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1. Abbreviations

CEDEFOP - European Center for the Development of the Vocational Training
founded in 1975.

CEE countries — countries of Central and Eastern Europe - EU 2004 and 2007
entrants minus Cyprus and Malta: Bulgaria, the Czech Republic, Estonia, Hungary,
Latvia, Lithuania, Poland, Romania, Slovakia, and Slovenia.

CES (production function) — Constant Elasticity of Substitution production function
used in economics.

CIS — Commonwealth of Independent States

CMR - Comprehensive Monitoring Report (usually prepared by the European
Commission concerning specific area in specific country).

COMECON/CMEA (1949-1991) - Council of Mutual Economic Assistance, also
known as Organization for International Economic Cooperation (since 1991).
Members: Soviet Union (USSR), Eastern Bloc countries (Bulgaria, Czechoslovakia,
East Germany (since 1950), Hungary, Poland, Romania), and extra regional socialist
countries — Mongolia (since 1962), Cuba (since 1972), Vietnam (since 1978). Albania
participated in 1949-1961; number of other countries had observer status (Yugoslavia
(since 1964), Finland (since 1973), Iraq, Mexico (both since 1975), Nicaragua (since
1984), Afghanistan, Ethiopia, Laos, South Yemen (all since 1986)).

EaP - Eastern Partnership, Initiative launched in May 2009 as an enhanced regional
cooperation policy developed by the European Union for Eastern European and
Southern Caucasus states: Armenia, Azerbaijan, Belarus, Georgia, Moldova and
Ukraine (EaP countries).

EEA - European Economic Area comprising EU Member States, Iceland,
Liechtenstein and Norway.

EC — European Commission.

Eurostat — Statistical Office of the European Union.

EU - the European Union.

EU27 — all current EU Member States: Austria (AT), Belgium (BE), Bulgaria (BG),
Cyprus (CY), the Czech Republic (CZ), Denmark (DK), Estonia (EE), Finland (FI),
France (FR), Germany (DE), Greece (GR), Hungary (HU), Ireland (IE), Italy (IT),
Latvia (LV), Lithuania (LT), Luxembourg, (LU) Malta (MT), the Netherlands (NL),
Poland (PL), Portugal (PT), Romania (RO), Slovakia (SK), Slovenia (SI), Spain (ES),
Sweden (SE), and the United Kingdom (UK).

EU15 — EU Member States before 2004 and 2007 enlargements: Austria, Belgium,
Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, the
Netherlands, Portugal, Spain, Sweden, and the United Kingdom.

EU15+ — EU15, Iceland, Liechtenstein, Norway and Switzerland.

EU12 — EU 2004 and EU 2007 entrants: Bulgaria, Cyprus, the Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia, and Slovenia.
EU10 - EU 2004 entrants: Cyprus, Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Malta, Poland, Slovakia, and Slovenia.



EU8 — EU 2004 entrants minus Cyprus and Malta: the Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Poland, Slovakia, and Slovenia.

EU2 - EU 2007 entrants: Bulgaria and Romania.

EU8+2 — EU 2004 and 2007 entrants minus Cyprus and Malta: Bulgaria, the Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia, and
Slovenia.

EU14 - EU 15 Member States minus Luxembourg: Austria, Belgium Denmark,
Finland, France, Germany, Greece, Ireland, Italy, the Netherlands, Portugal, Spain,
Sweden, and the United Kingdom.

EU25 — 27 EU Member States minus Bulgaria and Romania: Austria, Belgium,
Cyprus, the Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece,
Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, the Netherlands,
Poland, Portugal, Slovakia, Slovenia, Spain, Sweden, and the United Kingdom.

EU LFS - European Union Labour Force Survey.

EU SILC - European Union Statistics on Income and Living Conditions.

GDP - Gross Domestic Product.

GDP (pc) — Gross Domestic Product per capita.

GDP (PPP) - Gross Domestic Product derived from Purchasing Power Parity.

FE — Fixed Effects Model used in econometrics and statistics.

IV — Instrumental Variables estimating method used in econometrics and statistics.
ICTWSS database - Database on Institutional Characteristics of Trade Unions,
Wage Setting, State Intervention and Social Pacts between1960 and 2007 in 34
countries: Australia, Austria, Belgium, Bulgaria, Canada, Cyprus, the Czech Republic,
Denmark, Estonia, Germany, Greece, Finland, France, Hungary, Ireland, Italy,
Japan, Latvia, Lithuania, Luxembourg, the Netherlands, New Zealand, Malta,
Norway, Poland, Portugal, Romania, Spain, Slovenia, Slovakia, Sweden, Switzerland,
the United Kingdom, and the United States.

INTAS - International Association for the promotion of cooperation with scientists
from the newly independent states (NIS), i.e. former Soviet Union Republics
excluding 3 Baltic States.

ISCED - International Standard Classification of Education designed by UNESCO in
1970’s.

ISCO - International Standard Classification of Occupations adopted in 1957 by
International Labour Organization (ILO).

Istat LFS — Italian National Institute of Statistics, Labour Force Survey.

IT — Information Technology (industry).

MAC - Migration Advisory Committee (UK).

MIPEX - Migrant Integration Policy Index, tool used to measure integration
policies in EU Member States, Norway, Switzerland, Canada and the USA.

NACE classification — Statistical classification of economic activities in the
European Community (derived from French “Nomenclature statistique des activités
économiques dans la Communauté européenne”).

NAIRU - Non-Accelerating Inflation Rate of Unemployment; type of unemployment
level analysis used in economics.

NGO — Non-Governmental Organisation.
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NIESR — National Institute of Economic and Social Research (UK).

NiGEM - National Institute Global Econometric Model (developed by NIESR).
NINo — National Insurance Number, Ireland

OECD - Organisation for Economic Cooperation and Development; founded in 1961,
includes 34 members: Australia, Austria, Belgium, Canada, Chile, Czech Republic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland,
Israel, Italy, Japan, South Korea, Luxembourg, Mexico, Netherlands, New Zealand,
Norway, Poland, Portugal, Slovak Republic, Slovenia, Spain, Sweden, Switzerland,
Turkey, United Kingdom, United States.

OLS - Ordinary Least Squares method used for unknown parameters estimation in
statistics.

PBS - Points Based System (migration scheme applied in UK).

PCI - Per Capita Income.

PCI ratio — Per capita income in destination country divided by per capita income in
country of origin.

PPP - Purchasing Power Parity.

RDS — Research, Development and Statistical Directorate (UK).

SAWS - Seasonal Agricultural Workers Scheme (migration scheme applied in UK).
SBS —Sector Based Schemes (migration scheme applied in UK).

2 SLS - Two Stage Least Squares Estimating Method used in econometrics.

STEM subjects — subjects in the fields of Science, Technology, Engineering, and
Mathematics.

UNESCO - United Nations Educational, Scientific and Cultural Organisation
established in 1945, including 195 Members and 8 Associate Members.

USSR - Union of 15 Soviet Socialist Republics (formally dissolved in 1991)
including current Armenia, Azerbaijan, Belarus, Estonia, Georgia, Kazakhstan,
Kyrgyzstan, Latvia, Lithuania, Moldova, Russian Federation, Tajikistan,
Turkmenistan, Ukraine, Uzbekistan.

WDI - World Development Indicators, primary World Bank collection of
development indicators, compiled from officially-recognised international sources.



2, Executive Summary

Aims

This report measures and evaluates the costs and benefits of migration from Eastern
Partnership countries to Europe in the past and in the medium-term future (up to
2020), considering different scenarios of economic development and alternative
migration frameworks, in order to inform policy about possible recommendations on
labour migration management framework between the EU and EaP region. It relies
on complex and diverse set of methodologies, and gathers rich and systematic
empirical material. The report points out that policy intervention needs to go beyond
migration policy alone in order to achieve better labour market matching and to bring
most benefits and least costs to receiving countries, sending countries and migrants.

Key argument

Evaluating the lessons from multiple contexts and employing a robust projection
model, we estimate that it is reasonable to expect steady (and rather modest
compared to other immigrant groups) migration flows from EaP countries (mostly
Ukraine) to the European Union over the next decade. Temporarily increased flows
should be expected if a more liberal migration framework between the EU Member
States and Eastern Partnership countries is put in place. Based on assessment of EU’s
labour market needs, learning from the experience of EU’s Eastern enlargements and
finding a generally positive effect of EaP migration to Europe so far, we conclude that
migration from EaP countries is a positive and desirable phenomenon. Moreover, a
general finding consistent with all the applied methodological approaches is that the
effects of migration are more positive in case of liberalisation of migrant’s access to
host countries’ labour markets, as it provides for better matching and so more
favourable impacts on sending and receiving countries and migrants.

What do we know about EaP migration to Europe so far?

Current EaP migration to Europe is not sizeable, but has grown in absolute numbers
during the last decade, up to the Great Recession. In 2010, migrants from EaP
countries represent only 3.58% of total immigration to EU25 countries, which equals
a total of about 1.5 million. EaP migrants are distributed across the EU countries
unevenly and due to its size originate mainly from Ukraine. The recent EU
enlargements have re-directed EaP migrant flows within Europe. As EU8 + EU2
migrants have been filling low-skilled vacancies, some EU15 countries (e.g. UK)
hardened the entry of EaP migrants. Legal frameworks in EU8 countries have on the
other hand become more open towards EaP migrants. Due to historical reasons, EaP
migrant presence in EU8 countries is currently relatively more prominent than in the
EU15 when compared to other immigrant groups.
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In all countries, the EaP migrants are found to be rather well educated, often
exceeding the education attainment levels of natives and other immigrants. Most EaP
migration appears temporary. EaP migration is gendered along sectors of
employment, with males dominating e.g. construction and agriculture and females
overrepresented in e.g. domestic and care services. Some of the strong push factors
for emigration from EaP region are a risk of unemployment and poor career
prospects in home countries even for highly skilled migrants.

In spite of high level of educational attainment, EaP migrants predominantly find
employment in low-skilled and unskilled sectors, such as agriculture, construction
and domestic and care services. Allocation of EaP migrants to low-skilled sectors can
be explained by existence of demand in these sectors, constraints of legal framework
in the receiving countries, and difficulties with recognition of qualifications.
Downskilling is also a function of the length of stay in labour market and EaP
migrants tend to integrate with time. Poor quality of education in the sending
countries and poor knowledge of the host country language could be additional
factors for downskilling.

What have been the costs and benefits of EaP migration for Europe?

EaP migrants enter the EU predominantly for employment purposes, which is
reflected in their favourable employment rates, especially when compared to
immigrants from other third countries. Average employment rates are well above
those of other immigrant groups, ranging between 60 and 770 per cent (e.g. in Spain,
Italy or Poland). Our own analysis, in congruence with existing data and literature,
show that EaP migrants have in general no negative effect on wages or employment
of other groups of workers in receiving countries. Occupational distribution suggests
the presence of complementarities rather than substitution between migrants and
natives. In addition, labour market effects are limited also in view of the relatively
small size of the EaP migrant populations relative to the host populations or other
immigrant populations in receiving countries. EaP migrants do not have
disproportionately higher welfare take-up rates than other migrants as concerns the
use of social assistance or social benefits. The Great Recession has worsened labour
market outcomes of EaP migrants. This is a result of their employment in the sectors,
which have been disproportionally affected by the recession, especially construction.
Return of EaP migrants was more likely in those countries and contexts, where the
possibility of re-entry was easier (e.g. temporary migration frameworks in Poland).

Comparing the effects of EU8+2 migration with past EaP migration to Europe, at the
macro-level we find positive effects of recent post-enlargement labour mobility on
EU’s GDP, GDP per capita, as well as employment. This result appears to be
conditional on free access to the EU’s labour markets, such as in the case of EU8+2
immigrants. We observe a small negative effect of migration in case of restricted
access to EU labour markets, as in the case of EaP immigration. This result could in
part be driven by restrictive migration policy frameworks towards EaP migrants that

11



appear to hamper migrants’ potential to integrate and improve the allocative
efficiency across EU labour markets.

What skills does the European Union need in medium-term future?

