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· Abstract    -
This bachelor thesis will focus on the theory about labor mobility. This theory implies that unemployed people will move to other countries or regions where there are vacant jobs. But does it really work that way or are there impediments which make people unwilling to move, even when they’re unemployment and could get a job elsewhere? According to this bachelor thesis migration depends on a lot of aspects other than unemployment. This makes it very hard to measure the influence of unemployment on the migration rates. However, literature shows that a lot of unemployed people still do not want to move for a job, because of personal reasons. This makes labor mobility a perfect concept in literature, but almost impossible to be fully realized in the real world. 
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1. 
Introduction

Every day it is all over the news: prices of houses fall dramatically, consumers spend less money and many companies go bankrupt. It is clear; the world is in an economic crisis. Many economists and other experts in the field call this the worst crisis since the ‘Great Depression’ of 1929. Another effect of the current crisis is the rise in the unemployment rates of countries all over the world.

To this rise in unemployment rates there must be found a solution, because without a job, people have no income and must rely on the government for money for food or even have to live on the street. The easiest way to lower the unemployment rates is to create jobs. But in times of crisis this is easier said than done. The government could make the economy to create jobs through the conduct of macroeconomic policies, like monetary or fiscal policy.

But what if the governments decide not to conduct such a policy? Then the solution to unemployment must come from the unemployed workers themselves. One way to enhance their chances of finding a job that fits them is to move to another region, country or even continent, in which there is more demand for workers with their type of skills. This is what in the literature is called ‘labor mobility’.

Is this really the way people think when they are unemployed? Are they willing to move to other regions or countries and leave everything behind, just to find a job? That is what this thesis will examine by performing an economic analysis which includes various variables that could influence the migration rates and the degree in which labor mobility does really exist. 




2. Overview

Labor mobility is a broadly known theory about the relationship between unemployment and migration. Briefly, labor mobility is the movement of workers. There are a lot of types of labor mobility you could think of, but the two main types are geographical labor mobility and occupational labor mobility. This paper will mainly focus on the geographical movement of unemployed workers as a way for them to enhance their chances on finding a job.

The theory of labor mobility as geographical movement of unemployed workers has been widely discussed by many authors.  Also a lot of research has been done to test the existence of labor mobility. Parts of this literature and research will be discussed in this thesis and applied to the research that will be done to help finding an answer on the research question.

In this thesis the theory of labor mobility will be explained and tested. Does the theory as described in hundreds of articles really work that way in practice? Or are there impediments which make full labor mobility practically impossible?
That is what will be examined in this thesis with the use of the following hypotheses as directives:
H0: There is a clear relationship between migration and unemployment rates
H1: There isn’t a clear relationship between migration and unemployment rates
First a survey of the literature about labor mobility from different point of views of authors will be made. Also there will be given an explanation of possible impediments and reasons why the theory may not always work in practice. Then there will be a presentation of the data which will be used to make an economic analysis of the relationship between unemployment rates and migration in Europe. Furthermore this economic analysis and its results will be explained, to conclude the thesis with an answer to the hypotheses, which will be based on the results of the economic analysis, and a discussion about the shortcomings of this thesis. 


3. Survey of literature

This chapter will give a review of several articles which has been written overtime about labor mobility. First there will be focused on what in general has been written about labor mobility and the pros and cons of it. After that there will be given a few impediments and reasons why labor mobility may not really work in practice as it should be working according to the literature.

3.1 Labor mobility in general
There are two main types of labor mobility: geographical labor mobility and occupational labor mobility (Long, 2000). Occupational labor mobility is mobility of workers between different types of jobs. Geographical labor mobility focuses more on mobility of workers between different spaces in order to find a (better) job. Because of the large scope of the subject, this bachelor thesis will focus mainly on the geographic labor mobility of unemployed workers.

Geographic labor mobility can be of long-distance or short-distance. In the category of short-distance labor mobility there could be thought of people who move just two cities away from their current residence. In the category of long-distance labor mobility there are people who move to another country or even another continent, just to find a job. Another type of (short-distance) geographical labor mobility is commuting (Eliasson et al., 2003). With this type of labor mobility, people do not actually move when they find a new job in another city or region, but they travel back and forth between their home and the location of the job. So, when people start to look for a job in other cities and regions, they first have to make a decision about whether they are willing to really move for a job or whether they rather stay living at their current residence and commute between their work and home.

Another distinction in labor mobility is that of horizontal and vertical labor mobility. With horizontal labor mobility, people stay within the same type of jobs. However, with vertical labor mobility, there is a change in the employee’s status by moving up or down the levels of employment possibilities. It is likely that people are more willing to move for a new job which gives them a higher status in a business. A simple example: when someone gets offered a manager position in the same enterprise he already works, this could mean that he has to go work at the headquarters of that enterprise. But this headquarters could be in another city, which is also in another region. This means he has to move when he accepts the position, but he is willing to do this, because he gets offered the opportunity of his/hers lifetime and doesn’t want to miss it. Now imagine that there is a reorganization of the company and someone gets offered a lower position or even a job of the same level as his/hers current job, but then at another branch. When there are lots of vacancies of that job in the city he lives currently, it is more obvious that the job will be rejected and the person will go look for another job of the same level within his current residence.

