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Abstract

This study focuses on trends in migrant labor market policy in the EU between 2007 to 2019.
The Migrant Integration Policy Index (MIPEX) is used to track and analyze policy changes
both in different policy areas and as a whole. A panel data analysis is used to explore the
possible effects that policy has on migrant employment and employment gaps between mi-
grants and EU citizens. The main questions are:

e What have been the main trends in migrant labor policy over the period 2007 to
20192

e Have these changes in migrant labor policy been effective in increasing migrant em-
ployment or reducing the employment gap between (non-EU) migrants and EU cit-
izens?

The questions are addressed through both a qualitative analysis of the trends in migrant labor
market policy changes and a quantitative analysis of how these policies affect migrant em-
ployment rates and the employment gap between migrants and EU citizens. The analysis is
sensitive to the possibility of migrants dropping out of the labor force or “discouraged work-
ers.” With a few exceptions, the main findings of the study are that policy is in general be-
coming more open in the EU. Portugal has the most open labor market policies as of 2019
and there is no employment gap between migrants and non-migrants — a feature which does
not occur in any other country during the time frame of interest. The quantitative analysis
shows that more open labor market policies reduce the migrant-non-migrant employment
gap by about 9-10 percent. Not surprisingly, the main policy measure which reduces the
employment gap is if migrants have immediate access to a country’s labor market. The results
highlight the substantial role that more open labor market policies are able to play in reducing
employment gaps.

Relevance to Development Studies

This topic relevant to Development Studies insofar as migrants bring important economic
and social contributions to their host societies. Their rights in the labor market are important
both for the economic development of the host country, but also for the social integration
of the migrant themselves. Migrants who have jobs are not only integrating economically,
but jobs are also found to be beneficial for their mental health. However, migrants have
different working rights in different countries, and with the EU now being the largest migrant
destination, it is important to see if the current changes in migrant labor market policy are
becoming more open, which will help the EU economy as well as the migrant themselves,
and if these policies seem to have an effect on migrants being employed and employment

gaps.

Keywords

Migration, migrants, labor market, migrant employment, migrant labor market policy
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Chapter 1
Introduction

By researching the European Union (EU), one has the opportunity to be exposed to
many different national contexts under the umbrella of the world’s only supranational or-
ganization (Center for European Studies at UNC, 2022). At the moment, there are 27 EU
countries covering four million square kilometers with 447.7 million inhabitants (European
Union, 2022). The EU has much diversity within its borders with an estimated 160 distinct
cultures (Encyclopedia Britannica, 2022). In recent years, the EU has experienced the world’s
highest rates of immigration creating further diversity and requiring immigration laws to be
updated (UN Department of Economic and Social Affairs, 2019).

The EU recognizes the importance of migrants being able to work for successful inte-
gration as well as that the average employment rate of migrants is lower than for EU citizens.
Often, issues in migrant integration do not arise from cultural issues but rather due to em-
ployment and income. Employment rights, not culture, needs to be the basis of immigration
policy in the EU (Hansen 2012, p.1). The European Commission holds the belief that em-
ployment should become the basis of migrant integration policies. For instance, (Hansen
2012, p.3) notes, “The great failure of all Western European immigration policies has been
their ability to ensure that migrants acquire and retain work.” It is notable that given the
similar development levels and importance in modern migration patterns of the EU and
North America, United States (US) and Canada, that the two have very different migrant
employment strategies. The North American strategy has created a situation in which the
migrant unemployment rate was at most 33% higher than the unemployment rate of citizens
between 2008 and 2010, whereas the European strategy created a situation in which the mi-
grant unemployment rate was on average 60% higher than that of citizens for the same time
period (Hansen 2012, p.5). In some EU countries this figure is much higher, i.e., the Neth-
erlands at 213% in 2010 (Hansen 2012, p.5). Unlike the US and Canada, there are also dif-
ferences in unemployment in the EU for both second and third generation migrants which
highlights the possible policy failure of migrant rights in the EU that the European Commis-
sion would like to solve starting from the beginning with the migrants themselves (Hansen
2012, p.1). With the attitude of the European Commission being that labor market mobility
is the most important right for migrants to have since at least 2012, it is important to see
how policies regarding the labor market have changed and how effective the changes have
been.

Drawing from the aforementioned facts, this paper analyzes trends in migrant labor
policy in the EU as well as how these changes in labor laws affect migrant employment rates
and employment gaps between migrants and non-migrants. Departing from the standard
definition of the employment rate (employment as a share of labor force participants), keep-
ing in mind the possibility of discouraged workers who drop out of the labor market, the
paper also analyzes migrant employment defined as a proportion of working age migrants in
a country. Employment gaps between migrants and EU citizens are also examined both using
the traditional employment rate as well the one including discouraged workers. The defini-
tion of migrant will be that followed by Eurostat, the primary data source for migration
statistics in the EU, “person changing their residence to or from a given area (usually a coun-
try) during a given time period (usually one year).” (Eurostat, 2018). The EU though has very
few laws pertaining to the rights of immigrants, particularly in the labor market. This is largely
left up to the individual EU countries creating a situation in which immigrants will have more
labor market mobility in some EU countries compared to others. The EU has been working
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on a common EU-wide plan for the integration of third country nationals (TCNs) as of 2016
but has yet to fully implement one (European Commission, 2016). Thus, individual country
law changes are the focus of this paper.

Specifically, this paper tries to address the following research questions:

e What have been the main trends in migrant labor policy over the period 2007 to
20192

e Have these changes in migrant labor policy been effective in increasing migrant em-
ployment or reducing the employment gap between (non-EU) migrants and EU cit-
izens?

To examine these questions, this paper relies on data on migrant labor policy changes,
migrant employment, and control variables over the time period 2007 to 2019 for the EU-
28 countries, excluding Croatia. Given the time frame this data is available, the United King-
dom (UK) was still an EU member and will thus be included. However, Croatia did not join
the EU until 2013 and so data for Croatia is not available for the entire period so Croatia has
been excluded. For migrant labor policy changes the Migrant Policy Integration Index
(MIPEX) is used as it tracks changes in labor market mobility policies for migrants in the
EU as well as tries to quantify how equally migrants are treated in the labor market as com-
pared to EU citizens. This index will be used to qualitatively analyze the trends in labor
market mobility for migrants in the EU. Subsequently, the MIPEX data in combination with
Eurostat, World Bank, and European Central Bank data on migrant employment and popu-
lations and control variables from 27 EU countries from 2007 to 2019 will be used to run a
panel data analysis on how these policy changes may have affected employment rates.

Examining the changes in policy and their effect on employment is important in under-
standing how much of an effect labor-policymakers have on migrant labor inclusion, which
is possibly the most important factor in migrant integration. Are labor policies effective in
helping achieve labor market mobility for migrants or could other factors be of more im-
portance? Should policymakers shift away from the areas of migrant labor policy they are
currently focusing on?

The context will be further explained in Chapter 2. Chapter 3 lays out the analytical
framework with a focus on the background and justification of the variables of choice:
MIPEX labor market mobility scores and indicators, interest rates, inflation, GDP (gross
domestic product) growth rate, year fixed effects, and country fixed effects. Chapter 4 ex-
plains MIPEX, and Chapter 5 provides a qualitative analysis of trends in migrant labor mar-
ket policy. Chapter 6 explains the panel data analysis methodology while Chapter 7 displays
and discusses the results. Chapter 8 concludes the paper.



Chapter 2
Context of the EU

The EU has become a prominent subject for research as it is the only supranational
organization in the world and has become the destination for migrants, and the rights of
migrants in the EU. Since the shift to the EU as a destination for immigration instead of a
source of emigration in the late 1970s with a large pick up in immigration beginning in the
1990s and continuing today, there have been challenges with integrating and not discrimi-
nating against migrants when it comes to many important aspects of society including the
education system, health care system, political system, naturalization, and the labor market.

The number of international migrants in 2019 was approximately 272 million of which
about 82 million were in Europe, the highest in the world according to the UN Department
of Economic and Social Affairs (2019, p. 4). Figure 1 shows that in recent years these mi-
grants have mostly originated from non-EU countries instead of within EU migration. Since
at least 2013, new non-EU migrants have outnumbered new EU migrants. The large spike
in 2015 is largely due to the Syrian refugee crisis; however, it is notable that total non-EU
migrants in 2019 surpassed 2015 levels without such a crisis.

Figure 1. Annual Within vs. Outside EU Migration
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Source: (Eurostat, 2022a)

When comparing the distribution of immigrants to the EU by EU country, non-EU
immigrants are a substantial proportion of the immigrant population in each EU country.
Figure 2 shows that this stays consistent between 2013 and 2019, but as can be expected
from the increase in non-EU migration while EU migration has remained relatively stagnant,
the proportion of non-EU migrants is rising.



Figure 2. Distribution of EU Immigrants by Citizenship 2013 & 2019"
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Source: (Eurostat, 2022a)

Table 1 shows that the proportion of non-EU citizens is rising in 21 of the 27 EU
countries. In the six countries where the proportion of non-EU citizens is not rising, neither
is the proportion of EU28 migrants in three of them. Additionally, in these three countries,
Bulgaria, Italy, and Slovakia, the rate at which the proportion of non-EU28 migrants is de-
clining is slower than that of EU28 migrants. This shows that some countries are becoming
less popular destinations with non-EU28 migrants, or that there has been a large influx of
another type of migrant, i.e., in Bulgaria return migrants increased their portion of Bulgaria’s
migrant distribution by 146% likely through a combination of rising return migration as well
as declining migration in all other categories. Overall, the average percent change in the EU
immigration distribution for non-EU28 migrants is an increase of 45.75%. This is almost
30% higher than the average percent change for EU28 migrants. Additionally, those who are
stateless had the highest and lowest swings of known citizenships. This suggests that prefer-
ences of those who are stateless changed over this time as well as some countries may have
changed their migrant regulations regarding stateless migrants to be more or less open. For
example, the proportion of those who are stateless in Italy rose over 1100% while it declined
by 100% in Greece and Romania. These types of shifts in where migrants are settling and
what type of migrants they are is likely in part due to migrant labor market policy openness.
Given the rise in non-EU28 migrants, this shows the further importance of attempting to
show if policy measures are effective in helping non-EU migrants in the labor market.

I Reporting country refers to return migrants



Table 1. Percent Change in EU Immigration Distribution by Citizenship 2013-2019

Percent Change in EU Immigrant Distribution by Citizenship 2013-2019

Coun  Reporting  EU28 (except report- Non-EU28 Statel Un-
try Country ing country) Countries tareless  nown
BE 5% -14% 18% 113% 377%
BG 146% -63% -46% -90% -96%
CZ -78% -31% 79% 0% 0%
DK -1% 9% -7% -62% 0%
DE 46% -24% 18% 31% -9%
EE -34% 501% -2% 0% 0%
1E -18% -3% 26% 0% 10%
GR -43% -59% 124% -100% 0%
ES -3% -37% 22% 45% 0%
FR -4% -28% 24% 0% 0%
IT 122% -30% -6% 1101% 0%
CY 59% -42% 41% 0% -100%
LV -29% -42% 67% -66% 2340%
LT -41% -29% 337% 58% 0%
LU -8% -13% 50% 335% -43%
HU -17% -53% 80% 0% 0%
MT -69% -8% 32% 0% 0%
NL -20% 3% 12% 425% 1306%
AT 1% 6% -10% -40% -24%
PL -17% -20% 49% -26% 0%
PT -48% 93% 114% 0% 0%
RO -12% 593% 75% -100% 2274%

SI -26% -58% 30% 0% 0%
SK 24% -30% -13% 0% 0%
FI 4% -37% 29% -14% -82%
SE -14% -5% 12% -77% -10%
UK -21% -24% 26% 0% 0%

Source: (Eurostat, 2022a)

The EU is becoming more reliant on migrants to maintain or grow its population. At
the beginning of 2019, the population of the EU was estimated at almost 513.5 million, up
about 1.1 million from 2018. During 2018, there were 5.3 million deaths and 5.0 million
births, showing that the population of the EU should have declined (Eurostat 2019, p. 1).
So, the natural change of the EU population was negative for a second consecutive year as
it was also negative in 2018. Women in the EU have on average 1.53 children which is below
the 2.1 average needed for population replacement and since 2013 more of these women
having children have been migrants than not (Eurostat, 2021a). The population change was
therefore due to positive net migration. Having a growing population or maintaining one is
important to maintain many aspects of the quality of life in the long-term. With a declining
population, tax receipts could decline, social security funding could decline, health expenses
for the many including the elderly could rise, all because of a smaller working population.
Immigration helps prevent this by maintaining or growing the working population highlight-
ing the importance of migrant labor market mobility policies for all.