Labour market needs are currently very diverse across Europe. Several countries in
Europe are or will be in need for engineers, health professionals and other highly-
skilled professions in management and business administration. Lack of sufficient
labour supply is also expected in low-skilled occupations. In particular, a further shift
towards the service sector and aging of EU societies might further increase the need
for immigration of domestic and care service workers.

Can EaP migrants fill EU’s skill needs?

We find that non-EU migrants respond to labour shortages in the EU more flexibly
than native workers of similar characteristics. EaP migrants in particular fill the
existing skill gaps, especially in low-skilled sectors: agriculture (Poland), household
services and personal care (Spain, Italy, Germany), construction (Poland, Italy) and
retail and hospitality (UK, Germany). EaP migrants, primarily migrant women, have
played an important positive role in filling shortages in social and care services and
have enabled native, primarily female, labour force to participate in employment.

As EaP migrants across the analysed countries represent one of the best educated
migrant groups, they are generally well suited to fill in demand in high-skilled sectors
and represent a channel for further human capital development in the EU. However,
it is relatively seldom that EaP migrants find employment in correspondingly skilled
occupations. Poor skill matching of EaP migrants with tertiary education is therefore
a problem from the perspective of EU needs for highly skilled migrants. The reasons
for downskilling lie in institutional barriers, such as complicated recognition of
qualifications. Downskilling may also be an acceptable option for temporary
migrants, whose time horizon does not permit sufficient returns on investment in
country-specific human capital, which is then not undertaken. Short-term migrant
strategies, however, might be responding to barriers in entry and integration into the
EU societies.

Future migration from EaP region and its predicted effects

Fears over uncontrollable inflows following liberalisation of labour markets are
unjustified. Based on an established prediction model taking into account
demographic, economic and policy variables as well as network effects we project
modest migration flows from the EaP to the EU until 2020. Our analysis shows that
between 2011 and 2020 we can expect the following net migration flows from the EaP
countries to the EU14:
- under the baseline scenario of no policy change on average about 100
thousand migrants per annum (1.03 million migrants over 2011-2020),
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- liberalisation of short-stay visa leads to essentially no additional migration,

- labour market liberalisation is projected to result in on average 100 to 300
thousand additional migrants per annum (0.96 to 3.03 million additional
migrants over 2011-2020), depending on economic conditions as well as
migration policies (selective or full liberalisation).

Correspondingly, for the EU8 we can expect:

- under the baseline scenario of no policy change on average about 40 thousand
net migrants from the EaP per annum (0.4 million migrants over 2011-2020),

- essentially no additional migrants if short-stay visa is liberalised,

- selective labour market liberalisation is projected to result in little additional
migration, up to 8 thousand migrants per annum; full liberalisation is
projected to result in on average 37 thousand additional migrants per annum —
this implies between 0.08 and 0.56 million additional migrants over 2011-
2020, depending on economic conditions as well as migration policies
(selective or full liberalization) .

Most migrants are predicted to go to Italy and Germany, and originate from Ukraine.

The policy framework has a key role in affecting observable migration flows. The
most important variable affecting observable flows of migrants are policy indicators,
while migration costs and economic conditions matter less. Among policy factors,
partial liberalisation is less powerful than full liberalisation. Visa liberalisation leads
to no additional increase in migration. Observed flows follow an inverse U-pattern
and after an initial rise, they tend to decline.

An established NiGEM simulation model predicts that the projected migration from
the EaP to the EU is likely to have a positive impact on host countries’ GDP over the
2010-2020 period. There may be short-term costs in terms of slightly higher
unemployment, but migration reduces inflationary pressures. In effect, a more liberal
migration framework with EaP countries is likely to bring greater benefits to host EU
countries, especially as concerns host countries’ GDP and inflation. Specifically under
the baseline scenario “Closed Europe” we find:

- Positive effects on GDP and GDP per capita, reaching 0.129 percentage points
in the EU14 and 0.296 percentage points in EU8 above the no-migration
benchmark by the end of 2020.

- Anti-inflationary effects, attaining -0.15 percentage points in the EU14 and —
0.297 percentage points in the EU8 by 2020.

- Small effects on unemployment, increasing it by 0.009 percentage points in
the EU14 and 0.058 percentage points in the EU8 by 2020.

Under “Cautious” and “Progressive Europe” scenarios the magnitude of the effects
increases, yielding:

- 0.307 percentage point increase of GDP in the EU14 and 0.868 percentage
point increase of GDP in the EU8 by 2020 under “Cautious Europe” scenario,
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- 0.490 percentage point increase of GDP in the EU14 and 1.919 percentage
point increase of GDP in the EU8 by 2020 under “Progressive Europe”
scenario.

What scope for migration do existing EU and national migration
frameworks provide?

The existing labour migration policies across EU are diverse and differ in their scope
and entry criteria. With a few exceptions, e.g. Poland, in most cases governmental
programs do not target EaP countries specifically, but rather apply to third country
nationals generally. This is mainly due to different labour market conditions,
migration histories with the EaP countries, as well as the impact of the Great
Recession, which has in some countries led to more restrictive migration policies.

Existing legal frameworks shape migration patterns by influencing length of stay,
routes of and selection upon entry, and sectoral allocation. Receiving countries’
migration frameworks but also their more general institutional and structural
environment, especially labour market regulation and available types of contractual
arrangements, strongly impact upon the possibilities for circular migration, especially
of migrants employed in low-skilled sectors. Notably, imposition of stricter policies in
one receiving country has spillover effects on migration trends elsewhere in Europe.
Regularisations and amnesties targeting irregular migrants have served as
interventions yielding ex post benefits to migrants as well as host countries, but may
create an ex ante moral hazard problem.

There are strong indications that the expensive and burdensome immigration
procedures and generally restrictive migration policies currently characterizing most
of the EU Member States are dis-incentivizing migrants from seeking legal routes of
entry and employment and diverting them into irregularity. Currently applied entry
regulations tend to complicate the circulation of migrants through ineffective border
controls, contract-dependent residence permits, and lengthy bureaucratic processes
of application and renewal of the documents. Another undesirable consequence is
that migrants often develop various forms of dependencies on employers and
intermediaries.

Migration policy alternatives

Liberalisation of labour markets with EaP countries

The first-best policy option, based on the findings that (i) the European Union needs
EaP migrants to provide the much needed labour force and fill-up skill shortages, (ii)
liberalization of short-stay visa regimes leads to essentially none, and liberalization of
access to labour markets to only modest, incremental migration flows, and (iii) labour
market matching improves if migrants are allowed to freely adjust to changing labour
market conditions, we propose gradual liberalisation of mobility between the
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European Union and the Eastern Partnership countries. We evaluate gradual
liberalisation as a triple-win scenario, in regard of the economic benefits and
improved allocative efficiency of labour markets in receiving countries, potential for
brain circulation and remittances for the sending countries and increased range of
career possibilities for migrants themselves. Additional benefits lie in the relative
simplicity and low implementation costs of liberalisation policies, lower migration
costs for migrants and lack of rents for migration intermediaries.

Visa liberalisation and facilitation

A natural first step in gradual liberalisation is the liberalisation and facilitation of visa
regimes. We find liberalisation of short-stay visa to have essentially no effect on the
scale of additional migration inflows. The main benefits of visa liberalisation for
receiving and sending countries lie in improved potential for circular migration and
labour market matching, as well as in decreased pecuniary and non-pecuniary costs
for migrants and their families.

Labour market liberalisation and bilateral temporary migration frameworks

We propose to extend the Blue Card migration framework to encompass broadly-
defined skilled workers, based on a transparent points system rewarding
qualifications, job experience, language skills and age. Of central importance are
complementary provisions for immigration of family members, measures facilitating
integration into the labour market but also social services and assistance, and
transparent rules for long-term residence and employment in the EU.

As a general recommendation we propose the abandonment of the administrative
labour market test policy in favour of labour market driven selection (i.e. of those
obtaining a job offer in the country), possibly combined with general universally
applied selection criteria (See Blue Card). We also propose the adoption of
transparent policy rules for, and decrease the costs of, work permit acquisition,
renewal or change. In addition, to further facilitate labour market matching we
recommend that work permits are not tied to single job, employer, industry or region.
A related proposal is to provide for grace periods regarding expiration of work and
residence permits to facilitate adjustment by migrants, e.g. when seeking new
employment. Similar provisions should govern work and residence permits for
graduating students and immigration of family members.

Bilateral and multilateral programmes between EaP countries and Member States
especially concerning temporary and seasonal migration would allow for targeted
opening based on needs of receiving countries and the potential of sending countries.
Considerable scope exists for enhanced special migration provisions between the EaP
countries and EU countries which are in need of domestic and care service workers,
or specific types of high-skilled workers. The existing bilateral frameworks on
transferability of social rights need to be reviewed to identify functional mechanisms
and possible bottlenecks for different types of migrant workers.
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Improvements in migrant integration

The successful implementation of migration policies in terms of improved labour
market matching requires complementary migrant integration policy frameworks.
These relate to many spheres of life, including skill transferability, social rights,
elimination or reduction of informational gaps, management of public opinion, and
involvement of relevant stakeholders.

Facilitation of skill transferability

To overcome barriers leading to downskilling, we propose to facilitate recognition of
qualifications in the spirit of the rules applying to intra-EU mobility. To overcome the
discrepancies in the scope and quality of formal qualifications in the EaP and the EU,
this includes the provision of a qualification recognition framework.

Enforcement, equal access, and portability of social rights

More balanced outcomes of migration for migrants and society as a whole can be
achieved by better promotion and enforcement of equal social rights and working
conditions of migrants. Portability of social rights is the backbone of improved
mobility and labour market matching in the context of mobility between the EU and
third countries, EaP in particular. It is especially important in regard of temporary
and circular migration trajectories. We therefore propose that regulations governing
the access to and portability of social rights for EU citizens are gradually extended to
apply to EaP migrants as well. An important advantage for receiving countries would
be the increased incentives to contribute to pension schemes guaranteeing a high
degree of portability, and thus improved collection of contributions. This proposal
includes efforts to harmonise national regulations in the sending countries with EU
regulations. Such measures are likely to incentivise regular migration as well as
encourage high-skilled mobility and brain circulation. Bilateral frameworks on social
rights transferability are a useful transitional approach.

Provision of information and ‘one-stop shops’ for migrants

A lack of information disempowers migrants and exposes them to risk of exclusions
or abuse. Making free consultancy centres, hot lines and outreach trainings available
for migrants would help reducing the risk of abuse of the migration system by some
intermediaries. Offering these services under one roof as ‘one stop shops’ in the EaP
countries and EU Member States would be cost-effective and convenient for
migrants. In the labour market a lack of information about job opportunities results
in poor labour market matching. Strengthening of the capacity of employment
agencies to provide for the needs of migrants is necessary to ensure better labour
market matching of migrants in host labour markets.

Invest into legislative improvements in employment and labour regulation in the
geriatric and care sector

The need for migrant labour in the geriatric and care sector is likely to grow. More
supportive employment and labour regulations should be passed that would shelter
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the migrants in cases of the death of the employer and would allow migrants time,
shelter and security needed to find a new job.

Reward good behaviour of migrants

In order to attract skilled migrants to fill up labour market gaps, more stability and
better prospects for possible full integration need to be available as an option. We
propose to promote best practices to citizenship/permanent residence path to
increase the transparency and predictability of migrants’ plans.

Facilitate return migration and integration after return

Sending countries should assist migrants by providing targeted information on
various aspects of re-integration in order to facilitate return, circulation and re-
integration.

Involve stakeholders

The involvement of a broad range of stakeholders who can assist migrants needs to be
promoted. Governmental and non-governmental organisations, civil society
organisations, trade unions and the business sector, and migrants’ representatives in
particular can provide social fabric conducive to migrant integration in receiving and
sending countries. These actors should be actively involved in design and
implementation of migration and integration policies.

Strengthen and mobilize diasporas

Migrants in sending countries (diasporas) can build an important basis for the
effective attraction of the needed additional temporary and permanent workers.
Diasporas can support circularity, and strengthen the economic relationships
between sending and receiving countries through trade (imports, exports),
investment and innovations. Diaspora organizations can play an important role in
this.