A last distinction we could make in labor mobility is between the type of workers and their willingness to move for a job. This distinction could be made between employed and unemployed workers and between high-skilled and low-skilled workers. Unemployed workers are more likely to move for a job than employed workers (Pissarides and Wadsworth, 1989). The costs of moving are lower for the unemployed people, because they don’t have to give up their job and still can get unemployment-related benefits from the government in the other region, if they move. The employed people must be compensated for giving up their job in the current residence to make them move to another region. Especially in times of high unemployment rates, like the current economic crisis, jobs are more valuable for the ones who are employed and so they have to get a higher compensation for giving up that job.

The difference between the high- and low-skilled workers is slightly different from that of the employed and unemployed ones. Workers who are high-skilled and specialized in certain subjects cannot easily change between different types of jobs, so they have low occupational labor mobility. But because of their skills and specialization, they are more willing to move if they find a job which suits them perfectly. Low-skilled or even unskilled workers are more flexible to change jobs, so they have high degrees of both occupational and geographical labor mobility.

3.2 Pros and cons of labor mobility
An increase in labor mobility can have big advantages for the world economy (Ruhm, 2004). The most well-known advantage of labor mobility is overall reduction of unemployment rates. When people with certain skills are unemployed, this could be because there is no demand for their skills in the region they live in. This could be very different in another region or country, so they could easily find a job there. This concept could be the other way around for unemployed people with other types of skills. When a great number of unemployed people would move to regions where there is a demand for their skills and jobs are offered, the overall unemployment rate of the regions would decrease, because more people find jobs caused by moving to  that other region.

The second advantage is related to the first one, because when unemployed people with certain skills would move to regions where there is a demand for their skills, an optimal level of allocation of resources could be reached. In this way, people use their skills optimally, which brings the greatest economic gain for that region or country. Also this would mean that people no longer have to accept jobs that are insufficient in comparison to their abilities and that could mean that they will receive a higher wage.

Another advantage of labor mobility is that it will bring a higher welfare to the economy. Not only because of the optimal allocation of resources called earlier in this chapter, but also because high-skilled people would move to countries where they can fulfill a job which suits their skills better. In this way, the welfare of that economy will be higher, because of the inflow of people with higher skills and thus with a higher wage, who will spend most of their wage in the country of living. Other side of this story is however that for the country where the high-skilled workers leave from, it is a loss of knowledge, but this will be discussed more broadly with the cons of labor mobility.

Also on individual level labor mobility can have a lot of advantages. By migrating to another region or country, people could find a job which suits their education. When there is a high unemployment rate in a country, people are willing to accept a job which is beneath their level of skills, just because they are happy to have a job. That while in other countries there could be a high demand for workers with those skills. By moving to those countries, that kind of people will have a job which suits their education perfectly. In this way labor mobility could lead to personal economic gains and a higher personal welfare.

Like the famous saying goes: every advantage has its disadvantage. More labor mobility doesn’t only bring advantages for a person or a country, it also has negative consequences. The first one that will be discussed here is already mentioned before, namely the danger of so-called braindrain. Because of a lack of opportunities in some countries for high-skilled workers, they could decide to leave the country and migrate to another country which does have opportunities for them. When a lot of high-skilled workers emigrate from a country it is called braindrain, since the country loses a lot of knowledge and skills with their departure. To keep those workers in the country or to attract more high-skilled workers, a country should keep on developing, so it creates more challenging opportunities in which most high-skilled workers are interested.

Another disadvantage of labor mobility is the higher supply of labor which comes with higher immigration of workers to a country. More supply of labor could lead to an oversupply and according to the rules of demand and supply this would cause the wages to decrease. When people are unemployed and there are few jobs for a high number of job-seekers, people are more willing to accept a lower wage, because they are glad they could even get a job. In this way, the employers could lower the wages they offer and would still find the workers they need. This aspect of labor mobility is in some way also positive, because the costs of labor are lower, which enables companies to invest more in their business. However, for the individual worker, a lower wage is negative, because they can’t buy as much as before, which is also bad for the economy as a whole.

3.3 Impediments
Moving for a job is nowadays a lot easier because of modern transportation options and new government policies that made free travelling of people within the European Union possible. But despite the fact that people could almost effortless move to another country or region for a job, there are still some reasons why people rather stay at home unemployed.

The reasons why people wouldn’t make the decision to move very easily are from different kinds. The main reasons which make it difficult to move are social reasons. In general, people find it hard to leave their familiar spot behind and start a whole new adventure with a lot of unknown complications. If someone moves to another country for their job they have to leave their friends and family behind, which makes it hard for most people to make the decision and go. Friends and family are very important for people’s level of happiness and they could make a place really a home. But when someone moves to another country because they can’t find a job at home, their friends and family probably will stay. After moving you then have to make new friends at you new place of living and most times that is not very easy.

Another social reason which keeps people from moving are the big differences between the countries. Especially in the European Union, the borders are open to freely travel from one country to another, but there are still a lot of non-geographical borders. Every country has their own language and their own culture and traditions. Unless someone gets offered a job at a multinational, most of the times they have to learn the language of a country before they can move and go looking for a job in that other country. This makes the step to move a lot bigger, because learning a language mostly costs a lot of effort and time.

