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Abstract

This Master thesis deals with labour mobility amehsato uncover the main drivers
influencing the flows of workers within the Europednion (EU). It first provides an
extensive overview of labour market, labour moypiéihd legal framework in the EU.
Then it discusses several theories and modelsngeaith labour mobility. The main
part of this thesis consists in empirical analysfslabour flows within EU-25
countries. This analysis is meant to provide diatisevidence of relevant mobility
drivers. Contrarily to similar works, this thesékeés into account not only economic
and financial factors, but also social, psycholagitinguistic and other non-tangible
factors that might play important role in determipithe labour flows within the EU.
The thesis further focuses on specific mobilityeintives of the Old and the New
Member States. Based on results of the empiricalenand the regression analysis,
the thesis concludes by discussing the limits dbla mobility and suggesting a

remedy aimed at enhancing it.
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Keywords: European Union, Labour force, Migration, Mobildyivers
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Abstrakt (in Czech)

Tato diplomova prace se zaobira mobilitou praceviyia klade si za cil git hlavni
faktory ovliviwujici pohyb pracovnich sil v Evropské Unii (EU).4Be nejprve nabizi
obsahly pehled pracovniho trhu, mobility pracovnich sil ditey zaméstnanosti v
EU. Poté se za#huje na rozbor teorii migrace a moilelykajicich se mobility.
Hlavni ¢ast této diplomové prace sfiead v empirické analyze pohybu pracovnich sil
v zemich EU-25. Tato analyza ma za citiuna zaklad statistickych vysledk
faktory, které jsou pro mobilitu &wjici. Oproti podobnym pracim se tato soedt
nejen na ekonomické a fingm motivy, ale bere v potaz i socialni, psychol&gic
lingvistické a jiné mé&h hmatatelné faktory, které mohou hrdileFitou roli v tom,
jak se pracovni sila pohybuje v EU. Prace poslémtyauje motivy specifické pro
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staré a nové&lenské staty. Na zakladvysledki regresni analyzy shrnuje limity

mobility pracovnich sil a navrhujeSeni, které by ji o podnitit.
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Kli ¢éova slova Evropska unie, Pracovni sila, Migrace, Incenkvyobilité

E-mail autora: martin jelinek@centrum.cz

E-mail vedouciho préace strielkowski@fsv.cuni.cz




Table of contents

List of abbreviations

List of tables

List of graphs

List of figures

Introduction

Theoretical background

viii
viii
iX
iX
Master Thesis Proposal X
1
Research background and state of the art
Development of labour force and labour market: @raew 4
Origins of labour 4
Specific features of labour markets 6
New trends in labour markets in Europe and in &t of the world 8
Strengths and weaknesses of the EU labour market 13
Stylized facts about the EU labour market 13
Labour legislative framework in the EU 17
European Social Fund 20
Stylized facts of labour mobility in the EU 21
Development and current state of labour mobility 22
Labour mobility stimulation: the practices usedtia EU 26
Comparison of labour mobility in the EU and otheutries 27
30
Migration theories 30
Neoclassical theory 30
Human capital theory 31
Collective decision migration 32
Network effect theory 33
Dual labour market theory 34
Models of migration flows 35

vi



Gravity migration model

35

Neoclassical model 37
Model with differentiated labour and rigid wages 40
Review of labour mobility studies and methodology 43
Empirical analysis of the EU labour mobility 45
Regression analysis: the data and the model 45
Data and the reference group 45
Model specification 46
Methods and expected results 51
Regression analysis and model testing 53
Interpretation of main empirical results 57
Discussion of the limits of labour mobility in tike) 61
Prospects of future labour mobility 66
Conclusions 68
Annex 70
References 74
Bibliographic references 74
Data sources 79
80

Internet sources

Vii



List of abbreviations

EC European Commission
ECSC European Coal and Steel Community
EEA European Economic Area
EEC European Economic Community

ERASMUS European Community Action Scheme for theoNity of University Students

ESF European Social Fund
EU European Union
EURES European Employment Services
GDP Gross Domestic Product
MPL Marginal Product of labour
OECD Organisation for Economic Co-operation ansiddgpment
OLS Ordinary Least Squares
UK United Kingdom
us United States of America

List of tables

Table 1: Benefits of working from NOME......cceeeeeeeeeeeeee e 10
Table 2: Determinants of labour mobility (entiré sbdata).................cooooiiiiiiiieee 54
Table 3: Determinants of labour mobility (source-E®) .................cccoiiiieeee, 55
Table 4: Determinants of labour mobility (source-EQ) ................ccoooiiiiiiiieeee. 55
Table 5: Determinants of labour mobility (sourceléstination EU-15) ........................ 56..
Table 6: Determinants of labour mobility (sourcel&stination EU-10) ..............c.......end 56..

viii



List of graphs

Graph 1: Unemployment rate in the EU (iN %0) e vvveeeeieeeiiiiiiiiieeeeee e 13
Graph 2: Unemployment rate in selected EU coun{iie®0) ............cceeeeeeeeeeiiee e 14
Graph 3: Variance of unemployment rate in the EU...........cccccoiiiiiiiiiieeeeeen 14
Graph 4: Youth unemployment rate in the EU (iN98)...............ccccciiiiiiieceieeeee. 15

Graph 5: Long-term unemployment as a share of tdtahemployment in the EU (in %)...15

Graph 6: Total labour costs inthe EU (IN €)oo 16
Graph 7: Accidents at work in the EU-15 (in thowd@n...................coooe e 18
Graph 8: Labour force outflow from Lithuania (in %0).........cccoevriiiiiiimmiiiieeeeeieeeeeeenn 23
Graph 9: Emigration from Accession Countries 2000&(in thousands)............................ 24
Graph 10: Share of foreign-born workers in EU (in.%.........ccooooeeeiiii e 24
Graph 11: Net immigration in 2011 (in thouSands) ... 25
Graph 12: Total immigration 2009 compared to 2@l (in %0)........cccoeeeeeeeeeeiieeninn, 26

List of figures

Figure 1: Marginal product of [aDOUT ... 38
Figure 2: NeoclassiCal MOEL................ummmmerermmnmmnneiiree s e s sssasneennrennnrannnaaa. 39
Figure 3: Unskilled [abour migration.........cccccceuuueeeiiiiiiiiii e seeeeeeeeeeeeenees 41
Figure 4: Skilled labour migration...........ccccceiiiiiiiiiiieeee e 42
Figure 5: Network effects of migration .......cccccooeeeee e 53



Master Thesis Proposal

Institute of Economic Studies

Faculty of Social Sciences
Charles University in Prague

Author: Bc. Martin Jelinek Supervisor: PhDr. Wadim Strielkowski
Ph.D.
E-mail: E-mail: strielkowski@fsv.cuni.cz

martin_jelinek@centrum.cz

Phone: 723376670 Phone: 603508627
Specializati  EElaEP Defense February 2014
on: Planned:

Proposed Topic:

On the limits of labour mobility within the EU

Topic Characteristics:

This Master thesis will focus on cross-border mobility of labour in the European Union.
Although the freedom of movement for workers is in place since the Directive on the right
to move and reside freely came into force, the labour is hardly moving from one EU
Member State to the other. In fact, there is just about 2% of labour force in the EU willing
to work in another Member State which is considerably lower than, for example, in the U.S.
Therefore, the question is: what makes the cross-border labour mobility in the EU so low?
And is there any chance of making the situation better? These are the research questions
that will be tackled in this thesis.

There have been several studies trying to explain why the European labour is reluctant to
migrate. Conventional surveys expected to explain the incentive to move by economic
reasons. However, the models presented in these surveys met with very low explanation
value. This Master thesis will try to explain the low mobility of labour in the EU by the
means of a thorough regression analysis. Using the data from 25 EU countries provided by
Eurostat and OECD databases, it will analyse the main factors that affect the labour
mobility in the EU and determine the factors of low-skilled labour mobility. Additionally, it
will consider not only economic and pecuniary indicators, but will also take into account
cultural, psychological and other intangible factors predetermining this issue.

Hypotheses:

1. The labour mobility itself has welfare generating effect and is to some extent positive
for both source and destination countries.

2. Equalisation of wages in practice does not hold, so the labour mobility is hampered

3. The flow of labour force across the EU Member States remains very modest relative
to other comparable economies (e.g. U.S.).




4. Factors affecting the low labour mobility in the EU are of both economic and non-
economic nature.

5. There are still reserves and potential that might allow to make the rigid EU labour
market more flexible and efficient.

Methodology:

First, the paper will discuss the actual benefit of labour mobility. Using a two-country
model, it will try to demonstrate that countries are better off when the labour is free to
move between countries.

Then, the paper will comment on the differences in wages amongst the EU Member States
indicating that production factor (labour force) is not freely mobile.

The main value-added of the thesis will be the regression analysis of labour flows. It will
use the data of 25 EU countries ranging from 2004 to 2012 and mapping the migration
flows and the most important economic, cultural and social indicators. Provided with vast
and solid data for a relevant analysis, the paper will seek to determine what factors affect
the labour mobility by means of both OLS and SUR regression methods.

Finally, based on findings of the analysis it will indicate whether the labour mobility in the
EU has reached its "natural” limits or whether there is still some potential to improve the
labour market in terms of cross-border mobility.

Outline:

Introduction
The introduction will specify the field of interest of this paper, which is a poor cross-border
mobility of labour force in the EU

Theoretical part

This part presents a theoretical background and a literature review on how the labour force
migration is favourable as it is beneficial for both source and destination country. Also, in
theory, free movement of labour would lead to price equalization, but in practice, there is
nothing like that, so the mobility is somehow hindered.

Empirical part

The empirical part of the paper aims to answer the question what are the main factors
affecting the EU labour ability. Regression analysis taking into account all sorts of factors
should determine which ones play the most important role in cross-border labour mobility.

Conclusion
The conclusion will summarize our findings and suggest some measures that can enhance
the cross-border labour mobility within the EU.
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Introduction

The European Union is an economic and politicalybashsisting of 28 Member States that
represents a historical milestone in the developroEthe European continent. The creation
and further evolution of the EU tackles a myriadssfies. The list of Directorates-genéul
the European Commission contains 33 specific pdi®as: economic and financial affairs,
foreign and security policy, taxation and custom®n, trade, regional policy, employment
and social affairs, human rights, education anithitrg, research and innovation and others.
There is hardly any field of human activity in theited Europe without a direct or indirect
impact of EU institutions. Yet, the main reasorkEtf formation was economic and political

unification of European countries.

After the World War |l, European visionaries andders were seeking to find an efficient
arrangement ensuring long-lasting political andnecoic stability. Their efforts lead to a
creation of the European Coal and Steel Commutiity predecessor of the EU as we know
today. As of 1951, the ECSC managed to bring mengoentries closer together both
politically and economically. In spite of criticahd sceptical opinions and several turbulent
moments in the past, the community persistedaltest merely as a six-nation international
organisation, but developed in a Europe-wide umitth supranational institutions, common

policies, common currency and, most importantlg, ¢dbmmon (or internal) market.

The creation of the EU's internal market, sometinedsrred to as the Single market or the
Common market, was a significant landmark in Euaspeconomic, political, social and
cultural integration. The market is designed todprilown all sorts of barriers, both tangible

and intangible, and enable individuals, consumark lausinesses to have a direct access to

! Directorate-general is an administrative department of the European Commission dedicated to a

specific policy area



opportunities anywhere in the EU. Often cited as "fiour freedoms”, the common market

guarantees a free movement of goods, servicesatapd people.

The free movement of people is a fundamental riggriranteed by the Treaty on the
Functioning of the European Union. It allows evEty citizen to live, work, study or retire in

another EU country. EU citizens are entitled nanely

* Look for a job in another EU country

»  Work there without needing a work permit

* Reside there for that purpose

» Stay there even after employment has finished

» Enjoy equal treatment with nationals in access to
employment, working conditions and all other soaiad tax

advantages

The free movement of people is today stipulatethnDirective 2004/38/EC on the right to
move and reside freely and came into force in ApoiD4 (Official Journal of the European
Union, 2004). The Directive applies automaticallyeach EU citizen and extends also to
close family members that might not be EU citizeéfise Directive also aims to lighten the

bureaucratic burden to those EU citizens and fhaiilies willing to move.

By continuously removing physical and institutiotarriers, the EU keeps encouraging its
citizens to move, settle and work in a foreign dounYet, surprisingly, they are reluctant to
work abroad and prefer staying in their homelarg&tatistics and different studies clearly
showed that labour mobility in the EU area remains very low level. At this point, several
guestions arise: Why does the labour mobility & BU remain so low? Is the EU's effort to
make its inhabitants move in fact futile? Have B¢ bodies done anything wrong in tackling

the labour mobility? What exactly makes the EU labmobility so low? Are there any



chances of enhancing the labour mobility in the Hb@se and similar questions constitute
the raison d'étre of this Master thesis that wathldmainly with the labour mobility. The main
value-added of this Master thesis is a thorouglyaisaof labour mobility within the EU and
determination of its main drivers. Based on reshé#,thesis suggests appropriate measures to
spur it. It also comments on current efforts armrdragements by EU institutions dealing with
this issue. Finally, it attempts to forecast thife development of labour mobility in the EU.
According to our knowledge these issues have neh likscussed in the research literature,
neither have they been uncovered in the works ef dbthors working in the field of

migration research.