Inform public opinion about migration

Negative public opinion about migration represents a key obstacle for Europe
benefiting more from EaP migration. Improved dissemination of information about
migration and its costs and benefits can help to break the vicious circle of negative
attitudes towards migration leading to suboptimal policy reaction, which in turns
results in adverse socio-economic outcomes, eventually further reinforcing the
negative attitudes.

Overall message

There is much the EU, EU Member States, and EaP countries can do to enable all the
involved stakeholders to benefit from increased labour mobility between the EU and
EaP countries. An overarching paradigm should be that of transparent, participative
and informed debate with stakeholders including the general public. Evidence-based
policy making based on best practices should be a central policy paradigm. The role
of data collection, independent evaluation and dissemination of findings, as well as
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implementation of the lessons based on these findings into policy making, are all
essential in this process. As concerns practical policy making, the paradigm of
migration mainstreaming, whereby all labour and social regulations are scrutinised
for their effects on mobile workers and all categories of migrants, needs to be
adopted. Under such an approach the EU and EaP will mutually benefit from
increased mobility between the two blocs, providing for sustainable prosperity and
strengthened competitiveness vis-a-vis their global partners.
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3. Introduction

The goal of this report is to measure and evaluate the costs and benefits of migration
from Eastern Partnership countries to Europe in the medium-term future (up to
2020). Considering different scenarios of economic development and alternative
migration frameworks, we propose policy recommendations on labour migration
management framework between the EU and EaP region. The report therefore
focuses on two broad aspects: measurement of current and future costs and benefits
of migration and recommendations on improvements of labour migration
management to achieve better labour market matching.

Relying on complex cross-cutting methodologies, we estimate the impact of current
immigration from the EaP countries on the labour markets in the EU. Using the EU’s
experience from Eastern enlargement, we develop a projection model which
estimates expected flows of EaP migrants under different economic performance and
migration policy alternatives. As a next step, we quantitatively evaluate the impact of
different labour market liberalisation scenarios in the time period up to 2020.
Gathering rich and systematic empirical material at the macro-level as well as micro-
level and critical evaluation of existing EU and country-level policy initiatives helps
us to propose a range of policy recommendations. These point toward a variety of
areas that go beyond migration policy itself which need to accompany migration
management processes in order to bring most benefits and least costs to receiving
countries, sending countries and migrants.

We argue that it is reasonable to expect modest migration flows from EaP countries
(mostly from Ukraine) over the next decade if the policy status quo is maintained,
and somewhat increased but still moderate flows if a more liberal migration
framework is implemented. Based on assessment of EU’s labour market needs,
migration potential in the EaP countries, and on finding generally positive effects of
increased mobility to and within the EU, we see stable or moderately increased
mobility as a positive and desirable outcome. Moreover, we consistently identify that
the effects of migration are more positive in case of liberalisation which generates
better matching and so more favourable impact for countries and migrants.

Before proceeding to present the evidence, we discuss our approach to analysing costs
and benefits, methodology and data, which — wherever relevant - will be presented
also in the appropriate Annexes at the end of the report.

1.1 A conceptual note on costs and benefits

Migration and mobility engender various effects on receiving and sending societies.
Relocation of individuals and populations with all their social, economic, political,
cultural, ethnic and other dimensions certainly affects sending and receiving societies
in complex ways and in many domains. Some of these effects may be given economic
interpretation and conceptualised as costs and benefits. For the purpose of this report
it is necessary to define boundaries of what we understand to be costs and benefits of
migration and how we measure them. To account for the complexity of the effects of
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migration but to do this in a tractable way, we adopt a three-level conceptualisation of
economic costs and benefits of migration.

More specifically, we look at migration-induced changes in wages, employment,
labour market performance (e.g. matching the demand and supply of skills), GDP and
the welfare state. We can distinguish between the following levels of effects within the
cost-benefit analysis of migration:

e Direct economic effects of migration through changes/adjustments in the
aggregate demand. Economic theory predicts that the receiving country will gain
from migration by an increase in output through growth of the labour force (hence
production means) and the pool of potential consumers. This can produce benefits
in terms of e.g. GDP growth, employment, purchasing power and the size and
diversity of consumer demand. Particular direct effects depend on the need of a
certain country or sector for migrant workers, on migrants’ skills, and on the sector
where aggregate demand changes apply, as well as their particular institutional
arrangements.

e Indirect economic effects of migration involve those affecting the economic
situation of a country not directly through aggregate demand. These effects are
mainly channelled through the labour market and welfare state arrangements. For
example, the inflow of migrants may increase output and employment through
increased labour supply and possible effects on wages. The incumbent labour force
may be affected positively or negatively, depending on the degree to which
immigrant labour is substitute or complement to incumbent labour. Labour
market institutions channel, constrain or redirect some of these effects.
Specifically, immigrant integration into the host countries’ welfare systems may
entail various costs and benefits, such as those related to migrants’ net
contribution to public finances, which are also influenced by particular integration
policies, migrants’ legal status, as well as industrial relations arrangements. For
example, if a labour market remains closed for migrants, migrants may be driven
into using irregular channels of entry. In that case, secondary costs of migration
would go up, as social security premiums are not paid at all by irregular migrants,
although some social benefits and services may be used.

e Externalities of migration in general refer to social networks that migrants
develop, secondary migration flows of families and children and their demand for
housing, healthcare and education in the receiving countries. Other effects may
arise through effects of immigration on natives’ preferences, which may for
example bring repercussions on the receiving countries’ migration policies through
institutionalised industrial relations institutions.

The effects of immigration depend on the degree to which immigrant labour is
substitute or complement to labour of non-migrant (native or resident) labour
(Chiswick, Chiswick, and Karras, 1992; Chiswick, 1980, 1998). The analysis outlined
in Kahanec (2013) sheds light on the redistributive consequences of immigration and
out-migration. These effects thus depend on the skill distribution in populations of
migrants and non-migrants. For example, incumbent low-skilled workers benefit
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from an inflow of skilled workers, who complement them in production and thus
increase the demand for low-skilled labour, resulting in higher employment and/or
higher wages of low-skilled workers. Correspondingly, such immigration may
dampen the wages of high-skilled workers, although this needs not happen if the
increased demand for low-skilled labour resulted in their higher employment and
thus (through complementarity of low- and high-skilled labour) an increased
productivity of high-skilled workers in spite of their increased relative abundance.
One can in the same vein track the redistributive effects of low-skilled immigration
and low- and high-skilled out-migration.

While this supply-demand framework is useful to elucidate the potential
redistributive effects of migration, we need to note that other important factors may
condition costs and benefits of migration. For example, migration may result in a
better allocation of human capital, thus increasing productivity in the economy. It
may also provide for cross-border social ties, thus facilitating international
circulation of goods and services, capital, as well as ideas and knowledge (Bonin et al.,
2008). All types of labour may benefit from the resulting increased efficiency and
productivity. The increased diversity of the labour force may provide for additional
benefits (Ottaviano and Peri, 2006). On the other hand, barriers to integration may
hinder immigrants’ adjustment to the conditions of the host society, which would
adversely affect the effects migration may entail (Constant, Kahanec and
Zimmermann, 2009; Kahanec, Kim and Zimmermann, 2011). Integration failures
may lead to substandard labour market outcomes and possibly welfare dependency
(Borjas, 1999; Briicker et al., 2002; Kahanec, Kim and Zimmermann, 2011;
Zimmermann et al., 2012).

Circular migration has been commonly considered as a win-win scenario, which is
considered to deliver benefits to sending and receiving countries as well as individual
migrants (and their families) (Constant, Nottmeyer and Zimmermann, 2012).
Circular migration can release the pressure of unemployment from the welfare
system of the sending states and generate remittances that can be spent in the local
economy (Caipijus 2010, Favel 2008, de Haas 2005). It can be an alternative to the
brain drain characterising other forms of permanent and even temporary migration,
turning “brain-drain” into “brain-gain” and “brain-return” (Mayr and Peri 2009). As
it aims to encourage migrants’ return, it can also serve as a tool for EU to manage the
influx of immigrants and might facilitate more effective matching of supply and
demand for migrant labour force without necessarily creating higher rates of
permanent migration” (Iglicka et al. 2011: 24).

The receiving country gains flexible and temporary labour that does not pose the
problems of integration and that is sensitive to “swings of markets and the shifting
needs of employers as well as to the desires and plans of migrants who are not aiming
at settling down in the destination country” (Triandafyllidou 2010: 11). Under such a
scenario migrants are seen as benefiting from transnational labour market
opportunities and the higher salaries in the receiving states. However, temporary
migration is often based on the principle of unequal benefits as migrants’ rights in the
country of migration are linked first and foremost to one’s employment contract. The
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right for entering the country, further geographic mobility and circulation, the length
of stay, ability to re-unite with the family, get access to various social provisions and
health insurance in temporary migrating programs are often linked to one contract
and the migrant’s ability to renew it. This generates complex vulnerabilities for
migrants. We therefore evaluate costs and benefits of migration in this report also
from this perspective and propose conditions under which temporary migration is
more likely.

1.2 Approach, methods and data

Given the breadth and depth of this study, we adopt a battery of methodological
approaches to triangulate the costs and benefits of mobility and any relevant policy
options. As a primary source of country-specific evidence, we conducted five country
studies carefully selected for this study. The five EU country studies (Italy, Germany,
Spain, Poland and United Kingdom) provide an in-depth scrutinisation of the costs
and benefits as well as feasibility of increased labour mobility between the EaP
countries and the studied EU countries. National experts gathered and examined the
available data about EaP migrants and provided detailed analysis of their profiles and
current performance in the host country labour market in view of assessing the
potential of EaP migration to fill the anticipated labour market gaps in the EU. The
country studies also bring important insights about past trends of EaP migration to
the EU, their composition, performance, and sectoral and occupational allocation.

The country case studies are complemented by a number of original analytical
inquiries into the costs and benefits as well as feasibility and projected effects of
increased labour mobility between the EaP countries and the studied EU countries.

First, using a unique purpose-made dataset compiled from a number of sources we
calibrate a prediction model enabling us to project dyadic migration flows between
the EaP countries and the EU conditional on a number of archetypal migration
scenarios conditioned by migration policies as well as macroeconomic and
demographic variables. Given the recent experience of Europe with the Great
Recession, that is the global economic decline during 2007-2009 and the ongoing
Eurozone sovereign-debt crisis, migration scenarios take into account varied
alternatives of economic growth in Europe in mid-term future.

Second, we utilise a well-established simulation model to evaluate the potential
effects of projected migration flows on GDP, employment rate, wages and inflation in
the receiving countries.

Third, using a unique dataset on international migration we investigate the effects of
immigration from the Eastern Partnership Countries and the new EU member states
on the EU economies. Using an empirical model accounting for the endogeneity of
migration flows we evaluate the effects of immigration from these source countries on
GDP, GDP per capita, capital stock, total factor productivity, employment rate,
capital-labour ratio and output per worker.
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Fourth, using the EU LFS and EU SILC data we evaluate the degree to which
migrants and natives in Europe respond to increased job shortages across countries,
sectors and occupations. This serves to evaluate the potential benefits of migration
for the allocative efficiency of European labour markets.

Fifth, we complement these perspectives by a comparative qualitative small scale
research providing knowledge and evidence about costs and benefits at the household
and individual level from the point of view of migrants, rather than countries. This in
particular helps us to generate insights about factors contributing to temporary
migration and barriers that complicate it.

Sixth, based on a review of theoretical literature, we conceptually build a link between
industrial relations and bargaining systems in particular and migration flows and
costs and benefits of migration. We then use secondary resources to provide
examples of evidence about selected country cases to identify some relationships
through which the nature of industrial relations conditions the effects of migration on
receiving countries in the EU.