Other kinds of reasons are economic reasons. When people are settled in a country it can happen that they have bought a house. When they decide to migrate, they first have to sell their house and this could take a lot of time. Especially nowadays, with the economic crisis, it is hard to sell your house quickly and for a good price at the same time. Second, a lot of people have a mortgage so they were able to buy their house. When they have to sell their house in a hurry they could get a lower price for it with which they can’t fully pay off their loan and they will have a dept. 

Another economic reason has to do with the national pension scheme of the home country. For example, in the Netherlands, the years that someone lives and works abroad aren’t added to the state pension benefits someone would get when they decide to retire at the age of 65 or higher. So when someone moves to another country, their pension will not grow en the amount of money they get at retiring will be lower than when they stay working in the Netherlands, their home country in this case. This could be a reason for people to not move for a job, but stay at home and looking for a job there.




4. Presentation of the data

Use has been made of data and statistics from the Eurostat Database. The following variables have been used to search for the relationship between migration and unemployment: net migration rate, unemployment rates, GDP per capita, gross wages and salaries, minimum wages and student mobility. All the variables are expected to have any effect on the relationship between migration and unemployment, which will be analyzed in this thesis.  The variables will all be explained in this chapter and their highest and lowest values and some other notable facts will be mentioned. The tables in the appendix show the numbers of the years 2004, 2007 and 2011. The decision to include 2004 is based on the fact that in that year a lot of countries joined the European Union. The numbers of 2007 have been included because they show the values of the variables from just before the crisis and the numbers of 2011 have been included because they show the most recent values of the variables.

4.1 Net migration rate
The net migration rate plus adjustment[footnoteRef:1] is the difference between the total change of the population and the natural change of it. The rates are calculated for the countries of the European Economic Area and candidate countries for the European Union during the reference years 1990 till 2011. The rates are shown per 1000 inhabitants. The total change in population is the number with which the population of a country increases over a year. The natural change of the population is the change in population which is caused by birth and death. The difference between the total change and the natural change gives the change of population caused by immigration and emigration. When the net migration rate is positive this means more people immigrated to that country than emigrated from that same country in that particular year. When the net migration rate is negative this means the opposite, namely that more people have emigrated during that year than immigrated to that country. [1:  http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&plugin=0&language=en&pcode=tsdde230] 


As shown in table 4.1, most people immigrated in 2011 to Luxembourg (21.6). That country has one of the highest immigration numbers every year. The most unpopular country with the highest negative net migration rate in all three years (-11.8, -1.6 and -2.8 in 2011, 2007 and 2004 respectively) is Lithuania. Remarkable thing is that Spain both in 2007 and 2004 was ranked in the top 5 of most popular countries to emigrate to with high positive numbers (15.6 and 14.3 respectively), while in 2011 it had a negative net migration rate 
(-0.9). It is knows that the crisis has hit Spain hard and this is notable from the migration rates. Another remarkable fact is that the Netherlands both in 2007 and 2004 was ranked in the top 5 of lowest net migration rates with even negative numbers 
(-0.1 and -0.6 respectively). This means more people left out of that country than came in and this is mostly a characteristic of less developed countries.

Table 4.1: Net Migration Rates (per 1000 inhabitants)
	
	Country
	2011
	Country
	2007
	Country
	2004

	Highest:                     1.
	LU
	21.6
	IS
	16.6
	CY
	21.3

	2.
	CY
	21.3
	ES
	15.6
	ES
	14.3

	3.
	NO
	9.4
	LU
	12.5
	LU
	9.6

	4.
	CH
	8.1
	IE
	10.6
	IT
	9.5

	5.
	SE
	4.8
	CH
	9.4
	AT
	6.6

	Lowest:                      1.
	LT
	-11.8
	LT
	-1.6
	LT
	-2.8

	2.
	LV
	-11
	PL
	-0.5
	ME
	-0.7

	3.
	IE
	-7.1
	LV
	-0.3
	NE
	-0.6

	4.
	IS
	-4.4
	BG
	-0.2
	LV
	-0.5

	5.
	PT
	-2.3
	NE
	-0.1
	RO
	-0.4


Notes: Country names are defined in the appendix
Source: Own calculations based on data from Eurostat Database

4.2 Unemployment rates
The unemployment rate[footnoteRef:2] shows the number of unemployed persons as a percentage of the labor force. The labor force has been described here as all people between the ages of 15 to 74 who may, can and want to work. This includes people who are working, but also people who are currently without a job, but are available and actively seeking one. The labor force does not include students, prisoners or people in similar institutions, parents who stay at home for their kids, workers who are (already) retired, workers with jobs with unreported income and unemployed people who aren’t actively looking for a job. In this bachelor thesis use has been made of two kinds of unemployment rates, namely the unemployment rate among people with an age under 25 and the unemployment rate among people with an age between 25 and 74. This may show differences in the willingness to migrate to find a job. The reference areas are the countries of the European Economic Area and candidate countries for the European Union, whereby the available data for the reference period 1990-2011 differs per country. [2:  http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&plugin=1&language=en&pcode=tsdec460] 


The unemployment rates are showed in table 4.2 for unemployment among people under 25 and in table 4.3 for unemployment among people with an age between 25 and 74. The greatest difference between those categories is that the unemployment among people under 25 is much higher than unemployment among people with an age between 25 and 74.  That is why it is important to separate both unemployment rates for the economic analysis, because the unemployment rate among people under 25 would make the overall unemployment rate a lot higher, while it is actually only from that little group of people.