The thesis is divided into four chapters. The fafshpter focuses on the literature review and
the research background in order to reveal theldpreent and current situation of the labour
force in the EU framework. The second chapter emamidifferent theories and models
dealing with labour mobility and decision-makingpess related to international migration.
The third, empirical chapter, analyses differemtdas influencing labour migration flows in
the EU taking into account not only economic, bl#oaso-called “intangible factors of
migration”, including the social and cultural asgzecThe fourth, concluding chapter
summarizes our main findings and provides the arswe the questions mentioned
hereinbefore. In addition, it brings some policyliwations that might be of some interest for

EU policy-makers and labour market theorists.



Research background and state of the art

This chapter provides a thorough insight into tbeeflopment of labour forces in the EU. It
will talk us through its evolution from the earlyages of the distribution of labour until
complex and highly specialized labour force of ndayss. It will discuss also a formation,
development and unique features of the EU labouketaFinally, it will familiarize us with

the legislative framework and institutional bodiesponsible for EU labour market and

related policies.

Development of labour force and labour market: an

overview

"Labour is the source of all wealth", once statedserman political philosopher and
economist Friedrich Engels (1876) and he mightbeotvrong. Alongside the natural richness
and raw materials, labour force is an essentialcgothat can be employed to create wealth.

However, the pathway to efficient use of labour Veag and went through several stages.

Origins of labour

The first steps toward the origins of labour cantdeed back in the Miocene. Most likely
towards the end of this epoch, about five or sillioni years ago, a race of highly developed
anthropoid ceased to use their hands to walk aagtad to move on their feet alone (Fleagle,
1999). Even though there are several hypothesés hsw, why and when the bipedalism
evolved in those species, the indisputable resak thhat bipedalism freed the forelimb to

make and use artefacts (Jolly, 1970).

By using different tools, human species showedjaifscant level of intelligence that made it
different from other species. Making and using $oodn be also considered as the first

employment of labour as a primary factor of proguctHand in hand with the evolution of



man's mental and physical shape, the society ledl lim developed as well. The Upper
Palaeolithic revolution, as labelled by anthropadtsgy brought about important technical,
social and cultural advances and drew a man clusérehavioural modernity (Diamond,

1999).

Along with the changes in human society and lifiestshe role of labour force went through
several stages as described in a work of John Mecand Ken Plummer (2008). In hunting
and gathering societies, the labour was used teat@atable plants and berries and to hunt
wild animals. These societies featured a sexuasidiv of labour leaving men with hunting
and women with gathering tasks. As the time movgdacient societies took more elaborate
and efficient forms. Pastoral societies bred domasd animals. Horticultural societies
cultivated fruits and vegetables. In more technicllty developed agrarian and feudal
societies, farmers were able to cultivate largeasiand supply more food for themselves, for
the lords and for a growing population. With evetgp in the development, these societies
became more stratified, inequalities in wealth aoever appeared too. The foundation of
cities and usage of money as a medium of exchalhgsea for further division of labour
that progressed quickly and many various crafteapma. People became focused mainly on
the craft they handled the best and surpluses of mneduction were traded for other goods
in towns. All the production was done primarilyaat individual level. Craftsmen were not
employed or hired to work and labour market did eéxist at the time. Yet, the situation was
about to change with the arrival of a new econosystem in Western Europe - the

capitalism.

The advent of capitalism was a revolutionary stegt tletermined the economic, political,
social and cultural development of humankind forngnaenturies. In its earliest form,

capitalism began to emerge in thd"t@ntury along the demise of feudalism that madeyma
peasants unoccupied (Wallerstein, 1974). Crowdsesh gathered in cities and, struggling to

find a job, agreed on working for an employer agage-labourer. Wage-labour was a newly



born, truly capitalistic relationship between warkeand employers. In this relationship,
workers were no longer paid for what they produbatl were paid on a regular basis for

selling their labour (Steinfeld, 2009).

For the first time in history, we can apply themelabour in its modern sense. Within the
capitalist system, human labour became a primatctorfaof production, not substantially

different from any other factor, over which capitaners have control (Robinson, 2004). In
the minds of capitalists, it represented anoth@utinthat needed to be purchased and
remunerated in order to contribute to the producficocess. And like for any other factor or

good, a competitive market for it emerged - thelalmarket.

Specific features of labour markets

The labour market is a market similar to any othéris a function of the forces of both
demand and supply. The supply side relates to ishaiys and how they supply their labour;
the demand side to how firms are prepared to paclkagilable work for producing their
outputs (Williams, 2004). Workers maximize theittityt, thus with an increasing wage, they
generally supply more labour. Employers, on theeotiand, maximize their profit and keep
employing workers up to a point where the margpraluct revenue and the marginal cost of
a worker are equal. Therefore with an increasingay@mployers demand less labour. The
labour market suits well the traditional supply atemand structure, however it has several

unique features that make it different from an wady commodity market.

First, it is characterized by a significant hetenogjty on the side of both supply and demand.
Diversity in the amount and type of skills possddsg workers is a central feature of modern
labour markets (Heckman and Sedlacek, 1985). Oisubply side, the differences occur in
workers' education, experience, specialization, ag&, domicile, mobility, linguistic and
personal skills and many other aspects. On the dérsle, heterogeneity is omnipresent.

With the increased availability of micro datasatsfioms and plants from the late 1980s and



1990s onwards, it became clear that there wasdinviast heterogeneity across producers
within industries, in terms of size, productivitgapital and skill-intensity, and wages
(Bernard et al., 2011). Then there is no surpriss making a perfect match between

employers and employees requires a huge effort rotim of them.

Second, labour wages tend to be inelastic, espedi@m below. Labour markets, in
particular the European ones, are characterizediring costs, generous unemployment
benefits and strong unions that are perceived taribote to sluggish labour market
adjustments. Moreover, the collective wage barggiprocess is seen to prevent wages from
adjusting instantaneously, introducing a substhdggree of wage rigidity (Christoffel and
Linzert, 2006). The sticky wages do not allow tleddur market to clear swiftly and
efficiently. As a result, there are long periodsuoemployment, vacancies and idle human

capital.

Third, the supply of labour is, contrarily to a aoodity, hugely bounded by biological
limits. Even if the demand for labour overlaps ddesably the supply, workers can provide
only a limited amount of labour a day as they nseuhe time for recovery. The scope of
regular working time and overtime is often guaradtéy the la& Moreover, the labour

force cannot be easily reproduced and it takesi@ &dnd some means to form a worker.

Fourth, it is a generally accepted fact that, kikcommodity market, the labour market's
equilibrium is characterized by an existing leveloemployment. The so called natural rate
of unemployment, pioneered in the works of MiltorieBman (1968) and Edmund Phelps
(1967), suggests there is a sub-optimal labour etarkquilibrium resulting from

imperfections, frictions and rigidities arisinghest in the labour forces or in the economy.

’To give an example, the EU has adopted a Working Time Directive that imposes maximum weekly
working hours, minimum daily rest period and rest break and other measures to protect workers’

health and safety.



Fifth, the labour market is heavily regulated mawded is liable to labour legislation. Labour
market regulation involves many aspects, rangirgmfihow employers contract for the
services of workers to the nature of the excharngeluding terms of conditions of

employment (Betcherman et al., 2001). Labour lamegally defines rights and obligations of
workers, employers, unions and governments andigesvor relations between them. The

principal aim of labour law is to promote produetiand safe workplacés

Sixth, the labour market is subjected to politicekrference and employment policies as
unemployment is a politically very sensitive subjednemployment affects not just the
jobless person, but also his or her family and aurdings. It disseminates despair and
frustration in society, promotes crime and violeaoce can eventually lead to riots and civil
unrests, such as those we recently witnessed iim 8p&reece. To avoid these problems and
loss of approval rating, politicians introduce stlos packages, take job-creating measures,

struggle to save existing jobs and otherwise iaterin the labour market.

New trends in labour markets in Europe and in the rest of the world

During the last decades, European countries underavegapid development in the social,
cultural and economic domain. This transformati@swven more intense in post-communist
countries of Central and Eastern Europe. Thankgprtmresses mainly in information

technologies, European citizens had to adapt thh@ewnew system of labour organization
and learn how to live in an information societBeniger, 1986). In the United States,

Canada, Western Europe and Japan, most of thehmeathes from informational goods.

*In the EU framework, the EC engages heavily in health and safety at work through the Directive on
the introduction of measures to encourage improvements in the safety and health of workers at
work.

* Information society is a post-industrial society characterised by information intensity in cultural,
political, and social life of most citizens and which is based on the production and distribution of

information



Digital citizens, those taking part in informatigociety, are supposed to manage, use and

distribute information in a productive way.

Companies in a fiercely competitive environmenivetto adjust swiftly to a fast changing
demand and business environment. Therefore, thefempihiring multi-skilled, flexible
employees that can make a real contribution in ipleltfields. This strategy allows
organisations to quickly respond to changes in pets] production methods and technology
since it enables to allocate employees where arehwlieded easily and without extra costs
(Atkinson and Meager, 1986). Being specializedng teld only, is not enough. Workers are
demanded to have more than one specialization @titefmore have solid computer skills

and/or speak different languages.

Companies also want their employees to remain &leated and in touch with the latest
novelties in their respective fields. Therefore,nn@mployees go through education and
retraining. Adult education, the new trend in lahaefers to learning undertaken by adults
after they have finished their initial educatiorheTpositive effect of adult education was
shown in a study led by Feinstein (2004) who prowed adult education boosts individuals’
productivity and can make a real long-lasting dbation to the company. No wonder top

performers are lifelong learners. The study alamébout that more educated workers are
better paid. It claims that one year of extra stihgancreases earnings by around 5-10%.
Adult learning is one of the EU education policiés.contributes not only to EU-wide

competitiveness and employability, but it also keip solve other, mainly social and civil,

issues.

Companies' labour tends to be more spatially déguerConcentration of businesses in large
cities forces many employees to commute on a debis from their residence to place of
work. As the urbanization rate in Europe increasgteadily and cities grow larger over time,

commuting from the suburbs and commuter belts sommon feature of urban labour



markets. As a result, spatial mobility of workerghin cities increases over time (Simpson,
1992). Distance from residence to workplace is beeg indeed larger. Sometimes,

employees commute from distant cities or even fn@mghbour countries to get to work.

Companies' labour tends to be spatially disperssml lzecause some employees work from
home. In the EU in 2005, an average of 7.0% of eyg#s worked from home at least a
guarter of the time, and 1.7% did so almost all tinee (European Industrial Relations

Observatory, 2010). If the production process cam fbagmented and distributed

independently among employees, homeworking, sormesti@ferred to as teleworking, seems
to be a suitable solution. Ceredian, one of thgelstrproviders of human resource services in
the world, provided the following list of the toert benefits of home working (see Table 1)

according to an internal survey.

Table 1: Benefits of working from home

Higher productivity, ability to work Better work/life balance, “family friendly”,
uninterrupted, especially on "project work" fit with domestic arrangements
Skill retention, greater commitment from Continuity for our clients, better customer
staff, greater loyalty service
Happier staff, higher morale, more Creates a positive image for the company,
motivation, good staff relations dynamic, flexible
Office space and other facilities go further Redloeerheads
Contributes to ability to offer flexible working Lower stress for staff, greater well-being
conditions, hours

Source: http://www.ceridian.co.uk

When evaluating employees' performance, more ane firms take into account the actual
work being done rather than the time spent on wadeg As a result, several companies
adopted a very liberal job attendance policies. Acam Netflix, world's leading Internet

television network, offers unlimited vacation tinffier salaried workers. In the same way,

10



Motley Fool, a company providing financial solutiofor investors, has no vacation policy.
Its director of external communications, Matthevodaon, stated "We just want you to get
your work done, however you're going to do it be@icConnell and McPike, 2013).
Therefore firms give their employees a significkeviel of temporal flexibility and the issue
of working hours is agreed on an individual le@laggered working hours permit to better
manage time for work and family or recreation. A@aby Juliane Scheffel (2011), who
studied the parental and working issues in Germdesonstrated that flexibility in working
schedules allows parents to spend about 30 % nimee with their children and thus to

reconcile family and work.

Over the last decades, the statute of women inwiwkforce has changed dramatically.
Changes in demographic patterns, cultural percegtiavomen, trends in lifestyle and policy

measures allowed for their active participationwarkforces. Based on a US Bureau of
labour statistics (2013), labour force participatis significantly higher among women today
than it was in the 1970s and a larger share of woane working full time and year round.

Women'’s earnings as a proportion of men’s earnalge have grown over time. In 1979,
women working full time earned 62% of what men did2011, women’s earnings were 82
% of men’s. Several policy measures have been takequalize the work opportunities for
men and women. The European Commission, for examipés defended a highly

controversial proposal for there to be at least 40%omen's non-executive directors in the

boards of big listed companies by 2020.

Recently, a new trend in the recruitment procdssijriternal hiring, becomes frequent among
large and medium-sized firms. Internal hiring, aternal recruitment, means filing a
vacancy by an employee from within the firm. BasedDan Schawbel's findings (2012)
internal recruitment is cheaper and quicker congbaoeexternal hiring. It also shortens a
training period and a risk of choosing a wrong cdai@ is heavily reduced, as every

employer knows the candidates better.
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Also, the youth unemployment is a hot issue in paroEU statistics show that the
unemployment rate among young people in Januar8 2@k more than twice as high as the
adult ones, reaching 23.6%. Youth unemploymentratteritical levels in countries most hit
by the economic recession. For example, the yoodmployment rate has hit a record of
53% in Spain. In Greece, the level is over 55% idvtose to attain 75% in some parts of the

country.