Having a migrant labor force to help with the EU’s population problems can only work
if migrant labor policies are open. The EU wants migrants to work to help with their popu-
lation problem which should stave off the issue of declining tax receipts that are used to fund
welfare programs, especially for the retired which is a growing population, as well as help
with their overall integration into their host country. As can be seen in Table 2, in the EU
member states, typically, the citizen employment rate is the highest followed by that of those
with EU citizenship, and then those with non-EU citizenship. The EU average rate of em-
ployment for citizens, EU28 migrants, non-EU28 migrants, and stateless persons from 2007
to 2019 is 91.74%, 90.59%, 84.75%, and 81.68% respectively. In many central and eastern
EU countries though, EU migrants have a higher employment rate than citizens. They are
the Czech Republic, Hungary, Latvia, Lithuania, Slovakia, and Poland. This may indicate a
preference of those moving to central and eastern Europe to have secured employment be-
fore moving instead of searching while in the country. There are two exceptions to this re-
gional divide, Malta and the UK, which is likely due to local policies and economic situations.
In some central and eastern EU countries, non-EU28 migrants have a higher employment
rate than citizens. They are Bulgaria, Cyprus, the Czech Republic, Romania, and Slovakia.
This is of course not the majority, however, this result in combination with EU28 migrants
experiencing a similar trend implies that western and central/eastern Europe expetiences
different migration trends. Migrants of either EU or non-EU origin seem possibly more likely
to move to western EU countries without already having secured employment than to move
to central/eastern EU countries without already having secured employment. Central and
eastern EU countries may also have stricter laws regarding how employment is gained, with
many likely requiring for it to be secured prior to arrival. The employment rate of those who
are stateless in relation to the other three categories varies greatly. There is no strong regional
pattern, simply some countries have a high employment rate of the stateless, i.e., the Czech
Republic, Estonia, Malta, and UK, while others have a low employment rate of the stateless,
L.e., Austria, Belgium, and Denmark. It could be said that the stateless employment rate seems
to be lower in the west than in the central and eastern parts of the EU. This may be due to
western countries possibly receiving more stateless people or having a weaker legal frame-
work for their right to work. Overall, non-EU28 and stateless migrants have lower employ-
ment rates on average than citizens and EU28 migrants which is likely due in part to migrant
labor market policies.



Table 2. Average Employment Rates in the EU 2007-2019

Average Employment Rates in the EU 2007-2019

Citizen EU28 Migrant Non-EU28 Migrants Em- Stateless
Employ- Employment ployment Rate (excluding Employ-
ment Rate Rate stateless) ment Rate

AT 95.63% 92.82% 86.48% 71.52%
BE 93.36% 89.77% 72.92% 61.78%
BG 91.48% 91.82%

CY 90.25% 87.84% 92.71%

CZ 94.80% 95.54% 95.07% 99.21%
DK 94.17% 90.06% 84.29%

EE 92.69% 90.49% 85.33% 92.11%
FI 92.18% 89.25% 78.42%

FR 91.42% 90.98% 77.11%

DE 95.00% 93.03% 85.89% 74.27%
GR 81.66% 79.35% 75.72%

HU 92.28% 93.43% 92.27%

IE 90.04% 88.02% 87.64%

IT 90.36% 87.43% 86.20%

LV 89.18% 93.76% 84.39%

LT 89.86% 100% 88.22%

LU 96.36% 93.83% 82.79%

MT 94.49% 94.73% 92.78% 93.26%
NL 95.01% 93.52% 86.21%

PL 92.27% 94.51% 89.64%

PT 88.95% 86.71% 81.00%

RO 93.62% 95.04%

SK 88.89% 94.02% 89.75%

SI 92.94% 90.14% 86.54%

ES 82.57% 77.04% 70.83%

SE 93.40% 91.54% 71.87%

UK 94.00% 94.51% 90.51% 92.13%

Source: (Eurostat, 2022b)

According to European Commission (n.d.), “Discrimination based on sex, racial or eth-
nic origin, religion or belief, disability, age or sexual orientation is illegal throughout the Un-
ion. However certain groups, such as third country nationals and ethnic minorities, face dif-
ficulties in accessing the world of work. Supporting their labor market participation is
fundamental for ensuring equality of opportunities, and becomes an economic imperative in
a context of ageing workforce.” Lamberts et al. (2014) concludes that various initiatives in
EU countries, including the EU legal framework, national strategies on employment discrim-
ination, civil society, and employer organizations, when taken together show that efforts are
not centrally organized or monitored, and that the lack of a comprehensive framework hin-
ders efforts to fight discrimination in employment effectively. The report also notes that
non-EU migrants, particularly those of color or women, are the most vulnerable group to
employment discrimination in the EU.



Migrants do worse than citizens in terms of employment rates and earnings, after con-
trolling for education, potential experience, and regional location as well (UN Department
of Economic and Social Affairs, 2019). This halts their integration into their host country’s
society and has a negative impact on both their livelihood and mental health. Hooijer and
Picot (2015) finds that in all western EU countries, except Portugal, non-EU migrants face
a higher risk of poverty than natives even when statistically controlling for the composition
of the migrant population. The situation of migrants is characterized by both high poverty
rates and relatively higher poverty rates than citizens in Belgium, France, Luxembourg, Fin-
land, and Sweden (Lelkes, 2007). In Belgium, over half of non-EU migrants lived in poverty
in 2007. This figure was 45% in France and Luxembourg. The average for the EU in 2007
was that about one in three non-EU migrants tends to be in poverty (Lelkes, 2007). This not
only affects materiality and physical living conditions but also mental health. Yijdld and
Luoma (2018) finds that being employed as a migrant is essential to their mental health. The
way in which employment creates a rhythm in daily life and provides the opportunity for
mental stimulation has a significant impact on the psychological and physical well-being of
migrants. On the other hand, unemployment and dependence on social security has a signif-
icant negative impact on well-being. Many migrants noted that employment is a virtue and
earning their own livelihood is a matter of honor. Even holding entry-level jobs when they
have experience in their home country, i.e., being underemployed, strengthened immigrants’
perception of being part of society. Even if earned income does not always substantially
improve an immigrant’s livelihood, employment can still provide several other benefits that
promote well-being and adaptation to the new country of residence. Working expands social
networks and provides connections with life in the host society that is hard to find otherwise.

These factors make the need to have an accessible labor market for migrants high in the
EU. In this case, specifically non-EU migrants just as EU migrants should have the right to
look for a job in an EU country, work there without needing a work permit, reside there for
that purpose, stay there even after employment has finished, and have equal treatment with
nationals in access to employment, working conditions, and all other social and tax ad-
vantages (European Commission, 2022). Immigration policies differentiate between forms
of labor based on the duration of work, permanent or temporary/seasonal, required educa-
tion, and/or the level of salary. Additionally, having a work permit does not necessatily entitle
migrants to welfare services nor guarantee the right to residency (Kénonen, 2019). Having
less restrictive policies in labor market access, employment services, access to welfare, and
more should in theory increase the employment of migrants. It should be noted that migrant
labor market policies do not directly regulate the allocation of jobs to all immigrant jobseek-
ers. Instead, equal legal rights and promotional measures have more indirect effects that are
difficult to quantify for the entire immigrant population. Recently more resources are trying
to quantify the effectiveness of labor migrant market policies, including MIPEX.

Since the turn of the century, there have been more efforts to create migration policy
databases. These databases were usually only tracking policy changes or trying to quantify
policy openness. It is far more recent, that databases have both and very few do due to the
recency of interest and the large task of tracking policies across the world and quantifying
their changes. MIPEX began doing this in 2007 but edited their process over time so the
current version which will be used in this paper is their 2015 methodology which will be
turther explained in Chapter 4. The next chapter, Chapter 3, will cover the theories relating
to the effect of policies on migrant labor market outcomes as well as other variables and
introduce the macro models this paper will use.



Chapter 3
Literature Review & Analytical Framework

3.1 Literature Review

Participation in the labor market is one of the most important factors in successful integra-
tion of migrants into society as noted by Alba and Nee (2005), Joppke and Morawsk (2003),
and Hansen (2012). Buchel and Frick (2005), Kogan (2007) and Wanner (2011) argue that
socio-demographic factors only explain part of why migrants perform less well in labor mar-
kets than citizens. The other key factors are based on labor market structures and regulations
as well as immigration and integration policies. Pastore (2010) notes that there is a gap in
research looking into how effective migrant policymaking is, with a partial exception being
papers looking at policies that specifically affect refugees and those on family reunion per-
mits. The late 2000s and early 2010s has seen an increase in studies on migrant labor market
policies and labor market outcomes due to those policies, but they are still uncommon and
now most papers on the topic are five to ten or so years old. The literature that does exist
on the topic argues that migrants face ongoing inequalities in the labor market, i.e., Kogan
(2006) and Fleischmann and Dronkers (2007).

Countries migrant policies and migrant labor market outcomes can be difficult to com-
pare as migrants in different countries can often be of different backgrounds that explain
why they choose the host country and how different populations have moved. Additionally,
different countries’ economies and the state in which they are in a certain year can also affect
migrant employment. There is literature that provides insight into shared patterns across
countries due to the newfound importance of gathering and publishing more data about
migrants specifically in the late 2000s, i.e., Fleischmann and Dronkers (2007). These studies
have mainly been limited to the western EU based on how they have historically been the
positive net migration countries in Europe (World Bank, 2019). While it has long been as-
sumed that policy can be influential and effective in labor market outcomes for migrants, the
recent development of data driven literature on the topic tends to disagree.

Kogan (2016) notes the contradiction between host countries’ increasing integration ef-
forts and immigrants’ ongoing labor market mobility difficulties suggesting that labor market
integration policies may not substantially contribute to migrants’ labor market integra-
tion. Many studies using MIPEX labor market mobility have found no significant link be-
tween it and migrant labor market outcomes. These papers, however, use a previous version
of MIPEX in which the methodology was different. These studies include Cebolla, Boado,
and Finotelli (2011), Pichler (2011), and Kogan (2016) who did not generally find statistically
significant effects of labor market policy and labor market integration programs on unem-
ployment.

Cebolla, Boado, and Finotelli (2011) used the MIPEX index for a statistical comparison
of northern and southern Europe’s labor market policies and their unemployment levels for
migrants and found insignificance in either’s labor market policies affecting migrant unem-
ployment rates. What was significant was GDP growth - rising GDP growth lowered migrant
unemployment rates even more than citizen unemployment rates. This, the largest EU-only
study involving MIPEX, covered 17 EU countries over a three-year period. Another study,
Pichler (2011) also used MIPEX labor market mobility data and covered 30 European coun-
tries from 2002 to 2008. Pichler (2011) found again that labor market mobility did not have
an effect on employment. The study noted, however, the lack of immigrant-based labor mar-
ket surveys and survey questions at the time of the study as a weakness. More recently, Kogan
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(2016) used the MIPEX index, microlevel migrant employment statistics and propensity
score matching to see if labor market policies had an effect on migrant employment. The
paper concluded that training is largely ineffective in employment outcomes but can vary by
country as there was a positive effect in Italy but a negative effect in Ireland. This may be
due to the self-selective nature of such trainings. This was not a panel data analysis though
which the paper highlights as a weakness and suggests that future research be done using a
panel data analysis when researching migrant labor market policies and employment out-
comes.

While these three studies focused on several countries, most previous papers focus on
only one or a few countries, which seems to be the trend in migrant labor market policy
research. Other MIPEX studies have also found labor market policy to be insignificant with
respect to labor force participation, occupational prestige, and occupational class. Some stud-
ies have found significance in terms of not being underemployed and subjective well-being
(Bilgili, Huddleston and Joki, 2015). These three studies also focused on the overall MIPEX
labor market policy score, but there are studies that look into specific areas of migrant labor
market policy.

In the EU, countries can differ and differ widely in specific areas of labor market policies
such as work permit requirements, residence, social security access, and trainings. These can,
in general, reflect the openness of policies to migrants. Qualitative studies note that immi-
gration policies do play a role in migrant integration into society across Europe. More quan-
titative studies, i.e., Fleischmann and Dronkers (2007) and Reitz (2002), find that these types
of policies are unable to explain cross country differences in migrant employment. Reitz
(2002) notes that the policies more likely have an indirect effect on migrant labor market
outcomes, making them difficult to quantify for such studies.

When it comes to literature on specific areas of labor market policy effectiveness the
literature tends to be more recent, but the focus tends to be on marginalized groups, such as
refugees and women, i.e., Fasani, Frattini and Minale (2021) and Grigoleit-Richter (2017).
Literature on the EU specifically has another preferred topic, and the focus has been on EU
migrants and enlargement effects instead of non-EU migrants, i.e., Drinkwater, Fade and
Garapich (2006). Many papers do specifically discuss the importance of immediate labor
market access, job-specific language training, integration programs, and unemployment ben-
efits, all of which are MIPEX indicators. These papers are usually qualitative in nature or
analyzing one specific group in one country leaving a literature gap on the quantitative side,
t.e., McCollum and Findlay (2015), McHugh and Challinor (2011), and Chauvin, Garcés-
Mascarefias and Kraler (2013).