Table 4.2: Unemployment Rate under 25 (percentages)
	
	Country
	2011
	Country
	2007
	Country
	2004

	Highest:                    1.
	ES
	46.4
	HR
	24
	PL
	29.8

	2.
	EL
	44.4
	EL
	22.9
	HR
	28.9

	3.
	HR
	36.1
	PL
	21.7
	EL
	25.2

	4.
	SK
	33.6
	SK
	20.6
	FR
	22.4

	5.
	LT
	32.9
	PT
	20.4
	IT
	21.6

	Lowest:                    1.
	NE
	7.6
	NE
	7
	NE
	7.5

	2.
	AT
	8.3
	IS
	7.2
	DK
	7.7

	3.
	DE
	8.6
	NO
	7.3
	IS
	8.2

	4.
	NO
	8.7
	DK
	7.5
	IE
	8.6

	5.
	MT
	13.8
	LT
	8.2
	NO
	8.8


Notes: Country names are defined in the appendix
Source: Own calculations based on data from Eurostat Database



Table 3: Unemployment Rate age 25-74 (percentages)
	
	Country
	2011
	Country
	2007
	Country
	2004

	Highest:                    1.
	ES
	19.4
	SK
	10.1
	PL
	16.2

	2.
	EL
	15.9
	DE
	8.2
	SK
	16.1

	3.
	LV
	14.6
	PL
	8.1
	HR
	11.2

	4.
	LT
	13.8
	HR
	8.0
	BG
	10.8

	5.
	IE
	12.8
	PT
	7.6
	LT
	10.4

	Lowest:                    1.
	NO
	2.4
	IS
	1.3
	IS
	2.1

	2.
	AT
	3.5
	NO
	1.8
	NO
	3.2

	3.
	NE
	3.8
	NE
	2.9
	UK
	3.3

	4.
	LU
	4.1
	LU
	3.3
	IE
	3.6

	5.
	DK
	4.9
	AT
	3.7
	LU
	4.1


Notes: Country names are defined in the appendix
Source: Own calculations based on data from Eurostat Database

The country with the highest unemployment rate among people under 25 in 2011 is Spain with a percentage of 46.4, followed by Greece, with a percentage of 44.4. Although the unemployment rate among people under 25 has always been higher than the unemployment rate among people with an age between 25 and 74, these incredibly high unemployment rates are definitely some of the direct and indirect consequences of the economic crisis. The Netherlands is the country with the overall lowest unemployment rate among people under 25, namely with 7.6, 7.0 and 7.5 per cent in 2011, 2007 and 2004 respectively. This is quite remarkable in combination with the low net migration rates discussed before, since it was expected that a low unemployment rate would come together with a high positive migration rate. Another remarkable thing is that Lithuania was in 2007 ranked in the top 5 of the lowest unemployment rates among people under 25 (with 8.2 per cent), but was ranked in the top 5 of the highest unemployment rates in 2011 (with 32.9 per cent). This means the unemployment among Lithuanians under 25 has risen tremendously in those 4 years.

Spain and Greece do not only have the highest unemployment rates in 2011 among people under 25, they also have the highest unemployment rates among people with an age between 25 and 74 (19.4 and 15.9 per cent respectively). This again shows the impact of the economic crisis in those countries, since before the crisis they had more average unemployment rates and were not ranked in the top 5 highest rates. The country with the lowest unemployment rate among people with an age between 25 and 74 is Norway with a rate of 2.4 per cent. This country has always done well in the ranking of unemployment rates, because it was all three years ranked in the top 5 of countries with the lowest unemployment rate. Also the Netherlands doesn’t only has a low number of unemployment among people under 25. This country is both in 2011 and 2007 also ranked in the top 5 with the lowest unemployment rates among people with an age between 25 and 74 (3.8 and 2.9 per cent respectively).

4.3 GDP per capita
The data of GDP per capita[footnoteRef:3] gives the Gross Domestic Product of a country in euros per inhabitant per year. The Gross Domestic Product is the amount of all products and services produced by a country during one year. This is calculated with the market prices of that year but not adjusted for inflation, which means that the GDP is shown in nominal terms. The total GDP divided by the total number of inhabitants gives the GDP per capita. Statistics about the GDP per capita for the countries of the EEA and candidate countries for the European Union were only available for the time period from 2004 till 2011. [3:  http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=nama_aux_gph&lang=en] 




Figure 4.4
Notes: National currencies have been converted to euro by using the irrevocably fixed euro conversion rate established by the European Central Bank
Source: Data from Eurostat Database

The distribution of GDP per capita is shown in figure 4.4. The differences between the countries are approximately equal every year and that is why only the numbers of 2011 are included in the figure. Figure 4.1 clearly shows that Liechtenstein has the highest GDP per capita (€108,100), followed by Luxembourg (€82,700) and Norway (€70,500). The countries with the lowest GDP per capita are Macedonia (€4,000), Bulgaria (€5,800) and Romania (€7,200). Notable is that the countries with the lowest GDP per capita are all Eastern European countries, which are on the average less developed then Western European Countries an that is confirmed by these GDP values. The average GDP per capita of the whole European Union has also been calculated and has been determined on €25,100. This is a low amount, but that is mainly due to the entry of a lot of Eastern European countries to the EU in the last few years. Those countries are less developed than the Western European countries and that is why they have a lower GDP per capita.