Finally, the role of trade unions has gone throeghsiderable changes. Since the early
1990s, unions have lost their influence and powenost of the EU countries due to tough
global competition, outsourcing or legal constmir@hris Wright (2011) points out that the
propensity of employers to substitute union-baseter mechanisms for non-union ones
indicates a belief among employers that union-ordice does not ‘add value’ to their
business or organisational objectives. However,attays unions are no longer thought of as
obstacles to flexible adjustment and companies' patitiveness. Sarah Podro (2011)
suggests that in the context of this softeningttifuales, unions are to assert themselves as

agents of conciliation and conflict resolution.

Along with economic progresses, changes in theuabere initiated also by the EU labour
legislation, creation of a single market and eathges of common currency. Streeck and
Schmitter (1991) claimed in their work that theatien of a single European market would
lead to a decline in the national corporatist systS8imilarly, Visser and Ebbinghaus (1992)
argued that organized labour in Europe will havb@éoome transnational or it will not be part
of the future. Well, these statements, dating ftbenearly 1990s, were made in the period of
high optimism over the EU's ambitious single margadject. Let's analyse what the EU

labour market looks like nowadays, more than 20s/kder.
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Strengths and weaknesses of the EU labour market

Earlier, we denoted the labour market as a nomnmmaket where employers demand and
workers supply labour. In this chapter, we are gaofocus more closely on the current state
of the labour market in the EU, especially on thectioning, efficiency, flexibility and its

special features.

Stylized facts about the EU labour market

The current state of labour markets in the wholeig€bugely determined by the persistent
economic crisis (Torres, 2013). Uncertainty abdue future development as well as
unsatisfactory macro data on European economiea hagative impact on employment. Not
only were there massive layoffs, but the persistieceleration of GDP growth dampens the
job creation process. As a result, the overall Bdnoployment rate has been rising fast (see
Graph 1) and by March 2013, it attained 11%, whidans that in the EU, more that 26.5

million people are currently job seekers.

Graph 1: Unemployment rate in the EU (in %)

Source: Eurostat (2013), seasonally adjusted

Interestingly, the crisis does not seem to havequal impact in terms of employment rates
in all countries. In fact, since the onset of thesis, labour markets within the EU are
divergent. While in countries like Germany or Aisstthe unemployment remains steady or

slightly decreases, in Spain or Greece, the ungmp#at rate rockets (see Graph 2).
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Graph 2: Unemployment rate in selected EU countries (jn %)
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Source: Eurostat (2013), seasonally adjusted

Simple variance statistic of the unemployment raethe EU confirms the asymmetry in

economic shocks (see Graph 3) and the trend ofgihge unemployment rates is likely to

continue in 2014, according to the European Comom&s2013 European Economic Winter

Forecast (EC, 2013)

Graph 3: Variance of unemployment rate in the EU
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Source: Eurostat (2013), own computations

The EU is highly concerned with youth unemployméat is steadily increasing over time

(see Graph 4) and takes concrete measures to teckéeord levels. The Youth Employment

Initiative, a €6 billion project launched by the rBpean Council in February 2013, is

supposed to help young people not in educationJament or training living in affected

regions.
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Graph 4: Youth unemployment rate in the EU (in %)
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Source: Eurostat (2013), seasonally adjusted

There are more and more people who have been gezkab for 12 months or more and are
still out of work. The long-term unemployment be@sranother sensitive issue of the EU
labour market. Its levels within the active popuatand within the unemployed have been

rising for several years (see Graph 5) and nowadagsncerns 10 million Europeans.

Graph 5: Long-term unemployment as a share of total of ueympent in the EU (in %)

30,0

Source: Eurostat (2013)

The EU is implementing policig$o reduce skills shortages of long-term unemployettain

them or implement new forms of unemployment bensyitems to motivate long-term

> European Employment Strategy, funded by the European Social Fund, aims to support and retrain

the long-term unemployed, so they can return to the labour market.
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unemployed to seek actively for a job. Despite #fiort, the odds are that the long-term

unemployment is going to remain considerably high.

Concerning the costs of labour, European counsfesv huge diversity in how much an
employee costs. We can compare (see Graph 6)tdddaiour costs in industry, construction
and services (except public administration, defemoenpulsory social security) per hour

worked in all EU countries for 2012.

Graph 6: Total labour costs in the EU (in €)
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While in Sweden a worker is getting paid about £89 hour, in Bulgaria, he would cost

Source: Eurostat (2013)

more than ten times less - €3.70 only. Howeversgeheumbers should not be taken for
country's competitiveness as there is historicalty relation between the growth of unit

labour costs and the growth of outhut

In terms of the labour market flexibility, the sition is also dissimilar in the EU countries.
Labour markets differ a lot in the speed with whibby adapt to changes in the society and
the economy. Based on Nickell's (1997) findingsyntdes like Austria, Portugal or Sweden
are not noted for the flexibility of their labourankets. Britain, on the other hand, has always

had the most flexible labour market in Europe @ngard measures. This ability to adapt is

® This paradoxical phenomenon was first described by Cambridge economist Nicholas Kaldor, hence

its name the Kaldor's paradox (Kaldor, 1978)
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determined by many aspects, primarily by employnhegislation, institutional environment,
wage flexibility, geographical and occupational ifiob of the population, infrastructure,

education and (re) training.

The EU labour market suffers from a persisting germhy gap in the average gross hourly
earnings of men and women. The pay gap in 2011 ateduo 16.6% in the EU average, but
in countries like Estonia or Austria it attained3% and 23.7% respectively (Eurostat, 2013).
The EU is heavily engaged in eliminating the gapatt why it adopted a Directive

2000/78/EC on establishing a general frameworkegual treatment in employment and
occupation, thus preventing everyone from discration based on sex, race or ethnic origin,

religion or belief, disability, age or sexual origtion.

Many EU directives seek to improve the conditiohthe labour market. The EU has created
a whole legislative framework that determines #itmlr environment in member states. Let's

discuss a bit this framework in the following senti

Labour legislative framework in the EU

EU legislation dealing with labour law is supposed clearly establish the rights and
obligations of workers and employers in the workplaBy supporting and complementing
Member States’ labour policies, the EU legislatisnheading toward guaranteeing high
standards of employment, social protection and awgd working conditions. The

Community law is then transposed, implemented afioreed by national law.

The EU takes guaranteeing basic working conditierg seriously and is heavily engaged in
this issue both in and outsidef the EU area. For the EU area, it adopted thedive

89/391/EEC on the introduction of measures to eragmlimprovements in the safety and

"Most recently, after the collapse of a building with garment factories in Dhaka, the EU pressed for an
investigation into labour practices in Bangladesh. Also, the European commissioner for trade Karel De

Gucht urged European cloth companies to take responsibility for conditions along their supply lines.
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health of workers at work. It applies basically alb sectors of activity, both public and
private. It establishes general principles dealwith the protection of safety and health,
assessment, elimination and prevention of riskssatsl employers’ and workers' obligations
to meet these goals. And it has been quite sueade<sfaph 7 depicts the number of

accidents at work for the EU-4&0om 2000 to 2010.

Graph 7: Accidents at work in the EU-15 (in thousands)
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Source: Eurostat (2013)

The truth is that accidents at work burden hedvwilth workers and employers and represent
huge costs for the economy. A recent report for Department of Enterprise, Trade and
Employment by Indecon Consultants (2006) discovénatithe overall share of occupational
injuries and illnesses represent in a typical dgweti economy approximately 2-4% of
national income. A substantial part of these cdatls on social security systems and
consequently on public finance. Thence, the EU &¢tsget of another 25% cut in accidents

at work in a so called EU Strategy 2007-2012.

The EU legislation is further reinforcing the emydes' status in companies. The Directive
2002/14/EC establishing a general framework fooriming and consulting employees in the
European Community tries to spur the mutual diadogatween employers and employees.

The duty of information and consultation covers mhaieconomic, financial and strategic

® EU-15 is a term used to denote 15 EU Member States prior to the 2004 enlargement
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developments. Involvement of employees in the dmtimaking seeks to better anticipate

future problems and make the organisation of lalboane flexible.

Council Directive 98/59/EC relating to collectiveedundancies obliges an employer
considering collective redundancies to consult witie employees' representatives on
reaching an agreement. This measure seeks to aveitdleast mitigate the consequences of
collective redundancies. The solution often cossidtredeploying or retraining of workers

made redundant.

The Directive 2001/23/EC relating to the safeguagdif employees' rights in the event of a
transfer of undertakings or businesses represaemither effort to strengthen employees'
rights. The Directive stipulates recognition of doyees' rights and duties stemming from
the employment contracts in a case of legal transfemerger, regardless of the type of

employment relationships.

There are other directives that the EU has adojatestcure and protect employees' rights,
yet, they need not to be discussed in detail. Tinecipal idea remains the same - EU is
building a robust legal framework to assure thargemployee, ho matter whether he works

in England or in Rumania, does enjoy equally higindards at work.

Yet, regulation of a labour market has also th&kaaside - it dampens the labour market
flexibility. It prevents companies from swift reamts and just-in-time management. The fast
world, we live in today, ever-changing consumettéasand rapid technology progresses
simply call for flexibility. Therefore, the EU isrpmoting a system of flexicurity — a system
that ensures high level of social security withleatming the flexibility of the labour market.

The system is put through by the European social.fu
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European Social Fund

The European Social Fund (ESF) is a part of EU'pleyment, social affairs & inclusion

policy. It deals mainly with European human researand employment opportunities. With
an annual budget over €10 billion, it improves jofmspects for youth, students, young
graduates and job-seekers. The recent economis bas made the ESF a vital institution
that helps the unemployed overcome the severdisitiuan a labour market and find a decent
job. The ESF is not a substitute for placementeffiat all. It merely provides a funding to

diverse employment-related projects concerningcipally three issues.

First, the ESF is financially engaged in supportaycation and training of young people.
The aim is to make sure they complete their edocatet their degree and therefore become
more competitive on the European and global maikes. fund contributes also to a smooth
shift from studies to work. It struggles to builg a closer relationship between university
and business sectors. Not only the cooperation bsamseful in putting theoretical and
academic discoveries and inventions into practimg, it also contributes to a painless

integration of graduates and academic staff intckwo

Second, the ESF is struggling to integrate indialdun difficulties and disadvantaged groups
and to get them skills to find a job. It is becawsgob gives employees a feeling of
independence, social responsibility and belongioigesvhere. Thus, by offering an equal
chance to everyone, the fund is fighting againgtiadoexclusion of disabled, released

offenders, ethnic minorities, etc.

Third, high unemployment levels across Europe amdrhobility of the labour force are of
the main concern of the EU. In general, the ESPerp projects aimed at creating hew job
opportunities and projects aimed to help job-seekead a job. The ESF activities comprise

of thousands of projects spread across the EU aed % million people took part in ESF
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activities in many economic sectors. The ESF ie alsgaged in supporting labour mobility,

an issue that is going to be analysed thoroughilgérfollowing part.

Stylized facts of labour mobility in the EU

As we are going to refer to labour mobility quitien, it is useful to state clearly what this
term includes. From now on, the labour mobilitylwéfer to the ability or willingness of

workers to

* Change of worker's domicile, for a
e Medium or long-term, for a
*  Working purpose, while

» Crossing the state frontier is included

Workers can move for voluntary reasons - personatamnomic - and coerced reasons -
political, ethnic, social or religious. The termesonot include regional mobility, mobility
within a state, commuting (even from one state riotl@er) or occupational mobility. So
whenever in the text hereinafter the terms laboigration, labour mobility or simply

mobility are mentioned, they refer to the definitistated here.

Human migration has a similar, though slightly eliéint meaning as it refers to the
movement of people in general. According to Unitéadions' understanding, the migration is
a flow of persons who change their country of usasidence. So unlike labour mobility, the
term migration includes also movement of studerdgifed or to nomadic lifestyle where

people move continuously from one place to another.

The 2004 enlargement of the EU provided Central Bastern European countries a huge
opportunity to become part of the Common marketreMmportantly, workers from the New

Member States were given access to fully or pértiapen labour markets in foreign,
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principally Western, countries. This was an unptdecéed occasion to enter relatively
homogenous and developed labour markets enjoy higlaries, better working conditions,
broader experience and perhaps more interestingtainging work. Did the New Member
States grasp this opportunity? What attitude adbtite Old Member States to a threatening
influx of immigrants? Let's discuss the developmaitabour mobility within the EU in the

following part.

Development and current state of labour mobility

In the Old Member States (these is how the EU-1sislly referred to), the enlargement of
the EU was preceded by tense debates over thexiwofluimmigration, labour market,

unemployment and social consequences (Doyle eR@06). Deputies argued whether to
open national labour markets to workers from Newrider States at all and if so, to what
extent. As no global solution was reached, somestallowed for free access to national

labour markets while others implemented transiliogstrictions.