We position our findings against a review of the current legal framework and the
strengths and weaknesses ensuing from it. We complement our analytical findings
with results from an own online IZA Expert Opinion Survey eliciting views of expert
stakeholders The survey conducted in Autumn 2012 identifies expert stakeholders’
views on the situation of immigrants in the EU, barriers to migrant integration and
attitudes towards EaP migration. We also gather experts’ views on policy framework
best suited to address labour market needs and about likely migration dynamics
following potential introduction of more liberal migration framework vis-a-vis EaP
countries (See Box 1.1).

In our endeavour we rely on varied sources of data. First, across different studies we
utilise representative cross-European survey data — EU LFS and EU SILC — as well as
national representative sources to study profiles of migrants. In order to estimate
current and past migration trends, we rely on a unique dataset of migrant flows
(Adsera and Pytlikova 2012, Pytlikova 2012).! In country-level estimations, the EU
country studies gather and compare different sources of data to measure EaP
migration profiles and to estimate country-level effects. We also conduct own data
collection efforts: first, we collect household level data by conducting interviews with
Ukrainian migrants in Italy and Czech Republic to enrich findings from other studies
and to better understand decision-making of migrants and different redistributive
impact of migration at the household level. Second, we approach migration experts
and practitioners across EU27 countries with an online survey to investigate the

! The dataset on international migration used for the analyses has been collected by Mariola Pytlikova and
encompasses information on bilateral flows and stocks of immigrants from all world source countries in 42
destination countries over the period 1980-2010. The dataset has been collected by requesting detailed
information on migration inflows and foreign population stocks by source country from selected national
statistical offices in 27 OECD countries. For six OECD countries — Chile, Israel, Korea, Mexico, Russian
Federation and Turkey - the data comes from the OECD International Migration Database. For nine other
destinations — Bulgaria, Croatia, Cyprus, Estonia, Latvia, Lithuania, Malta, Romania and Slovenia — the data is
collected from the Eurostat.
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status quo of EaP migration and their views of key stakeholders’ positions to
migration and economically beneficial migration framework. Table 1 summarises the
range of analytical inputs, applied methodologies and sources of data. Such
triangulations of methods and data sources help us tackle some of the well-known
limitations of migration data and provide more robust evidence to support our
findings and ensuing policy recommendations.
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Table 1: Summary of analytical inputs, methodology

and data
Report/task Methodology and
type/title Authors focus Data
Country studies
Sabrina Marchetti, . .
. . National representative
Italy Daniela Piazzalunga, Country study SOUTces
Alessandra Venturini
German Costanza Biavaschi, Country stud National representative
Y Klaus F. Zimmermann y y sources
Maciej Duszczyk, . .
Poland Marek Gora, Country study gﬁgﬁ::l representative
Pawel Kaczmarczyk
Lidia Farre, National representative
Spain Nuria Rodriguez Country study P
Planas sources
Stephen Drinkwater, National representative
i Ken Clark Commityy sy sources
Background tasks
g%slt(s) 21:13 t]::(;r;’eﬁts of Mariola Pytlikova, Quantitative statistical EU SILC, own migration
L Martin Kahanec analysis, 2SLS model dataset
migration
Quantitative statistical
analysis, 2 stage
estimation strategy:
Immigrant labour Martin Guzi, Stage 1: measurement of

market matching in
Europe

Migration projections

Costs and benefits of
projected flows

Household level costs
and benefits of
migration

Role of labour unions
for costs and benefits of
migration

Martin Kahanec,
Lucia Kurekova

Michael Fertig,
Martin Kahanec

Tatiana Fic,
NIESR London

Olena Fedyuk

Marta Kahancova,
Imre Gergely- Szabo

skill gaps

Stage 2: measurement of
migrants’ (vis-a-vis
natives’) responsiveness to
skill shortages

Econometric projection
model based on EUS8 pre-
and post-enlargement
experience

NiGEM macroeconomic
simulation model

Small scale sociological
study of Ukrainian
migrants in Italy and
Czech Republic

Conceptual and empirical
review of link between
industrial relations
frameworks and migration
costs and benefits

EU SILC, EU LFS

Migration data from
Holland et al. (2011)
amended with own data
gathering from Eurostat
Population Statistics, a
broad compilation of
data on economic, social
and demographic
variables and projections.

Data generated from
projections (Fertig and
Kahanec, 2013)

Own data collection
based on interviews with
a small sample of
migrants

Literature review, case
study empirical
investigation

Other

Institutional
background, Italy & UK

Expert Opinion Survey

Claire Gordon (UK)
Simone Millio (IT)

Martin Kahanec,
Lucia Kurekovéa

Expert review

Online survey targeting
migration experts and
practitioners

National sources

Own data collection from
EU 27 countries

25



Box 1.1: Eliciting stakeholders’ views: IZA Expert Opinion Survey 2012:
Methodology and background

The IZA expert online survey aiming to investigate various aspects of the current EaP
migration to the EU countries was conducted among the expert stakeholders between
November 2012 and January 2013. The survey was distributed to NGOs, think thanks,
international organisations, migrant organisations, employers and employees associations
and other expert and practitioner groups dealing with migration and immigrant integration
in EU27 countries. The survey provides valuable input for drawing concrete
recommendations for EU’s migration and mobility policy and enriches our understanding of
the perceptions and attitudes towards existing migration exchange between the EaP
countries and the EU countries. The questions were prepared to investigate the issues of
attitudes, integration, barriers to labour market participation, evaluation of most significant
benefits and costs, and assessment of economically desirable policy framework and policy
changes. Some questions were framed with respect to different migration groups (non-EU,
EaP, EU15 and EU12) to enable comparison across different groups, while others were asked
about migrants and migration generally. The full questionnaire is available at the end of the
report, and below we provide summary of key findings.

We received more than 80 responses from a wide range of EU27 countries. 72% of the
responses came from organisations in EU15 countries, the remaining were from EU12
countries. The largest share of respondents - 40% - worked in non-governmental
organisations. Governments, employers’ associations and trade unions were equally
represented (about 14% each). Academic institutions represented about 8% of answers,
thinks tanks 3% and 6% belong to other types of institutions, typically international
organisations. The survey respondents are closely connected to migrant communities as 55%
stated that they interact with migrants regularly or often and another 22% sometimes.

1.3. Note on policy frameworks

Throughout this report we discuss and evaluate existing policy frameworks and study
migration under different migration policy scenarios. In the range of policy options
that we present in the final parts of the report, we discuss different alternatives and
levels of liberalisation. We find it important to clarify the terminology and concepts
that we are engaging with in the report, and we therefore summarise them in Table 2
below. The categories are not exclusive of each other and often might coexist. They
are ordered from least to most profound, and we provide examples of current or past
implementation which will also appear in the text.
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Table 2: Conceptual review of migration policy alternatives

Mlgratlon . Possible implementation /
policy Explanation Examples .
. operational steps
alternatives
LB g Discussed in
Status quo migration
£ Chapter 6
ramework
Fee waiver, visa
Typically waiver for specific
Vi bilateral steps categories, Action plan on visa facilitation
isa Y
ea e taken towards simplified
facilitation s . o
FOCESS conditional application EU directive on procedural aspects
p easing of visa  procedures, of visa application process
policy cancellation of
short-term visa
Bilateral agreement of visa
Cancelation of cancellation (e.g. visa free regime
Visa Liberalisation short-term visa or between Czech Republic and
liberalisation of visa regime . Slovakia between 1993-2004)
long-term visa
EU directive on visa cancellation
Blue/green cards Selective liberalisation established
— eased assess of .
. . through bilateral agreement
specific categories
I_’artlal. . of workers Selective liberalisation on EU level —
liberalisation N .
directive on a category of selective
based on Eased access . A ;
liberalisation (e.g. Researchers
. sector, based on shortage 5. . .
Selective . . directive, Blue Card directive)
. . e occupation, occupation list
liberalisation .
job shortage . .
. Temporary seasonal migration
or Preferential
— schemes between Poland and
combination  schemes for .
selected EaP countries
of factors temporary
Zvoezlifiiscfgﬁﬁiries SBS, SAWS — seasonal work
peciix schemes between UK and EU2
of origin
Time delayed
{1bera11sat10n Accession agreement with
Restricted transitory EU2 accession to COIldlt'IOIlS on free labogr mqblllty
. e e . : (transitory periods, registration
liberalisation periods on the EU in 2007 .
£ requirements, e.g. Worker
ree . )
Registration Scheme — UK)
movement of
workforce
EUS8 accession
Free after May 2011
movement of Accession agreement with no
workers Commonwealth conditions on free labour mobility
Full llowed f Independ
liberalisation | 2.owed —no  of Independent . .
visa, nowork  States (CIS) Loose labour market integration
permit regime between (e.g. CIS regime)
needed Russia and EaP
countries
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4. Characteristics of EaP migration

4.1. Magnitude of migration flows in Europe

The EU exhibits a relatively low rate of inter-state mobility (1 per cent per annum,
vs. 3 per cent in the US).

Although slightly rising, migration from the EaP constitutes only a small fraction of
total immigration to the EU: 3.46 and 3.68 per cent of total stock of immigrants in
1995 and 2010, respectively.

In 2010, the total EaP migrant population in EU27 was about 1.5 million. Most EaP
immigrants came from Ukraine and went to Italy, Germany and Poland.

The Great Recession slowed down or diverted migration flows; return migration

occurred if migration was of an inherently temporary nature and/or re-entry was
facile.

The European Union exhibits a relatively low rate of labour mobility. The annual
inter-state mobility of the working-age population in the EU15 prior to the 2004
enlargement was about 1 per cent, compared to around 3 per cent in the United
States, 2 per cent in Australia and Canada, and 1.7 per cent in the Russian Federation
(Gill and Rasier, 2012). Annual interstate mobility is lower in southern EU Member
States — only about 0.5 per cent — and higher in France, Ireland, the Netherlands,
Sweden and the United Kingdom, around 2 per cent (Bonin et al., 2008). Most
migration to EU Member States has been from other European countries.
Comparatively, flows and stocks of EaP migration in the EU27 have not been among
the larger ones, but we see a steadily increasing trend in EaP migration to Europe
during the last decade until the Great Recession. The drop in migration during the
Great Recession marks a more general migration trend typical for other migrant
groups in and outside of Europe, and given the temporary nature of the cause it is
likely to be temporary as well.

To demonstrate the main trends we use a unique dataset compiled by Mariola
Pytlikova (see Adsera and Pytlikova, 2012, Pytlikovd 2012). Figure 1 describes
migrant gross flows in EU countries, by source region. The biggest migration flows
come from Europe, followed by Asia and Africa. Figure 2 allows for a closer look at
the flows of migrants who originate from Europe. We divide the source countries into
five groups: EU15, Iceland, Liechtenstein, Norway and Switzerland as one group
(EU15+); EaP countries; EU10; EU2; and other European countries. Figure 2 shows
that the highest inflow of immigrants comes from the “old” EEA group of source
countries and Switzerland. The inflows are relatively stable over time, whereas the
lowest immigration into EU27 destinations stems from the EaP source countries.
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Figure 1: Migration flows to EU27 destination countries by regions of
origin, 1990-2010
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Source: Gross inflows. Own calculations using migration flows and stock database collected by
Pytlikova (2012)

Figure 2 also depicts how historical events affected migration flows in Europe. The
1992 peak of migration from “Other European source countries” region corresponds
to the development of migration around the fall of the Soviet Union. Also, one can
observe a gradual but considerable increase in migration flows for the new EU 2004
entrants after the 2004 EU enlargement. Similarly, migration from Bulgaria and
Romania increases sharply around the 2007 EU enlargement.

Figure 2: Migration flows to EU27 destination countries from Europe, by
European regions of origin, 1990-2010.
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Looking at the evolution of migration stocks, the trends closely follow the
development in migration flows. European countries provide the highest number of
migrants, followed by Asia and Africa (Figure 3).

