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The recent crisis has exacerbated the imbalances on the labour
markets in the euro area. Unemployment figures in the GIPS countries remain
at record highs, whilst other euro countries are unable to satisfy their demand for
skilled workers.

Internal migration can be an effective way of reducing disequilibria
on the labour markets, especially in a monetary union that does not have
flexible exchange rates as an adjustment mechanism.

Migration flows have responded to high unemployment in the euro
periphery. In Spain, for instance, the immigration surplus has shrunk from
upwards of 700,000 in 2007 to a scant 63,000 in 2010. Without the reversal in the
migration trend unemployment in Spain would be up to 1.7 percentage points
higher and in Ireland as much as 3.5 points.

Europeans are apparently becoming more willing to relocate. The
potential for internal labour migration is particularly high among young, well-
qualified workers, who are especially hard hit by high unemployment in the
peripheral countries despite their good qualifications.

Reports on European integration

Immigration from the euro periphery to Germany is likely to increase
in the coming years given the relatively promising employment out-
look there. However, our analysis suggests that inward migration will rise only
moderately.
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Diverging unemployment
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1. Introduction

Since the eruption of the financial and economic crisis, labour
markets in Europe have trended farther apart. Many EU countries
are registering record unemployment. Elsewhere, employers are
unable to find any skilled staff. But greater labour mobility could act
as a counterbalance to reduce joblessness in certain regions and
alleviate the shortage of labour in others.

In a common economic area — and even more so in a single
monetary area —, the migration of human capital plays an important
role in labour market efficiency. Under flexible exchange rate
regimes economic imbalances between countries are generally
reduced through the appreciation or depreciation of their
currencies — a mechanism not available in a monetary union. If
prices and wages are also inflexible or if no further pressure can be
brought to bear on them, what remains is labour mobility as an
adjustment mechanism to reduce short-term and structural
imbalances between regions.

However, in the past decades this mechanism has had only limited
impact and has been very slow to work in the internal European
market.! Comparatively little migration of labour has taken place
within the EU. Will this sluggish adjustment process persist, or will
we see an upswing in inward migration in the aftermath of the
economic crisis?

This EU Monitor sets out to examine how migration flows in the euro
periphery are reacting in the recent economic crisis, how they help
level imbalances, and how they might develop in the years ahead
from the perspective of Germany as a destination country.

2. Migration patterns in the peripheral countries

Pre-crisis migration trends

Whereas during the 1950s and 1960s labour (mainly migrant
workers from Italy, Spain and Portugal) migrated to the core
European countries, migration flows in subsequent decades
exhibited a different pattern. Since the 1970s and 80s Italy, Spain,
Portugal, Greece and Ireland have evolved from traditional outward
into inward migration countries. This reflects their dynamic economic
development in recent decades, which gathered pace chiefly in the
years leading up to and after the establishment of monetary union
and those countries’ accession to the euro area. During that period
the peripheral euro countries derived considerable benefit from
favourable interest rates and capital inflows. The boom, increasingly
driven by growth in sectors with heavy demand for low-skilled
labour — such as the construction industry, the services sector and
tourism — attracted massive inward migration flows.

During this period Spain advanced to the major migration magnet in
the EU. Between 2000 and 2007 an average of more than 730,000

people a year settled there. Over a third of these (around 250,000)

came from the EU. As a result Spain registered the second largest

influx of migrants in the OECD, outpaced only by the US.?

In 1995 Ireland notched up its first positive migration balance (i.e.
net immigration) in decades. No other European country saw higher
net in-migration in the pre-crisis years per head of the population.
Relative to the total population, the share of migrants soared from

! See Bonin et al. (2008); Puhani (1999); Zimmermann (2009).
2 See IOM (2010).
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3.2% in 2000 to 12.5% in 2008. The structure of migrants to Ireland
differs considerably from that in the other countries analysed
inasmuch as most migrant workers — unlike those moving to the
peripheral countries of Southern Europe — come from EU countries
(2010: EU-15 28%, EU as a whole 72%). What is more, they are
exceptionally well trained — around three-quarters of people from the
EU-15 are educated to tertiary level — and young — 83% are of
working age.3

Slump on labour markets in the crisis

The recent crises have hit the labour markets in the previously
booming euro periphery particularly hard. Whilst many euro
countries have shown signs since early 2010 of gradual economic
recovery, stabilisation has not yet reached the countries on the
periphery. The jobless tally there is far higher than in some core
countries such as Germany, where unemployment in 2010 was only
7.1% (see Graph 1). Spain registered the highest proportion of
people out of work in the EU last year at 20.1%. In Ireland, Greece
and Portugal unemployment levels in 2010 were similarly above
average, ranging between 12 and 14%. And the opening months of
2011 have seen further increases. In all the countries examined the
crisis on the labour market has taken its heaviest toll among young
workers, low-skilled labour, men and migrants from non-EU
countries and the new EU member states.

