock of foreigners). The
difference could be partly explained
by the fact that Member States are
obliged to follow the ‘usual resi-
dence concept’ for migration flows
but not when compiling population
stock data. Moveover, the quality
of data on outflows may be limited
by the fact that foreigners leaving a
country might not de-register from
their former residence administra-
tion. For this chapter, the population
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stocks by citizenship have been con-
sidered as a more complete and reli-
able source than the flows and are
therefore used as one of the two
main data sources. Flow data is used
only in exceptional cases, in order to
catch recent trends, notably in the
case of Spain and Italy.

EU Labour force survey
(LFS):

The EU LFS aims primarily to meas-
ure unemployment and labour mar-
ket participation, but it collects also
other information on the resident
population, in particular national-
ity, which can be used to produce
estimates of the number of EU citi-
zens residing in another Member
State. EU LFS data can therefore be
used to complete the missing data
in the Eurostat population stocks
by citizenship (for countries such
as France and the UK for instance)
but also to obtain more informa-
tion about the characteristics of EU
mobile citizens such as: age and gen-
der, employment situation (status,
sector, occupation), and education
level. However, using the EU LFS in
order to estimate the number and
characteristics of resident foreigners
and in particular of ‘EU foreigners’
can suffer limitations, described in
Employment in Europe, 2008 (Chap-
ters 2 and 3). The main limitations
are the following:

¢ replying to the survey is not com-
pulsory in most Member States and
the non-response rates among for-
eigners are very high, due notably
to language issues;

¢ in many Member States, there is a
delay in entering the reference sam-
ple frame and very recently arrived
foreigners may not be covered well.
Generally, the EU LFS only covers
persons who have stayed or intend
to stay for one year or more and
therefore short-term mobile work-
ers (i.e. seasonal workers or posted
workers) are not covered;

® a comparison with Eurostat migra-
tion statistics shows that the LFS-
estimated stocks of EU-10 and EU-2
foreigners living in EU-15 coun-
tries are constantly lower than the
migration statistics (with the excep-
tion of Ireland). However, Marti
and Rodenas (2007) undertook a
review of the sampling procedures
for the LFS in several EU countries
and showed that the LFS approach
is more likely to capture foreigners
in some countries than others: Aus-
tria, Belgium, France, Luxembourg,
Sweden, and the UK;

e the small sample size in many coun-
tries reduces the possible use of the
data broken down by citizenship
(or group of citizenships), in partic-
ular when too many variables are
crossed to analyse this population.

Despite the limitations quoted above,
the EU LFS has several advantages
which make it a very valuable source
to use in this chapter:

e for some countries (such as France,
the UK) it is simply the only source
providing data on the stock of
EU foreigners broken down by
citizenship;

e the LFS data are available on
a quarterly basis and published
around four months after the
data collection and it is there-
fore possible to identify recent
trends while population statistics
are published on an annual basis
a bit more than one year after the
reference period;

e one variable in the Labour force
survey provides information about
how long the foreigners have been
living in the country. It therefore
enables an estimate of the inflows
that occurred over a certain time
and helps to distinguish the recent
intra-EU movers (i.e. the EU-10 and
EU-2 citizens that have arrived since
the 2004/2007 enlargements) from
the ‘EU foreigners’ that have been
in the country for a longer time.

e while the use of LFS data might
under-estimate the absolute num-
ber of EU movers, it is likely to give
a reasonable indication of the way
flows have changed over time.
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ANNEX 2: ECONOMETRIC
BACKGROUND TO
HoLanp eT AL., 2011

To assess the macro-economic impact
of population movements, Holland et
al., 2011, adopted a series of model
simulation exercises, using the Nation-
al Institute Global Econometric Model
(NiGEM). NiGEM is a global model, in
which the economies of EU Member
States (with the exception of LU, CY,
and MT) are modelled individually.
All country models contain the deter-
minants of domestic demand, export
and import volumes, prices, current
accounts, and net assets. Economies
are linked through trade, competi-
tiveness and financial markets and
the models are solved simultaneously.

The core parts of the model relevant
to the mobility simulation are the
labour market and the production
function in each economy. Labour

markets are described by a wage equa-
tion and a labour demand equation.
Wages depend on productivity and
unemployment, and have a degree
of rational expectations embedded in
them - that is to say the wage bar-
gain is assumed to depend partly on
expected future inflation and partly
on current inflation. The speed of the
wage adjustment is estimated for each
country. Wages adjust to bring labour
demand in line with labour supply.

Employment depends on real
wages, output, and trend productiv-
ity. Labour supply is treated as exog-
enous to factors other than popula-
tion projections. Inward migration
raises the population, which feeds
directly into labour supply. Produc-
tion functions have a constant elas-
ticity of substitution, with labour
and capital as factor inputs, esti-
mated rates of labour-augmenting
technical progress, and an elastic-
ity of substitution of around a half.

Inward migration raises potential
labour supply, and therefore rais-
es potential output through the
production function.

In order to assess the macro-economic
impact of population shifts between
the EU-8/EU-2 and the EU-15 since
2004, Holland et al., 2011, run two
NiGEM model simulations, adjusting
the level of the population in each
country over the period 2004-2009
by the observed population shifts. In
this baseline scenario, it is assumed
that the cumulative population shift
between 2004-2009 is permanent.
After applying these exogenous
“shocks” to the population in each
country, the model is allowed to
run, to determine the impact that
this change has on the major macro-
economic indicators in each country.

Further detail on NiGEM is provided
at http://nimodel.niesr.ac.uk/logon/
economics/NiGEM%200verview.pdf



http://nimodel.niesr.ac.uk/logon/economics/NiGEM Overview.pdf
http://nimodel.niesr.ac.uk/logon/economics/NiGEM Overview.pdf
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