Figure 3: Foreign population stocks living in EU27 destination countries
by regions of origin, 1990-2010.
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Source: Own calculations using collected migration flows and stock database by Pytlikova (2012)

In Figure 4 we disaggregate foreign population stocks stemming from Europe into
more detailed regions of origin, similarly to Figure 2. We observe that the highest
number of migrants living in EU27 countries come originally from the EU1s+,
whereas foreigners stemming from the EaP countries have the lowest numbers. Still,
in the 2000s we observe an upward trend (until the Great Recession) in migration
from the EaP, suggesting more vibrant migration dynamics which may continue after
the pause due to the Great Recession.
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Figure 4: Foreign population stocks living in the EU27 destination
countries from Europe, by European regions of origin, 1990-2010.
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Source: Own calculations using collected migration flows and stock database by Pytlikova (2012).

Table A.1 in Annex A shows stocks of migrants from EU8, EU2 and EaP countries of
origin in European destinations in 1995 and 2010 to provide perspective on changes
over time and comparative evaluations of the magnitude of migration from the new
Member States and EaP countries. Transitional arrangements applied differently
across the EU toward citizens of new Member States, and other factors such as
linguistic proximity or labour market performance, resulted in significant variation in
terms of the intensity of migration flows across destination countries and in resulting
stocks of foreign population. Whereas as of 2010 the main target countries for EU8
citizens were the UK and Germany, relatively few of them live in new Member States
and — among the EU15 countries — in Portugal and Greece. Italy and Spain
dominated as the most attractive destinations for the EU2 migrants, while the other
end of the range consisted mainly of the EU8 countries. EaP migrants predominantly
live in Italy and Germany, followed by Poland and the Czech Republic. Countries such
as Malta, Finland, Slovenia and the Netherlands are the least popular destinations
among the EaP migrants. Compared to other immigrant groups, EaP migrant
presence in the new Member States (EU8+2) is currently much larger than in the
EU15, but this was already the case in the mid-1990s, pointing to political, economic,
cultural or linguistic connections (e.g. within the former Soviet Union) between these
regions in the past.

Table A.2 in Annex A shows, that from among the EaP countries, Ukrainian migrants
typically constitute the most important migrant group both in absolute numbers and
in percentage. In some cases, Belarusian or Moldovan migrants also have a
significant share, suggesting that distance from the EU plays a role in migration
decisions. Only migration from Belarus declined between 1995 and 2010, which
points at a politically restrictive regime and, at least by official statistics, better
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economic performance. It could also signal latent migration potential from Belarus
should the conditions change.

EaP migrants in the EU form diasporas that facilitate connections with family
members and other people in the home country, thereby providing for flow of
information and, in particular, for trade, investment and technological connections
between sending and receiving countries. The main argument in the literature
explaining these positive effects is that diasporas help to overcome informational
asymmetries and other barriers. These are also the main channels through which
diasporas contribute to development in their home countries, beyond the positive
effects of remittances. 2

EaP Migrant Stock: EU Country Studies

EU country studies generally confirm the data presented above, although exact
numbers might differ due differing statistical sources. Drawing on the EU country
studies, we are better able to evaluate factors contributing to shifts in EaP migration
trends and evaluate the propensity for illegal migration. There is considerable
variation in EaP migratory flows across the selected EU countries. Some of the more
significant changes to the earlier patterns were induced by the onset of the Great
Recession, changes in immigration policy, or the recent European enlargements,
sometimes in conjunction with other developments. While the flow of EaP migrants
to the five EU countries in some cases mirrors that of other Eastern European
countriess, it also contrasts them sharply in others.

First, the Great Recession had the effect of halting formerly increasing inflows of EaP
migrants. At the same time, little or no return migration has occurred as a result of
the Great Recession, with the exception of cases where the migration project was
most likely envisaged to be temporary from the very beginning (Poland, Italy) or
where the existing framework offers a relatively easy re-entry (Poland). In some cases
the recession increased competition with the native workforce or other immigrant
groups, or revealed a weaker labour market position of EaP migrant workers leading
to high unemployment as well as differential gender effect on employment outcomes.

Second, the changes in immigration policy have in principle resulted in two effects.
In Italy and Spain, regularisations resulted in the legalisation of the presence of
migrants and in creation of more favourable conditions for their work. Both Poland
and the UK implemented new migration frameworks in the latter half of the 2000s.
These resulted in favourable and preferential access for EaP migrants to the Polish
labour market, but significantly restricted access to the British labour market. In
Germany, the Immigration Act of 2005 facilitated the acquisition of residency for
highly qualified and self-employed persons, while limiting residence permits for
gainful employment to the needs of the German business and local labour market
conditions. Descriptive evidence in Constant and Tien (2011) shows that the

2 See Plaza (2013).
3 For example. migrants from EU2 or EUS or specific countries from these groups.
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Immigration Act of 2005 appears to be associated with a reduction in the overall
number of immigrants being granted a work permit. Such reduction has particularly
impacted Ukrainian migrants (6.9 per cent decrease in stock).

Third, the Eastern EU enlargements had the effect of changing the balance of
competition between workers from new Member States and EaP countries to the
detriment of the latter. In the UK and Germany in particular, previous EaP flows
were, after the Eastern enlargement, replaced with EU8 and EU2 migrants. Some of
the EaP flows have been redirected to the new Member States (e.g. Poland), which
have been experiencing labour shortages but which have also made changes to their
migration policy frameworks that have re-instituted a more favourable position for
EaP migrants (mainly Ukrainians) that had been lost with the entry of EU8 countries
to the Schengen agreement.

Illegal migration is generally very difficult to measure. Countries with frequent
regularisations are able to estimate irregular migration ex-post. Irregular migration
into Italy is wide-spread, but originates mostly in sub-Saharan Africa. From the EaP
countries, Ukrainian irregular migrants are estimated at 28,000 (6.7 per cent of all
irregular migrants) and Moldovans at 17,000 (4.1 per cent of all irregular migrants) (
Marchetti, Piazzalunga and Venturini, 2013). Illegal immigration into Spain is
considered frequent due to government’s low capacity to manage the flows. Precise
numbers, however, are unavailable (Farré and Rodriguez-Planas, 2013). In Poland
illegal migration is very small in absolute numbers, but on average more present in
sectors such as household services, trade and transport. Being employed in
construction, agriculture and other services increases the probability of legal
employment. This has been linked to the recently introduced measures targeting
workers in such sectors as agriculture and construction which have been successful in
redirecting EaP migrants into legal employment and payment of tax contributions
(Duszczyk, Gora and Kaczmarczyk, 2013). In the UK, most migrants are expected to
be failed asylum seekers rather than overstayers or illegal entrants; for this reason,
the total number of illegal EaP migrants is likely to be very low, but estimates based
on the country of origin are not available (Clark and Drinkwater, 2013). Estimates of
irregular migration into Germany could not be generated on the basis of available
data sources (Biavaschi and Zimmermann, 2013).
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4.2. Migrant profiles

EaP migrants are rather well educated, often exceeding the education attainment
levels of natives and other immigrants.

Most EaP migration appears temporary and it is gendered along sectors of
employment.

In spite of their relatively high level of educational attainment, EaP migrants
predominantly find employment in low-skilled and unskilled sectors.

Downskilling of EaP migrants is a function of various factors, ranging from
institutional barriers (recognition of qualifications) to migrants’ preferences.

There are distinct patterns describing EaP migrants in the EU emanating from the
country studies, which we summarise in Table 3. Some particularly important general
characteristics of EaP migration are the distinctly gendered composition and the very
poor skill-job match. Male and female EaP migrants find employment in different
sectors in which they are then rather concentrated. Male EaP migrants find
employment predominantly in construction or agriculture, while female EaP
migrants find employment mainly in the domestic care and service sector.
Positioning in low-skilled sectors implies low average earnings and higher labour
market vulnerability. Migrants from EaP countries typically belong to the younger
and better educated of all groups relative to both natives and other immigrant
groups, yet encounter difficulties in labour market integration and skill recognition,
as well as low prospects to catch up with other immigrant groups or natives. The
situation is different for female EaP migrants who work in the domestic care sector —
they are typically older than their colleagues in the other sectors. EaP migrants also
often constitute the group of immigrants that has arrived more recently, and their
migration patterns with respect to destinations within the receiving countries reveal
the influence of migrant networks.
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Table 3: Overview of EaP migrant profiles based on country studies

UK Spain Poland Germany Italy
Education Primary-Low 18.7% 8/9%** n.a. 20* 7.2%
Secondary-Medium 14.7 34/44** n.a. 31 69.1
Tertiary-High 53-5 45/37** 25.9% 44 23.7
In Education 12.1 n.a. 18 20 n.a.
Age Average Age n.a. 37 n.a. 44* n.a.
Age Groups 36.4* n.a. n.a. 13
(see notes Table . L
A.3 Annex A.3) 44-5 53-3 4
12.9 21.5
5.1 20.5
1 1.4 21.5
Gender Female 59.0 56 57.7% 61* 67
Male 41 44 42.3 39 23
. Low Skilled- % wx % % %
Occupation Unskilled 47.1 90/94 24.2 25 96.5
Medium Skilled 31.2 6.3 35.8 41 2.5
High Skilled 21.7 4.3 1.4 34 0.9
Economic « wx % % % %
Activity Employed 67.8 63/78 87.5 31 76/72
Unemployed 7.8 n.a n.a. 16 7.8
Inactive 24.4 n.a. n.a. n.a. 19/22%*
Sectoral Manufacturing- « wx % % 3.9/23.3%
Allocation Production 13.7 0/10.24 9-1 16 **
(see notes
Table A.3 Construction 6.5 0/42.19%* 20.6 3 0/28.3**
Annex A.3)
Retail-Hospitality 28.8 23.73/2.88** 2.3 17 8.7/10%*
Transport- 2.9 n.a. 6.9 7 0.4/8.3**
Communications
Business Services- . s
Finances 24.5 n.a. 6.8 18i o/o
Public Services 15.8 n.a. n.a. 33 o/0**
Domestic Services n.a. 56.23/2.56%* 20.5 72.1/8.3%*
Agriculture n.a. 3.71/4.15%* 6.3 1 2.4/6.7%*
Other Services 7.9 4.71/1.58** n.a. n.a. n.a.

Notes: In per cent of the respective population. * Refers to Ukrainian migrants only. ** Female/male.
See Table A.3 in Annex A for extensive details.

Sources: Country studies: Biavaschi and Zimmermann, 2013; Clark and Drinkwater, 2013; Duszczyk,
Gora and Kaczmarczyk, 2013; Farré and Rodriguez-Planas, 2013; and Marchetti, Piazzalunga and
Venturini, 2013

Within the IZA Expert Opinion Survey 2012 expert stakeholders were asked to
evaluate the nature of migration from EaP countries (Table 4). In comparison to
other third-country immigrants, EaP migration is viewed as less permanent. While
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more than a third of experts evaluated EaP migration as irregular, about two thirds
considered the flows as prevalently legal. The most important reason for EaP
migration is labour motive. Compared to other non-EU migrants and intra-EU
mobility, student migration is less prevalent. Generally, non-EU migrants are seen as
having irregular status more frequently than EU migrants.

Table 3: Prevalent nature of migration

Temporal nature Legal aspect Reasons for
migrating
T
Permtanen er;lr();rar Seaiona Irrefula Reéula Wt Ty Smil
circular

Non- 63% 61% 17% 35% 81% 81% 55% 47%
EU
EaP 47% 49% 18% 36% 66% 71% 30% 19%
EU1js 57% 65% 11% 2% 82% 77% 30% 49%
EU12 61% 64% 30% 11% 84% 87% 37% 36%

Source: Own calculations based on IZA Expert Opinion Survey 2012. Respondents were asked “What
is the prevalent nature of migration to your country?” Multiple responses were possible; percentages
do not need to sum up to 100. N= 83.

The country case studies also provide specific lessons about particular countries.
According to the UK country study (Clark and Drinkwater, 2013), EaP migrants in the
UK are relatively young and well-educated compared to natives and other immigrant
groups. Data sources suggest a feminisation of migration flows to the UK. EaP
migrants find employment mainly in the retail and hospitality sector (but also in the
business and finance sector) implying a mismatch between employment and their
actual relatively high skill level as measured by educational attainment. Additionally,
their employment rates are lower than those of other European migrants for both
genders. EaP migrants concentrate in London, for its economic status and social
networks.