In a downswing young employees are frequently the first to be laid
off — partly because they are often on fixed-term contracts or other
atypical employment arrangements. In many cases this is the result
of rigid employment structures for older staff, who cannot simply be
dismissed when new orders dry up.4 But a low level of education is
another contributory factor. In Portugal and Spain, for example, the
percentages of school and vocational training dropouts are more
than twice as high as the EU average, hitting 37 and 31%
respectively in 2007. During Spain’s pre-crisis construction boom,
for instance, many young Spaniards abandoned their training to
cash in on the good earnings to be had in that sector. However, well-
qualified young people — notably in Ireland and Greece — are also
feeling the pinch of high unemployment (see Graph 5).

The impact of the crisis on migrants — above all labour from non-EU
countries — is particularly severe. Additionally, in Ireland and Spain
above-average numbers of citizens from the new EU member
countries are without work. Indeed, in Ireland their jobless rate is
higher than that of immigrants from non-EU countries. One reason
for the generally high unemployment is that immigrants are often
employed in sectors severely affected by the crisis, such as
construction, manufacturing and the hotel and catering trade.”

As would be expected, consideration of the unemployment rate by
level of education indicates that the lower the educational
attainment the higher the risk of being without work. Greece is a
notable exception: there, the unemployment rate for people with
secondary level education in 2010 is 1.6 percentage points higher
than for people with a low level of education (see Graph 6). Part of
the problem here lies with closed professional guilds, resulting in
poor labour market permeability for medium-skilled workers. This
means, for example, that day labourers stand a better chance of
work than truck drivers. But on the whole the level of education in

® See MPI (2010).
4 See European Commission (2008); European Commission (2011b).
® See Koehler et al. (2010); MPI (2010).
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Greece, as in Portugal, is a less serviceable means of explaining the
extent of unemployment, because people across the entire
educational spectrum are affected by joblessness on a similar scale.

Gender also makes a difference, with the crisis affecting men far
more severely than women. This is because sectors featuring a very
high proportion of male workers — such as the construction business
and industrial manufacturing — have suffered sharp declines.
However, in areas dominated by women, like social services (e.g.
nursing) and private households, there has been little alteration in
demand. Consequently the female unemployment rate has risen
comparatively less steeply.

Shift in migration patterns triggered by the crisis

The massive contraction in employment has had a huge impact on
migration flows. Countries with high net pre-crisis immigration, such
as Ireland and Spain, are seeing people depart in droves. Inward
migration figures have also tumbled sharply, with Spain registering
the strongest absolute decline in net immigration. Even so, with the
exception of Ireland the countries concerned still have a migration
surplus. In Portugal for instance the strong outflow of EU-15
nationals was made up for by the arrival of larger numbers of
eastern Europeans, chiefly Ukrainians and Moldavians.® Many
Romanians and Bulgarians have continued to move to Spain.7
Persistent immigration by certain groups of migrants is due partly to
the fact that conditions in their country of origin are in some cases
even worse.

Relief for labour markets through migration

Without outward migration the imbalances on the respective labour
markets would be even more pronounced. To ascertain the extent of
relief resulting from migration we have run a simplified model
calculation, although the absence of suitable data meant we were
unable to include Greece. We assume that during the crisis years
2008 and 2009 just as many immigrants would have entered the
respective country and just as many emigrants would have left it as
they did in 2006 and 2007. On the basis of these potentially extra
people in the relevant country we can calculate the additional
potential size of the working age population.8 For Ireland, Portugal
and Spain it works out at 89,200, 13,600 and roughly 498,000
respectively. We further assume that this additional working age
population would not have found work in the shorter term owing to
the current crisis and inflexible labour markets and that they would
have been recorded as additional jobless persons in the national
unemployment statistics.