One of the specific areas of policy that is focused on is different types of trainings. It is
generally agreed that job training has an insignificant impact on migrants. While integration
programs as a whole are debated, they are unlikely to be significant for employment out-
comes. When it comes to language training, many countries have courses targeting foreign-
ers, however, it was found that unless the language trainings were restricted to foreigners
then they primarily benefited citizens. What occurs is that foreigners are represented in these
courses to an extent that is disproportionately low based on their need for such language
trainings as compared to citizens according to Bohning and Zegers de Beijl (1995). A less
focused on area is social security.

Unemployment benefits appears to have the biggest literature gap. There are few studies,
but Nyman and Ahlskog (2018) find that unemployment benefits are more often used by
migrants than natives, but this does not have a negative budget effect, nor is the possibility
of receiving unemployment benefits a reason for migration to a specific country. Addition-
ally, Fleischmann and Dronkers (2007) found statistical discrimination in hiring migrants as
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a result of higher employment protection and welfare levels. Of labor market policy areas,
immediate labor market access is considered to be more important than others.

None of the results of papers on migrant labor policy and migrant employment suggest
that policies do not matter but instead that policies are not targeted and implemented in the
same way across countries or effectively in some cases. Castles (2004) notes how the more a
country seems to try to manage migration the less successful they seem to be in doing so.
According to the paper, many states view the migration process as a short-term process when
in fact migration is a long-term social process that begins with the decision to migrate and
ends with community formation and the birth of a new generation instead of simply arriving
legally and having the right to find some type of job. This, along with other factors, helps
result in policies surrounding migration, including migrant labor market policies, to not meet
the objectives they were meant to. Another issue with the migrant labor market policymaking
that Castles finds is that many policymakers view migration decisions through a cost-benefit
analysis wherein people will move abroad if it maximizes their utility, i.e., they receive a higher
income, and either stay or move back when the equation balances and do not move when
the equation favors the home country. This has been untrue though as throughout the last
century, it has been found that people move to a new country without the legal right to work
or with the legal right to work but staying when they lose that right. This cost-benefit analysis
ignores the social aspect of migration, i.e., family and community in the host country, age at
which migration occurs, as well as home country economic, political, and conflict situations,
and therefore many policies do as well. Migrants are often treated as temporary by labor
market policies, but migrants do not only react to economic changes in their decision-making
as policies suggest. Policies in themselves cannot explain migrant employment and are often
a small or insignificant factor in migrant employment due to ineffective policymaking in the
area. Does current data support these ideas from previous studies? This paper will look both
qualitatively and quantitively at both overall labor market mobility and specified areas of
labor market mobility for all non-EU28 migrants and if they are affecting their employment.

3.2 Towards a Macro-Model of Employment

This paper tries to fill some of the research gap in the area of migrant labor market mobility.
This can be done in part due to new resources, a gap within the current literature is that most
of the studies were executed in the late 2000s and early 2010s. Since then, there have been
many changes in migrant labor market policy as well as what areas of migrant labor market
policy are being changed in the EU. It was also around ten to fifteen years ago that indexes
were starting to be created in order to try to track and quantify migrant labor market mobility.
So, when previous papers were written the timeframe was often only a few years whereas
this paper has the ability to analyze thirteen years of data. Additionally, while some of the
previously mentioned studies use MIPEX, they do not use the updated 2015 methodology
that this paper uses due to when they were written. A synthesis of literature using MIPEX,
Bilgili, Huddleston, and Joki (2015), was gathered for creating the 2015 methodology to ex-
amine possible improvements that were considered and led to the creation of policy areas
and their indicators, so it is possible that more important areas of policymaking have been
identified from the literature and are now used in MIPEX. This new version of MIPEX may
yield different results in the quantitative analysis. Another gap is noted by Pichler (2011) in
that at that time of his study, there was a lack of immigrant-based labor surveys and how it
was a weakness both in his study and in the field. Now, there are immigrant-based labor
surveys or labor surveys with sections dedicated to immigrants. This paper has the benefit
of the European Union Labor Force Survey (EU-LFS) now having a section dedicated to
migrant labor that is published by Eurostat.
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Other gaps besides when the studies last occurred is where they occurred and who they
included. In previous studies, it is common that the number of countries analyzed in these
studies ranges from one to four countries. This is largely due to wanting to focus on one
country or a region of similar countries. The focus was on the western EU as that was the
migrant destination in the EU at the time. However, given that the eastern EU is now be-
coming a migrant destination, excluding eastern Europe from studies on EU migration is no
longer justifiable and examining how migrants are treated in the labor market as a whole in
the EU is growing in importance. This is why this paper will include all EU countries that
were members as of 2007. Therefore, this paper looks into 27 EU countries for a more
holistic approach. Additionally, most previous studies have focused on two different groups,
EU migrants during enlargements and marginalized groups. This paper does not include EU
migrants when talking about migrant labor market policy since EU migrants have the same
rights as citizens of the EU country they move to and therefore migrant labor market policy
is not targeted at them. A weakness of previous studies is that many of the studies done on
migrant labor market policies within the EU do not state whether or not they are including
migrants from other EU countries as migrants. Additionally, there are many migrants who
are not a part of any marginalized group and are therefore often left out of studies on the
effectiveness of migrant labor market policy. This paper will use all non-EU migrants since
this paper wants to look at the overall effect of migrant labor market policies. This paper
looks at labor market policy effectiveness for all migrants across 27 EU countries. A qualita-
tive analysis of the trends in EU labor market policies is done followed by an empirical anal-
ysis of the effect these policy changes have on migrant employment.

On the basis of the literature, a macro model in which the migrant employment rate and
the migrant-non-migrant employment gap are both treated as a function of labor market
policy score, interest rates, inflation, and GDP growth rates is developed. A second model
in which the labor market policy score is broken down into different policy areas with the
other variables remaining the same is also developed. Both models will be estimated using
panel data to address shortcomings as noted by Kogan (2016). That is, in addition to the
variables mentioned above, the estimated models will include country fixed-effects to ac-
count for time-invariant country influences on employment and time-fixed effects to account
for changes over time that might affect employment prospects in all countries included in
the analysis. Drawing on macro theories of employment the following sections describe the
potential links employment and key macro variables such as interest rates, inflation, and GDP
growth.

3.2.1 Interest Rates

There are other factors thought to affect employment rates aside from labor market policy,
including monetary policy which usually comes in the form of long-term interest rates. It is
thought that higher interest rates lower consumption from consumers and investments from
business which leads to less hiring and more layoffs thus reducing employment. While em-
ployment is not the main focus of monetary policy, there has been a shift in recent years to
make employment the main objective to lessen the impact of crises (Swastika and Masih,
2016). Keynes (19306) rejected the neoclassical view of economics that employment is deter-
mined by the price of labor (wages) instead of the spending of money. He took this as a
justification for using monetary policy to achieve full employment. Another economist, how-
ever, Robertson, spent the 1930s exploring interest rates and unemployment in a series of
papers including Robertson (19306), a direct response to Keynes’s previously mentioned idea,
and determined that full employment is both unrealistic and hinders economic progress but
that interest rates can help reach the natural employment level (Boianovsky and Presley,
2002). Later on, Blanchard (2003) argued that interest rates affect the cost of capital and
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therefore capital accumulation, and since capital accumulation affects the demand for labor
then interest rates affect employment. In this paper, long term interest rates will be regressed
on migrant employment in conjunction with labor market policy scores.

3.2.2 Inflation

In Phillips (1958), Phillips shows that inflation and unemployment have a negative relation-
ship. High inflation meant low unemployment and vice versa. This created the Phillips curve
with inflation on the y-axis and unemployment on the x-axis with a negative concave curve
showing their relationship. This showed that attempts to lower unemployment would in-
crease inflation while attempts to lower inflation would increase unemployment. This con-
cept was widely accepted by governments in the 1960s and influenced policies. In Friedman
(1976), the lecture given when he won the Nobel Prize, and in a series of previously published
papers in the 1960s, he argued that the government could not permanently trade off inflation
and unemployment as they had been doing and from this the previously created Phillips
curve became the short run version while what Friedman argued was the long run version.
He stated that if unemployment is at its natural rate and real wages are constant then workers
ask for wage increases at the rate of expected inflation, so they do not lose purchasing power.
However, when the government tries to lower unemployment below this level then after an
adjustment period in which demand increases, prices rise faster than expected and eventually
people realize their real wages have fallen and less labor is supplied in favor of increasing
wages from the workers’ side and unemployment returns to normal. This was shown to be
true in the 1970s when inflation rose and so did unemployment due to the long run conse-
quences of the 1960s policies in conjunction with other factors. Now it is generally accepted
that there is some rate of unemployment that if maintained will come with a stable inflation
rate. Today there are also Phillips curves with inflation expectations. Given the way in which
inflation and employment affect one another, it will be included as a regressor.

3.2.3 GDP Growth

Okun (1962) states, based on regression of unemployment on output, that a country’s real
GDP must grow at about four percent in a year to achieve a one percent reduction in unem-
ployment. More specifically, real GDP must grow approximately two percentage points
faster than the growth rate of potential GDP over that period. So, if the potential rate of
GDP growth is two percent in a year, then real GDP must grow at about four percent in a
year to in order to achieve a one percentage point reduction in the unemployment rate of a
country. The background is that output depends on the amount of labor used in the pro-
duction process, so there is a positive relationship between output and employment. Total
employment is the labor force minus unemployed persons. This means that there is a neg-
ative relationship between output and unemployment. Of course, this is not strictly a law
but more of an estimate of the amount of GDP that may be lost when the unemployment
rate is above the natural unemployment rate. More recent studies including Dumitrescu,
Dedu and Enciu (2009) found that a one percentage point rise in unemployment led to a
decline of approximately half of a percentage point in real GDP growth. Given this rela-
tionship, real GDP growth will also be included in the regression analysis.

The macro models based on the literature, and the data at hand, will be explained in
Chapter 6. There will be four dependent variables defined below in Table 3 treated as a
function of labor market scores, indicator scores, interest rates, inflation, and GDP growth
rates.
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Table 3. Dependent Variable Definitions

Vitawltadintsiteysitssl-ll -mployed Non-EU28 migrants in the EU country as a share of
Non-EU28 migrants in the labor force (standard definition of the
employment rate)

MigrantEmploy- Employed Non-EU28 migrants as a share of the total working
ment_Alternative; age Non-EU28 migrant population in order to include potentially
discouraged workers (alternative definition of the employment
rate)

EmploymentGap; Migrant employment rate — EU citizen employment rate based on
the standard definition of the employment rate

Employ- Migrant employment rate based on working age population — EU
mentGap_Alterna- citizen employment rate based on working age population

tive;

The next chapter will explain the previously mentioned MIPEX in order to analyze
trends in migrant labor market policies, and further explain the labor market score and in-
dicator variables.
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Chapter 4
What is MIPEX?

MIPEX measures and tracks migrant integration policies in 56 countries, including all
members of the EU. Most indices try to measure the quality of migrant integration policies,
but MIPEX is the first to both try to measure the quality of openness of migrant integration
policies while also tracking and explaining policy changes (MIPEX 2020b). It was developed
in cooperation with the British Council, Migration Policy Group (MPG), Foreign Policy Cen-
tre, and University of Sheffield (MIPEX 2020b). This index is often used and cited by many
policymakers and NGOs as well as the European Commission as it is very comprehensive
compared to other indices.

The 2015 MIPEX methodology used in this paper was created by MPG, Barcelona Cen-
tre for International Affairs, the European Fund for the Integration of Third-Country Na-
tionals, and the International Organization for Migration (MIPEX 2020b). The MIPEX
score is an average of scores coming from eight policy areas: labor market mobility - the
focus of this paper, family reunification, education, political participation, permanent resi-
dence, access to nationality, anti-discrimination, and health (MIPEX 2020b). Each policy
area has indicators which are questions relating to one of the specific areas of policy. Each
answer has set value options ranging from 0-100, i.e., 0-50-100 and 0-33-67-100, based on
how equally migrants are treated compared to citizens with 100 being completely equal
(MIPEX 2020b). When an indicator’s score changes, the law change is noted and explained.
Each indicator of a policy is averaged for an overall policy score and then all eight policy
scores are averaged for an overall MIPEX score annually (MIPEX 2020b).