Finally, out of the EU-15 countries only Sweden,itth Kingdom and Ireland decided to
allow an unlimited access to their national labooarkets to citizens from Accession
countries. Other states, concerned with a possiibek to national labour markets and to
wage levels, imposed a transitional period randingh 2 to 7 years in order to control the
inflow of foreign workers. However, the rationalétbese concerns is at least doubtful. A
discussion paper of the National Institute of Ecoimoand Social Research's study (Holland
et al., 2011) estimated that since the 2004 entaege only about 1.8% of the EU-8
population have moved to the EU-15 area. In macmawnic terms, the workers' inflow of
this scope is not very significant. The discusgpaper estimated that due to the enlargement,
the population in destination countries raised b§%® which is unlikely to make any

considerable impact on national GDPs, employmenaye levels. Some source countries,

° EU-8 is a term used to denote EU-10 countries excluding Malta and Cyprus
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namely the Baltic ones, might experience a mildrelse in GDP (potential) due to
emigration of labour force, even though remittansesst home by off-shore workers would
outweigh the negative impact. The following grapgpidts the percentage of labour force
moving from Lithuania between 2002 and 2011. Egtlgciowards the end of this period,

the ratio is elevated.

Graph 8: Labour force outflow from Lithuania (in %)
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Rather, the source countries may be concernedlevititterm GDP per capita loss due to the
fact that migrants are mostly well educated, yoand perspective people (Ozden and Schiff,
2006). The following graph depicts the emigratidryaung people aged between 20 and 34
years from EU-8 countries. Apparently, the New MemSBtates might be threatened by the
brain drain as young people represent on avera@e df7all emigrants. In countries like

Czech Republic or Poland, it reaches 58% and 53@erdively (Eurostat, 2013).
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Graph 9: Emigration fromAccession Countries 2004-2008 {irousand:
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In general, if we abstain from geographical, ageducation dimension, the labour mobi
flows in theEU remain on onsiderably lowefevel. Despite the EU's effort to allow t
labour force tanove freely, the mobility within the Eremainsweak. The following grap
depicts the share of Eblrn workerswho are now working in other &mberState than the
one of their origin. Obviously, trshare remains belo@2. By way of contrast, thshare of

non EUborn workers working ithe EU ismore than twice as high and reac7%.

Graph 1C: Share of foreign-born workers in EU (in %)
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European Commission reached simiconclusions. Its report entitleBEmployment ad
Social Developments in Eurc (EC, 2011) stated tharound 3.4 % of E-born workers
work in a Member Sta other than that of their birthA Eurobarometer survey

geographical and labour market mobilityurobarometer, 2010) showeldat no more tha
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10% of Europeans have lived and worked abroadratgmoint in their life. Unfortunatel’
very modest levelsf labour mobilityarenot likely to change as the immigrat flow of EU-

born workers to another EU country in 2(was 0.2%.

In the EU, there are three countries, namely It@grmany and UK, thican be labelled n
destinations. The Graph Hepicts the net flow of workers in EU countrie2011. Althougr
Italy's first place might be a bit surprising, Germany anc, stable and powerful economi
resistingto economic recessi, are attractive destinationslet sources countries are of t
types, thesare either countries severely hit by the recesdike,Spain, reland, Greece or

Portugal, or accessiomuentries like Lithuania, Czechepublic, Latviaand similar one.

Graph 11: Net immigration in 2011 (in thousands)
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The financial crisis in Europcaused a sharp decline in the outpuEafopean cuntries,
negatively affected the situation on labour markatsl thereforealtered the migratio
patterns. The following grapcompares the levels of labour flow inselected Europes
countries in 2007 and R00¢. Countries that were severeli hy the recession like Spaor
Ireland, suffereda significan immigration drop, in some cases by 0%&%. On the othe
hand, the labour immigration increased countries with esily accessible labour marl
andbr in countries resisting to the economic downtisuch as theNetherland,UK or

Sweden.

25



Graph 12: Total immigration 2009 compared to 2007 level (i)
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Labour mobility stimulation: the practices used in the EU

Although in the short terman excessive inflow of labour forcean destabilize tt national
labour markets(Triandafyllidou and Gropi, 2007) it is supposed to enhance -
competitivenessproductivity and potential output in the long ruas we will see later «.

Thence, bbng with the formation cthe EU's internal market, Europebadie: struggled to
eliminate all barriers to geographical labour migpilThanks to their effort, in 198five

European countries agreed on abolishing borderralsnand by 1995 they created
borderless Schengen Ardade Area works as a single state withsystemati border checks
and allows internal citizens to move freely. Theadvas soon borrowed b\WU bodies and
incorporated into theunior law. Today, 26 European countriegpst of which are El

memberstake part in the Schengen At

The ESFis not the only EU institution to support the labauobility. The European
Employment Service HURES) is a public network intended for citizens in the wh
European Economic Arg&EA). Its main task iso provide useful information and advisc
and job-matchingservices to job seekers and employers throughoubpg It runs a
European job mobility portal tt cooperates with all members' unemployment ¢ and
provides a wide supply of vacanc. Above that, it offers additional information canging

the living, working and employment conditions all EU countriesto make sure th:
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everyone who is willing to work abroad is well imieed. Generally, by providing detailed
guidelines on how to find a job and move abroaduts the EU's principle of free movement

of workers into practice.

The EU aims at stimulating the labour mobility afirBpean citizens in their younger age,
even before they join the labour force. In orderdt so, it manages and funds different
programmes allowing for greater mobility of studemtround Europe. The Erasmus, for
example, is an EU student exchange programme uhef allows for student placements in
enterprises and funds projects of many Europeahehigducation institutions. Thanks to
Erasmus, more than 230 000 students a year ara givdhance to study abroad. Such an
experience gives them a notion of what living adrgavolves in case they are thinking of

working abroad.

Comenius, an EU educational programme, focusesaaasing the mobility of pupils across
the EU and on enhancing partnerships between schodifferent Member States. The EU
legislation acts in concert with these programmesEbl citizens' children are entitled to
attend school in any Member State under the saméiteans as nationals of that state. The
EU is aware of the fact that a moving of a workemives often moving of his children too.
Different programs supporting student and pupil ititgbacross Europe, makes it easier for

worker with a family to settle abroad.

Comparison of labour mobility in the EU and other countries

So far, we have learnt that despite the legal righhove freely, European citizens do not
exploit this opportunity and thence the labour rigbremains low. Let's see whether the
situation is somehow different in other comparadtenomics. As an example, we compare

the labour mobility in the US and Canada.

Let's first consider the situation in the US. Stats of labour flows witness that the internal

mobility is significantly higher in the US than ather advanced economies. Raven Molloy's
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(2011) survey unveils that roughly 1.5"% of the wlagon moves between two of the four
Census regions (Northeast, Midwest, South, and Méestually, and about the same number
of individuals (roughly 1.3% of the population) neoto a different state within the same
region. In addition, roughly 3% move across cownighin the same state. It is important to

stress that these statistics display annual |efefsgration.

If we consider the lifetime migration levels, thetistics become even more distinct from
European levels. The above mentioned study stagesas of 2009, approximately 17.5% of
the population at least once in the lifetime migdato another region and 31.0% of the
population migrated across the state border. Toisen that the EU and the US economies
are relatively comparable and the average areastite in the EU and US are not dissimilar,

the statistics point out the striking differencehe labour mobility in those two economies.

In case of Canada, the situation is not dramaidfferent from the EU, yet, the migration
levels are still higher. Canada is divided into tE8ritorial units (10 provinces and 3
territories) where an average territorial unitheat 4.5 times larger than an average EU state.
Despite large distances between these units, levklsross territorial migration have
remained quite high, around 1% annually (Bendi@é4,3). In other words, every year more
than 337,000 Canadians move from one territoridltoranother and settle there. In terms of
long-life migration, a study by Ross Finnie (19%3tes that nearly 7.4% of population

changed a domicile province or territory duringfe, which is three times the EU level.

Obviously, when putting the statistics of labourhility of comparable economies next to
each other, the levels in the EU are substantiayer. Surprisingly though, European
citizens consider the possibility of free movemehpeople to be one of the most positive
feature of European integration. A Eurobarometawvesy stated that 60% of Europeans
believe mobility is good for European integratiordaearly 50% of them are persuaded that

it is a good thing for an individual (Eurobarome2010).
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Then, given that EU population is granted the rightnove and work freely in the EU and in
general finds it positive, why the mobility levelsmain so low? This is the question we are
going to tackle in what follows. We are going tcasdh for the roots of modest labour
mobility within the EU. The next chapter will lea through a theoretical background of

migration.
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Theoretical background

This chapter analyses thoroughly motives of workerngration. It examines economic,
social and cultural background and incentives t@ingpfrom one country to another. It will

consider several migration theories and a couptaarfels.

Migration theories

There exist several theories dealing with laboubifitg. Economists have been interested in
the migration since always and came up with differtheories struggling to explain the
incentives and scope of labour mobility. The fiastd most straightforward theories were
conceived by classic economist back in th& d@ntury. In the course of time, simple theories
were complemented by more complex and sophisticated. In this part, we will go through

them.

Neoclassical theory

Neoclassical theory of migration is perhaps theesicand most straightforward of migration
theories. Its main features were formulated by Jdioks (1932), but its roots go back all the
way to the works of Adam Smith. This theory simptgtes that workers' incentives to move
arise from differences in the supply of and demé&od labour force in various places.
According to this reasoning, workers move from arabundant in labour force, where the
market equilibrium wage is low, to areas that litclknd where the equilibrium wage is
consequently high. The wage differential is therefine main force that makes rational and
utility-maximizing workers move. The flow of workewill continue until the wages equalize

and the incentives of moving fades out.

The theory was formalized into a behavioural mdoelMichael Todaro (1969) and later

developed for two countries (Borjas, 1990). The eldadcludes following variables:
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* V(0) stands for the expected net real income gain frognation over
the time horizom

» 1 stands for the discount rate

* C(0) stands for the initial migration costs

* Ys(1),Yp (t) stand for income wage in the sourEdnd destination
(D) countries at time

* ps(t), po (t) stand for the probability of being employed in Hoarce

(S and destinationY) countries

The neoclassical theory anticipates migration & tliscounted net present vaM@) given
by

n

v(0) = f 05 ()Y () — ps (Y5 ()] e~ dt — C(0)
t=0

is positive. In other words, the migration takescgl if the expected discounted income gain

outweighs the migration costs.

No matter how powerful and compelling this theoryglm be, it became an object of
numerous challenges. Many critics objected to @@y as too simplistic, not reflecting the
reality and building upon unrealistic, neo-claskiaasumptions. Also, empirical testing
proved that the theory was not able to explain atign patterns in a satisfactory manner. It

was therefore extended or entirely replaced byrdtteories.

Human capital theory

Human capital theory of migration extends the nessital point of view by including non-
formalistic and non-pecuniary issues, whilst théorele is similar to the previous case.

Human capital theory was summarized by SjaastaPji€tating that an individual considers
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moving to a foreign country as a sort of investnadiitis human capital and weighs therefore

potential gains and losses stemming from migration.

The human capital theory is important, becausegli@tly assumes that migration incentives
do not rely solely on wage differentials and empient probability. It focuses on the costs
of migration and it takes into account not onlyaficial costs, but also the human side of
migration. Issues like psychological costs, desibmapreferences, job searching costs and
non-pecuniary gains and losses stemming from niggrdiave considerable impact on the

decision-making process.

From this perspective, workers would prefer to mdoecountries with generous social
security system, high standard of living, low criatity level, etc. The overall attractiveness
and the subjective perception of a destination tgunay therefore play an important role in
the decision making. It may, in certain cases, m#ie migration costs negative and
consequently even a negative earning different@lld not necessarily discourage workers

from moving.

Collective decision migration

Previous migration theories considered a migratiom an individual point of view. Unlike
these, the collective decision migration theorysiders the relevance of social and family
ties. It extends the decision making to every mendjea family or a social group the
individual is part of. This theory is especiallyrfi@ent to the EU labour market as according
to Eurobarometer's findings (Eurobarometer, 20[&8f than 37% of Europeans would move
to a foreign country all alone. The rest would eatho with their partner, children, friends or
relatives. As a result, for the major part of pesjve migrants, the decision to move turns
out to be a family (or collective) decision. Thengeins and losses of every member of the

family ought to be taken into account. If everyémexpected to benefit from the migration
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then everything is fine and they move. In practicewever, this happens very rarely and

family members have rather conflicting interesiriaving to a foreign country.

Jacob Mincer (1978) published an article entitlemiy migration decisions where he
developed a model of collective decision making-aAgs migration. His idea is

straightforward. He considers a household with peosons that would either both stay or
both move to a foreign country. Mincer claims ttis migration takes place if household's
net gains are positive. Even if one person gaims fthe migration while the other loses, it is

efficient to move given that the joint gains rempasitive.

Network effect theory

The network effect theory is one of the latest atign theories. It was advanced by Douglas
Massey (1993) who defined a migrant network astaokénterpersonal ties that connect
migrants, former migrants, and nonmigrants in arighd destination areas through ties of

kinship, friendship, and shared community origin.

The first movers experience a harsh time and falegively high migration and settling costs.
They do not have any knowledge of local conditiand they lack social or business ties with
locals. By the time, however, they acquire usefubwledge and experience that can be
advised through the network. Spreading of know-hogeful information, knowledge and
social and business ties through a migrant networistitutes a valuable asset. Thanks to
this, prospective migrants enjoy significantly lowmigration costs and increased net

expected gains which increases the labour flows.