So had these workers arrived or not left the country even during the
crisis, in the case of Ireland this would have made a very profound
difference of 3.5 percentage points in the jobless rate. For Spain it
would still have added on 1.7 percentage points (see Graph 9). That
would put considerably more pressure on the respective job
markets. Higher labour mobility could bring relief to the labour
markets on a similar scale.

® See INE 2010.

" See Koehler et al. 2010.

® The additional potential size of the working age population is calculated as follows:
(potential non-emigrants * average share of 15 to 64 year-olds in emigrants +
potential additional immigrants * average share of 15 to 64 year-olds in
immigrants) * participation rate of foreigners in the workforce.
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Both before and during the crisis immigrants from non-EU countries
were generally more mobile,’ balancing out at least part of the
labour market disequilibria. This higher mobility can be attributed to
the often less favourable employment situation — caused for
example by fixed-term contracts or other atypical arrangements in
sectors particularly sensitive to the business cycle — and to looser
ties with the destination country. But migrants from the new EU
countries, Poland in particular, also react comparatively more
sensitively to cyclical fluctuations and thus help offset some of the
imbalances.™ In the present economic crisis, however, more locals
also appear to be migrating.

At present there is no way of assessing the scale of migration by
local labour from the peripheral countries. This is due partly to the
inadequate data situation. For one, it is difficult to record migration
data systematically (also with regard to characteristics such as age
and education) due to the free movement of people within the EU.
For another, much of the more recent data on inward and outward
migration is not yet available. Modelling of migration flows triggered
by the recovery of some economies in the euro area since the
beginning of 2010 and by persistent stagnation or recession in other
countries is therefore still limited.

Latter-year destinations for emigrants from the periphery

No recent data exists on the destinations of most emigrants from the
southern European periphery, especially those from non-EU states.
Of the 324,000 people who left Spain in 2009, for example, the
destinations of only 75,000 are known. Even for the 72,000 EU
citizens (excluding Spaniards) who emigrated from Spain in 2009,
the Spanish statistics indicate a destination for only a relatively small
proportion, i.e. roughly 16,400. All that is comprehensively known is
where Spaniards emigrated to in 2009. They headed chiefly for the
United Kingdom, the United States, France and Germany (see
Graph 10). For Ireland statistics are at least available by largish
target regions. They show that the majority of emigrants from Ireland
in 2010 (2009), namely 22% (18.3%), made their way to the UK,
which is to say that in 2010 Britain attracted more immigrants from
Ireland than the entire group of new EU member states, which
registered a share of 21.2%. In 2009 the NMS-12 still clearly topped
the list, on 35%. This reflects the extremely high level of migration
from Ireland at that time by citizens of those 12 countries. In 2010
(2009) 16.9% (10.1%) emigrated to the EU-13 (= EU-15 excluding
Ireland and the UK) (see Graph 11).

The statistics available suggest that so far Germany has played only
a minor role as a destination for immigrants — all the more so if we
consider immigration relative to population size. Per head of the
population more people still moved to Spain, Greece and Portugal
between 2008 and 2010 than to Germany, as illustrated by Graph
12.

In the crisis years 2008 and 2009 net emigration from Germany
amounted to 68,600 in total. It can be argued that people left the
Federal Republic at that time because the economic outlook was
uncertain even though the labour market was comparatively robust.
When, in 2010, Germany began to show signs of dynamic economic
development by international standards, it already attracted net
immigration of 130,000.

° See European Commission (2009); MPI (2010).
% see Glismann/Schrader (2011); Koehler et al. (2010).
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But even in 2010 Germany is still one of the worst performing EU-15
countries in terms of net immigration relative to its population. In
2010 1.6 people per thousand of the population immigrated to
Germany, scarcely more than in the crisis-ridden countries Spain
(1.4) and Greece (1.3). Instead, relative to the population size and
after deduction of the number of emigrants (i.e. net), between 2008
und 2010 migrants from the EU-15 preferred to heed the call of
Luxembourg, Sweden, Belgium and Italy.

So what does the future hold? The peripheral countries are facing a
protracted period of adjustment. They are not likely to see the high
growth rates needed for a sustained recovery in employment in the
coming years. Particularly in Greece — but also in Spain given the
extremely high level of unemployment at present there — it will
probably take years for the employment situation to claw its way
back to its pre-crisis level. In all probability more workers from the
periphery, especially on the southern rim of Europe, will migrate in
the short and medium term to the economically stable member
states.