These eight policy areas and their indicators were chosen from an original set of 167
indicators. MIPEX conducted a qualitative and quantitative analysis of all 167 indicators to
determine which were the key drivers of variation between countries (MIPEX 2020b). All
indicators are not necessary since if a country has policy A, then it is highly likely to have
policies B, C, D, and E so MIPEX would only need an indicator for policy A (MIPEX
2020b). The MIPEX team established the reliability of the indicators through distribution
analysis, correlation analysis, Cronbach’s Alpha, and categorical principal component analysis
(MIPEX 2020b). The qualitative part assessed the thematic scope of the indicator, i.e., which
indicators are best for a policy area, overlap, wording, and answer options. Leading experts
were interviewed on this to help guarantee proper wording, policy relevance, and ability to
update in the future. From this, 58 indicators were selected and put into 8 policy areas. These
58 were then tested against the original 167 and they had the same statistical and conceptual
accuracy according to MIPEX (2020b).

MIPEX sends out a questionnaire annually to be completed by at least one national
expert per country to gather their data. The MPG research staff then checks the experts’
responses to ensure the questions are understood in the same way and answered in the same
way across countries. They then cross check the responses against publicly available data and
legal texts. Every country gets three MPG researchers to check their questionnaires. When
there are queries and concerns, the original experts are contacted for more information, but
if there are still questions about the responses then other national experts are consulted. Then
a final check occurs for consistency of the changes over time to ensure countries are being
scored in the same way. Details are available in MIPEX (2020b).

This paper focuses specifically on the labor market mobility score and its indicators.
There are nine indicators of labor market mobility which are explained in Table 4 below:
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Table 4. MIPEX Labor Market Mobility Indicators

Indicator Question Answers Scores
A. Permanent residents 100 - Allof
them
ot | B g i
1: Immediate Ac- W at categories ok for- ary work p ( *" | or certain cate-
eign residents have cluding seasonal) within .
cess to the Labor . B gories of B
equal access to employ- petiod of = 1 year
Market :
ment as nationals?
C. Remdentsion family 0- Only A or
reunion permits (same as none
sponsor)
A. Yes. There are no ad-
Are foreign residents | ditional restrictions than 100 - A
2: Access to the | able to accept any pub- | those based on type of
Public Sector lic-sector employment permit mentioned in 1
(activities serving under equal conditions
1 ?
the needs of the as Tlatlonals.‘ B. Other limiting condi-
public; not re- (exgludmg exercise of tions that apply to for- 50-B
stricted to cetr- pgbhc authority 1.e., po- cign residents
tain types of em- | lice, defense, heads of
ployment or units/divisions but not
private or public | excluding civil servants C. Certain sectors and
law) and permanent staff) activities solely for na- 0-C
tionals (please specify)
A. Yes. There are no ad-
ditional restrictions than
those based on type of 100-A
permit mentioned in 1
Are foreign residents B. Other limiting condi-
able to take up self-em- | tions that apply to for-
3: Access to Self- | ployed activity under eign residents, i.e., lin- 50
Employment equal conditions as na- guistic testing (please -B
tionals? specify)
C. Certain sectors and
activities solely for na- 0-C
tionals (please specity)
4: Access to Whgt categories of for- | A permanent residents 100 - All of
Public Employ- eign residents have them
ment Services equal access?
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B. Residents on tempo-
rary work permits (ex-
cluding seasonal)

50 - A and (C
or certain cate-
gories of B)

C. Residents on family

5: Access to Ed-
ucation, Voca-
tional Training,

and Study
Grants

. . 0 - Only A or
reunion permits (same as
none
sponsor)
100 - All of

A. Permanent residents

them have ac-
cess to both 1
and 2

What categories of for-
eign residents have

B. Residents on tempo-
rary work permits (ex-
cluding seasonal)

67 - All of
them have ac-
cess to 1

equal access to:

1. Higher Education
and Vocational Train-
ing
2. Study Grants

C. Residents on family
reunion permits (same as
sponsor)

33-Aand C
or certain cate-
gories of B
have equal ac-
cess to 1

0 - Only A or
none has equal
access to 1

6: Recognition of
Academic Quali-
fications Abroad

A. Same procedures and
fees as for nationals

100 — A

Are academic qualifica-
tions acquired abroad
recognized?

B. Different procedure
than for nationals (i.e.,
more documents and/or
higher fees are required)

50-B

C. Ad hoc/No proce-
dure for recognition of
titles for certain TCN
residents or certain fields
of study (i.e., recognition
depending on mutual
recognition agreements)

7: Economic In-
tegration
Measures of
TCNs

Do all TCNs have ac-

cess to:

1. Targeted training for
TCNs other than ge-
neric language training

A.1and 2

100 — A

17




(i.e., bridging courses,
job specific language

sponsor)

training, etc.) B.1or2 50 -B
2. Programmes to en-
courage hiring of TCNs
(i.e., employer incen-
tives, work placements, | C. Only ad hoc (mainly
public sector commit- | through projects imple- 0-C
ments, etc.) mented by NGOs)
Do targeted measures
to further integration of A 1and?2 100 — A
TCNs into the labor
market include:
8: Economic In- 1. National pro-
tegration grammes to address la- B.1or2
Measures of bor market situation of ’ 50-B
Youth and migrant youth
Women 2. National pro-
grammes to address la-
bor market situation of | C. Only ad hoc (mainly
migrant women through projects imple- 0-C
mented by NGOs)
What categories of 100 - All of
TCNs have equal ac- A. Long-term residents them
cess to social security?
9: Access to So- f(unemployment'ben'e— B. Residents on tempo- | 50 - Aand C
; ) its, old age pension, in- . .
cial Seqmty and validity benefits, mater- rary Wgrk permits (ex- or cer.tam cate-
Assistance nity leave, family cluding seasonal) gories of B
benefits, social assis- C. l'lesidents‘ on family 0 - Only A or
tance) reunion permits (same as none

Source: MIPEX, 2020a)

From 2007-2019 some EU countries made more changes to migrant labor market
policies than others. Chapter 5 analyzes trends in migrant labor market policy changes.

18




Chapter 5
Trends in Migrant Labor Market Policy

5.1 Overall Score Changes

The overall average MIPEX labor market mobility score for the EU28, excluding Croatia,
rose by five points from 2007 to 2019. Figures 3 and 4 shows that this is due to the majority
of countries’ overall labor market mobility score increasing with the exception of: Ireland,
the Netherlands, Sweden, and the UK where policies have become more restrictive and the
Czech Republic, Denmark, Luxembourg, and Romania where the score remained the same
indicating the same level of policy restrictiveness. Denmark though did have a score change
in 2011 that increased its score but another change in 2014 that brought it back to the same
score as before 2011 as the law that was enacted in 2011 was abolished. This can be seen in
Figure 4.

Additionally, while most countries remained on the same side of the EU average in both
years, some did not. As can be seen in Figure 3, the UK went from above the EU average
for migrant labor market policy openness to below the EU average. The UK did not experi-
ence the biggest drop in score though, the Netherlands did but remained above the EU
average as they began with more open policies than the UK. Greece, on the other hand, went
from below the EU average to above the EU average with the largest increase in score.

Figure 3. Labor Market Mobility 2007 & 2019
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While overall scores did change for most countries, not every indicator changed for
every country. Some indicators were more commonly changed across countries than others.
Looking into how the indicators changed can help show which policy areas in migrant labor
market mobility are being focused on by policymakers and how they are being focused on,
making them more open or less.

5.2 Indicator Changes

While no indicator was unchanged from 2007 to 2019, the most commonly changed indica-
tor was Indicator 1 as can be seen in Table 5. Eleven EU countries changed their laws sur-
rounding immediate access to the labor market a total of 12 times, nine of which were posi-
tive. One of these positive changes, however, was quickly reversed, so up until 2019 there
were only truly eight positive, lasting changes. Having equal access to employment as com-
pared to citizens and EU migrants is on the rise. As was previously mentioned, the EU has
a problem with an aging population and a birth rate that is not high enough to replace its
labor force. Immigration is one option to help solve this problem, as immigrants can work
and contribute to making up the gap in the EU which is why having immediate access to the
labor market is of increasing importance and being recognized by EU countries more than
other indicators.

Table 5 shows that the second mostly commonly changed indicator is Indicator 7. Nine
EU countries changes their laws surrounding economic integration of migrants a total of
nine times, seven of which were positive. This makes sense as the economic integration of
TCNs further increases their access to the labor market. Overall, job-specific language train-
ing, bridging courses, and employer incentives to hire TCNs is on the rise further increasing
TCNS’ access to employment in their host-countries labor market. Learning not only the
local language for everyday life but industry-specific jargon is very important to function in
basic work activities. Industry-specific language changes by language and/or by country as
even two countries with a common language, i.e., Spanish, have differences. This makes
TCNs working ability in the local culture stronger and more efficient as well as opens more
opportunity for career advancement in the host country. Additionally, employer incentives
to hire TCNs, i.e., tax breaks, are also important as locals are usually preferred due to em-
ployers being able to understand more about their background like the quality of university
attended, their culture, and language skills. While this is rising in importance in the eyes of
policymakers, many training courses relating to work are found to be insignificant in labor
market outcomes for migrants and there is a literature gap in employer incentives.

Indicator 9 is the indicator most split between positive and negative changes as shown
in Table 5. A total of four countries changed it a total of six times, four of which were
positive. Like with Indicator 1, one of the countries made a positive change followed by a
negative change reverting to the previous law, but not immediately like with Indicator 1,
instead four years later. Access to unemployment benefits and other social security programs
that are funded by the government and taxes is politically controversial. Many do not want
their taxes to be spent on programs being disproportionately used by those who are not
them, individually and culturally. As mentioned eatlier, the literature on unemployment ben-
efits for migrants does generally agree that migrants do use these programs more; see (Ny-
man and Ahlskog, 2018), which does make allowing migrants access to unemployment ben-
efits politically controversial. Many hold the view that if one has not been paying taxes for
these programs for a long time or at all then they should not receive benefits. Since migrants
use these programs more often there may be a misconception that this is hurting the budget
and the future availability of these funds to natives despite empirical evidence to the contrary.
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Indicator 2 is the indicator that changed the least in Table 5. Italy was the only country
to make policy changes surrounding migrant access to the public sector from 2007-2019. In
2013, the law changed from certain public sectors being only for citizens to those with a
long-term or EU permit being able to be civil servants on the same conditions as EU citizens.
What the law was changed to is the case in most EU countries, and it seems as though Italy
was catching up. There are still countries where certain public sectors are restricted to citi-
zens.

From 2007-2019, three countries made no changes in their labor market mobility policy
covered by these nine indicators. They are the Czech Republic, Luxembourg, and Romania.

Table 5. Indicator Changes

Indicator Changes

Number Coun-  Total Num- Number of Number of

Indicator tries that ber of Positive Negative

Changed it Changes Changes Changes
1 11 12 9 3
2 1 1 1 0
3 3 3 2 1
4 2 2 2 0
5 4 4 3 1
6 5 5 5 0
7 9 9 7 2
8 4 5 4 1
9 4 6 4 2

Source: MIPEX, 2020a)

Since there were many changes during this time period, it can be interesting to see the
changes in the highest and lowest scores and therefore the theoretically best and worst coun-
tries in the EU for migrant labor market mobility.

5.3 Best and Worst Countries for Labor Market Mobility

Having the highest labor market mobility score implies that that country has the most equal
labor market in the EU for migrants as compared to EU citizens. Table 6 shows that the
highest score stayed consistent at 94 for the time period 2007-2019, though the country that
held the highest score changed. It started off in 2007 as Sweden and stayed that way until a
tie emerged in 2009 with Portugal. In 2009, Portugal began recognizing academic qualifica-
tions acquired abroad by migrants in the same way as for citizens. In 2010, Sweden intro-
duced greater restrictions on study grants for migrants thus breaking the tie making Portugal
hold the highest score for the rest of the time frame. Portugal holds scores of 100 every year
in Indicators 1, 2, 3, 4, 5, 8, and 9 with indicator 6 achieving 100 in 2009. This makes Indicator
7 the only area Portugal can improve on.

Having the lowest labor market mobility score implies that that country has the least
equal labor market in the EU for migrants as compared to EU citizens. Table 6 shows that
the lowest score rotated between 11 and 17 from 2007-2019. It started off in 2007 as Slovakia
until a tie emerged in 2012 when Slovakia’s score rose to 17 due to allowing those on only a
family reunion permit to enter the labor market and tied with Hungary whose score had been
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17 since the start of the time period. However, the next year, 2013, Slovakia removed the law
allowing those on only a family reunion permit to enter the labor market without applying
for more permits thus reducing the score back to 11. From 2013 the country with the lowest
score remained Slovakia, but the score did rise back to 17 in 2016 due to the introduction of
a procedure to recognize TCNs’ diplomas whereas there never was one before, but it is still
not equal to EU citizens. Slovakia holds scores of 0 every year in Indicator 1, except in 2012,
and Indicators 2, 3, 4, 7, 8, and 9. The only indicator with a score of 100 is Indicator 5.