Thus, the network effect migration, sometimes ref#rto as cluster or herd migration,
creates large communities of migrants in foreigantoes. As the network grows larger with
time, it further reduces the migration costs. Euagpming worker gains new knowledge and

contributes to the tank of informational asset ikathared within the community. Broader
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informational asset reduces the migration costs @msequently attracts new incoming

workers. Thus, the migration becomes a self-pegtiety process.

Interestingly, language or cultural resemblancevbeh source and destination countries does
not seem to play a significant role in the clustaigration. For a newcomer who is
surrounded by relatives or a well known communihe language skills or knowledge of
local social and cultural habits are not requirksl.a result, cluster migration trends emerge
even between distant countries that has very littleeommon historically, culturally or
linguistically. Cohen's (1995) extensive surveyvaedrld migration gives an example of

massive inflows of Turks to Germany, Greeks to Aalst or Poles to the UK.

Dual labour market theory

So far, we have discussed theories based on n@esb-considerations. The dual labour
market migration theory, though, focuses ratherspacific features of labour markets in
developed countries. It transposes findings fromolat market segmentation into the
migration framework. The theory was developed byghdel Piore (1979) who argued that

developed economies have an intrinsic demand fongmant labour.

The theory stresses a fragmented nature of commvettiabour markets. Markets should not
be considered as compact, monolithic system, liberaas composed of diverse segments
that overlap only little or not at all. Although stolabour markets are also segmented in
terms of wages, sex, nationality, age, educatidn,, e@narket segmentation has been

colloquially divided into white collar and blue & jobs.

White collar jobs take place in the primary seatgth prestigious, well-paid, stable and
recognized labour and blue collar jobs in the sdaon sector characterized by poor
remuneration, no recognition and employment uncgwaAs labour force in developed

countries is often opposed to taking jobs in theosdary sector, a permanent need for
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foreign workers from developing countries emergeud, according to Piore, labour flows

are caused by pull factors of advanced economies.

There exist other migration theories explainingemo/es and rationales of international
labour flows such as institutional migration thearyworld system theory, but these are of
minor importance. The five theories we stated Imefiore provides a solid theoretical
background to understand what makes the laboue fo@ve from one state to another. In the
following part, we are going to analyse several el®dealing with international labour

flows.

Models of migration flows

Models of labour migration simulate the dynamicsl atopes of labour flows between
countries. Some of them also assess the outcothese flows in terms of welfare gains and
losses and anticipate winners and losers of magratn this section, we are going to examine

three models that deal with labour mobility, eawmnt a slightly different perspective.

Gravity migration model

The gravity migration model is the simplest modelabour flows. It was proposed by an
American economist K. Kerry in the middle of"8entury. The model assumes that labour
flows between two countries emerge in the same aggravity between two objects. The
rationale of this model stems from Isaac Newtoais bf universal gravitation, hence the

name. Newton's conclusion about the gravitatiomaes between all objects is formalized as

m;m,
F=6—73=
r

where

» Fis the force of gravity between two objects

* G s the gravitational constant
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* myis the mass of object 1
* m,is the mass of object 2

» risthe distance separating the objects' centres

Analogically to a gravity force between two masgbs, gravity migration model assumes
spatial mobility of workers as an outcome of derapgic force arising between two places.
George Stuart was the first to formulate in 1944 rthgration gravity model as follows

PP,

F=k-g

where

» Fis the demographic force between two territories
* kis a proportion coefficient

* Pyis a population of territory 1

* P,is a population of territory 2

» dis the distance separating those territories

This formula implies that labour flows between iteries is directly related to their

populations and inversely related to the distareteréen them. Although very simplistic, this
model is useful as it applies to labour flows witkities, regions or states and yields reliable
results while being tested empirically. According numerous statistical verification, the
coefficient of determination of gravity models rasgbetween 0.5 and 0.7 which is

surprisingly high.

The gravity model predicts an increased labour $ldvetween nearby countries with high
populations. In the EU framework, the model wouldygest huge labour flows between
France and Germany that are neighbouring courdndsheir aggregate population is nearly

147 million. Also, significant labour flows wouldeblikely between France and ltaly,
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neighbouring countries with 127 million citizenstotal and, though separated by the English
channel, France and Great Britain that are geogralph close and have over 128 million

citizens altogether.

The gravity model, however, suffers from many draeks. Apart from huge simplification
of labour migration principles, it builds upon ploa forces that occur in equal and opposite
pairs. In physical terms, whenever object A exarferce on object B, object B must also
exerts a force on object A and the two forces ayeakin magnitude and opposite in
directior® In the same way, the model assumes a reciprocaémment of workers of the
same magnitude and opposite direction between twatdes, a sort of intra-industry trading
with human capital. Something like that is rarelbserved in the real world and, moreover, it
runs counter to Dual labour market theory. Whatoae observe in practice are rather one
way flows of labour from poorer countries to moeveloped ones. Therefore, there needed
to be a model that would better explain the inagstiand outcomes of international labour

mobility.

Neoclassical model

A model based on neoclassical theories of migragimiains labour flows on a two-country
and two factors of production model. The model shahat labour mobility between the

countries generates overall welfare gains, yeeth@ght be some groups that are worse off.

The model assumes two countries, home (H) anddoréfF), two factors of production,
capital (K) and labour (L). Both countries produedy one goods using the same technology
with a decreasing marginal product of labour (ségufé 1) and both enjoy competitive

markets.

% This law is known as the third of Newton's laws of motion of classical mechanics.
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Figure 1: Marginal product of labour
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The area under the MRBLcurve represents the value of output produced.nCies use
different capital-labour ratios, the home counsyabundant in labour, while the foreign one
is abundant in capital. In the absence of laboubility, the real wage in home country

would be lower compared to the wage in the foreguntry.

If the mobility of labour is enabled between thése countries, home workers would move
to foreign country until the marginal product obdaur equalizes in both countries. The
outflow of labour force from home country will rdsin real wage rise, while the same
inflow of workers to the foreign country will redei¢he real wage there. The situation under

labour mobility is depicted in Figure 2
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Figure 2: Neoclassical model
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The outcome of labour flow is following: Foreignutdry increases the output thanks to the
inflow of workers, workers from home country thagcitle to move are better off thanks to
higher wages, the overall output increases as eamfker who moves becomes more
productive in the foreign country. Workers in tharedign country lose as the real wage
decreases and country H may lose too as its oigpetiuced, but this fact might be offset by

the remittance sent home.

In the EU framework, neoclassical model would ssydrige labour flows from countries
that are labour abundant and/or where real wagedoav toward countries with higher
wages. As European countries show huge diversitydrkers' wages (see Graph 6), there
would be supposedly significant flows of workerenfr Bulgaria, Romania or Lithuania to
countries like Sweden, Denmark and Belgium wheey thould be better remunerated. The

labour flows would not cease until the wage lewegjsalize across Europe.

The neoclassical model of labour migration explaihe principles of labour mobility
between two countries that differs in wage levéisshows that when barriers to labour
mobility are removed, labour flows contribute tgher productivity, increased performance

of integral economy and higher wages for moverswvéier, there are some groups that lose
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from migration. Unfortunately, the model builds mpenrealistic assumption such as perfect
competition, identical technology of production,razemigration costs, flexible markets,

unified and undifferentiated labour force, etc. flhavhy we need a more sophisticated
migration models that would take these factors mtocount and give us a more realistic

picture of labour flow and its outcome.

Model with differentiated labour and rigid wages

In this model, we are going to release the asswmpif undifferentiated labour force and
perfect, flexible labour markets which might in tfame useful to better approximate the
conditions in EU labour markets. In fact, in mosttleem a minimum wage exists, labour
unions prevent wages from flexible adjusting armbia force is anything but homogeneous,

as pointed out by the dual labour market theorgudised in the previous section.

Model with differentiated labour and rigid wagesw@ses an economy in autarky producing a
single output with a pre-determined price. In thedoction process, it uses capital and two
types of complementary workers - skilled and uhs#til Native residents supply labour at
fixed levels and are perfectly substitutable by ignants. While the wage for skilled labour
in a competitive market is set tgyvthe wage for unskilled labour is set by natiamabns to
Wwyo Which is well above the equilibrium wage. As auteunemployment §, - L, exists. The
result of what happens if unskilled labour is gegihticcess to home market is depicted in

Figure 3.
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Figure 3: Unskilled labour migration
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Source: Based on Bauer and Zimmermann (1999)

In this case, an inflow of unskilled workers shitfit® labour supply curve to the right from
Lso to Ls; and forces the union to lower the wages ftg Wwecause otherwise, a huge
unemployment of unskilled would emerge. Employmeitinskilled grows from j.to L,
and, as the model assumes complementarily of glaliel unskilled workers, the demand for
skilled workers rises. The demand curve shifts fidgno D; and market forces make the
wage increase fromayto ws;. As a result, the inflow of foreign unskilled werls depresses
wages of unskilled and pushes the economy towandpettive equilibrium. The overall
employment effect hinges upon how powerful labounions are. Nevertheless, it is
reasonable to suppose that the employment effectriekilled native workers would be

negative, while the total employment would increase

The outcome of skilled labour inflow is depictedrigure 4.
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Figure 4: Skilled labour migration
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Source: Based on Bauer and Zimmermann (1999)

In this case, immigrants represent perfect sulbetitto skilled workers and complements to
unskilled ones. The inflow of skilled workers pusltee labour supply on a skilled labour
market to the right from dg to Ls; leading to new equilibrium Bwith higher employment
and lower wages. Again, the complementarity oflsttiland unskilled workers pushes the
demand for unskilled workers to the right frormge@o Dy; and employment increases from L
to L;. The increase in unskilled employment makes theaghel for skilled labours shift from
Dso to Ds; to a new equilibrium E The union, again, could struggle for a wage iaseg but

it is not likely to completely offset the positivemployment effect. So the overall

employment in this case will increase.

In the EU context, both skilled and unskilled labdwws are relevant. The case of low
skilled labour inflow helps to predict the outcomédnen less-qualified or less-educated

workers come Germany, Belgium, France or Italy wheue to strong unions, the unskilled
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labour wages are sticky. On the other hand, the oaskilled labour inflow simulates the
situation when the brain drain makes talented agldihskilled labour force leave the home

country.

The model with differentiated labour and rigid wagkemonstrated that labour inflows are
likely to have positive impacts on the destinatamuntry. It does not however imply, that
everyone profits from the labour inflows. There htie some groups of natives that end up

worse off, as they can suffer from job loss or weaghuction.

Review of labour mobility studies and methodology

Just prior the empirical part, we are going to exemwo studies of labour mobility in the

EU and comment on the methodology used.

The first, rather theoretical study was conductedhe Institute for the Study of Labour and
lead by Holger Bonin (2008). The study analyzetistieal data of labour flows between EU-
15 countries and New Member States. It focusedam thany workers changed the country
of residence and also on their profiles. The stoalycludes that in the EU-15 countries, the
share of foreign born workers increased duringldlse decade. Surprisingly, the largest part
of foreign nationals comes from outside the EU anlg a minor part comes from the EU-15
states. In what concerns the profile of movers ftbemNew Member States, they are rather
younger and low-skilled. The opposite, however,deofor movers from another EU-15

country who are on average older and more educated.

In terms of mobility drivers, the study states thaside higher income, main drivers consist
in personal evaluation of working conditions, hogsi network related factors and local
environmental conditions. However, the study emjsegsa high heterogeneity of movers'

profiles and a consequent high diversity in thabjsctive preferences and expectations.
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Casting about a desired level of labour mobilibhe study concedes that an optimum level is
not evident. Yet, taking into account economic, dgmaphic and social perspective, it
concludes that geographic mobility in Europe ig@mneral too low because of language and
cultural barriers. The study suggests it would &&sonable to assume that increased intra-
European mobility would increase the welfare of thet majority of Europeans. Also, most
of social costs associated with increased intrafigration are probably not too large

considering the low level of geographic mobilityamin Europe.

The second, rather empirical, study by the Natiomstitute of Economic and Social

Research headed by Dawn Holland (2011) represediféeaent approach toward the labour
mobility analysis. The study tries to assess areese in labour mobility that resulted from
EU enlargements. It analysed mobility data of EUeb&ntries from 2004 to 2009 and ran a
panel regression taking for variables GDP per eapihemployment rate and index of

relative restrictions on mobility.

This approach allows for more accurate analysiglméur mobility. Taking "hard data" and
running a regression analysis provides reliablecealr results. The study concluded that the
enlargement process is responsible for 75% of abedr shifts while the remaining 25%
would have moved anyway. Although labour mobilibabysis of this type does not reach for

a high explanation value, it helps to determinetwhability drivers are the most significant.
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Empirical analysis of the EU labour mobility

So far, we have made a thorough research backgrotinide labour market and labour
mobility in the EU. We scrutinized and commentedtba data and compared it to other
economies. We have discussed labour mobility frommeoretical point of view too and
presented the most influential theories and modedding with this issue. In this part, we are
going to perform an empirical analysis of labourbitity that will help us to determine the
factual drivers and barriers to labour mobility.efilhwe will be able to conclude on the limits

of labour mobility within the EU.

Regression analysis: the data and the model

Regression analysis will allow us to estimate stiatil relationships between the scope of
labour flows and different variables. Moreover,willl display the significance of these
variables and the explanatory value of the enticdeh Although some labour mobility
studies fancy a sort of lay approach, such as Bomiork (2008) presented in the previous

section, in this study, we will use several regassmodels and build upon their results.