Europeans’ readiness to migrate

Surveys and statistics on the use of job placement websites, as well
as reports from public authorities and the media, also suggest that
EU citizens are becoming more willing to relocate within the Union.

A representative Eurobarometer survey from 2009 indicates that the
younger and better educated Europeans are, the more willing they
are to work abroad.™* Those who have already gained experience
abroad in their training and employment are also more willing to
consider seeking jobs elsewhere in Europe. 14% of the EU-15
citizens polled had already spent time training and working in
another European country. The percentages are roughly the same in
all age groups. Consequently, after comparatively few years of work
the younger generation can already draw on a similar amount of
experience abroad as the older generations. With a share of around
19%, young Spaniards and Irish rank in the upper middle segment.

Destinations in other EU countries certainly seem popular with
young Europeans, possibly making them more open to the idea of
working elsewhere within the Union. In a Eurobarometer survey of
15 to 35 year-olds conducted in 2011 53% said that in view of the
poor employment prospects they wished to work temporarily or
permanently in another European country.12 A disproportionately
high number of these were young Spaniards (68%), Irish (67%),
Greeks (64%) and Portuguese (57%). The higher the level of
education the greater is the wish to work in other European
countries (55% with higher qualifications versus 33% less qualified
respondents).

Young Irish, Portuguese, Spaniards and Greeks cited the lack of
work available in their geographic region or area of specialisation
and mediocre payment for the jobs that were available particularly
often as the main reasons for poor job prospects after their training.
It is interesting that very few young people perceive the lack of
adequate qualification as a problem when looking for work. Only 8%
of Greeks gave this as their first or second reply. Yet the Greek
education system with its inadequate practical focus is considered
particularly deficient. 17 to 21% of Portuguese, Irish and Spanish

1 See European Commission 2010.
12 See European Commission 2011c.
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respondents ticked this box. The European average worked out at
25%.

The statistics from the European job portal Europass also indicate
that young workers are more actively seeking alternatives abroad.™
Of the Greeks, Irish, Portuguese and Spaniards who submitted their
full CVs in 2011 approximately 80% were under 35 years old. Of
course age will have a distorting effect here given that young people
use the internet more often than older people. Even so, the
considerable interest shown by young employees does provide
insights into their willingness for mobility. The high proportion of
users from the peripheral countries who already have work
experience (70-80%) and knowledge of more than one foreign
language (61-65%) signals a middle to high level of education on
average.

There are a variety of reasons for the young generation’s basically
relatively high willingness to move. For one, young people tend to
have fewer ties and are thus more flexible. Experience abroad, for
example through Erasmus exchange programmes, has become
widespread. And the past decades have witnessed a marked
improvement in the level of education, accompanied by more
extensive knowledge of foreign languages. Young people on the
euro periphery in particular are now attaining higher levels of
education than any previous generation. In Portugal the share of
academics has almost doubled in the last ten years alone. In Ireland
it has risen by almost two-thirds and in Greece by one-third.

3. Destination Germany?

But according to a Eurobarometer survey from 2009, EU-15 citizens
willing to migrate do not view Germany as the most attractive
destination.™ At that time most of the countries to which they gave
preference were located outside Europe, namely in the US and
Australia. At least the UK and Spain then followed in third place
ahead of Canada. Only for respondents from the new member
states did Germany top the list of potential destinations, followed by
the UK, Austria, Italy and the US.

There are by all means cogent reasons for this choice — especially
for highly qualified people from the EU-15. Taxes and contributions
are higher in Germany than in such popular destinations as the UK,
the US, Canada and Australia. The wage level is lower — even if
skills-specific pay levels can vary considerably. Added to which, the
red tape in Germany is often daunting. There are 60 regulated
professions alone — for doctors, teachers and ophthalmologists, for
example — in which qualifications must be recognised by an official
body or professional association. But as the shortage of skilled
labour grows more acute, the recognition process is likely to be
simplified.® However, the greatest barrier for many people is the
language, even if knowledge of English is now considered sufficient
in some areas. 63% of the Spaniards polled by Eurobarometer, for
instance, said that language in general was a major obstacle to
emigration.'® Other industrial countries also vying for skilled labour
often have lower barriers to market access for immigrants.

¥ See Europass (2011).

¥ See European Commission (2010).