This implies that Portugal as of 2019 has the most equal labor market for migrants
whereas Slovakia has the least equal labor market for migrants. If true, this could imply that
the employment rate for migrants in Portugal is higher than in Slovakia. Additionally, as was
previously mentioned, Portugal was the only Western EU country with no poverty gap be-
tween migrants and citizens, labor market policies may play a role in this. Portugal also has
very small to no employment gap when including discouraged workers during this time pe-
riod. This is uncommon as the average is -8.6% meaning migrant employment is on average
8.6% lower than EU citizen employment when using the population instead of the labor
force. In western Europe, this figure is often lower than -8.6%, i.e., it is always around -25%
in the Netherlands, and it is often positive in central and eastern Europe.

Table 6. Best and Worst Labor Market Mobility Scores

Best and Worst Labor Market Mobility Scores

Highest Highest Score — Lowest Lowest Score —

Score Country Score Country
2007 94 SE 11 SK
2008 94 SE 11 SK
2009 94 SE, PT 11 SK
2010 94 PT 11 SK
2011 94 PT 11 SK
2012 94 PT 17 SK, HU
2013 94 PT 11 SK
2014 94 PT 11 SK
2015 94 PT 11 SK
2016 94 PT 17 SK
2017 94 PT 17 SK
2018 94 PT 17 SK
2019 94 PT 17 SK

Source: MIPEX, 2020a)

5.4 Individual Country Cases

Having discussed the broad changes, three countries have been selected for a deeper discus-
sion of their recent migrant labor market policy history and changes. These countries are
Greece, Hungary, and the Netherlands. Greece was chosen as it had the largest increase in
its labor market mobility score. Hungary was chosen as it represents an average case for
former Soviet satellites that have joined the EU. The Netherlands was chosen because it had
the largest decrease in its labor market mobility score. These countries are all also regionally
different as Greece is in southern Europe, Hungary is in central Europe, and the Netherlands
is in western Europe. Going deeper into the history of migration, migrant labor market policy
changes, and attitudes towards migrants in these countries can help explain the why their
labor market scores change while representing some unique and general cases.
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5.4.1 Greece

Greece has seen the sharpest changes in its migrant labor market mobility score during the
period under scrutiny. In the 1990s, there was a large influx of migrants to Greece and Greece
did not have a proper legal framework or systems of migration management to handle it at
the time. Thus, a law was enacted in 1991 restricting migration to Greece in which the only
way into the labor market was to have a proper permit before arrival (Kiprianos, Balias and
Passas, 2003). This did not curb illegal migration though and in fact increased it resulting in
high deportation rates. The first regularization program came in 1997 (Kiprianos, Balias and
Passas, 2003). It is not thought to be well designed and makes it difficult for migrants to be
regularized, but prior to this, deportation was essentially the only way Greece handled mi-
grants, so it was seen as a step forward. In 2001, restrictive legal migration channels were
introduced, and the regularization program became larger and more comprehensive (Tti-
andafyllidou, 2009). Migrants gained right in areas such as the right for a translator in the
migration process as well as migrant children’s access to Greek education (Triandafyllidou,
2009). The labor market, however, was not helped. Certain aspects of the new immigration
law, such as the need to renew visas every year, neglected the needs of the Greek labor mar-
ket to fill positions in a relatively short time. In 2004 this law was changed to needing to
renew visas every two years, but the limited duration, and the general policy orientation of
the Greek government was not conducive to creating sustainable migrant labor policy. It
then became a priority to help regularization and labor market mobility after a substantial
review of Greek law concerning immigrants in 2006 (Triandafyllidou, 2009).

Greece had the largest increase in their labor market mobility score from 39 in 2007 to
61 1n 2019, an increase of 22 points. In 2009, Indicator 1’s score changed from 50 to 100 due
to providing full labor market access to those on a family reunion permit making the overall
score 44. In 2014, Indicator 3 went from 0 to 100. The New Code of Immigration and Social
Integration integrated the residence permit for dependent employment and independent
work. It also states that the holder of a residence permit for dependent employment may
exercise, under some specific provisions, an independent economic activity only if they ob-
tain a long-term residence permit. Prior to this TCNs had to apply for self-employed activity
and were required to submit a business and viability plan proving that such activity would
contribute to the development of the Greek economy and must deposit €60,000 in a recog-
nized bank, and some professions were reserved solely for Greek citizens. This change made
the overall score 56. Finally, in 2019 Indicator 7 went from 0 to 50. The State Agency for the
Unemployed implemented training and programmes for employers to encourage hiring
TCNs and TCNs became allowed to register with this agency which removes obstacles prov-
ing permanent residence. This made their overall score 61.

5.4.2 Hungary

Prior to 1989, Hungary was a Soviet satellite and both immigration and emigration were
highly restricted. Entrance was generally only granted to those from other parts of the Soviet
Union and, even then, it was not common. After the fall of the Soviet Union in 1989, Hun-
gary reverted back to the immigration laws from its 1949 constitution (DEMIG, 2022). The
law changes immediately following this were focused on allowing Hungarians to travel and
live abroad if they wanted as well as returning Hungarian citizenship to those who lost it
during Soviet occupation. So, altering immigration policy was put off. A governmental office
for migration affairs, outside of refugees, was not established until 1993 (DEMIG, 2022). In
1991, a law was passed stating migrants need a work permit to work in Hungary. One cannot
move to Hungary and look for work as work permits are issued for specific jobs and only if
there is not a qualified Hungarian who applied (DEMIG, 2022). 1993 saw an increase in the
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time period to be living in Hungary before being allowed to apply for citizenship as well as
stricter qualifications to become a Hungarian citizen. These restrictive law changes were in
response to the high influx of people fleeing the Balkans and entering Hungary during the
Yugoslav Wars during which anti-immigrant sentiment began to take hold (DEMIG, 2022).
1996 saw the greater specification of the previously mentioned law passed in 1991 stating
that foreigners who travel to Hungary with the purpose of working there must obtain an
employment visa or an income earning activity visa before entering Hungary, regardless of
the length of their stay there (DEMIG, 2022). A Hungarian work permit can be issued only
if there is no one who is a citizen or already has a work permit that applied with relevant
qualifications to fill the post. Employers became obliged to register their labor force demand
60 days in case of seasonal or occasional employment, or 30 days otherwise prior to the
submission of the application for an employment permit (DEMIG, 2022). 1999 saw further
labor market mobility restrictions when a quota was introduced on temporary work permits
depending on previous period vacancies but stated executives of foreign companies no
longer needed temporary work permits (DEMIG, 2022). In 2000, in order to gain EU acces-
sion, Hungary became required to bring its legislation on migration in line with the EU’s
legislation. After this citizenship requirements eased, the existing regime on immigration was
consolidated, and the right to appeal rejected permits was introduced before accession in
2004 (DEMIG, 2022). Greater policy consolidation and specifications were made between
2004 and 2007 when Hungary gained Schengen zone entry. Despite the growing anti-immi-
gration sentiment of the people of Hungary as well as the Fidesz party which has been in
power since 2010, Hungary’s labor market mobility continues to improve to keep up with
EU regulations.

Hungary represents an average case for central and eastern Europe with its score
going from 17 in 2007 to 37 in 2019. Like most of central and eastern Europe, if there was
a change in score it was a change of around 20 points. Additionally, many Indicators still
hold a score of 0 or are rising from 0. In 2014, Indicators 4, 5, and 8 rose from 0 to 50, 0 to
33, and 0 to 50 respectively. For Indicator 4, long-term residents, refugees, and subsidiary
protected and people employed with a single permit? became entitled to public employment
services. For Indicator 5, single permit holders became entitled to participation in higher
education under the same terms as Hungarian citizens. Long-term residents and refugees
already had this right. Additionally, eligibility for study grant became dependent on the status
of the student and not on the type of residence permit. For Indicator 8, long-term residents,
refugees, stateless persons, Blue-Card? holders, and employees with a single permit have
equal access to social security. TCNs with other residence permits are not entitled to social
security access. In 2016, Indicator 1 rose from 0 to 50. There became no need of a work
permit for employees leased by a temporary job agency registered in any of the European
Economic Area (EEA) countries outside Hungary to a Hungarian employer. A work permit
is not needed if the employer is leased by a temporary work agency, the employee is a citizen
of a neighboring country, the job agency is registered in an EU member state, and the job
the employee is hired for is on the list of preferred positions issued by the Minister of Eco-
nomic Affairs. Additionally, TCNs whose residence is in a neighboring country can be em-
ployed without a work permit in certain jobs declared every year by the responsible minister.

2 “The single permit is a residence permit allowing a third-country national to entet into a contract for employ-
ment relationship with an employer and to reside legally in the territory of Hungary for the purpose of work.”
(National Directorate-General for Aliens Policing, 2020)

3 “The EU Blue Card is a residence permit for highly qualified employment of third country nationals in the
European Union.” (EU Blue Card, 2021)
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5.4.3 The Netherlands

Overall, there was a loss of targeted economic integration measures for migrants as well as a
decline in the accessibility to the labor market in the Netherlands. The previously held idea
of integration while preserving ethnic identity became criticized in the 1990s because it might
contribute to the unemployed and segregated position of many first- and second-generation
migrants (de Koster, Achterberg and van der Waal, 2012). So, the 1990s saw emphasis being
put on reducing unemployment and welfare dependency, particularly through improving la-
bor market participation for migrants (Ho, 2013). The Netherlands began having a surplus
of immigrants in the 1960s, but it was not until 1998 that the Dutch government officially
acknowledged that the Netherlands had become a country of immigration (Ho, 2013). This
led to increased debates in parliament about immigration as a problem. Many political parties
disliked the idea of having a large immigration surplus in the Netherlands. Official policy
considered immigration as a temporary phenomenon at the time (Ho, 2013). This debate
became more common and began to have a stronger sense of urgency to it after the Septem-
ber 11, 2001 terrorist attacks in the US with more average Dutch citizens opposing immigra-
tion and multiculturalism (de Koster, Achterberg and van der Waal, 2012). In 2002, for the
first time in Dutch political history, issues of immigration and immigrant integration played
a dominant role in local and national elections and in the Dutch political debate (Ho, 2013).
After the 2002 elections, integration policies became focused more on assimilating and im-
migration policies became more selective (Ho, 2013). From there policies improved only for
highly skilled migrants with at least a master’s degree as permits became easier to receive
(Ho, 2013). The Dutch government prefers stimulating labor market participation of women
and older employees over inviting foreign workers to the Netherlands, particularly after 2001.

The Netherlands had the largest decrease in its labor market mobility score. The score
went from 87 in 2007 to 65 in 2019, but at one point had an overall score of 59. This is a
drop of 22 points, a true exception as most countries scores rose and those who did decline,
other than the Netherlands, declined by no more than six points. In 2011, Indicators 7 and
8 both went from 100 to 0. National targeted migrant labor integration programs were cut
to subsidize migrant-specific training and policies related to all areas of integration. Since the
passage of the Act on Integration, integration was the responsibility of the migrant alone.
Migrants in principle only get an intake to define whether they fall into the scope of the
integration act. If they are obliged to integrate, they have to do an integration exam within
three and a half years after their arrival. Courses for the exam are run by private organizations
and are self-funded. No specific policies target the employability of TCNs but instead policies
do not discriminate between EU citizens and TCNs. The idea is that improving general labor
market access will improve it for all. In 2014, it was recognized that Indicator 8 needed to be
improved as the labor market participation of women and youth migrants was declining, but
no act was adopted for another five years. In 2013, Indicator 1’s score dropped from 100 to
50. Prior to 2013 a labor market permit could be renewed, and no new labor market test
would be applied. However, from 2013 on, the labor market permit will only be provided
for a maximum of one year, which is down from three, and will be subject to a renewed labor
market test. There is no possibility to renew the same labor market permit, and a new permit
will have to be requested each time. In 2019, they achieved part of their goal of reintroducing
specific labor market integration for migrant women and youths by providing it for youths
raising their score to 65.

The next chapter will explain the quantitative methodology; data sources can be found
in Appendix 1.
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Chapter 6
Methodology

6.1 Econometric Model

As mentioned in Chapter 3, to analyze the relationship between migrant labor market policies
and the migrant employment rate (both variants) and the migrant-non-migrant employment
gap (both variants), this paper uses a panel data approach. This approach combines times
series and cross section data which increases the number of observations, and which should
allow for more control over country level heterogeneity. Panel data models also help control
for unobservable factors that could interfere with the results if only time series or cross-
sectional data is used. This helps avoid spurious regressions. A fixed effects model will be
used, this will ensure that there are country fixed effects to further control for country level
differences. Additionally, year fixed effects are included to control for year-to-year differ-
ences that can affect migrant employment. The estimated models for this paper are as ex-
plained and shown in the next section.