Data and the reference group

A very common problem with labour mobility studies, migration studies in general, is the
lack of appropriate data series. A study that enpas®ses a long observation period may yield
reliable results, but the longer the period is, ifgher risk of a missing data. By the way of
contrast, with a short observation period it camkweith complete data, but the results might

not be relevant and determinative.

So far in this work, we have extracted data mafirdyn Eurostat. Unfortunately this database

lacks a considerable part of the data requiredndéewe will use also data provided by
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OECD database as well as by diverse national titalisoffices. Together, they would

provide complete and reliable data on labour flows.

For our econometric analysis of labour mobility it the EU, the original idea was to use
data from 25 Member States and their mutual labtaws between 2004 and 2011.
Unfortunately, after exploiting Eurostat, OECD dmstse and numerous national statistical
and immigration offices, data were still incompletatistics on labour inflows to Cyprus,
France, Portugal and Ireland are either complatglsing or are just fractional, therefore
these will not figure in our research. The 8-yeariqu is large enough to cover all mobility
drivers, such as the network migration effect thkes some time to make an impact, and all
barriers, such as temporary restriction. The timgool starts in 2004 which is the year of EU
Eastern enlargement and stretches till 2011 whennibst up-to-date data are available.
Despite the fact that Romania and Bulgaria joirredEU in 2007, labour flows into and out

of these countries will not be taken into account.

Model specification

Migration and mobility studies use generally twpdg of dependent variables: It is either
mobility flows in absolute numbers, i.e. the actnaimber of movers, or the share of movers
relative to the population. In our case, we stiskhe latter one. It is mainly because EU
countries show huge differences in their respeqtimpulations. The model cannot compare
labour flows in absolute numbers from Poland aeds Isay, Malta without taking into

account the population in these countries. Thatg we take for the dependent variable the
share of outflow workers on the population or tonbare precise on the population in active

age, between 15 and 64 years old.

In the theoretical part, we discussed every albmajobility drivers. This will help us now in
choosing relevant independent variables. The nssicial theory of migration and several

related theories pushes forward the wage diffembais the main force that makes rational
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and utility-maximizing workers move. Hence, thesffiindependent variable in our model will

be based on a wage differential. Due to differaraition in EU countries, the wage need to
be expressed in net earnings, and due to diffgnécd levels across Europe, we are going to
normalize it to purchasing power standard. Final wage variable stands for a ratio of
destination and source countries' average anntiaaraings in purchasing power standard

for a single person without children.

The behaviour model of neoclassical theory asswoesiderable migration costs the movers
are facing. The costs are proportional to a gedugeap distance between source and
destination country, so we include the this distaimto our model as another independent
variable. Moreover, distance between source anihdésn country is a crucial parameter of

the Gravity migration model too.

Determining a geographical distance between twonti®ms is a tricky question though.
When analysing flow of workers, it would be moreaate to consider a distance between
some sort of demographic centrepoints of the soainckedestination country. However, data
on EU countries' centroitfsare very scarce or do not exist at all. Therefoare approximate
the distance between two countries by the distaeteeen their capital cities. For countries
like Luxembourg or Latvia, this approximation maypnk well enough. It is because their
capitals are well centred and gather an esseraralop a national population. Unfortunately,
for countries with their capital cities near naibborders, like Slovakia, Estonia or Portugal,
the approximation might be quite rough. For examgigangenberg, Germany's centroid of
population, is more than 300 km away from Berlir@any's capital. As a result, assessing
a distance an average worker has to cover whennmdkom let's say Slovakia to Germany

as a simple distance between Bratislava and Bediy lead to a certain bias, unfortunately.

"' The centroid, or mean centre, is the point on which a rigid, weightless map would balance

perfectly, if the population members are represented as points of equal mass.
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Workers who decide to move to a foreign countryehovbear the costs related to finding a
new job. The longer they are looking for a job, tingher the costs will be. In a country with
a low level of unemployment, there are good chantdémnding a new job relatively quickly,
in a country with a high unemployment level, thoutite chances are considerably lower. In
conseguence, costs related to finding a new jolinaezsely proportional to the employment
level in the destination country. That's why we gang to integrate the unemployment

levels of destination countries into the model.

Our model is designed to go beyond the economidiaadcial variables of labour mobility.

It is meant to focus on non-pecuniary and persasakcts of labour mobility. Therefore,

human capital theory of migration has to be takdén account by the model. This theory

favours issues increasing personal costs of mosimd play a major role in the decision-

making process. There are many intangible factwas ¢an influence these costs, but there

are a couple of them than can be quantified amgjiated into the model.

The network effect migration theory points out tmportance of human networks formed by
immigrants of one country. The size of a networuees uncertainty and personal costs
borne by newcomers and influences the scope ofgnamis. The amount of movers depends
on past flows creating a cumulative, auto-regresgirocess. Thence, we integrate in the
model another independent variable, called laggeplation, indicating the scope of labour

flows from the previous period as.

Talking about uncertainty, labour force workingarforeign country is facing an exchange
rate risk in case of remittances or if planningdturn to home country in some point in the
future, for example for a retirement. It is therefeeasonable to presume that labour flows
between countries using the same currency wouldthigleer than between countries with

different ones. That's why we include in our modelummy variable called currency. This
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variable will indicate whether the source and aedidbn country share the same currency (i.e.

Euro) or not.

Language diversity constitutes most likely the maanrier to labour mobility in Europe and
it might be the main reason of poor mobility leveisEurope compared to US or Canada.
Although most of the European languages belongh& same family of Indo-European
languages, numerous branches, groups and langualgetsl make Europe a little Babel.
There are, however, populations of different caestusing the same official languages or
using languages of the same branch that are mytingédllligible, at least to some extent. In
terms of labour mobility, the language issue isnajor importance, therefore we are going to
approach it with major attention. For each pair2af different languages of our reference
group, there will be a coefficient of mutual intgibility. Coefficient 1 will indicate countries
with the same language (e.g. Germany and Aust@gfficient 0.5 will indicate countries
speaking languages of the same branch with highl fvmutual intelligibility (e.g. Portugal
and Spain), coefficient 0.1 will denote countripsaking languages of the same branch with
limited mutual intelligibility (e.g. Denmark and ®den) and finally, coefficient O will denote

countries speaking completely different languages. Greece and Polard)

There is another thing we need to take into acceuhe language skills of the European
population. In March 2012, Eurobarometer publishedeport called Europeans and their
languages. It showed data on European populatieakémy foreign languages, namely
English, French, German, Spanish, Russian, Itali@hPolish, well enough to be able to have
a conversation. Thus, the language independerghblariwe include into the model, will take

into account both the lingual proximity of Europeapuntries and language skills of the

European population.

2 Eor further details, see Annex
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Earlier, we mentioned that many EU-15 countries Iémgnted transitional restrictions
toward workers from the New Member States concerrilre access to national labour
markets. The immigration policies can play an intot role in the decision-making process
of workers willing to move. Therefore, we will igeate into the model an immigration
policies’ dummy variable. This variable will indieawhether or not the access to national

labour market is limit by these restrictions

The scope transitional restrictions could be dididgo three stages. In the first stage, from
2004 to 2007, only 3 Member States, namely Irelaifl,and Sweden, opened their labour
markets for new accession countries. In the sestamge showed a gradual liberalization of
access to national labour markets of old MembeageSt In 2006 Greece, Spain, Portugal,
Finland and Italy, in 2007 Netherlands, Luxembaamg in 2008 France gave a free access to
their labour markets. In the very beginning of fimal third phase Belgium and Denmark
opened their labour markets to new member stateis. Meant that just two Old Member
States, Germany and Austria, the truly buffer stagparating New and Old Members of the

EU, kept on applying substantial restrictions dyolar market access until 2011.

In terms of temporal restriction to accession ttiamal labour markets, there is a double
issue as 3 of the new accession countries, namahgaiy, Poland and Slovenia used
reciprocal measures in return. They restricted dbeess to national labour markets for
workers coming from those Member States that hgubs®ed restrictions to their national

labour markets. Gradually, though, these reciprowsdsures were dropped.

There are almost surely other factors that infleetih® scope of labour flows within the EU.
It might be the quality of a health care systendéstination countries, quality of education
system (remember the family theory of migration)y yolatility in the destination country,

generosity of unemployment benefits system, cultpraximity, etc., but these variable are
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either hard to quantify or of little account. Iretlast resort, they could cause multi-colinearity

of the model and bias our findings, thence theymdt be included into the model.

Finally, the model looks like this
InM;je = Bo + B1Inwyje + B Ind;; + B Inmyje_q + By Inwje + Bslij + Bebije + Brcije
+ Ejje
where
Mj:  stands for the share of workers to the active mdjmr that moved from countiyto |
in periodt
wj:  stands for the wage differential of countriesd;j in periodt
d; stands for the geographical distance between deshfindi
M1 Stands for the mobility flows from countryoj in periodt-1
Uijt stands for the unemployment level differential tegw countries andj in periodt
L stands for the language similarity and skills gpylation in country toward;j
Pit stands for the immigration policies of counttpward nationals fromin periodt
Cii stands for the currency dummy for countii@mdj in periodt
Po, .. s Stand for parameters

&t is a white noise

Methods and expected results

Our primary goal is to identify which variables ageing to be statistically significant in
determining the labour flows. Hence, we first rumegression on the whole set of data
available. Yet, given the cultural, social and eoit disparities of EU population, factor
will presumably play different roles for differentorkers. Thence, we will run more

regression analyses on a subset of our data: evodiers moving from the EU-15 and on all
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workers moving only within EU-15 countries and themworkers moving from the EU-10
and on all workers moving only within EU-10 couesti Making several models will allow us
to make a clearer picture of mobility factors asllves reveal differences in mobility

incentives for EU-10 and EU-15 countries.

Based on migration theories discussed earlier, are anticipate what the results of the
regression will be. First, there is the wage ddfdial between source and destination
country. Almost surely, this one will be positivatprrelated with the labour inflows. Since
the Neoclassics, wage differential has been coreidas the main incentive for workers to
move abroad and the analysis is very likely to iwonfthat. Geographical distance will
presumably be negatively correlated as it incretisesosts of moving. The mobility flows in
previous period is supposed to have positive effect current flows. As pointed out for
example by Gil Epstein (2002) the network migratibiect spurs the future flows of workers
up to a point where the number of migrants withilsincharacteristics can lead to tougher
competition and lower wages. Epstein concludes tthatprobability of a worker moving
abroad has an inverse U shape with regard to thaben of movers already in the host

country (see Figure 5).

B EU-10is a term used to denote 10 Member States that joined the EU during the 2004 enlargement
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Figure 5: Network effects of migration

Probability of
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Source:based on Epstein (2002)

The unemployment level differential is supposedhtve a negative sign. It means that
whenever the unemployment level in destination tguis higher than at home, fewer
workers are willing to go. Language similarity dadguage skills should increase the flow of
workers as there is a larger chance for them t dijob abroad. The sign of immigration
policies' parameter is unknown, at least for noher€ are a couple of studies analysing the
impact of transitional measure adopted by Old Manfbates. Some studies affirm the
efficiency of these measures (Holland et al., 2pthile others clearly state that there is no
conclusive evidence of a direct link between thegmitade of migration flows and the
transitional arrangements in place (Kahanec andni@mann, 2009). Currency dummy

should have a positive parameter as the exchatgeisk can be a real threat.

Regression analysis and model testing

In the regression analysis, we will run severalrgsgions varying in the source and
destination countries. This will allow us to deterexrwhich mobility drivers are important

for the EU labour in its entirety and which ones amportant for the labour in EU-10 and
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EU-15 countries. Estimators, standard deviationglpes and coefficients of determination

will be indicated in a table, for complete resufitease see the Annex.

First, we run a regression on the entire set ai edtich means on mobility flows between
each pair of EU-25 countries where mobility datarevavailable. The regression yields

following results:

Table 2: Determinants of labour mobility (entire set of Jata

Variable Value Standard Error p-value
const -0.703  *** 0.119 <0.00001
[ w 0.193 0.023 <0.00001
Id -0.026 0.016 0.10840
I_m_lag 0.913 *x* 0.007 <0.00001
[u -0.017 0.021 0.41755
I 0.193 0.046 0.00003
p 0.094  *x* 0.032 0.00368
c -0.020 0.024 0.39702
R-squared 0.924
Adjusted R-squared 0.924

Note: * significant at 10%; ** significant at 5%; *** ginificant at 1%
Source: own computations

Second, we run a regression on a subset of dakatlsatwe consider labour flows coming

from EU-15 countries only.
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Table 3: Determinants of labour mobility (source EU-15)

Variable Value Standard Error p-value
const -0.477 ok 0.165 0.00386
_w 0.269 ok 0.039 <0.00001
I d -0.068 ok 0.024 0.00526
_m_lag 0.902 ok 0.009 <0.00001
lu 0.029 0.027 0.28088
I 0.131 * 0.054 0.01543
p 0.151 *k 0.063 0.01728
c -0.0410 0.030 0.16916
R-squared 0.923
Adjusted R-squared 0.923

Note: * significant at 10%; ** significant at 5%; *** gjnificant at 1%
Source:own computations

Third, we consider labour flows coming from EU-Iduatries only.