% |n July 2011, the Federal Government abolished the priority check for doctors and
engineers specialised in electrical and mechanical engineering and vehicle
construction from non-EU countries. This check permits the recruitment of non-EU
nationals only if no German worker can be found to fill the post (see ZAV (2011)).
See European Commission 2010.
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Economic determinants of migration

In economic migration theories wealth
differentials, as expressed in, say, wage
differentials, and employment opportunities,
as reflected in unemployment rates, are
among the key factors influencing labour
migration.* Wealth differentials may also be
typified in social security systems. Whilst
these differ in the euro area in terms of their
size and the generosity of their benefits, in the
short term social welfare systems are fairly
irrelevant as a pull or push factor within the
euro area. After all, basic social security is
guaranteed in all countries. Entitlements going
beyond this are largely acquired over a certain
number of contribution years in accordance
with the principle of equivalence. And anyway,
the complexity of the various systems makes
it very difficult for people to compare them.

Wage levels, labour market fluctuation and
social security systems aside, there are other
pull and push factors that impact on migration
decisions. Geographic proximity and, most
importantly, language play a decisive role.
Hence much of Irish workers’ mobility is due
to their emigration to the UK, as well as to the
US and other English-speaking countries,
whilst the Portuguese most often feel the pull
of Spain and the linguistically related
countries France and Italy.

Also significant is the length of stay in the
destination country. The longer the stay, the
better are the chances of employment and the
stronger the social ties. Existing social
networks also act as pull and push factors.
Close family ties of the kind found
comparatively often in the southern countries
make people less mobile, whereas social
networks abroad facilitate a move there.

Institutional conditions are also instrumental;
in recent years they have improved in general.
The free movement of persons is now taken
for granted. Companies are becoming
increasingly international in their outlook. But
lingering inconsistency in the recognition of
professional qualifications remains something
of a problem in certain areas. As a result
many immigrants are over qualified for their
jobs. This is the case with 20% of migrants
from other EU countries and with fully 60% of
highly skilled non-EU citizens.**

However, as the shortage of skilled staff
grows more acute this problem will resolve
itself to a greater extent through market
mechanisms.

* See Baas/Briicker (2010); Puhani (1999);
Sjaastadt (1962); Zimmermann (2009).
** See European Commission (2009);

Koehler et al. (2010).

Nonetheless, Germany has a strong suit in competition for
immigrants from the Union. It has emerged stronger from the crisis
than any other European country. At present the labour market is
sending out the most positive signals in a long while. Young
employees in particular stand a comparatively good chance of
finding work in Germany, where the most recent statistics (July
2011) show youth unemployment running at 9.5%, less than half the
euro area average (20.5%, Eurostat data). For skilled labour the
outlook is especially good, given that 1.3 million academics will
already quit active employment in this decade as they reach
retirement age.17 In the next decade another 1.8 million will follow.
This situation is compounded by the need for more qualified staff as
a result of the ongoing structural shift towards a high-tech and
knowledge-intensive society. Engineers, IT specialists and doctors in
particular, as well as social service providers such as nursing staff
and carers, are in constant demand.

There is much to suggest that the message is gradually getting
through. In 2010 Germany notched up a migration surplus of roughly
130,000. Public agencies and the media report growing interest
among Spaniards in particular.18 The EU job mobility portal has
registered a sharp surge in inquiries from Spain regarding
employment in Germany. Job fairs and recruitment exchanges
organised by German businesses and the labour office are attracting
considerable interest among Spaniards, and demand for the
language courses offered by the Goethe Institute has doubled within
the space of a year. Increasing numbers of Irish and Greeks —
mainly young academics — are also looking abroad.™

So far, however, these reports signal nothing more than increased
interest. It remains to be seen in the coming months and years
whether the potential immigrants actually end up in Germany. What
dimensions is immigration from the euro periphery likely to assume?
Using an estimate model, in the following chapter we attempt to
make a rough calculation of the potential scale of immigration.

Potential immigration to Germany from the periphery based on
an estimate model

The assessment model presented here explains the net immigration
rate — i.e. net immigration relative to the population of the source
country (H) migratey_,pe¢ — of Greeks, Irish, Portuguese and
Spaniards taking Germany (DE) as their destination with reference
to the following factors (see also the box in the left-hand margin):

— the welfare gain expected, expressed in the (purchasing power-
adjusted) wage ratio between the destination and source
country (Ype/Yn)i.1 and between DE and a relevant alternative
destination country (A),

— the improvement expected in job prospects, expressed as the
ratio of unemployment rates in the source and destination
country (uey/uepg).; and in relevant alternative destination
countries relative to Germany, as the actual destination
(uea/uepg)rs

— and the residual or error term ¢,.