6.1.1 Equations

Below are the equations of the macro model of employment along with definitions for
the variables in Table 7.

1: MigrantEmployment, = po + ilaborMarketScore; + B2GDPGrowthy + fslnterestRates + Pilnfla-
tion; + PsY ear+ BsCountry; + &;

2: EmploymentGapi; = o + pilLaborMarketS cores + f2GDPGrowth;, + BslnterestRate; + Bidnflation;
+ fsYear, + fsCountry; + &;

3: MigrantEmployment, = o + ilndicator1-50; + SoIndicator1-100; + (slndicator3-50;+ fidndica-

tor3-100; + Bslndicator5-33,+ Bslndicator5-67+ [7Indicator5-100; + Bslndicator7-50;+ Polndica-

tor7-100; + Brolndicator9-50, + Biilndicator9-100; + B12GDPGrowth; + BisInterestRate, + rdnfla-
tioniy + PrsYear; + BrsCountry; + e

4: EmploymentGapy = o + Bilndicator1-50; + Bolndicator1-100; + fslndicator3-50; + Sddndicator3-
100, + Pslndicator5-33,;+ Bslndicator5-67,+ [-Indicator5-100; + Pslndicator7-50; + Polndicator?-
100 + Brolndicator9-50;+ Brilndicator9-100;, + B12GDPGrowthy + BisInterestRate; + Brdnflation; +
BisYear,+ BisCountry; + &;

Table 7. Variable Definitions

itswttaRitsiteyynstsstill [ mployed Non-EU28 migrants in the EU country as a share of
Non-EU28 migrants in the labor force (standard definition of the
employment rate)

MigrantEmploy- Employed Non-EU28 migrants as a share of the total working
ment_Alternative; age Non-EU28 migrant population in order to include potentially
discouraged workers (alternative definition of the employment
rate)
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EmploymentGap;

Employ-
mentGap_Alterna-
tive;
LaborMarketScore;

AdjustedLaborMar-

ketScore;
Indicator1-50;

Indicator1-100;

Indicator3-50;
Indicator3-100;

Indicator5-33;

Indicator5-67;

Indicator5-100;

Indicator7-50;

Indicator7-100;

Indicator9-50;

Indicator9-100;

Indicator9-50&100;

GDPGrowth;

InterestRate;

Inflation;

Year,

Country;

Migrant employment rate — EU citizen employment rate based on
the standard definition of the employment rate

Migrant employment rate based on working age population — EU
citizen employment rate based on working age population

MIPEX labor market mobility score (average of the 9 indicators)

Average of Indicators 1, 3, 5, 7, and 9

Dummy of Indicator 1 with value 50 (immediate access to the
labor market)

Dummy of Indicator 1 with value 100 (immediate access to the
labor market)

Dummy of Indicator 3 with value 50 (access to self-employment)

Dummy of Indicator 3 with value 100 (access to self-employment)

Dummy of Indicator 5 with value 33 (access to education, voca-
tional training, and study grants)

Dummy of Indicator 5 with value 67 (access to education, voca-
tional training, and study grants)

Dummy of Indicator 5 with value 100 (access to education, voca-
tional training, and study grants)

Dummy of Indicator 7 with value 50 (economic integration
measures of TCNs)

Dummy of Indicator 7 with value 100 (economic integration
measures of TCNs)

Dummy of Indicator 9 with value 50 (access to social security and
assistance)

Dummy of Indicator 9 with value 100 (access to social security
and assistance)

Dummy of Indicator 9 with values 50 and 100 (access to social
security and assistance)

Annual percentage growth rate of GDP at market prices

Long-term interest rate (unspecified rate type, debt security is-
sued, 10 years maturity, new business coverage, unspecified coun-
terpart sector), averaged from monthly data

Annual percentage change in the cost to the average consumer of
acquiring a basket of goods and services (consumer price index,

CPI)

Year fixed effects

Country fixed effects

Since the dependent variables are continuous, OLS regressions are used to estimate the
various panel data fixed effects models. A few comments are in order. Since, not all countries
have observations for every variable in each year of interest, estimates are provided for an
unbalanced panel, and then with only the countries in which there are complete observations
in each variable for each year of interest, that is, a balanced panel. The countries without
complete data and therefore not included in the regressions with the balanced panel are Bul-
garia, Estonia, Lithuania, Romania, and Slovakia.
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The first two equations relate to the overall labor market score. In addition to the de-
pendent variables below, versions of the equations with the alternative employment rate and
employment gap are run. An adjusted labor market score variable will be used with each
dependent variable as well. This adjusted labor market score variable will include six out of
the nine indicators as due to limited variations in the data, only six indicators are used in the
final two equations (disaggregated labor market policy scores).

In the last two equations, the labor market score variable is disaggregated to see if policy
changes in specific indicator categories have a statistically significant effect on the four de-
pendent variables mentioned previously. This can be useful to policymakers when trying to
determine which area of migrant labor market policy to focus on in order to better help
increase migrant employment and/or decrease migrant employment gaps. It can also see how
much the score changes matter. It may be that a change from a score of 0 to that of 100 has
a significant effect on migrant employment rates while that of O to 50 does not or vice versa.
The level to which the policy has changed may matter as well. Going from 0 to 50 implies
going from no access in a certain indicator area, i.e., immediate labor market access, to some
access. Whereas 0 to 100 implies going from no access to full access. One may have a greater
effect. As can be seen below, Indicators 2, 4, 6, and 8 have been excluded. This is due to
lack of variation in the data as well as the overlap between Indicators 7 and 8. In the bal-
anced panel, there is not much variation in the data for Indicator 9 and therefore the variable
Indicator9-50&100 will be used as it combines the values for 50 and 100. The indicator
variables are dummy variables that always reference the variable that represents the zero
value of its indicatort, i.e., Indicator1-50 and Indicator1-100 use Indicator1-0 as a reference
point since the indicators are not continuous values. In the results table, the indicators will
be presented as their definition and indicator number in parentheses with the value, i.e., 50,
next to it.

There is potential endogeneity between the employment rates and the overall labor
market scores and indicator scores. It could be the case that a country has a very low em-
ployment rate for its migrants, and this then led to the opening of migrant labor market
policies. Due to this, the regressions should be viewed as exploratory, and the estimates in-
terpreted as correlations and should not be interpreted as causal effects.

6.2 Summary Statistics

Table 8 shows the descriptive statistics for the unbalanced panel data. The 2007-2019 EU
averages and standard deviations of the four dependent variables should be noted. The av-
erage migrant employment rate is 84.7% while the figure is 58.11% for the alternative migrant
employment rate. In contrast the corresponding figures for non-migrants are 91.7 and
06.28%. Thus, the average employment gap between migrants and EU citizens is about 7%
based on the traditional employment measure and slightly higher (8.6%) based on the alter-
native employment gap. The main variables of interest, the labor market score, has an average
of 50.47 with a standard deviation of 20.94 showing that countries vary greatly in their mi-
grant labor market policy openness. For the other variables, reflecting stable economic con-
ditions, GDP growth, inflation, and interest rates over the period average 1.8%, 1.9%, and
3.4%, respectively.
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Table 8. Descriptive Statistics for Unbalanced Panel

Variable Obs Mean Std. Dev. Min Max
LaborMarketScore 351 50.47 21.78 11 94
AdjustedLaborMar- = 35, 50.929 20.941 16.667 91.667
ketScore
TOtalEmplgiY)edMgm“ 328 | 32952226 | 546983.08 2200 2549800
TowlMigrantlabor- 135, | 39704337 | 663811.87 2300 2819200
Force (#)
ToralWorkingAgeMi- | 335 | 504068 66 | 981451.12 2300 4427200
grantPopulation (#)
MlgrantE(g/r:floymem 328 84.7 8.33 59.542 98.131
MigrantEmploy- 323 58.11 9.48 36.179 82.114
ment_Altnerative (%)
TorlbimployedBUCHt- | 3511 7650016 | 9616638.1 152100 38515300
zens (#)
TonlBUCitizenLabor- | 55y 1 g3468460 | 10373277 162600 39645600
Force (#)
EUCitizenEmploymen- |55 91.74 4.42 73.28 97.9
tRate (%)
ToalWorkingAgeEU- 1550 | 11547506 | 14065804 275000 50716500
CitizenPopulation (#)
EUCitizenEmploy- - 55 66.28 6.319 49.01 79.399
ment_Alternative (%)
EmploymentGap (%) | 328 26.994 6.892 32.39 8.533
EmploymentGap_Alter- | - 5, 8.6 1131 -30.79 20.877
native (%)
GDPGrowthRate (%) | 351 1.822 3.696 14.84 25.18
Inflation (%) 351 1.922 2.083 448 15.402
InterestRates (%) 338 3.353 2.664 ~2525 22.498
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Chapter 7
Results & Discussion

7.1 Labor Market Score Equations

The results of the unbalanced, fixed effects panel data analysis using the labor market score
variable are shown below in Table 9. Table 10 shows the results with the balanced, fixed
effects panel data analysis.

Table 9. Labor Market Score, Unbalanced Panel

ey @ ) 4)
MigrantEm- MigrantEim- Employ- Employ-
ployment_Al- mentGap_Al-
ployment . mentGap .
ternative ternative
LaborMar- 0.0274 -0.0459 -0.0148 -0.1336"
ketScore
(0.0550) (0.0620) (0.0452) (0.0533)
GDPGrowthRate -0.176 -0.234" -0.173" -0.197"
(0.110) (0.124) (0.0893) (0.105)
Inflation 0.479™ 0.448" 0.0175 0.0640
(0.207) (0.233) (0.168) (0.199)
InterestRates -1.316™ -1.097" -0.496™ -0.418"
(0.177) (0.199) (0.144) (0.169)
_cons 0.946™" 0.665™" -0.0211 0.0236
(0.0330) (0.0381) (0.0273) (0.0325)
N 315 310 315 310
R? 0.398 0.264 0.107 0.124

Notes: Standard errors in parentheses; Year and country fixed effects are included in all regressions; * p < 0.10,
“p < 0.05," p<0.01.
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Table 10. Labor Market Score, Balanced Panel

0 N ® @
MigrantEm- MigrantEm- Employ- Employ-
ployment_Al- mentGap_Al-
ployment . mentGap .
ternative ternative
LaborMar- -0.0468 -0.0397 -0.0234 0.1194”
ketScore
(0.0547) (0.0632) (0.0431) (0.0536)
GDPGrowthRate -0.0585 -0.157 -0.0800 -0.151
(0.112) (0.129) (0.0881) (0.110)
Inflation 0.543" 0.572" 0.0974 0.181
(0.213) (0.246) (0.168) (0.209)
InterestRates -1.308™ -0.949™ -0.470™ -0.293
(0.178) (0.206) (0.140) (0.174)
_cons 0.944™ 0.645™ -0.0305 -0.00136
(0.0336) (0.0388) (0.0265) (0.0329)
N 286 286 286 286
R’ 0.425 0.247 0.114 0.126

Notes: Standard errors in parentheses; Year and country fixed effects are included in all regressions; * p < 0.10,
™ p<0.05," p<0.01.

Both sets of estimates, balanced or unbalanced, yield similar results. Since the larger,
unbalanced sample yields more efficient results, the discussion below focuses on the results

in Table 9.

As shown in columns 1, 2, and 3 of Table 9, the relationship between the labor market
score variable and migrant employment outcomes is negative but statistically insignificant.
The only specification where there is a significant effect is the role of the labor market score
in reducing the employment gap between non-EU migrants and EU citizens (column 4, Ta-
ble 9). This specification may be considered a preferred specification as it takes into account
the possibility of discouraged workers and due to its focus on the relative difference between
migrant and non-migrants it accounts for factors that affect the employment rates of both
groups equally. The result indicate that if the overall labor market score rises by a point, then
the employment gap declines by 0.1336 percent. During this period, the average increase in
the labor market score (indicating more migrant friendly policies) was 6 which translates into
a 0.8016 percent reduction in the employment gap. Given that the mean employment gap is
8.6 percentage points (see Table 8) this translates into an effect of 9.32 percent at the mean
(0.8016/8.6%100). These results suggest that greater openness in labor market policies works
towards reducing the employment gap between migrants and non-migrants but labor policy
related factors, at best, account for about 9-10 percent of the gap. This is not trivial but at
the same time indicates the limits of policy in eroding the gap.