4.4 Gross wages and salaries
The data of gross wages and salaries[footnoteRef:4] show the amount of compensation of workers for their labor before any taxes have been deducted and at current market prices. It includes payment in cash, but also payment in other forms such as in kind. The data does not include any social contributions from the employer. The gross wages and salaries are shown in total amount per country in millions of dollars.  [4:  http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&plugin=0&language=en&pcode=tec00014] 


The amounts per country are shown in figure 4.5. The countries with the highest total amount are Germany (1,025,020 mln.), France (760,703 mln.) and the United Kingdom (765,527.4 mln.), followed by Italy (479,517.8 mln.) and Spain (400,270 mln.). These high amounts are mainly due to the fact that these countries have a high number of inhabitants, so this says only little about the height of the wages in those countries. This is confirmed by the fact that for example Luxembourg is one of the countries with the lowest total amount of gross wages and salaries (€16,013.7 mln.), while this country also had one of the highest amount of GDP per capita, as discussed before.

Figure 4.5
Notes: National currencies have been converted to euro by using the irrevocably fixed euro conversion rate established by the European Central Bank
Source: Data from Eurostat Database

4.5 Minimum wages
The data of minimum wages[footnoteRef:5] shows the minimum monthly wages per country per year, as it was determined on the 1st of January of each year and enforced by law. For countries that don’t have their minimum wages fixed at a monthly rate but at an hourly or weekly rate instead, the monthly rate has been calculated from the fixed hourly or weekly rates so that comparison is made possible. The minimum wage is a gross amount, which means that it is the wage before taxes are deducted. A lot of important countries like Germany, Italy and Norway don’t have a national lawfully set minimum wage. Those countries set their minimum wages by collective bargaining agreements per sector, but these are not included in the dataset. [5:  http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&plugin=0&language=en&pcode=tps00155] 

A figure has been made of the minimum monthly wages (figure 4.6) for the countries which have fixed them nationally by law. Every country that doesn’t have a bar in the figure, also doesn’t have a national lawfully set minimum wage. From the countries that do have set a minimum wage, Luxembourg (€1,757.56 per month), Ireland (€1,461.85 per month) and The Netherlands (€1,424.40 per month) have the highest monthly minimum wages.  It is remarkable that Ireland has one of the highest minimum wages, since that country has suffered hard from the consequences of the economic crisis. The lowest minimum wages are set in Bulgaria (€122.71 per month), Romania (€157.20 per month) and Lithuania (€231.70 per month).

Figure 4.6
Notes: National currencies have been converted to euro by using the irrevocably fixed euro conversion rate established by the European Central Bank
Source: Data from Eurostat Database

4.6 Student mobility
Student mobility[footnoteRef:6] shows the number of students of countries of the European Economic Area or candidate countries for the European Union, studying in another country of those called before. The number of students studying abroad is shown in percentages of the total student population of a country[footnoteRef:7]. Since countries do not have exact details about the numbers of their students studying abroad, the data is determined by using the numbers of students with a foreign nationality, provided by the countries where those students study. In this way the total number of students studying in other countries of the European Economic Area or candidate countries for the European Union, could be calculated for each nationality. But since there is a lack of information, this data doesn’t show the total number of students of a country studying abroad, which could lead to an underestimation of the values. [6:  http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&plugin=0&language=en&pcode=tps00064]  [7:  http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tps00062&plugin=0] 


The student mobility is shown in figure 4.7. This figure shows that Cyprus, Luxembourg and Liechtenstein have the highest percentage of students (48.76 per cent, 29.13 per cent and 25.00 per cent respectively) studying in other countries of the EEA or candidate countries for the European Union. This could be due to the fact that small countries can’t offer their students as much possibilities for their studies as larger countries can. Larger countries have more inhabitants and thus more students and therefore there are more universities which can offer more specializations. That is why a lot of students of smaller countries will probably make the decision to go study in another country. The contrary of the presumption that more students of smaller countries will study abroad is that larger countries will have a smaller percentage of students studying abroad. This is confirmed by the fact that the countries with the lowest number of students studying in other countries of the EEA or candidate countries for the European Union, such as United Kingdom (0.58 per cent) and Spain (1.03 per cent), also are countries with a high number of inhabitants.


Figure 4.7

Notes: Percentages are calculated by dividing the absolute numbers of students studying in other countries of the European Economic Area or candidate countries for the European Union through the absolute total number of students in a country and then multiply that with 100
Source: Own calculations based on Eurostat Database










5. Methods of economic analysis

In this chapter the used methods of economic analysis will be explained. Also some further explanatory components of those methods will be discussed. At last there will be an explanation of in which way these methods of economic analysis can help to formulate an answer on the hypotheses with which this thesis was started. The program for statistical analysis that has been used in this thesis is Eviews, so the methods will be explained according to the ways of measurement of that program.