EaP migrants in Spain are younger on average than the native population and also
considerably better educated (Spanish country study, Farré and Rodriguez-Planas,
2013). They work mainly in the domestic and construction sector. Female EaP
migrants are much more likely to be employed than their native counterparts. Their
high level of education does not match their employment in low-skilled occupations.
Labour market integration is partial, yet they have the potential of catching-up to
other immigrant groups and natives and eventually surpassing them. Migrant
networks are influential when it comes to the location of EaP migrants in Spain. EaP
migrants represent the most recent immigration wave in Spain, which due to the
need of adjustment may partly explain their worse employment outcomes. Another
factor is their higher concentration in sectors more significantly affected by the crisis.

According to the Polish country study (Duszczyk, Géra and Kaczmarczyk, 2013), EaP
migrants in Poland are mainly employed in low-skilled occupations (construction,
agriculture and domestic sectors). A considerable share also immigrates via the study
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route rather than through employment. As a result of temporary employment
frameworks, EaP labour migrants stay mostly between 3 and 12 months. Yet a clear
distinction can be made between predominantly female EaP migrant workers staying
longer than 6 months (domestic sector), and mainly male EaP migrant workers
staying up to 6 months (construction, primary sector employment). Their level of
education is higher than that of natives and they are younger on average than the
native population. EaP migration to Poland (especially from Ukraine) has
consistently been high, and is driven by long-standing migrant networks and
relations.

EaP migrants enter Germany for study, work or family reasons (German country
study, Biavaschi and Zimmermann, 2013). EaP immigration has become a female
phenomenon since the 1990s. While Ukrainian immigrants are largely the same age
as the native population, other EaP migrants are younger. EaP migrants are better
educated than natives or other migrant groups, yet experience difficulties in labour
market integration. Their employment rates are below those of natives and they do
not catch up with time. Their length of stay in Germany is shorter (though increasing)
than that of other immigrant groups and their numbers levelled off around the mid-
2000s. They are mostly employed in low-skilled sectors (hotel & food services,
domestic sector), exhibiting the widest skill-job mismatch in comparison to all other
migrant groups.

EaP migration to Italy is structured around two different patterns: an older, female
immigration flow from Ukraine, and a male-dominated and younger immigration
flow from Moldova (Italy country study, Venturini, Piazzalunga, and Marchetti,
2013). They signify a temporary and a more permanent migration plan, respectively.
Overall, females are more frequent among EaP migrants in Italy. EaP migrants show
very high and gendered employment rates, mainly in construction and the domestic
sector. They are also among the best educated of all immigrant groups, yet their skill-
job match is very poor with little prospect for improvement.

In sum, in all studied countries the EaP migrants were found to be rather well
educated, often exceeding the education attainment levels of natives and other
immigrants. Moreover, a larger share of migrants have technical and engineering
degrees (Duszczyk, Géra and Kaczmarczyk, 2013, Biavaschi and Zimmermann, 2013).
In spite of high level of educational attainment, a large majority of EaP migrants find
employment in low-skilled and unskilled sectors, such as agriculture, construction
and domestic and care services. There is a small proportion of EaP migrants who
work in highly skilled sectors (e.g. financial services in the UK, IT industry in
Poland). The allocation of EaP migrants is gendered across sectors of employment.
Especially in Italy, Spain and Germany, Ukrainian migration is female-dominated
(domestic care sector). Male migrants from the EaP countries typically find jobs in
the construction sector or in agriculture, which have a more seasonal character. Many
migrants also work in trade and services. The importance of migrant networks should
not be neglected; a possible pitfall of migrant networks is the resulting concentration
of EaP migrants in certain regions possibly resulting in skill mismatches (Duszczyk,
Goéra and Kaczmarczyk, 2013).
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Downskilling

The studies jointly revealed that EaP migrants are typically not well-matched with
respect to the level of formal education they attained at home. Key factors that have
been proposed in country case studies to explain down-skilling in the country studies
related to different dimensions.

First, labour market positioning of EaP migrants is structured by the type of demand
in these countries and existing labour market segmentation, which might be further
reinforced by sufficient supply of immigrant labour. The second factor relates to
migrant strategies. If the migration project is temporary, migrants accept less skilled
positions more readily and might not strive for improved conditions, as the
investment in country-specific skills (e.g. language) required for climbing up the
occupational or social ladder may have low returns on investment (e.g. in terms of
increased wages or employment chances over a time horizon of limited duration).
Third, measured down-skilling might rather be a measure of the short stay in the
receiving countries. The country studies have demonstrated that EaP migrant groups
belong to the most recent arrivals, while labour market integration and skill
upgrading typically requires time. As “late arrivals” they have had little time to adjust
in the domestic labour market and move into higher positions more appropriate to
their skills.

The fourth aspect relates to institutional barriers embodied in difficulties in the
process of recognition of qualifications or restrictions on transition to other jobs.
Recognition of qualifications plays a particularly important place in German
migration policy, making the immigration procedure lengthy and costly. In Germany,
several initiatives to improve the situation have been implemented in the past few
years, including the new Federal Law on Recognition of Foreign Qualifications.
However, the process remains cumbersome, expensive and complicated, as the fees
vary by Federal States (IOM, 2013b). This might be creating barriers for better skilled
migrants in particular, possibly redirecting them to countries with more favourable
frameworks. Recognition of foreign qualification is important not only from the
perspective of matching, but also with respect to migrant employability (IOM,
2013b). Self-employment is, in some countries, a way of entering the domestic labour
market, while this does not seem to be the case in others. In addition, if migration
policy is temporary by design, a possibility of transition into higher positions from
low-skilled jobs is often not legally possible.

While the temporality of stay might have detrimental effects on wage and
employment development of EaP migrants, temporary arrangements appear to be
preferred by most EaP migrants. The appeal of such migration plans may be due to
their less restrictive regulation and better predictability, compared to uncertain and
administratively burdensome long-term prospects regarding acquisition of
permanent residence and work permits or ascension to citizenship.
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The 2012 IZA Expert Opinion Survey provides additional insights into the key factors
contributing to mismatch between relatively high formal qualifications of migrants
and their low-skilled jobs. Expert stakeholders identified difficulties in recognition of
qualifications (52%), discriminatory attitudes (42%) and institutional barriers in legal
framework (35%) as the key factors explaining downskilling of migrants in their
respective countries (Figure 5). A third of experts considered also poor access to
information about the employment opportunities and insufficient knowledge of the
official language as factors leading to downskilling.

Figure 5: Factors of immigrant downskilling
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Source: Own calculations based on IZA Expert Opinion Survey 2012. Respondents were asked
“Immigrants in the EU are known to often work in occupations that are below their level of formal
qualification. Which of the following barriers do you think best explain this phenomenon in your
country?” Multiple responses were possible; percentages do not sum up to 100. N= 83.
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5. EU labour market needs

The European Union need immigrants — high-skilled but also low-skilled.

Labour shortages were high among skilled-manual occupations in the agricultural,
health and education sectors over the late 2010s. At the same time skilled non-
manual occupations in the agriculture and construction sectors experienced the
largest decline in labour shortage

In the medium term (until 2020), shortages are expected for health professionals, IT
staff, engineers, sales representatives, and accounting and finance staff, as well as
in sales, services and elementary occupations.

Due to its aging populations and in view of structural changes and shifts, Europe is
likely to need immigrant labour to fill in replacement jobs and newly emerging jobs.
The structure of future demand is expected to be varied and include highly-skilled as
well as low-skilled jobs. According to a survey conducted in 2009 by Kahanec and
Zimmermann (2011), 87.3 per cent of labour market experts indicate that the EU
needs at least as many immigrants as it has now, and 56.6 per cent believe that
compared to the current situation the EU needs more or many more immigrants. This
conviction is even stronger for high-skilled immigrants (the corresponding figures are
96.1 and 81.2 per cent) and somewhat weaker for low-skilled immigrants (the
corresponding figures are 58.1 and 25.8 per cent). The surveyed experts foresee
inflows dominated by low-skilled immigrants, although the survey indicates that the
supply of and demand for high-skilled workers is going to be less negatively affected
by the Great Recession than in the case of their less-skilled colleagues.

An analysis of current labour market situations, the European Vacancy Monitor,
conducted in 2012 identified top bottleneck occupations in the following medium- to
high-skilled occupations: health professionals, IT staff, engineers, sales
representatives, and accounting and finance staff (EC and ECORYS, 2012).

We have conducted our own analysis to estimate labour shortages in the EU in the
recent past. In Guzi, Kahanec and Kurekova (2013), movements of residual wages
calculated using EU LFS and EU SILC data have been used as a measure of labour
shortages under the assumption that an upward movement of wages signifies, ceteris
paribus, a tightening of the labour market and therefore increasing skill shortages. In
particular, the methodology of measuring labour shortage is inspired by Borjas
(2001), whereby labour shortage is measured by average residual wage in the given
country, industry, and occupation after controlling for the composition of the labour
force in so defined group. Comparison of this wage residual across countries,
industries and occupations permits evaluation of the extent of wage dispersion net of
labour force composition.4 Labour shortage is evaluated in relative terms by

4 Differences in the cost of living are not accounted for.
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contrasting the situation in each country, industry and occupation to the European
Union mean in the particular year.

Figure 6 depicts the average wage premiums in European countries during the
2000s. It can be observed that workers in Austria are paid wages that are, net of the
differences in the characteristics and distribution of labour force, close to the
European average. Among the countries with relatively low wage premium are
Greece, Italy, Portugal and Spain; on the other hand in Denmark and Sweden, and
initially also in Ireland and the United Kingdom, wage premiums were well above the
EU average. In some countries the wage premium decreased over time (e.g. France,
Ireland, United Kingdom) while it has increased in others (e.g. Finland). Non-
monotonic development is observed in yet other countries (e.g. Denmark, Greece,
Italy, and Sweden). It is exactly this variation that is indicative about the existence of
labour shortages. The analysis in Guzi, Kahanec and Kurekova (2013) identifies that
the labour shortage in the European countries remained high among skilled-manual
occupations in agriculture and the health and education sectors over the studied
period. At the same time skilled non-manual occupations in the agriculture and
construction sectors experienced the largest decline in labour shortage.

Figure 6: Wage premiums in the EU countries, 2004-2010
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Note: The figures represent average residual wages in the given country, industry, and occupation after
controlling for the composition of the labour force. It is estimated from log-wage regressions based on
yearly samples.
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CEDEFOP (2012) in its analysis aimed at predicting skill needs in Europe in the
upcoming decade estimated that more than 8 million additional jobs are to be created
by 2020. Another 75 million jobs will emerge in this period as “replacement jobs” to
fill in vacancies emerging after workers take up retirement or leave the labour market
for other reasons. The high share of replacement job opportunities reflects the aging
work force in Europe. In 2010, the share of the labour force aged over 45 already
stood at an average of almost 40% (Figure 7). The CEDEFOP forecast estimated a
further growth over the next decade in the share of national workforce aged over 45
years in the great majority of EU countries with more pronounced labour force aging
problems in some of the largest EU countries and economies: Germany, France, Italy,
or Romania (Figure 7).

In fact, despite the variation in the level of the labour force share and projected old-
age dependency ratios across the Member States, the potentials for intra-EU mobility
are dramatically hampered by the concurrent decline in the share of young, mobile
European workers (Bonin et al, 2008). In fact, the share of the 20-29 population
within the total population is expected to decrease by almost 20% by 2020 and
converge across Member States (Bonin et al., 2008), with the sharpest reduction in
Eastern Europe. The authors claim that trends cannot be tackled without
immigration from outside the EU and they therefore call for pro-active measures to
strengthen migration and mobility frameworks.

Figure 7: Share of labour force aged over 45 by country, 2010 and 2020
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CEDEFOP (2012) estimates that in total over 83 million jobs will need to be filled by
2020, most of which will be at the higher or lower end of the skills spectrum, leading
to a risk of job polarisation. CEDEFOP anticipates there will be job opportunities in
manufacturing, crafts and agriculture due to replacement demand, but most job
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openings will be in services. Traditional manual and routine jobs are on decline, and
due to weak expected employment growth in the next decade, the supply of people
with high-level qualifications will exceed demand, leading to short-term over-
qualification. Services including tourism, health care and IT are expected to generate
most job growth in the years up to 2020, but at a slower rate than anticipated earlier
due to crisis-related austerity measures.