With regard to the other variables, based on the estimates in column 4, Table 9, an
increase in GDP growth works towards reducing the migrant employment gap. A one per-
cent increase in GDP growth translates into a 0.197 percent reduction in the gap. The mean
GDP growth rate during this period was about 2%, thus, at the mean, the increase in GDP
growth helped reduce the migrant employment gap by 4-5 petcent (0.197%2/8.6¥100).

Unlike the effect of GDP, inflation had more of an unexpected relationship (not con-
sistent with the long-run Phillips curve) with the dependent variables. Based on the estimates
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in column 1, Table 9, a one percent rise in inflation translates into a 0.479 percent rise in
migrant employment. This is in favor of the short run Phillips curve for inflation and unem-
ployment.

As has been theorized, a rise in interest rates may lead to a decline in employment
through its effect on the cost of borrowing/investment. This effect is found actoss all the
models and a rise in interest rates tends to translate into a reduction in migrant employment
(see, for instance, Table 9, columns 1 and 3). However, there is an interesting twist. The
estimates in columns 2 and 4 show that a rise in interest rates works towards decreasing the
migrant employment gap (a 1 percent increase in interest reduces the migrant employment
gap by 0.42 percent) suggesting that the negative effect of a rise in interest rates has a larger
negative employment effect on non-migrants as opposed to migrants and thus translates into
a reduction in the migrant employment gap. It is also consistent with the idea that in times
of rising interest rates and rising cost of doing business, employers may resort to substituting
potentially cheaper migrant labor in place of non-migrant labor.
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7.2 Adjusted Labor Market Score Equations

The results of the unbalanced, fixed effects panel data analysis using the adjusted labor mar-
ket score variable are shown below in Table 11. Table 12 shows the results with the balanced,
fixed effects panel data analysis. This adjusted labor market score was created since it is the
average of the indicators used in the indicators based regressions (Tables 13 and 14). These
estimates are provided as a prelude to the more disaggregated regressions which are based
on the limited set of labor market policy indicators (1, 3, 5, 7, 9) that display variation over
time. The main point coming out of Tables 11 and 12 is that the effects of the regressions
based on adjusted labor market score are not very different from the estimates reported in
Tables 9 and 10. The effect of the adjusted labor market score on reducing the employment
gap is negative and of the same magnitude as in Table 9.

Table 11. Adjusted Labor Market Score, Unbalanced Panel

0 e ) @
MigrantEm- MigrantEim- Employ- Employ-
ployment_Al- mentGap_Al-
ployment . mentGap .
ternative ternative
AdjustedLabor- -0.041 -0.037 -0.026 0.1085"
MarketScore
(-0.88) (-0.71) (-0.69) (-2.43)
GDPGrowthRate -0.179 -0.235 -0.175 -0.200°
(-1.63) (-1.90) (-1.906) (-1.90)
Inflation 0.451™ 0.447 -0.00277 0.0577
(2.17) (1.90) (-0.02) (0.29)
InterestRates -1.323™ -1.099™ -0.502" -0.423"
(-7.47) (-5.52) (-3.49) (-2.50)
_cons 0.953™ 0.660™ -0.0148 0.0107
(32.16) (19.63) (-0.62) (0.38)
N 315 310 315 310
R’ 0.399 0.264 0.108 0.123

Notes: # statistics in parentheses; Year and country fixed effects are included in all regressions; * p < 0.10, ™ p
< 0.05, " p < 0.01.
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Table 12. Adjusted Labor Market Score, Balanced Panel

0 e ®) @
MigrantEm- MigrantEm- Employ- Employem-
ployment_Al- entGap_Alter-
ployment . mentGap :
ternative native
AdjustedLabor- -0.0738" -0.0237 -0.045 -0.082"
MarketScore
(-1.90) (-0.53) (-1.47) (-2.15)
GDPGrowthRate -0.0619 -0.157 -0.0822 -0.154
(-0.56) (-1.22) (-0.94) (-1.40)
Inflation 0.455" 0.572" 0.0380 0.159
@.11) (2.28) (0.22) (0.75)
InterestRates -1.3317 -0.951™ -0.485™ -0.305
(-7.49) (-4.61) (-3.46) (-1.74)
_cons 0.959™ 0.636™ -0.0186 -0.0216
(36.66) (20.95) (-0.90) (-0.84)
N 286 286 286 286
R’ 0.432 0.247 0.121 0.125

Notes: # statistics in parentheses; Year and country fixed effects are included in all regressions; * p < 0.10, ™ p
< 0.05, " p < 0.01.
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7.3 Indicators Equations

The results of the unbalanced, fixed effects panel data analysis using the indicators variables
are shown below in Table 13. Table 14 shows the results with the balanced, fixed effects
panel data analysis. These indicator variables are a breakdown of the labor market score ex-
cluding indicators without enough data variation and are used in order to identify important
areas of migrant labor market policy.

Table 13. Indicators, Unbalanced Panel

0 e ®) @
MigrantEm- MigrantEm- Employ- Employ-
ployment_Al- mentGap_Al-
ployment . mentGap .
ternative ternative
Indicator1-50
(immediate ac- -0.0962 2.6785" 1.6045" 1.3984
cess to the labor
market)
(1.0984) (1.2849) (0.9313) (1.1151)
Indicator1-100
(immediate ac- 4.9315” -2.4407 4.0215” 53167
cess to the labor
market)
(1.9629) (2.2962) (1.6641) (1.9928)
Indicator3-50 0.1056 3.6322 1.8638 5.0541"
(access to self-
employment) (2.00306) (2.3439) (1.6987) (2.0342)
Indicator3-100 -8.9181™ -5.4875" -3.237 -0.7348
(access to self-
employment) (2.0105) (2.3522) (1.7045) (2.0414)
Indicator5-33
(access to educa-
tion, vocational 4.9904™ 1.6439 2.34006 -1.5337
training, and
study grants)
(2.3815) (2.7871) (2.0191) (2.4189)
Indicator5-67
(access to educa-
tion, vocational -6.76617 -2.46 -10.205™ -6.7233
training, and
study grants)
(3.9965) (4.6788) (3.3883) (4.0605)

Indicator5-100
(access to educa- -0.6444 -0.8532 -3.1282 -3.6757
tion, vocational
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training, and

study grants)
(3.0604) (3.5861) (2.5947) (3.1122)
Indicator7-50
(economic inte- -1.5653 1.6977 -0.491 -0.8169
gratlon measures
of TCNs)
(1.0062) (1.1772) (0.85306) (1.0217)
Indicator7-100
(economic inte- 718327 5.695" 4.0803" 3.9331
gratlon measures
of TCNs)
(2.6459) (3.0953) (2.2433) (2.6863)
Indicator9-50
(access to social 1.248 -1.854 -0.33214 1.6389
security and assis-
tance)
(1.4436) (1.6886) (1.2239) (1.4655)
Indicator9-100
(access to social 7.2581" 213,941 -2.5702 -10.115™
security and assis-
tance)
(3.8338) (4.4871) (3.2503) (3.8942)
GDPGrowthRate -0.129 -0.176 -0.165" 0.212"
(0.105) (0.123) (0.0890) (0.107)
Inflation 0.564™ 0.497" -0.0299 -0.00581
(0.234) (0.275) (0.198) (0.238)
InterestRates 1.236™ 20.996™ 0.493™ 0.413"
(0.170) (0.199) (0.144) (0.172)
_cons 0.989™ 0.682" 0.0219 0.0253
(0.0365) (0.0430) (0.0310) (0.0373)
N 315 310 315 310
R? 0.503 0.341 0.196 0.184

Notes: Standard errors in parentheses; Year and country fixed effects are included in all regressions; * p < 0.10,
™ p<0.05"" p<0.01.
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Table 14. Indicators, Balanced Panel

0 " ®) @
MigrantEm- llhgrantErRi Employ- Erré)loylﬂ
ployment P oyrnenF_ - mentGap ment aP_ i}
ternative ternative
Indicator1-50
(immediate ac- 0.1351 3.1727" -1.7719” -1.5052
cess to the labor
market)
(1.0472) (1.2544) (0.8655) (1.0978)
Indicator1-100
(immediate ac- 4.4994" -1.7946 -4.0902° -5.35497
cess to the labor
market)
(1.8549) (2.2219) (1.5331) (1.9445)
Indicator3-50
(access to self- 1.6464 7.0506™ 2.289 7.0602™
employment)
(2.03806) (2.4419) (1.6848) (2.137)
Indicator3-100
(access to self- -10.598™ -7.2916™ -4.2323" -2.112
employment)
(2.0882) (2.5013) (1.7258) (2.189)
Indicator5-33
(access to educa-
tion, vocational 4.6349 3.5424 -0.2297 -3.329
training, and
study grants)
(2.6544) (3.1796) (2.1938) (2.7820)
Indicator5-67
(access to educa-
tion, vocational -8.3147" -0.3802 -11.204™ -4.9826
training, and
study grants)
(3.9052) (4.6779) (3.2270) (4.0938)
Indicator5-100
(access to educa-
tion, vocational -1.8368 0.8592 -3.8141 -2.1681
training, and
study grants)
(3.0431) (3.6453) (2.5151) (3.1901)
Indicator7-50 -1.7381° -1.5285 -0.62003 -0.6712

(economic
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integration
measures of

TCNs)
(0.9462) (1.1334) (0.782) (0.9919)
Indicator7-100
(economic inte- 7.0092° 5.0375" 4.0852" 3.5972
gration measures
of TCNs)
(2.4862) (2.9781) (2.0548) (2.6063)
Indicator9-
50&100
(access to social -1.2598 -1.9047 0.6339 -0.483
security and assis-
tance)
(1.5428) (1.8481) (1.2751) (1.6173)
GDPGrowthRate -0.0342 -0.114 -0.0670 -0.152
(0.1006) (0.127) (0.0877) (0.111)
Inflation 0.498" 0.629" -0.0446 0.129
(0.244) (0.293) (0.202) (0.256)
InterestRates -1.291™ -0.817 -0.518™ -0.271
(0.171) (0.205) (0.141) 0.179)
_cons 0.967" 0.597" 0.0130 -0.0329
(0.0343) (0.0411) (0.0284) (0.0360)
N 286 286 286 286
R? 0.544 0.357 0.226 0.206

Notes: Standard errors in parentheses; Year and country fixed effects are included in all regressions; * p < 0.10,
“p < 0.05," p<0.01.

Both sets of estimates, balanced or unbalanced, yield similar results. Since the larger,
unbalanced sample yields more efficient results, the discussion below focuses on the results
in Table 13. The focus of the discussion will be on the employment gap between non-EU
migrants and EU citizens (column 4, Table 13). To reiterate, this specification is preferred as
it considers the possibility of discouraged workers and since it focuses on the relative differ-
ence between migrant and non-migrants it accounts for factors that affect the employment
rates of both groups equally.

The disaggregated labor market policy score yields three findings. First, with regard to
the alternative employment gap, an increase in access to labor markets (Indicator 1) from a
score of 0 to 100 is associated with a 5.3 percent decline in the employment gap. The mean
gap in the data set during this time period is 8.6 percent, suggesting that a substantial pro-
portion (62%) of the gap may be eliminated if migrants have open access to the labor market.
This makes sense as having the right to work upon arrival, should make finding employment
easier and thus reduce the employment gap. Second, Indicator 5, access to education, voca-
tional training, and study grants, works towards reducing the employment gap. The results
indicate that an increase in the score from 0 to 67 is associated with a reduction in the em-
ployment gap. The magnitude is large but not very precisely estimated. Finally, (Indicator 9),
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access to social security and assistance is also associated with a sharp decline in the unem-
ployment gap. Thus, three indicators help reduce the employment gap with immediate access
to the labor market being the most important followed by access to social security and assis-
tance and access to education, vocational training, and study grants.

Some of the results though are counterintuitive. For example, if an indicator’s score
going from 0 to 100 has a significant, negative impact on the migrant employment rate then
it can be expected that for the employment gap, if significant, it will have a positive impact
and vice versa. This means that as the migrant employment rate declines, the employment
gap rises. However, there are many instances when this is not the case, and the employment
gap declines despite declining migrant employment. This implies that EU citizen employ-
ment is also declining and at a greater rate than migrant employment. Of course, this can
also happen with MigrantEmployment_Alternative and EmploymentGap_Alternative. This
type of situation occurs with Indicator1-100, Indicator3-100, Indicator 5-33, Indicator5-67,
and Indicator9-100 in the unbalanced panel and Indicator1-100, Indicator3-50, Indicator3-
100, Indicator5-67, Indicator7-100 in the balanced panel. These results are interesting and
could be further looked into to see if migrant labor market policies affect EU citizen em-
ployment.