5.1 Correlation
Correlation shows if there is a relationship between the developments of two or more variables. Furthermore it measures the strength and the direction of that relationship. A positive correlation coefficient indicates a positive relationship between the variables. This means that when one of the variables increases, the other variables will be positively influenced en will increase too. A negative correlation coefficient indicates the opposite, namely a negative relationship between the variables. This means that when one of the variable increases, the other variables won’t be positively influenced, but negatively and therefore will decrease as a reaction of the increase of the other variable.

5.2 Regression
Another method to search for a relationship between variables is regression. This method shows if there is a relationship between a dependent and one or more independent variables. Also it shows if this relationship is significant and how much the independent variable influences the development of the dependent variable. With regression also a relationship between a dependent variable and independent variables of previous periods could be examined.

A regression formula always contains an error term, since not every part of the development of the dependent variable can be explained by independent variables. This is because there are always some little influences from other aspects, which sometimes are so little, they can’t even be measured.
The r2 of the regression will show the goodness of fit of the created formula. It shows how well the data corresponds with the actual situation and what part of the development of the dependent variable is explained by the least-squares regression of the dependent on the independent variable. The value of the r2 usually lies between 0 and 1; 0 meaning that the data doesn’t correspond at all with the real world and 1 meaning that all the data correspond perfectly with the line of regression. The closer r2 is to 1, the stronger is the linear regression and the better the regression formula.

Eviews also gives a value of the Durbin-Watson coefficient with the regression. This coefficient shows if there is any autocorrelation between the deviations of the error. Since regression assumes that the error deviations are not correlated, the Durbin Watson test is very important to check the reliability of the regression formula. A low value of the coefficient denotes strong autocorrelation. For the reliability of the regression, the best value of the Durbin-Watson is around 2.




6. Analysis

In this part of the thesis the results of the economic analysis will be explained. These results can help to find an answer to the hypotheses on which this thesis is based. First a correlation will be done between migration and some of the other variables, like unemployment, GDP per capita and wages. Then a regression will be made, whereby migration is the dependent variable and the other variables will be independent or explanatory. There will be searched for the regression formula which ultimately shows the influences of the variables on migration.

6.1 Correlation between migration and unemployment
First the relationship between migration and unemployment has been examined by testing for correlation. According to the theory about labor mobility, the relation between these variables should be really strong and negative, because when there is more migration, unemployment would decrease. However the test of correlation between migration and unemployment in Eviews gives a correlation of -0.038018 and -0.057471 for unemployment among people aged under 25 and unemployment among people with an age between 25 and 74, respectively. These numbers of correlation show that there exists only a real small relationship between migration and unemployment, which wasn’t expected. But unlike the real small relationship, a negative correlation was expected, because if migration increases, the unemployment rates should decrease. This expectation did come true.

The correlation between migration and unemployment rate among people with an age between 25 and 74 is higher than the correlation between migration and unemployment rate among people aged under 25. This shows that there is a stronger relationship between migration and unemployment rate among people with an age between 25 and 74. Because these correlation numbers are really small, this correlation numbers don’t really say anything about the willingness to migrate. The one being higher than the other doesn’t really matter.

6.2 Correlation between migration, unemployment and GDP per capita
Since the correlation test between migration and unemployment has yielded little knowledge about the factors that influence migration, another correlation test has been done between migration and GDP per capita. This correlation is expected to be positive, since a higher GDP per capita indicates that a country is an attractive place to live, which would stimulate more immigration to that country. The test shows that the expectations were right, since it gives a positive correlation of 0.089601.  Also this correlation is rather small, so GDP per capita isn’t a strong explanatory variable for migration.

Also a test for correlation has been done between the unemployment rates and GDP per capita. This correlation is expected to be highly negative, because when the unemployment rate increases, a country would produce less products and services, which would make the GDP decrease. The Eviews test shows correlation of -0.621920 and -0.643273 between GDP per capita and unemployment among people aged under 25 and unemployment among people with an age between 25 and 74, respectively. In this case, the expectations seem to be true.

6.3 Correlation between migration, gross wages and minimum wages
Another correlation test could be done between migration and gross wages and salaries and between migration and the monthly minimum wages of a country. The relationship between these variables should be positive. This is because when the overall amount of money spent on wages and salaries in a country is higher, it indicates that people would get a higher wage for their work and this would make immigration to that country more attractive. The same reason goes up for the expected positive relationship between migration and monthly minimum wages. The correlation test in Eviews shows that there is a correlation of 0.128948 between migration and gross wages and salaries and a correlation of 0.352462 between migration and the monthly minimum wages, which make the expectations right.



6.4 Correlation between migration and student mobility
The last test on correlation will be done between migration and student mobility. Student mobility shows how much study in another EEA-country or one of the candidate countries for membership of the EU. When students study abroad, there is a chance that they find a job in the country where they have studied and then will stay there for work. This means that there should be a positive relationship between migration and student mobility. This is also evident from the correlation test from Eviews. This test gives a correlation of 0.099294 between migration and student mobility. The correlation is positive, like expected, what means that the more mobile students are, or in other words, the more students study abroad; the higher is the net migration rate of a country.