In spite of relatively high unemployment levels, shortages will also appear. Shortages
are likely to exist under the forecast assumption of 75% level employment rate, which
is the EU 2020 employment target. Shortages are in part a result of inefficiencies in
job matching at the micro-level but also reflect insufficient skill mix or skill
deficiencies not reflected in formal education levels. Notably, CEDEFOP (2012, p. 13)
expects the greatest recruitment difficulties in sales, services and elementary
occupations (ISCO 91). 5 Sales, services and elementary occupations belong to the ‘top
five occupations’ most in demand up to 2020, where over 7 million (new and
replacement) jobs likely are to be created. Importantly for this report, a factor likely
to contribute to a shortage in these occupations is the quality of working conditions
and pay levels, which might not be sufficiently attractive to national workers
(CEDEFOP 2012). These positions have traditionally been filled by migrant workers.
Other occupations projected to be most in demand in the medium term (until 2020)
are high-skilled corporate managers (ISCO 12), professionals (ISCO 24 and 34), and
personal and protective service workers (ISCO 51) (CEDEFOP 2012, p.10). These
require a more educated workforce and are expected to create about 26 million jobs
(most of which will be replacement demand).

5> The projections are based on the assumption that the mix of qualifications (share of high, medium and low
qualified workers) in the occupation will remain stable. Based on forecasting results this mix is more likely to
remain stable in higher-level occupations (such as associate professionals) than in lower ones (such as plant and
machine operators). (CEDEFOP 2012, p.13)
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6. Relevance of EaP migrant profiles for the EU labour
needs

EaP migrants have been filling existing gaps in host countries’ labour markets.

Due to a relatively small number of EaP migrants in the EU such positive effects
have been in aggregate limited.

Immigrants generally provide for a more efficient allocation of workers. For
instance, they enable native households to engage in market employment by
providing substitute domestic care.

While the EaP Synthesis Report (Barbone, Bonch-Osmolovskiy and Luecke, 2013)
highlights demographic limitations that EaP countries themselves might be facing in
the future, the EU country studies document that the profiles of EaP migrants are
well suited and relevant for current and future EU labour market needs. Our in-depth
analysis points out that particular needs across the EU are diverse. The findings from
the country studies suggest that skill demand structure and shortages vary widely
across the EU countries, as a result of different economic structures, demographic
curves or the impact of the EU enlargement and economic crisis.® The consensus
arising in the country studies is that EaP migrants have been filling the existing gaps
in host countries’ labour markets, and thus their economic impact is generally
positive. Due to a relatively small number of EaP migrants in the EU to date,
however, the aggregate impact on host countries’ labour markets is limited. In Table
5. below we synthesise the current and future labour market demand as evidenced in
the five country studies and expert evaluations of the degree to which EaP migrants
can match the future needs.

The country studies identified that the EaP migrants have been filling the current
gaps in the host countries’ labour markets in sectors such as agriculture (Poland),
household services and personal care (Spain, Italy, Germany), construction (Poland,
Italy) or retail and hospitality (UK, Germany) (see again Table 3). Especially in Italy
and Spain, EaP migrants have played an important positive role in filling demand in
the ‘shortage’ sectors in social and care services. Moreover, the EaP migrants
complement natives in employment and have contributed to female labour market
participation in Italy and Spain.

The role that female labour migrants have played in low and medium-skilled
domestic care services should be particularly highlighted. While the over-
qualification of these migrant women remains a concern, their contribution to the
host country labour market has been significant both through direct micro-level
impacts as well as by enabling the national female labour force to participate in

6 Biavaschi and Zimmermann, 2013; Clark and Drinkwater, 2013; Kaczmarczyk, Gora and Duszczyk, 2013;
Farré and Rodriguez-Planas, 2013; and Marchetti, Piazzalunga and Venturini, 2013; see also CEDEFOP 2012.
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market employment. The demand in this sector appears to be robust even during the
crisis, which has been evidenced by the fact that female EaP migration has remained
stable over the past few years. A further shift towards the service sector in some EU
labour markets might further increase the need for female (EaP) immigration to fill
these types of labour market shortages and gaps, which are likely to grow further in
view of EU’s aging populations. On the other hand, EaP migrants are generally well-
educated and thus well suited to fill in shortages in the high-skilled sectors identified
by forecasting studies (CEDEFOP 2008, 2012). Efforts need to be increased to ensure
their matching to high-skilled job openings in specific sectors, where they may be
most needed.

Table 4: Labour needs in five case countries and potential for EaP
matching

Potential EaP Migration

Country Labour Market Needs Matching
UK Current
- 34 occupations figure on the “shortage
occupation list” of which 16 require an
education in the STEM subjects - EaP migrants are not regarded as
- there is a focus on attracting high-skilled matchlng shortage occupations
non-EEA migrants to the UK identified by MAC, but mostly due to
) i ) downskilling
- migrants might also offer particular soft
skills (linguistic and cultural skills)
Future
- future opportunities for EaP
- the UK does not produce enough graduates = migration to the UK lie where a
in the STEM subjects strategic or sectoral shortage of skill
has been identified by MAC
Spain Current

- a “difficult to cover occupations”-list is
published quarterly

- vacancies are in the fishing and the naval
sector

- prior to 2008 — vacancies in construction
and restoration sector

- candidates with technical degrees
and for the care sector are in the focus

Future

- many skilled natives (e.g. engineers,
business men, architects) have left or are
leaving the country and are not likely to
return

- skilled immigrants are regarded as “good
candidates” to cover the resulting vacancies

- additionally, there will be an increase in
demand for elderly care service
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Poland

Germany

Italy

Current

- employment of immigrant workers mainly
in managerial and professional positions
(employment based on specific skills)

- deficit profession are industry manual
workers and craftsmen (2007-2011)

Future

- medium & large firms display a potentially
higher demand for foreign labour (in sectors
such as industry & mining, or construction)

- demand is also predicted for the agricultural
sector (seasonal) and services sector

Current

- high skilled and skilled workers

- Ukrainian immigrants play an
important role in industry and
services

- EaP immigrants are relevant in the
‘secondary labour market’

- most intense inflows are expected
from Ukraine and Belarus

- language similarities facilitate EaP
migrant employment, e.g. in the
household/service sector

- current matching has not been good
due to poor recognition of
qualifications and poor selection

Future

- shortage of graduates and individuals with
vocational training by 2020

- engineering, health care, legal, management
and business administration, and science
occupations are expected to experience
shortages

Current
- demand for unskilled workers

- demand across all sectors (construction, or
services, e.g. tourism, restaurants & hotel
sector, health, social services, private health
sector)

Future

- demand for unskilled workers will continue
— construction, health and social services

- EaP migration is desirable for two
reasons: 1.) it is seen to help to
alleviate future demographic
problems, and

2.) EaP migrants, especially females,
have favourable degrees in STEM and
engineering, more-so than other
migrant groups

- current employment in family sector
(female) and construction (male)

- there is a lack of estimates for the
household sector, the most important
sector currently for female EaP
migrants

Source; Authors’ elaboration based on EU country studies: Biavaschi and Zimmermann, 2013; Clark
and Drinkwater, 2013; Duszczyk, Géra and Kaczmarczyk, 2013; Farré and Rodriguez-Planas, 2013;
and Marchetti, Piazzalunga and Venturini, 2013.
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7. Costs and benefits of migration

In this section we turn to costs and benefits of labour mobility between the EaP
countries and the European Union. To measure and evaluate these costs and benefits,
we adopt a cross-cutting triangulation approach applying a range of methodologies
and using a number of primary and secondary data. To this end we first extrapolate a
number of lessons from recent migration flows including those related to EU’s
Eastern enlargements. We then turn to a quantitative statistical evaluation based on a
unique dataset of costs and benefits of recent migration from the EaP, EU8 and EU2
on key economic variables in the EU: GDP per capita, total GDP, employment rate,
capital stock, total factor productivity, capital to labour ratio, and output per worker.
Third, we use a dataset compiled for this purpose and advanced econometric methods
to evaluate the degree to which migrants grease the wheels of EU’s economy by
allocating to sectors where labour shortages arise. Fourth, we review two micro-level
qualitative case studies of migrants from EaP to the EU in order to inform us about
how costs and benefits of (temporary) mobility are shared and dealt with within
migrants’ households. In this section we also review the observed shortages. Fifth, we
look at the role of labour market institutions and industrial relations for the costs and
benefits of labour mobility.

7.1. EU Eastern enlargement: experience and lessons

The main lessons from European Union’s eastern enlargements are:

- Liberalisation of entry and access to the labour market leads to increase in
migration flows.

- Transitional arrangements divert migration flows quantitatively and qualitatively;
even countries applying such arrangements witnessed increased flows, however.

- Post-enlargement migrants are relatively well educated, and actively participate in
the labour market.

- There is a degree of downgrading into lower-skilled occupations. This may signify
brain waste, but it may also be part of an optimal migration strategy, lead to a
more efficient utilisation of labour force, and be just a temporary phenomenon.

- Except for micro-level substitution effects in some local labour markets, the
aggregate effects of post-enlargement migration are relatively small, and positive if
present.

- Intra-EU migrants do not abuse or shop for welfare, they rather lack adequate
access to welfare.

- Outflows of skilled workers pose a challenge for sending countries, but brain
circulation provides for convergence and prosperity. Remittances compensate some
of the short-term costs.
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European Union’s eastern enlargement of 2004 and 2007 offers insightful lessons
about the consequences of liberalisation of mobility for migration flows and their
effects in receiving and sending countries.” From a number of perspectives, EU
Eastern enlargement represents a good benchmark for evaluating expected flows,
migrant composition and possible effects in light of more liberal migration
framework between the EU and EaP countries. While the development in Eastern
European new member states and the EaP region has diverged since the regime
change in 1989, the regions share some general similarities with respect to education
structure of national populations and demographic trends as populations across the
former Eastern bloc countries have been stagnating or falling in numbers and are
projected to age.

Flows

EU Eastern enlargement in 2004 and 2007 increased intra-EU labour mobility.
Transitional arrangement applied by most EU15 states had important implications on
directionality of post-accession flows, which were not massive, but sizeable. Based on
data collected by Holland et al. (2011),8 we can estimate that between 2004 and
2009, the total number of EU8 and EU2 citizens in EU15 countries rose by about
150%: whereas in 2004 there were about a million citizens from the EU8, and almost
another million EU2 nationals, by 2009 the total number of EU8 and EU2 citizens
reached almost five million. When measured as a share of respective populations,
EU8 and EU2 migrants in EU15 combined equalled about 1.22% of the total EU15
population and 4.75% of combined populations of EU8 and EU2 countries in 2009.9

EUS citizens reacted to enlargement with some delay, with peak migration level only
in 2006 and 2007, two years after their accession and at a point when their
economies were performing well and grew at high rates. This maps the experience
from the migration literature that migrants move after they have gathered relevant

" For a comprehensive account of EU’s Eastern enlargements see Kahanec and Zimmermann (2010) and
Kahanec (2013).

8 While this dataset provides probably the most comprehensive account of migration flows between the new and
old member states known to us, it has to be acknowledged that a number of issues arise with it. These mainly
arise because of the lack of adequate infrastructure to collect data enabling us to measure migration flows in the
EU. For example, data is often based on population statistics by citizenship, and changes in respective stocks are
interpreted as migration flows. Deaths and births, legalizations, as well as citizenship acquisition, are included in
these flows, although they should not be interpreted as migration. Latvia and Estonia are especially problematic
in this respect, as these countries host large populations of non-citizens, who are treated in various destination
countries in different ways. Data from Ireland and the UK are similarly problematic, as they are based on
interpolations from the respective labor force surveys rather than large-scale administrative or census data, which
may have large error especially for evaluating the sizes of populations originating from smaller source countries.
Looking at foreign-born populations does not help to solve all these issues; for example, many migrants from the
Baltic states were born in other republics of the Soviet Union. Various registers have their own problems, as
migrants often fail to deregister. The statistics that we discuss below may therefore over- or under-represent true
migration flows and need to be interpreted with these caveats in mind.