The results of the regressions for GDP growth, inflation, and interest rates are not
very different from those reported in Table 9. The effects are of the same magnitude, interest
rates continue to have the largest effect on all of the dependent variables, and thus the dis-
cussion in section 7.1 is sufficient.
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Chapter 8
Conclusions

The main questions of this paper were:

e What have been the main trends in migrant labor policy over the period 2007 to
20192

e Have these changes in migrant labor policy been effective in increasing migrant em-
ployment or reducing the employment gap?

These questions have been answered through both qualitative and quantitative meth-
ods. Beginning with the first question, in the EU, in the most recent available year, 2019,
Portugal has the most open migrant labor market policies while Slovakia has the most re-
strictive migrant labor market policies. These countries made few policy changes between
2007 to 2019. In contrast, Greece, Hungary, and the Netherlands experienced many changes.
Greece experienced the greatest openness in its migrant labor market policies during this
period largely due to the fact that Greece is a major migrant destination given Greece’s prime
location bordering the middle east and the fact that Greece did not have a proper immigra-
tion system in the 1990s and is still building it up. Hungary is also opening its policies in an
effort to keep up with EU policy as well as fill in gaps after the fall of the Soviet Union. The
Netherlands, on the other hand, is creating more restrictive policies since that is what is
politically supported. While the majority of countries in the EU are creating more open labor
market policies, particularly in the areas of immediate labor market access and economic
integration of TCNS, the question remains if these policy changes seem to help migrants be
employed or reduce employment gaps.

The results of the empirical analysis, which aims to answer the second question,
shows that interest rates are the most important factor in determining both migrant employ-
ment rates and gaps. Migrant labor market policy as a whole does have a reasonably large
effect on reducing the employment gap between migrants and non-migrants, especially when
the employment gap measure corrects for the possibility of discouraged workers. Based on
the unbalanced panel data estimates reported in column 4, Table 10, greater openness in
labor market policy during the period analyzed (a 6 point increase in the measure) works
towards reducing the employment gap by nearly 10% at the mean. Having the same rights as
EU citizens, a more open migrant labor market policy, should and does lead to a smaller
employment gap since companies do not have to do extra work when hiring a migrant as
compared to a citizen. Additionally, the most important area of migrant labor market policy
1s immediate access to the labor market. In fact, based on the unbalanced panel data estimates
reported in column 4, Table 14, moving from 0 to 100 (no to full access) on this measure
would reduce the employment gap, at the mean, by close to 60% (5.3/8.6). This makes sense
as having the right to work without additional permits needed makes hiring migrants easier
for companies. The simpler it is for companies to hire migrants, the lesser the employment
gap between migrants and EU citizens.

Notably, Portugal, the country with the highest MIPEX score, has little to no alter-
native employment gap in each year of the timeframe. This could be due to there not being
many or any differences in how migrants are hired compared to citizens. It could be that
while some EU countries have more open policies than others, the openness of the policies
more accurately allocates migrants to where they are more wanted and well received. Mi-
grants could be aware of discrimination and/or restrictive labor policies in cettain countries
and choose not to move without having a job lined up there already, which could explain the
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positive employment gap (migrants are more likely to be employed) in many eastern EU
countries, i.e., Poland and Hungary. Future analysis should look into the west and east divide
in migrant employment and employment gaps and policy.

To emphasize, these regressions were exploratory and were not attempting to make
causal claims on the relationship between migrant employment and migrant labor market
policy. Nevertheless, they do reveal the power of policy and the extent to which greater
openness in labor market policy may work towards reducing employment gaps. At the same
time, it needs to be pointed out that quantifying policy measures as done in MIPEX is diffi-
cult. MIPEX is trying to find the best way to quantify migrant related policies for cross
country comparisons, but it is a difficult task and the ways in employers and institutions
choose to interpret said policies can vary from country to country depending on their
knowledge of the policies and policy enforcement. Therefore, it can only be ranked how
open the policies are on paper which can be different from the reality. Nevertheless, the
exploration of the relationship between migrant labor market policy and migrant employ-
ment is worth being considered in contributing to discussions on migrant rights, integration,
and labor market outcomes.
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Appendices

Annex 1
1.1 MIPEX

This source is used for the labor market scores as well as the indicator scores. The source
has been previously explained in Chapter 4.

1.2 Eurostat

Eurostat receives labor data from the quarterly EU-LES. The survey asks about the total
population, activity, activity rates, employment, employment rates, self-employment, em-
ployees, temporary employment, full-time employment, part-time employment, population
in employment having a second job, population in employment working during unsocial
hours, working time, total unemployment, inactivity, and quality of employment. EU-LFS
defines employment as those older than 15 and are “persons who during the reference week
worked for at least one hour for pay or profit or family gain and persons who were not at
work during the reference week but had a job or business from which they were temporarily
absent...pay includes cash payment or payments in kind” (Eurostat, 2021b). This is the defi-
nition used under the variable “Employed persons.” The other variable that needs defining
is “Persons in the labor force” which they define as, “the active population, also called labor
force, is the population employed or unemployed.” (Eurostat, 2021b). Unemployed persons
by the EU-FLS definition is, “Unemployed persons comprise persons aged 15 to 74 years
who were: not employed according to the definition of employment, are currently available
for work, i.e. were available for paid employment or self-employment before the end of the
two weeks following the reference week, and are actively seeking work, i.e. had taken specific
steps in the four week period ending with the reference week to seek paid employment or
self-employment, i.e., having been in contact with a public employment office to find work
etc., or who found a job to start later, i.e. within a period of at most three months from the
end of the reference week. Persons without work and in education or training will only be
classified as unemployed if they are ‘currently available for work™ and ‘seeking work’.” (Eu-
rostat, 2021b). More examples of “specific steps” can be found at (Eurostat, 2021b).

Given the long and complex definition of employed and unemployed by EU-LFS, re-
spondents are asked a series of questions about their labor market behavior in a reference
week instead of if they are employed or unemployed:
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Figure 5. EU-LFS Labor Force Classification

Person of 15 years or
more living in a private
household

Person did any work for
pay or profit durng the
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Labour force classification in the EU-LFS

Source: Eurostat (2021b)

Respondents are also asked demographic questions, including where they hold citizen-
ship which helps the survey and this paper identify migrants.

While the survey is quarterly, the data published on Eurostat is annual. Eurostat does
this in two ways: one being that variable collected quarterly have quarterly results and are
averaged for the year producing “annual average results” and the other being that some var-
iables are collected annually thus no change is needed for these “annual results.” Eurostat
prefers “annual average results” due to less sampling error and therefore publishes those
over “annual results” when possible. Eurostat does publish EU and non-EU area aggregates,
which this paper uses, which is expressed in absolute values, in this case number of persons.

In order to create migrant employment rates, migrant employed/population rates, em-
ployment gaps, and migrant employed/population gaps for those who do not have EU citi-
zenship the Eurostat database entitled “Population by sex, age, citizenship and labour status
(1 000)” was used with access on 17 July 2022. From here specifications were made to look
into those ages 15-64, the working age population, and the labor categories “Employed per-
sons”, “Persons in the labor force”, and “Population” with the citizenship categories being
“Non-EU28 countries (2013-2020) nor reporting country”, “Stateless”, “Reporting country”
and “EU28 countries (2013-2020) except reporting country”. By combining the totals of
“Non-EU28 countries (2013-2020) nor reporting country” and “Stateless” for all three labor
categories then the result is the totals for all non-EU citizens employed in said country, the
total non-EU labor force in said country, and the total non-EU working age population in
said country. Similarly, combining the totals of “Reporting country” and “EU28 countries
(2013-2020) except reporting country” for all three labor categories results in the totals for
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all EU citizens employed in said country, the total EU citizen labor force in said country, and
the total EU citizen working age population in said country. These are mixed and matched
in Table 15 to create the four dependent variables in this paper.

Table 15. Dependent Variables Calculation

Dependent

Variable

Citizenship
Categories

Labor Cate-
gories

Combined Eu-
rostat Varia-

Calculation

MigrantEm-
ployment

“Non-EU28
countries (2013-
2020) nor re-

porting country”

“Stateless”

“Employed
persons”

“Persons in the
labor force”

bles

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Employed
persons” +
“Stateless”
“Employed per-
sons” = Total
Employed Mi-
grants

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Persons in
labor force” +
“Stateless”
“Persons in la-
bor force” =
Total Migrant
Labor Force

Total Employed
Migrants / Total
Migrant Labor
Force

MigrantEm-
ploy-
ment_Altner-
ative

“Non-EU28
countries (2013-
2020) nor re-

porting country”

“Stateless”

“Employed
persons”

“Population”

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Employed
persons” +
“Stateless”
“Employed per-
sons” = Total
Employed Mi-
grants

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Popula-
tion” +
“Stateless”
“Population” =
Total Working

Total Employed

Migrants / To-

tal Working Age

Migrant Popula-
tion
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Age Migrant
Population

Employment
Gap

“Non-EU28
countries (2013-
2020) nor re-
porting country”

“Stateless”

“Reporting
country”

“EU28 countries
(2013-2020) ex-
cept reporting
country”.

“Employed
persons”

“Persons in the
labor force”

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Employed
persons” +
“Stateless”
“Employed per-
sons” = Total
Employed Mi-
grants

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Persons in
labor force” +
“Stateless”
“Persons in la-
bor force” =
Total Migrant
Labor Force

“BEU28 coun-
tries (2013-
2020) except re-
porting coun-
try” “Employed
persons” +
“Reporting
country” “Em-
ployed persons”
= Total Em-
ployed EU
Citizens

“EU28 coun-
tries (2013-
2020) except re-
porting coun-
try” “Persons in
labor force” +
“Reporting
country” “Per-
sons in labor
force” = Total
EU Citizen
Labor Force

(Total Em-
ployed Migrants
/ Total Migrant
Labor Force) —

(Total Em-
ployed EU Citi-
zens / Total EU

Citizen Labor
Force)
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Employ-
mentGap_Al-
ternative

“Non-EU28
countries (2013-
2020) nor re-
porting country”

“Stateless”

“Reporting
country”

“EU28 countries
(2013-2020) ex-
cept reporting
country”.

“Employed
persons”

“Population”

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Employed
persons” +
“Stateless”
“Employed per-
sons” = Total
Employed Mi-
grants

“Non-EU28
countries (2013-
2020) nor re-
porting coun-
try” “Popula-
tion” +
“Stateless”
“Population” =
Total Working
Age Migrant
Population

“EU28 coun-
tries (2013-
2020) except re-
porting coun-
try” “Employed
persons” +
“Reporting
country” “Em-
ployed persons”
= Total Em-
ployed EU
Citizens

“EU28 coun-
tries (2013-
2020) except re-
porting coun-
try” “Popula-
tion” +
“Reporting
country” “Pop-
ulation” = To-
tal Working
Age EU Citi-
zen Population

(Total Em-
ployed Migrants
/ Total Work-
ing Age Migrant
Population) —
(Total Em-
ployed EU Citi-
zens / Total
Working Age
EU Citizen
Population)
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1.3 World Bank
1.3.1Inflation

Inflation is the annual percent change in the cost to the average consumer of buying a basket
of goods and services that may be fixed or change at specified intervals (World Bank, 2022b).
This is the CPI measurement and the Laspeyres formula is used (World Bank, 2022b). The
World Bank gets this data from the International Monetary Fund’s international financial
statistics and data files (World Bank, 2022b).

132 GDP Growth Rate

The GDP growth rate is the annual percent growth rate of GDP at market prices based on
constant local currency (World Bank, 2022a). GDP is the sum of the value added by all
producers in said country (World Bank, 2022a). The “value added” is the value of the gross
output of producers minus the value of intermediate goods and services used in production,
but not including the consumption of fixed capital in production (World Bank 2022a). The
GDP growth rate of a country and its components are calculated using the least squares
method and constant price data in the local currency (World Bank, 2022a). The World Bank
gets this data from their own national accounts data as well as the Organization for Economic
Co-operation and Development national accounts data (World Bank, 2022a).

1.4 European Central Bank

The European Central Bank has statistics relating to interest rates for long-term government
bonds denominated in the euro for euro-zone Member States and in national currencies for
Member States that have not adopted the euro. Long-term interest rates in this case are the
monthly average interest rates for long-term government bonds issued by each country with
a maturity of 10 years (European Central Bank, 2022). When there is no harmonized long-
term government bond yields data available, proxies are derived from private sector bond
yields or interest rate indicators are used (European Central Bank, 2022). Estonia is the only
EU member to not have a long-term government bond during the timeframe of interest
(European Central Bank, 2022). Interest rates are published as monthly statistics and, for the
purposes of this paper, they have been averaged to get an annual average long-term interest
rate.
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