Relevant alternative destinations are taken into account here since
conditions in, say, Portugal and Germany are not the only factor
influencing the decision by Portuguese to move to Germany. The

7 See BA (2011).
8 See ZAV (2011).
® See MPI (2010).
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Greece

relevant situation in France, the country to which the most
Portuguese workers emigrate, also plays a part.”

The independent variables are expressed in logarithms as it seems
logical to assume that immigration, rather than growing in linear
form, will also exhibit saturation effects. Since the components are
expressed in logarithms, the effect of the preceding plus or minus
sign is not apparent. The principle applies that if the ratio of wages
and unemployment rates is comparatively more favourable for
Germany (i.e. >1), the sign preceding the corresponding coefficient
will be positive providing the explanatory variable has the expected
effect. If, however, the ratio of wages or unemployment rates is less
favourable for Germany (<1) — e.g. if the wage level is higher in
Ireland — the sign should be negative.”* The independent variables
also refer to the previous period (t-1), since the migration decision
will presumably be taken with a time lag (in this case of one period).

In an initial model (M1) alternative destinations are not taken into
account, in contrast to model M2, which is set up as follows:*

migratey_z; = ag + a,* l0g(Yoe/yn)r1 + a2 * log(uen/uepe)is
+ a3* l0g(Yoe/ya)r1 + a4* log(uea/uepg)is
+g

The results of the regression analysis show in Table 17 that the
coefficients are mostly preceded by the signs indicating the effect
expected. If, for example, the wage ratio between Germany and
Greece (in model 2) changes by 1% in favour of wages in Germany,
the net immigration rate of Greeks rises by 17 percentage points. If
the ratio of Greek and German unemployment rates (and the ratio of
British and German unemployment rates) changes by 1% in favour
of better chances of employment in Germany, the net immigration
rate of Greeks climbs by 1.7 points (and 6.9 points respectively). If
moreover the ratio of wages in Germany and the UK changes by 1%
in Germany'’s favour, the immigration rate of Greeks soars by 52.7
points. Since the level of pay in the UK is higher than in Germany,
the ratio of wages is less than one (<1). The logarithm is negative,
meaning that the product of this and the negative coefficient is
positive. The results for Ireland can likewise be interpreted by the
relevant coefficients. Only in the models for Portugal and Spain do
two variables not have the expected effect.

The low significance or lack of significance of coefficients in some of
the other models can be ascribed to the small number of
observations. This is due to the fact that labour in Portugal and
Spain has enjoyed freedom of movement only since 1993 (seven
years after accession to the EU). The number of observations is
consequently 17. In the case of Greece and Ireland observations
are also limited since some of the data does not go back far enough.
A higher number of observations would increase the significance of
the models accordingly. For all models the F-Test shows at least low
significance.

In general, migration estimates are subject to considerable
uncertainties. The net immigration rates and net immigration in the
years 2010 to 2013 as calculated by using the assessment model

% This model makes no allowance for the influence of social networks, nor for the
fixed effects language, geographic distance and culture. Baas and Briicker (2010)
state that the less comprehensive models tend to put a higher estimate on
immigration to Germany than fixed-effects models.

% The model further assumes that emigration from Germany works on the same
principle as immigration.

2 |n model 1 the second line of the equation does not apply.
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GR
Model M1 M2
Constants -0.518 -0.9836 **
log(yDE/yH)t-1 1.6796 16.952
log(ueH/ueDE)t-1  5.6023 ** 1.6685
log(yDE/yA)t-1 -52.693
log(ueA/ueDE)t-1 6.8496
A UK
N 24 24
Adj. R2 0.1986 ** 0.7422
Significance levels: *<0.1; **<0.05; **<0.01.
Projected net immigration
to Germany
Immigrants by origin
20,000
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Source: Own calculations m

*kk

*kk

IE PT ES
M1 M2 M1 M2 M1 M2
0.0416 0.1599 -7.3378 *** -7.1481 ***  0.006 -0.0817 *
-1.789 -1.0684 39.2 ** 41707 ** -0.9944 -0.7026
1.1405 * 0.7428 -3.2857 **  -1.618 0.1124 -0.0301
-5.1831 -48.318 * 2.4013 ***
0.8067 2.126 0.2534 *
UK FR IT
26 26 17 17 17 17
0.4976 *** 0.5145 ** (0.7395 ** (0.7634 *** -0.0474 0.4952 **

Sources: Destatis; Eurostat; IMF (2011), own calculations

and presented in Graphs 16 and 18 should therefore be taken as
rough estimates. They suggest that in the coming years more
Greeks in particular will move to Germany. Moderate net
immigration by Spanish and Irish workers is also to be expected.
According to the estimates the flow of Portuguese workers will not
begin to pick up until 2013.