Table 4: Determinants of labour mobility (source EU-10)

Variable Value Standard Error p-value
const -0.962 ook 0.185 <0.00001
_w 0.285 ok 0.052 <0.00001
d -0.012 0.024 0.60127
I_m_lag 0.904 bl 0.011 <0.00001
l_u -0.038 0.037 0.30685
I 0.285 ook 0.104 0.00633
p 0.058 0.042 0.16659
c -0.014 0.052 0.78845
R-squared 0.923
Adjusted R-squared 0.923

Note: * significant at 10%; ** significant at 5%; *** gjnificant at 1%
Source:own computations

Fourth, we run a regression on a subset of data #uat the source country and the
destination country are both EU-15. Note that thereo "policy" variable. The regression

analysis yields following results:
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Table 5: Determinants of labour mobility (source & destinatEU-15)

Variable Value Standard Error p-value
const -0,302 * 0,127 0,01753
_w 0,064 * 0,034 0,05843
I d 0,010 0,017 0,56079
I_m_lag 0,974 ok 0,006 <0,00001
lu -0,046 *k 0,018 0,01051
I 0,042 0,031 0,17826
c -0,001 0,017 0,96372
R-squared 0,963
Adjusted R-squared 0,963

Note: * significant at 10%; ** significant at 5%; *** gjnificant at 1%
Source: own computations

Finally, we run a regression on a subset of dath ghat the source country and the

destination country are both EU-10.

Table 6: Determinants of labour mobility (source & destinatEU-10)

Variable Value Standard Error p-value
const -1,003 * 0,404 0,01338
_w 0,203 0,157 0,19822
I d -0,192 ok 0,059 0,00123
I_m_lag 0,803 ok 0,027 <0,00001
lu 0,050 0,088 0,56952
I 0,609 o 0,238 0,01092
c -0,047 0,211 0,82245
R-squared 0,787
Adjusted R-squared 0,784

Note: * significant at 10%; ** significant at 5%; *** ginificant at 1%
Source:own computations
We have run 5 regressions: one considering lablowsfwithin the entire EU and four
regressions focusing on labour flows of EU-10 atdl 5 separately. Off course, we could
analyse the mobility drivers for each country indiaally. It would be interesting to
investigate country-specific features of labour itigband compare the results with each
other. However, it would require too many modeld #ren, country-specific features are not

what we are examining in the first place.
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First of all, we are interested in the coefficieftdetermination of our models. In accurate
and technical fields, a model is acceptable whenctiefficient is 0.6 or higher. For social
sciences though, there is a lower threshold andh evemodel with a coefficient of
determination around 0.4 is good enough. Examitabgur mobility from a perspective of
human behaviour and decision-making combine botttéechnical and social aspects for
reasons we explained earlier and as such, a tHdestidd.4 would be binding. Yet, our
models' coefficients of determination exceed bytlés threshold as R-squared ranges from

0.78 up to 0.96.

Yet, because of a relatively high number of vagablwe should be concerned whether the
model is not overspecified, in other words whethierdid not include and irrelevant variable.
Though an excessive number of variables would ma$ the estimates of parameters, it
would lead to higher variance of these estimateskily, in all the models adjusted R-

squared coefficients do not differ from the unadjdones.

Interpretation of main empirical results

The regression analysis yielded interesting res8ltsne of them are in accordance with our
prediction, while some of them not. Let's now tdikough the models and their estimators

one by one.

In the first model, we considered mobility flowstlween each pair of EU-25 countries where
mobility data were available. What we supposeddadhe most influential parameter of all,
the wage differential, showed significant. It is sarprise, as it has been considered as an
important mobility driver since Neoclassics. Fdvdar, apparently, the pecuniary incentives

to move across states remain important until today.

In terms of elasticity, the parameter 0.193 me&as & 1% change in the wage differential
provokes 0.19% change in the labour flows whichquige a lot. Eurobarometer's findings

confirm the fact that the wage differences do mgtirobarometer, 2010). In this survey,
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35% of EU citizens stated that the prospect ofiegrmore money define the choice of their

destination country.

The distance estimator showed insignificant in #malysis we made. It might be a bit
surprising that distance between home and degiimauntry is not quite relevant for the
scope of mobility flows, but there is an explanatfor that. Imagine a worker who accepts a
job in a neighbour country, not quite far from hésidence. The costs of moving, especially
if he has a family, are likely to beat the gainnfr@ well paid job. In this case, he would
probably decide to commute on a daily or weeklyidass a result, he would not change the

place of residence and would not be included imtbéility statistics.

If a worker is offered a job in a place far enotgiule out the possibility of commuting on a
daily or weekly basis, then he either turns theroffown or, in case the revenues from a new
job exceed the one-shot costs of moving, he mowessettle in the workplaté When
commuting is out of line, then it does not actuatigtter how far the new residence would be,
it can be a few hundred up to several thousandrigtoes away. If the worker decides to
move and settle abroad, the actual distance frahdomicile is not of major importance.

That is why in our analysis, the distance paranstews not significant.

The following estimator, the lagged migration flgusrned out to be highly significant. It
suggests that labour mobility between countriearisautoregressive process and that the
network effect of past labour flows strongly detares the present ones. When compared to
Figure 1 with an inverse U-shaped pattern of netwoigration, the result suggests that the
current immigration is already beyond the peak.réfwee, if the Epstein's theory of network
migration is correct and the inverse U-shaped paité network migration corresponds to
real mobility flows, it would be reasonable to assuthat the network migration driver will

become less important in upcoming years.

" This scheme was described in a Collective decision migration theory.
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The unemployment differential parameter worked asitnegative which was in sympathy
with what was predicted. Nevertheless, with a pwabver 0.4 the estimator is statistically
insignificant. It suggests that most workers whaide to move are already offered a
particular job and are not overly concerned abbatunemployment level in a destination
country. Sure, there are workers, especially froast&n Europe, that moves to Western
countries aimlessly, they just take the chancesveder, most workers who decide to move

and settle abroad do so because they are presuprahigd by an existing proposal.

Many economists consider the language barrier tdhibemain culprit of modest labour
mobility in the linguistically diverse EU. We calffiam that they are right, at least based on
our findings. The language parameter is highly ifiggmt. Given the current state of
language skills of the EU citizens, this impliesotwhings. First, there are high bilateral
labour flows between countries with the same oilamanguages (e.g. Belgium and France,
UK and Ireland) and second, there are considenatilateral inflows of workers speaking

destination countries' languages, most often Emgi&rman and French.

The significance of the policy estimator is high. proves that temporary restrictions
implemented by several states to prevent an inmasiocheap labour forces from new

Member States were efficient.

Finally, the currency parameter is, contrarily tar @redictions, insignificant. This can be
interpreted in two ways. The first is that workerg not overly concerned about exchange
rate risks and assume that the real value of renuéts sent home and/or the real value of
saving will not grow weaker over time. The secosdhat workers have little intention to

convert their earnings into home currency.

The second and fourth models unveil several featafdabour mobility specific to EU-15
countries. It is interesting to see that resulttaioled from these models differ in several

aspects. This suggests that it makes a differesrcanf EU-15 worker to move within the Old
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Member States and to move within the whole EU. Aditwy to our results, if he moves
within EU-15, he is not overly concerned aboutwage difference. Perhaps it is because the
labour wages do not differ too much across EU-Ibane consistently high as it was shown
in Graph 6. The language barrier is not significgtiter, he is impartial between moving into

countries with the same and different languages.

The situation changes when a worker moves in thelevkU, i.e. when the possibility of
moving to an EU-10 country is taken into accounbwi\the wage difference estimator is
statistically very significant. And so are the laage and the distance between the country of
origin and destination. What both of these modelehin common is a high significance of

network effects.

The third and fifth models show several specifitiabour mobility of EU-10 countries. The
third model does not differ substantially from tfiest one with overall data. The main
difference occurs in the policy parameter, wherrdhis inconsistency with the first model.
This time, the parameter turned out to be statifijicinsignificant. Similarly to other
researchers, we also can not clearly determineffeet of transitory arrangements imposed

by the Old Member States.

The fifth model that considers only labour flowsvadrkers within EU-10 countries has the

lowest coefficient of determination, therefore rigsults should not be taken as particularly
determinative. Perhaps, there are other factorsjnotuded in the model that shapes the
patterns of labour mobility within EU-10 countriééevertheless, the model indicates that the
wage difference is not insignificant and worker seheir destination country rather based

on geographical proximity or language similarity.

The regression analysis allowed us to define thie mhavers of labour mobility in the EU-
25. It also pointed out some features of mobilibpvs specific to EU-15 and EU-10. Thanks

to large database and high coefficients of deteaatidn, the results are deemed reliable.
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Estimators were well chosen as all of them wergisagant in at least one model. In fact, Il of
them but one: the currency estimator. For mobfliys, apparently, the euro plays no role

whatsoever.

To our knowledge, there are only two drawbackated to the analysis. The first is the lack
of unabridged and long-term data of labour flow€ln-25 as this would allow us to create
even a clearer picture of mobility drivers. Them®t drawback is that the data we used in
our analysis are averaged: Despite unequally diged wage in EU Member States, in the
model we included average wages. In the same wagmployment enters the model as
average level for each Member State, despite ttteliat there are huge regional disparities.
The distance parameter is also subjected to aimdstas for reasons explained earlier. In
conseqguence, the results obtained in our analysisdascribing average tendencies and

incentives to move.

Discussion of the limits of labour mobility in the EU

This thesis is dedicated to the labour mobilityhiea EU and the crucial question we are trying
to answer is: what are the limits of labour mowilit the EU and what can be done to spur it.
The regression analysis of labour flows across Eémider States allowed us to discern
significant mobility drivers from those that playva@nor role or no role at all. We found out

that in general there are four important factorages, past flows, language and policy. We
are now going to discuss what is going to be th@e in the future, which ones constitute a

real barrier to mobility and which of these areidable and how.

Wage differential is one of persisting drivers athdur mobility, especially for labour in New
Member States. Thanks to considerable inequalitiedabour remuneration, the wage

differential contributes to labour mobility to ade extend.
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Yet, the labour flows spurred by wage difference ldeely to decrease over time. The EU's
long-term aim is a convergence. It tries to put MemStates closer together, economically
and politically. It pursues a regional or cohespmiicy as an expression of solidarity with
less developed countries and regions and intendsdiace economic disparities that persist
between Europe's regions. It is important to nlo&t EU institutions hold tight on this policy
as for 2014, one third of the entire EU's budgeteigoted to economic, social and territorial
cohesion and more than 80% of the funding is devate Convergence objectie(EC,

2014).

In the long term, disparities between EU membess likely to shrink. Together with
economic performance, standard of living and ptieeels, labour wages will tend to
converge throughout the EU, even though it may takee time. Gradually, the labour force
from New Member States will have lower and lowegaficial incentive to move abroad. The
same thing holds for condition of work. EU has d@ddpseveral regulations, binding on all
Member State, to ensure high employment stand&sisa consequence, every EU citizen
enjoys similar working condition as in other cougdrand has no reason to move abroad for

changing them.

What, in contrast, can be very appealing are great®er opportunities or better chances to
improve one's qualifications. Based on finding€Eafobarometer (2010), 23% of European
citizens would be encouraged to work in a foreigurdry because of better career or

business opportunities.

Surprisingly, interpersonal and social ties playwae role in the migration patterns. A
Eurobarometer survey found out that if an EU citibas a relative or friend who lives or

even has lived abroad, it predisposes him to censidoving abroad. Also, 44% of

15 Convergence objective is one of three main cohesion policy's objectives aimed at reducing regional
disparities in Europe by helping those regions whose per capita GDP is less than 75% of the EU to

catch up with the ones which are better off.
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Europeans envisaging working abroad will turn teirthpersonal contacts (Eurobarometer,
2010). Apparently, in what concerns labour mohihiprkers follow a herd behaviour. When

leaders make a leap to move abroad, the rest afdived follow their example.

Our analysis proved that the network effect is viemportant driver of mobility with a high

statistical significance in all models. This restdgether with Eurobarometer's findings
suggest that moving into a foreign country is meesier when a worker knows what to
expect and enjoys a presence of his peers or didammvironment of his community. There
are two reasons why: The first is that newcomersndbhave to surmount any language
barrier in the first moments in a new country aedand, they are provided with all the
necessary start-up information. Thanks to this,e#tlisg and integrating into a new

environment becomes much easier and faster. Eunoieder (2010) found out that the choice
of a country is determining particularly for EUizgns from New Member States where the

presence of friends or relatives influence the ahoif approximately 68% of them.

Since the network effect plays such an importatg, rthe EU should consider a way to
facilitate an integration of newcomers to a newrtou In some countries, there are special
centres that help immigrants to integrate quickig @moothly into society. In Ireland, for
example, a new Integration Centre was opened in209 for the purpose of an integration
and inclusion of people from immigrant backgroundsireland. The Centre provides
necessary information and services for a succegsfgration of an immigrant at national
and regional level. The EU should follow the exaenpt Ireland and become more active in

facilitating and smoothing the integration of mayiabour forces into new countries.

Our analysis showed that employment levels havegrificant impact on mobility. Workers
are likely to move abroad because of a particubér gffer. It means that although EU

employment policy can make a positive impact imteof reducing unemployment rates in
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Member States and improving quality of jobs, ih@t likely to spur the mobility. What, in

contrast, can help to increase the mobility levielthe job-matching support.