6.5 Regression analysis
After the correlation between the different variables and net migration is tested and reviewed, a test on regression between migration and the variables has been done. The regression test in Eviews gave the results shown in table 6.1. All of the results of the regression were insignificant. This means that the values of regression between the different variables and net migration are due to chance. Because of this insignificancy the regression test may have found a certain relationship between a variable and the net migration rate, but this relationship could not really exist and only be due to chance. The values of the influence that a variable has on net migration will be discussed here as if they were significant. 



	
	Coefficient
	Standard error
	t-Statistic
	Probability

	Unemployment under 25
	1.4568
	3.6333
	0.4010
	0.6893

	Unemployment between 25-74
	-0.6195
	3.4801
	-0.1756
	0.8610

	GDP per capita
	-3.1207
	9.7937
	-0.3186
	0.7506

	Gross wages
	6.9010
	8.8637
	0.7786
	0.4380

	Minimum wage
	0.6970
	5.5312
	0.1260
	0.9000

	Student mobility
	-1.8274
	1.5220
	-1.2007
	0.2326

	Statistics
	R-squared
	Durbin-Watson
	
	

	
	0.0355
	2.1624
	
	


 Table 6.1: regression on net migration
Notes: All numbers are rounded on four decimals
Source: Own calculations in Eviews with an self-constructed database which contains data from Eurostat Database

The unemployment rate among people under 25 has a regression value with net migration of 1.4568. This means that if the unemployment rate among people under 25 would increase with 1 per cent, the net migration rate would increase with 1.4568 per cent. The regression value is positive, which shows a positive relationship between the unemployment rate among people under 25 and the net migration rate of a country. According to the literature it is right that this relationship is a positive one, because when unemployment increases, people should migrate more, because they go looking for a job in other regions and countries. 

For the unemployment rate among people aged between 25 and 74 the regression value with the net migration rate is -0.6195. This is a negative relationship, which means that the net migration rate would decrease if unemployment among people aged between 25 and 74 rises. This is a remarkable result, since that value was expected to be positive, like the regression value of unemployment among people under 25. This shows what kind of problems insignificancy of the results could bring, since the results are then unreliable. 

The regression value between GDP per capita and net migration is -3.1207. This value means that migration would decrease with more than 3 per cent if GDP increases with 
1 per cent. Also this value show the problems of insignificancy, since the relationship between migration and GDP per capita was expected to be positive and now turns out to be negative, according to this regression. If GDP per capita is high and rises, the living conditions are on average better than in a country with a lower GDP. That is why the relationship was expected to be positive, since a higher GDP per capita would attract people to that country what would result in a higher and positive net migration rate.

The variable gross wages and salaries has a regression value of 6.9010 with net migration. This indicates a strong positive relationship between the total amount of gross wages and salaries and the net migration rate. The positive relationship was expected, but it is unexpected that the relationship is this strong, since the correlation between the gross wages and salaries and the net migration rate was only 0.128948. 

The height of monthly minimum wage also influences net migration positively. According to the regression test the net migration would increase with 0.6970 per cent if the monthly minimum wage rises with 1 per cent. This positive result was expected since a higher monthly minimum wage would attract unemployed workers to look for a job in that country, because even for a low-skilled job they would get a relatively high wage if the minimum wage is higher. 

The last value of the regression test is the influence of student mobility on the net migration rate. This influence is tested to be -1.8274, which indicates that the more students study abroad, the lower the net migration rate would be. This is remarkable, since this relationship was expected to be positive, which also was confirmed with the test on correlation. 
7. 
Conclusion

This bachelor thesis was started with composing the hypotheses which were going to be examined by performing an economic analysis. The hypotheses were: 
H0: there is a clear relationship between the migration and unemployment rates
H1: there isn’t a clear relationship between migration and unemployment rates 
To test if the null hypothesis was true an economic analysis with the use of correlation and regression has been done, from which the results have been discussed in the previous chapters of this bachelor thesis. Unfortunately, with those results there can’t be made a clear conclusion with respect to the hypotheses. The correlation tests did give clear results, but none of the variables, except GDP per capita, had a strong correlation with the net migration rate. The regression test only had insignificant results and therefore that results are useless to conclude anything with respect to the hypotheses. 

It has turned out that migration is a very broad concept, which is influenced by many factors. The biggest problem is however, that migration also is being influenced by a lot of subjective factors, which can’t be measured and therefore can’t be taken into account in economic analysis. Also the causes of migration or in other words, the reasons why people move, aren’t measurable. Furthermore it isn’t realistic that the government or other statistical research companies should know these reasons and measure them. All of these factors has made migration a variable which is very hard to test and for which it is difficult to find any influences that other variables might have on it. 

The only conclusion that can be made here is that further research is necessary to be able to give a good answer on the hypotheses. However the question is if it is ever possible to design a research project which contains every aspect of labor mobility and every variable that influences it. 