Uncertainties with regard to the number of future immigrants and
their age structures and qualifications also make it difficult to gauge
the impact of migration on employment. Most studies indicate that
the effects on wages and the labour market will be marginal.23 In
ageing societies distinct welfare gains are likely as immigrants swell
the potential size of the economically active population, contribute to
consumption and tax revenues and help finance the social welfare
systems. All the more so if — as discussed in the earlier part of this
chapter — the majority of immigrants are young and well qualified.

No danger of brain drain

It is often said that before further immigration takes place the still
latent potential of the national labour market should be activated.
Whilst this is certainly important, in the face of demographic change
it will hardly suffice in the long run to alleviate the shortage of skilled
workers. On the other hand, criticism is already being voiced that
the targeted recruitment of skilled foreign labour is causing a brain
drain detrimental to the source countries’ economies.

It is certainly true that the peripheral countries need sustained
growth prospects of their own. Structural reform is therefore urgently
required, above all on the labour markets. Exceptionally high youth
employment in particular reflects a lack of flexibility in those
countries’ employment structures. Even with stringent reform
policies, it will presumably therefore be several years before
employment regains its pre-crisis level. At least for this period,
internal migration within Europe may be a sensible way of coping
with the crisis. Mobile workers can, for one, help redress imbalances
and, for another, they may have better job and training prospects
abroad than would have been open to them (temporarily at least) in
their native country. Then when they return home it will be with
better qualifications. A period of work experience abroad boosts
career opportunities, especially for university graduates.

% See European Commission 2009; Moéller/Walwei 2009.
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4. Conclusion

In the aftermath of the economic crisis net immigration in the euro
periphery, which had previously attracted exceptionally high
numbers of immigrants, has nosedived. In absolute and relative
terms Spain and Ireland have experienced much higher emigration
and less immigration. While the impact on Portugal and Greece has
been less pronounced, it does exist.

However, with the exception of Ireland immigration surpluses
remain, suggesting that labour mobility is relieving only part of the
pressure on the respective jobs markets. But without the rise in
emigration and drop in immigration the imbalances on the individual
countries’ labour markets would be even more onerous. According
to our model unemployment in Ireland in 2010 would have been 3.5
percentage points higher and in Spain 1.7 points.

So far, however, this adjustment is being driven primarily by altered
migration patterns among non-EU nationals. But considering the
protracted adjustment period that the euro periphery countries now
face, an increase in migration by domestic workers is certainly likely,
with survey results and reports from employment authorities pointing
in this direction.

In relation to its size, however, Germany managed in 2008 and 2009
to attract only a comparatively small proportion of this migrant
labour. But a relatively robust economy and improved employment
conditions in Germany, coupled with the comparatively worse
economic situation in the United Kingdom and other popular
European destination countries, suggest that in the near future a
larger proportion of European migrants could head for Germany.

The results of our estimation model point to the possibility of
increased immigration, mainly by Greeks but also Irish and
Spaniards. On the whole, however, we expect fairly moderate
immigration from the periphery — particularly in comparison to earlier
waves. And in contrast to earlier trends, nowadays mainly young,
well-qualified people appear to be seeking employment abroad —
also in Germany. The stimulus for the German economy would be
correspondingly positive, especially in an environment of
increasingly scarce skilled labour.

But the shortage of qualified staff is one that internal migration within
the euro area can only partly alleviate, all the more so since
demographic change means that in the medium term well-trained
young talent will be in short supply throughout the whole of Europe.
What we therefore need right now is to improve education and
employment opportunities with a skills drive and labour market
activation offensive whilst also putting in place better conditions for
the immigration of specialists from non-EU countries, in order to
maintain Germany'’s position as an attractive industrial location.

Dieter Brauninger (+49 69 910-31708, dieter.braeuninger@db.com)
Christine MajowskKi (christinemajowski@web.de)
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