At the union level, this support is held by EURESe European employment service. So far,
however, it provides a modest choice of employnapyortunities and its harmonization
with national employment offices is very limited.sAan EEA-wide recruitment and
placement service provider, it should stand for assive information hub gathering job
opportunities throughout Europe and efficiently ohittg employers with job seekers. It
should be constantly synchronized with all Europeamployment offices to enable an
exchange of information in real time. Only througp-to-date and complete information

about employment opportunities an efficient job-chitg can take place.

Unfortunately, EURES is currently not able to haldpost of an efficient job-matching
operator. Eurobarometer (2010) survey found outahly 12% of EU citizens who envisage
working abroad have heard of EURES while no moas tt% have ever used it. Maybe this
is a field that private human resource and recriitnagencies could penetrate into. Although
many of these agencies operate in several EU statdar there is no major agency providing
vast international job-matching services. Givert thare are currently over 26 million EU

citizens seeking a job, this could be a viable ress.

Language constitutes without any doubt an importaatier to labour mobility as the
language estimator was statistically significantfanr out of five models. It is a natural
barrier that arose along with formation of Indo-&pgan language family. Just in the EU,
there are 24 official languages and over 60 indigenregional and minority languages
(Maurais and Morris, 2003). The knowledge of largpsa other than a mother tongue, is an
important precondition for labour mobility flows aonfirmed by our analysis. Since

multilingual citizens take advantage of professioaad economic opportunities in an
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integrated Europe, the EU implements policies pitimgo multilingualism of European

citizens. The aim is that everyone could speakatltwo foreign languages.

The tricky issue is that among foreign languagesstnmspoken by Europeans, English
dominates with 39%, followed by French with 12% #&erman with 11% (Eurobarometer,
2012). This situation is heading toward a one-vadyolr flows, mainly in an East-Western
direction and most of bilingual Europeans can mony to the UK or Ireland. It is true that
huge international companies operating in CentraEastern Europe set English as the
language of communication, however without at leabasic knowledge of local languages,

incoming workers cannot fully integrate into theisty and settle there.

Knowledge of an additional foreign language miglphto widen the portfolio of destination
countries. Yet, some Europeans are quite relud¢tahearn foreign languages. To give an
example, up to 61% of British and 60% of Irish plagion speak but English. In continental
Europe, 65% of Hungarian, 62% Italian and 61% aftiRjuese population speak but their

mother tongue (Eurobarometer, 2012).

From this perspective, the idea of a trilingual &gagan population seems to be a very bold
target that might not be achieved until many desafftem now, if ever. Based on
Eurobarometer (2012), only 25% of Europeans caaksptleast two foreign languages well
enough in order to be able to have a conversalfioa.truth is that there is a huge potential in
improving language skills of the European populatidnd even if the investment into
language knowledge would not pay off in terms a@féased labour mobility, it would be an

asset for intercultural dialogue and social cohesio

As it was said earlier, the language barrier isnaportant one. It is presumably the major
reason why the level of labour mobility in Europdld behind those in the US or Canada.
The EU's vision of trilingual Europe is a respetgalyet a little reconsideration in favour of

guality instead of quantity might be pertinent.
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Transitory arrangements that some states adopdsadNew Members States in order to
protect home labour market are simply paradoxi©al.one hand, Member States adhere to
the idea of a unified Europe, one the other hamy ttreate artificial obstacles to labour
mobility. National policy makers were stuck betweie integration process of opening
national economy and a lobby of national unionsirainto protect home labour markets
against cheap labour force from abroad. Obviowslyne of those policy makers succumbed
to the pressure induced by national interest groaghspted an opt-out clause and gave up the

integration process.

These measures do not represent an impassablerkend they did not prevent inflows of
workers from New Member States. What they do represthough, is a rather bipolar
attitude of policy makers to the integration pracd2erhaps, these restriction were legitimate
during the Eastern enlargement, when 10 New Meritates joined the union. But is it
really necessary to impose new restrictions orfri® movement of workers from Croatia a

country with a population of less than 4.5 million?

Transitory measures have a doubtful effect on laboability. They are rather a sign of
reluctance to accept labour from New Member Statbgh might discourage workers
willing to move. The message is clear: If the Ebhaito increase the labour mobility across
Europe, transitory arrangements should be avoidedeir validity should be shortened to a

minimum.

Prospects of future labour mobility

Labour mobility in the EU is an important topic fie upcoming years and the EC is taking
this issue seriously. In the Europe 2020 stratégy, Commission engages to facilitate and
promote intra-EU labour mobility and better matahdur supply and demand. It aims also to
adopt a forward-looking and comprehensive labowgration policy which would respond in

a flexible way to the priorities and needs of labmarkets.
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Thanks to the financial support of structural fuiitdstends to launch "Youth on the move"
and "Youth Opportunities” initiatives that aim toomote students' and trainees' mobility.
The EURES portal is supposed to take part in thitsative too and its "Your first EURES

job" should help to increase job opportunities amgrove the employment situation of

young people.

So far, it seems that the Europe 2020 strategy trhiglp to enhance the poor labour mobility.
The above mentioned initiatives have definite pegsoand aim at clearly defined target
groups. The forward-looking and comprehensive lalooigration policy has no clear outline,
therefore it would be premature to assess its iomality and an impact on the labour

mobility.

What is missing though in the strategy is an enéarfanctionality of EURES that should
become a real centre of employment opportunitiéso Athe Europe 2020 has presented no
particular policy on promotion of multilingualismon a more intensive education of various

languages.
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Conclusions

The aim of this thesis was to determine relevaatofa of labour mobility in the EU. The
main conclusions stemming from both the literatnéew, the theoretical research and the

empirical model testing and discussion, can be samzed in the following points:

The labour mobility in the EU is low; it is a faste cannot deny. When compared to other
countries, the difference is striking. Statistidata of labour flows remain on a considerably
low levels for years and decades, so this is nmesalt of economic crisis we have just gone
through. The EU struggles to increase the labourilitboby first adopting the right to move

and work wherever in the EU and second conductiadpaur policies aimed at enhancing the

labour mobility.

Theories and models discussed in the second patti®fthesis suggested that mobility
drivers go beyond economic or pecuniary factorpeEmlly more recent theories stressed the
influence of social ties, family ties, collectiveeaision-making. psychological costs and

similar less tangible factors

The empirical part built upon these theories andlysed labour flows within EU-25
countries taking into account both economic andgreal drivers of mobility. Extensive data
sample, several models and country specific vaalprovided for reliable results out of

which following conclusion can be made:

Although the OIld and the New Member States hawght)i different incentives to move,
there are several mobility drivers they have in swn. These are (i) wage difference, (ii)

past labour flows, (iii) language and (iv) transjtarrangements.

After scrutinizing the most influencing factors t#bour mobility, this thesis presented

several hints on how to enhance it. In a nutsttedly include: (i) improving language skills in
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guantity and quality, (ii) giving suitable suppartd back-up to newcomers to facilitate their
integration, (iif) promote the visibility and funehality of EURES as a powerful job-

matching device and (iv) supporting students aaihé&es in gaining abroad experiences.
These four recommendations, if properly implementenlild actually spur the future labour

flows.

Labour mobility levels in the EU will most likelyebnever as high as in the US or Canada,
even when all barriers to free movement would Imeoreed. The current status of sovereign
states of the EU, cultural diversity of EU citizegasd their strong social and domestic ties
makes it nearly impossible. However, it does ncamihat the labour flows in the EU cannot

increase in the future.

Although this thesis analysis the principles anttomes of labour mobility mainly through
rational reasoning, there are other reasons thanotabe omitted in this argumentation.
Increased mobility within the EU promoting integoat and social inclusion, it beats
xenophobia and racisms and creates personal rehifzs that overcome national borders.

And this is why the free mobility is worth presergiand developing.

Citizens of EU Member States have been grantedchiamce of moving and working in
another EU country without any special permit fe&y recently. Maybe, the phenomenon
of moving abroad for a better job is something ns@mething that EU citizens did not get
fully used to. There is a hope, though, that okertime, they will fully realize what the open

European labour market can offer to them.
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Language similarity and language skills of EU papioh
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Mean dependent var
Sum squared resid
R-squared

F(7, 3465)
Log-likelihood
Schwarz criterion
rho
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|_d
I_m_lag
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Mean dependent var
Sum squared resid
R-squared

F(7, 2115)
Log-likelihood
Schwarz criterion

Regression model 1

Model 1: Pooled OLS, using 3473 observations
Included 456 cross-sectional units
Time-series length: minimum 4, maximum 8
Dependent variable: |_M

Coefficient Std. Error t-ratio
-0.703472 0.11864 -5.9295
0.192809 0.0228743 8.4291
-0.0258201 0.0160787 -1.6059
0.913048 0.00679664 134.3381
-0.0171613 0.0211664 -0.8108
0.192842 0.0461511 4.1785
0.093871 0.0322964 2.9065
-0.0202528 0.0239097 -0.8471
-10.34572 S.D. dependent var
1186.755 S.E. of regression
0.924768 Adjusted R-squared
6084.658 P-value(F)
-3063.326 Akaike criterion
6191.875 Hannan-Quinn
0.017790 Durbin-Watson

Regression model 2

Model 2: OLS, using 2123 observations

Missing or incomplete observations dropped: 69

Dependent variable: |_M

Coefficient Std. Error t-ratio
-0,476794 0,164818 -2,8928
0,268973 0,0393548 6,8346
-0,0679715 0,0243335 -2,7933
0,902041 0,00945343 95,4194
0,0295281 0,0273758 1,0786
0,131315 0,0541732 2,4240
0,151296 0,0634989 2,3827
-0,0409886 0,0298014 -1,3754
-10,67484 S.D. dependent var
699,2017 S.E. of regression
0,923355 Adjusted R-squared
3639,941 P-value(F)
-1833,456 Akaike criterion
3728,196 Hannan-Quinn

p-value
<0.00001
<0.00001
0.10840
<0.00001
0.41755

0.00003

0.00368

0.39702

p-value
0,00386
<0,00001
0,00526
<0,00001
0,28088
0,01543
0,01728
0,16916

%k % *x

% % %k

* %k *x

* %k *x

% % %k

2.131521
0.585233
0.924616
0.000000
6142.653
6160.226
1.700724

* %k *x
* %k %
* % *x

* % %k

* %

* %

2,073411
0,574971
0,923101
0,000000
3682,911
3699,489
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Mean dependent var
Sum squared resid
R-squared

F(7,1342)
Log-likelihood
Schwarz criterion

const

I_d
I_m_lag
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Mean dependent var
Sum squared resid
R-squared

F(6, 1223)
Log-likelihood
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Regression model 3

Model 3: OLS, using 1350 observations

Missing or incomplete observations dropped: 106

Dependent variable: |_M

Coefficient Std. Error t-ratio
-0,962133 0,185475 -5,1874
0,284961 0,0522177 5,4572
-0,0124573 0,0238329 -0,5227
0,904046 0,011212 80,6322
-0,0380836 0,0372547 -1,0223
0,285474 0,104388 2,7347
0,058239 0,0420802 1,3840
-0,0141648 0,0527783 -0,2684
-9,828136 S.D. dependent var
480,3707 S.E. of regression
0,920737 Adjusted R-squared
2226,992 P-value(F)
-1218,088 Akaike criterion
2493,840 Hannan-Quinn

Regression model 4

Model 4: OLS, using 1230 observations

Missing or incomplete observations dropped: 2

Dependent variable: |_M

Coefficient Std. Error t-ratio

-0,301931 0,126935 -2,3786

0,0644653 0,034032 1,8943

0,0100231 0,0172271 0,5818
0,973926 0,00645975 150,7684

-0,0463901 0,0181027 -2,5626

0,0424018 0,0314808 1,3469

-0,000781042 0,0171692 -0,0455
-9,445456 S.D. dependent var

101,6162 S.E. of regression
0,963399 Adjusted R-squared

5365,236 P-value(F)
-211,7507 Akaike criterion
473,3049 Hannan-Quinn

p-value
<0,00001
<0,00001
0,60127
<0,00001
0,30685
0,00633
0,16659
0,78845

p-value
0,01753
0,05843
0,56079
<0,00001
0,01051
0,17826
0,96372

* %k *x

%k % *

* % *x

2,119565
0,598290
0,920323
0,000000
2452,177
2467,780

1,503001
0,288249
0,963219
0,000000
437,5015
450,9719
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Mean dependent var
Sum squared resid
R-squared

F(6, 470)
Log-likelihood
Schwarz criterion

Regression model 5

Model 5: OLS, using 477 observations

Missing or incomplete observations dropped: 99

Dependent variable: |_M

Coefficient Std. Error t-ratio
-1,0028 0,403889 -2,4829
0,202786 0,157385 1,2885
-0,191617 0,0589141 -3,2525
0,802988 0,0265825 30,2074
0,0503322 0,088432 0,5692
0,60872 0,238205 2,5554
-0,0473008 0,21068 -0,2245
-11,57136 S.D. dependent var
316,9135 S.E. of regression
0,786954 Adjusted R-squared
289,3498 P-value(F)
-579,3140 Akaike criterion
1201,801 Hannan-Quinn
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p-value

0,01338
0,19822

0,00123
<0,00001
0,56952

0,01092

0,82245

* %k

% % %k

%k %k *x

* %

1,767789
0,821148
0,784235
2,7e-154
1172,628
1184,098
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