8. Discussion

The economic analysis that has been done in this bachelor thesis doesn’t give enough (significant) results to be able to make a good conclusion with respect to the hypotheses as stated in the overview. An explanation for this result is that the dataset isn’t fully complete. The correlation and regression tests have been done for the reference period of 1990 till 2011 and for the countries of the European Economic Area and candidate countries for the European Union. However, the dataset didn’t contain all numbers for all the variables during those years and for all the countries. This indicates that part of the dataset was missing, which makes the economic analysis less reliable. 

Another implication which could explain why the economic analysis didn’t give the results which were hoped for is that migration is a concept which is very hard to decompose and analyze. Like said before migration doesn’t only depend on objective variables which are easy to measure and included in almost every database, but it also depends on subjective matters, which are difficult or not even possible to measure. 
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10. Appendix

10.1 List of countries
The following countries are included in the dataset used with the economic analyses:
· Austria;	  		AT
· Belgium;			BE
· Bulgaria;			BG
· Croatia;			HR
· Cyprus;			CY
· Czech Republic;		CZ
· Denmark;			DK
· Estonia;			EE
· Finland;			FI
· France	;			FR
· Germany;			DE
· Greece;			EL
· Hungary;			HU
· Iceland;			IS
· Ireland;			IE
· Italy;				IT
· Latvia;				LV
· Liechtenstein;		LI
· Lithuania;			LT
· Luxembourg;			LU
· Macedonia;			MK
· Malta;				MT
· Montenegro;			ME
· Netherlands;			NE
· Norway;			NO
· Poland	;			PL
· Portugal;			PT
· Romania;			RO
· Slovakia;			SK
· Slovenia;			SI
· Spain;				ES
· Sweden;			SE
· Switzerland;			CH
· Turkey;			TR
· United Kingdom;		UK
· EU (27 countries)
· Euro area (17 countries)

Minimum wage (euros per month)
Austria	Belgium	Bulgaria	Croatia	Cyprus	Czech Republic	Denmark	Estonia	Finland	France	Germany	Greece	Hungary	Iceland	Ireland	Italy	Latvia	Lithuania	Luxembourg	Macedonia	Malta	Montenegro	Netherlands	Norway	Poland	Portugal	Romania	Slovakia	Slovenia	Spain	Sweden	Switzerland	Turkey	United Kingdom	1415.24	122.71000000000002	381.15000000000032	319.22000000000003	278.02	1365	862.81999999999948	280.63	1461.85	281.92999999999944	231.7	1757.56	664.94999999999948	1424.4	348.68	565.82999999999947	157.19999999999999	317	748.1	748.3	384.89	1136.22	
Student Mobility
Austria	Belgium	Bulgaria	Croatia	Cyprus	Czech Republic	Denmark	Estonia	Finland	France	Germany	Greece	Hungary	Iceland	Ireland	Italy	Latvia	Liechtenstein	Lithuania	Luxembourg	Macedonia	Malta	Montenegro	Netherlands	Norway	Poland	Portugal	Romania	Slovakia	Slovenia	Spain	Sweden	Switzerland	Turkey	United Kingdom	3.6550542547115952	2.380417695935324	8.5336119818878409	6.5376917945296933	48.757763975155271	2.7892089620484684	2.2869022869022881	5.6521739130434785	2.8326745718050064	2.3072468932341526	3.6077633432462042	5.2196946089124339	2.3136246786632388	19.889502762430929	12.731958762886581	2.3581094728337693	4.706927175843699	25	5.2135054617676264	29.133858267716572	6.9579288025889934	20.37037037037036	2.2891381164541409	10.725411659991101	1.5776981430632477	5.1616266944734104	4.0020010005002495	13.432835820895523	6.353350739773715	1.027142096860032	3.3846153846153837	1.3883772986144558	0.58486608583413935	GDP per capita
Austria	Belgium	Bulgaria	Croatia	Cyprus	Czech Republic	Denmark	Estonia	Euro area (17 countries)	European Union (27 countries)	Finland	France	Germany 	Greece	Hungary	Iceland	Ireland	Italy	Latvia	Liechtenstein	Lithuania	Luxembourg	Macedonia	Malta	Netherlands	Norway	Poland	Portugal	Romania	Slovakia	Slovenia	Spain	Sweden	Switzerland	Turkey	United Kingdom	35700	33500	5600	10500	20600	14700	43000	11900	28300	25100	35200	30600	31400	19000	10100	31300	36755	26000	9800	108000	9500	82700	4000	15300	36100	70500	10400	16000	6500	12700	17400	23300	41000	60800	7500	27800	Gross wages and salaries (in mlns of euros)
Austria	Belgium	Bulgaria	Croatia	Cyprus	Czech Republic	Denmark	Estonia	Finland	Macedonia	France	Germany	Greece	Hungary	Iceland	Ireland	Italy	Latvia	Liechtenstein	Lithuania	Luxembourg	Malta	Montenegro	Netherlands	Norway	Poland	Portugal	Romania	Slovakia	Slovenia	Spain	Sweden	Switzerland	Turkey	United Kingdom	115335.5	133243	11924.4	6885.1	47269.1	119113.4	5110.1000000000004	74923	2129.5	760703	1025020	64275.8	34271	64356.5	479517.8	6557.8	8993.9	16013.7	2498	234353	117825.8	113794.5	41672.9	19420.7	16308.2	400270	141338.70000000001	206234.3	765527.4	33