® For 2007 these figures are slightly higher than those reported by Briicker and Damelang (2009) or Briicker et
al. (2009), and in the range of those provided by European Commission (2008a, b).
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information and accumulated the economic means to do it. The response of EU2
citizens was considerably swifter and more pronounced, reaching peak migration
flows already in the year of enlargement.° The Great Recession affected also intra-EU
labour mobility by incentivising return migration and by discouraging migration
propensity of new migrants. In spite of relatively similar income differentials with
EU15, emigration rates from the EU8 and EU2 sending countries have been quite
diverse. While the Czech Republic, Hungary and Slovenia sent below 2% of their
populations, close to 6% of Lithuanian and Bulgarian citizens had worked in EU15 at
peak times, and so did as much as 10% of Romanian citizens (Holland et al. 2011).
This diversity has been attributed to different labour market conditions and welfare
system structures in home countries which have interacted to shape the propensity to
migrate or to stay (Kurekova, 2011).

Post-enlargement migration was characterised by geographic diversion of migration
flows. For EUS citizens the relative importance of the UK, Ireland and also Spain as
host countries increased substantially, while the traditional host countries, Germany
and Austria, lost their share quite dramatically. For EU2 citizens the shares of Spain
and Italy increased steeply, at the expense of mainly Germany, but also Austria and
France. This diversion is partly a result of transitional arrangements. While delayed
liberalisation of labour market access in some EU15 countries diverted some migrants
elsewhere, it did not prevent their EU8 populations from growing.

Skill composition, occupational and sectoral profiles

In addition to increased flows, EU accession led to a generally positive shift in
migrant profiles. Using the 2009 EU Labour Force Survey! we found that with
enlargement the share of EU10 migrants with high educational attainment residing in
the EU15 increased substantially (Figure 8).1213 The fact that the share of highly
educated EU10 migrants increased already in 2003 might indicate that even the
prospect of EU accession already attracted many educated EU10 citizens. In 2007
and 2009 we however observe somewhat higher shares of low educated EU10
migrants. This is consistent with the findings in the literature that the proportion of

10 That the 2004 accession took place on May 1, whereas in 2007 it was January 1, can at best only partly explain
this difference in response.

1 We reconstruct immigrant cohorts using the year of arrival for residents born in the EU10 and EU2. We
consider the population above and including 16 years of age, excluding conscripts on compulsory military or
community service as well as anyone whose highest level of education or training successfully completed was
attained after his or her immigration to the current country of residence in the EU15.

12 High level of education includes ISCED 5 and 6 levels; medium level of education comprises ISCED 3 and 4
levels; and low level of education takes in ISCED 0, 1 and 2 levels. For further details about this classification
see UNESCO (1997).

13 Given the construction of the sample, were the propensity to stay in the host country positively correlated with
a migrant’s educational attainment (Hazans (2012) shows this to be the case for the Baltic states before
enlargement as well as since 2006), our results would underreport the true improvement in the skill composition
of immigrants from the new member states.
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high- but also low-educated migrants from the EU10 in several EU15 countries
increased after the 2004 enlargement (Kahanec and Zimmermann 2010).

Figure 8: Educational attainment of EU10 and EU2 citizens in the EU15.
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Source: Own calculation based on the EU Labour Force Survey, 2009.

Notes: In per cent of total EU8 and EU2 populations resident in the EU15 above and including 16 years
of age, excluding conscripts on compulsory military or community service as well as anyone whose
highest level of education or training successfully completed was attained after his or her immigration
to the current country of residence in the EU15. No data available for Malta. Germany excluded due to
no information on migrants’ country of birth.
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More concretely, in 2009 among EU10 nationals in the EU15 the share of high
educated was 26.1% and low educated 22.5%; i.e. they were considerably more
educated than EU2 nationals in the EU15 of whom 12.2% were high and 37.5% low
educated. While EU migrants have been on average less educated than EU10
migrants, EU2 nationals were nevertheless more educated than the total population
in the EU15 with 18.9% high and 45.7% low educated residents. EU10 as well as EU2
nationals in the EU15 were each positively selected also relative to their source
populations (see also Holland et al. 2011).14

Patterns of selection appear to have been uneven across an enlarged European Union,
with transitional arrangements affecting the scale and composition of post-
enlargement migration flows.!5s Holland et al. (2011) find that Luxembourg, Demark,
Sweden, and Ireland are most popular among high-skilled workers while low-skilled
workers are more likely to go to Greece, Portugal, Spain, Belgium, Netherlands, and
Finland. This needs to be understood in the context of supply and demand in the
sending and receiving labour markets. The migration decision is also conditioned by
the expectations of the potential migrant about his or her probability of success in
securing desired employment. Potential migrants better equipped to succeed are thus
also those who are more likely to migrate, which may also explain positive selection of
labour migrants with respect to source populations. Finally, several EU15 member
states have applied transitional arrangements towards EU8 and EU2 migrants
differently. As more skilled migrants appear to have been more distracted by
transitional arrangements than their less-skilled colleagues, this policy variation may
explain part of the observed differences in selectivity between EU8 and EU2 migrants
(Kahanec and Zimmermann 2010).

With respect to employment outcomes, EU8+2 migrants generally have high (waged)
employment rates, but typically work in less-skilled occupations than natives. They
are overrepresented in low- and medium-skilled occupations and sectors, such as
construction, manufacturing, hotels and restaurants, and agriculture (Kahanec,
Zaiceva and Zimmermann, 2010; Blanchflower and Lawton, 2010). This may signify
imperfect adjustment and downskilling of relatively well-educated migrants into less-
skilled occupations. While this implies brain waste, it may also be part of an optimal
migration strategy, lead to a more efficient utilisation of the labour force, and be just
a temporary phenomenon, as labour market outcomes of migrants typically improve
with time.

Indeed, early studies suggest that there were no signs of significant brain drain,
although some skilled sectors, such as medical doctors, lost non-negligible
proportions of their workforce (Frelak and Kazmierkiewicz, 2007; Briicker et al.
2009; European Commission, 2008; Hazans, 2012). There is also ample evidence
suggesting that for EU8 and EU2 migrants the possibility to work abroad offered the

14 Most of these results stay valid if we look at prime working age population (25-54), except that EU2 migrants
then appear to be negatively selected form their source population.
15 Kahanec, Zaiceva and Zimmermann (2010), Kahanec and Zimmermann (2010b).
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opportunities that were missing in domestic labour markets. From such perspective,
alternative to migration would have been unemployment or inactivity. Moreover,
some evidence exists suggesting that for young workers in particular, experience of
working abroad is valued positively in domestic labour market after return, as it
demonstrates a set of desirable skills, such as independence, initiative or language
proficiency (Kurekova, 2011).

Effects on the receiving countries

Based on a broad account of labour market impacts of post-accession migration flow
in receiving countries, Kahanec et al. (2010) conclude that there is little evidence that
they would crowd out native workers from employment or lower their wages, even in
the countries with most marked increase in migrant inflows (UK, Ireland, Spain). A
downward pressure on wages in low-skilled sectors and strain on the provision of
public services and housing in the areas where the immigration concentrated was
suggested by some reports (House of Lords 2008; Trade Union Congress 2007).
Generally, however, EU8 immigrants were filling shortage sectors (e.g.
manufacturing and construction) and complemented rather than replaced domestic
and other immigrant labour force (Kurekova, 2011).

Similarly, relatively low welfare dependency was documented among post-accession
immigrants, although there is some evidence that it grew as the migrants fulfilled the
legal requirement of employment duration to qualify for such benefits (Kurekova
2011). This is related to contributory nature of benefit schemes and other restrictions
and conditions on access to welfare rights and responsibilities (Kurekova 2013, also
see Zimmermann et al. 2012). Welfare system structures in host and home countries
might have affected patterns of return migration affected by the economic crisis.
Kahanec and Kurekovéa (2013) found that the degree to which return migrants to
Slovakia enter unemployment registers differs quite significantly based on the
country of previous employment. Anacka and Fihel (2012) have argued that return of
mainly rural origin migrants back to Poland during the recent crisis is related to the
preferential status and access to social security system of farmers and their families in
Poland. Zaiceva and Zimmermann (2012) have studied the mobility of workers from
EU8 and EU2 Member States in the receiving EU15 countries. A significant
proportion of these migrants stayed abroad only temporarily, and the Great
Recession has triggered return intentions. Their findings suggest that brain
circulation rather than brain drain is relevant and that returnees are most likely to
migrate again. Repeat and circular migration is expected to alleviate the potential
negative impacts of the crisis, leading to a more efficient allocation of resources
within the enlarged EU.
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Effects on the sending countries

EU accession and the ensuing labour mobility impacted EU8+2 sending countries in
varied ways, and had most significant effect on their labour markets. Two related
phenomena occurred between accession and the outbreak of the crisis in the
countries with greater outflows. High labour mobility from these countries combined
with strong economic growth resulted in a marked decline in unemployment rates,
including youth unemployment. Relatedly, labour shortages in some sectors and
occupations occurred (Kaczmarczyk and Okolski, 2008, Kadziauskas, 2007, Galgoczi,
Leschke, and Watt, 2012). This encouraged governments to revise migration policy
framework and in some countries led to designing of preferential schemes towards
EaP migrants, but also some Balkan countries (Frelak and Kazmierkiewicz, 2007;
Iglicka, 2005; Kurekova, 2011).

For gains and losses of mobility, it is also important to what extent these transmitted
to the left-behinds in the form of remittances. Kahanec, Zaiceva, and Zimmermann
(2010) report an increasing importance of remittances in a number of sending
countries, most significantly in Bulgaria and Romania, but also the Baltic states.
Unsurprisingly, the overall volume of remittances to the EU8 and EU2 declined in
2009 after years of growth due to the worsened economic situation in the host
economies affected by the 2008-2009 economic crisis (Comini and Faes-Cannito,
2010). Kaczmarczyk and Okolski (2008) document that remittances were primarily
used for consumption and durable goods during the early post-enlargement period,
but also report that more recently they have been invested in human capital as well.
Kahanec and Pytlikova (2013) find rather positive effects of east-west migration in
receiving countries’ economies and, using the same migration database, compare
these to the impact of recent EaP migration in Europe. These are summarised in the
next section.

In sum, EU8 and EU2 migrants have responded flexibly to economic conditions
across Europe, not least due to the fact that free mobility has allowed them to freely
relocate within the EU. Moreover, institutional arrangements in the area of social
security transposition might have also facilitated return and integration of returned
migrants (but more research is needed in this generally under-researched area).
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7.2. Costs and Benefits of EaP Migration for Europe

Experience with past flows from the EaP, EU8, and EU2 indicates a generally
positive effect of migration on receiving countries’ economies (GDP per capita, GDP
and employment), which is conditioned by economic integration and free labour
mobility (and the prospect thereof).

Immigrants from the EaP in the EU typically:

Provide much needed productive capacity and human capital

Help to mobilise internal capacities

Do not negatively affect wages

Do not abuse welfare

but due to inefficient matching to jobs (downgrading) and negative selection some
of the potential benefits are not realised. This calls for improved management of
EaP migration flows.

Out-migration from the EaP generally provides for gains from brain circulation
and remittances, but the there are risks of Dutch diseases and socio-psychological
costs for the left behinds, as well as risks for long run innovation potential and
demographic challenges. Again, improved management is an imperative.

This section presents comprehensive evidence to assess the benefits and costs of EaP
migration on both the receiving and sending regions. We combine information drawn
from the EU and EaP Country Studies as well as other works delivered in the process.
We broadly distinguish between effects at macro-level (on the countries) and at a
micro-level (on the migrants, migrant households, natives). Conclusions from the EU
country studies are rather homogenous, and therefore costs and b