


Figure 7: EU27 projected changes in the labour force with 10 year increase in retirement
age, 2010, 2025, 2050 (in millions)’

Source: Eurostat (Europop 2010, main variant)

Figure 8: EU27 projected changes in the labour force without migration and with 10 year
increase in retirement age, 2010, 2025, 2050 (in millions)®

Source: Eurostat (Europop 2010, zero migration variant)

7 Increase of actual retirement age by 5 years until 2025, and by 10 years until 2050 compared to
2010 levels. Demographic projection based on: Eurostat, Europop 2010 projection, main variant
(convergence scenario) assuming cumulated net immigration of 60 million people to EU27 (2010-
2060; of which 50 million until 2050).

8 Increase of actual retirement age by 5 years until 2025, and by 10 years until 2050 compared to
2010 levels. Demographic projection based on: Eurostat, Europop 2010 projection, zero migra-
tion variant (convergence scenario).
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Implications for Europe’s social and economic model and future migration policies
Today the EU has 501 million inhabitants. 45 million of them do not live in
their country of birth: 15 million have moved from one EU Member State to
another (many of them before the EU accession of their home countries); an-
other 30 million have come from other parts of Europe and the world. Within
EU27 these immigrants from non-EU countries represent 6 per cent of total
population.

In EU27 some 239 million people are part of the work force: either economi-
cally active or unemployed. In the absence of immigration and changes in
labour force participation, Europe’s work force would shrink by 64 million
during the next 40 years. This calculation is based on the assumption that
neither unexpectedly high gains in labour productivity nor a prolonged re-
cession would dramatically reduce the demand for labour. When discussing
policy conclusion, however, we have to get beyond sheer quantitative assump-
tions and targets. The future of Europe’s social and economic model cannot
be secured by just adding people to the work force. Europe needs labour, but
it primarily needs skilled labour. This requires either a strategy to retain parts
of the existing work force beyond today’s actual retirement age or a smart
pro-active migration policy — or both, when looking at the potential decline
of the native work force.

Higher retirement age. Taking into account the prospect of a continuously
increasing life expectancy, there is room for an extension of our working life
and an increase of today’s actual as well as statutory pension ages. This op-
tion, however, demands a shift in attitudes both at employees’ and employers’
sides, the introduction of pension systems that do not favour early retirement
as well as the emergence of a functioning labour market for the generation
50+. In this respect, current adult education and training programmes, salary
schemes, and pension systems must be reformed in order to make employment
of older workers more attractive both for employers and for employees.

The employability of older workers is the key element in any successful im-
plementation of such a strategy. In this context, the possibility to renew and
expand skills throughout our working lives is as important as the possibility
to acquire new skills in order to make mid-career changes. This requires
efforts from the employer’s side to make the improvement of skills into part
of standard job descriptions. And it requires the educational sector to massi-
vely improve the outreach of adult education programmes in order to transfer
skills that cannot be acquired or renewed at the work place.
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Pro-active migration policy. Any successful pro-active migration policy would
have to attract migrants with talents and skills. Competitors in this race are
not only the EU Member States themselves. The main competition is between
the EU and traditional countries of immigration such as the US, Canada and
Australia, disposing of sound historical experiences in setting up selective im-
migration policies and executing them within an administrative framework.
These countries are also characterized by relatively open societies, integrative
cultures and - first and foremost — attractive labour markets.

A prime goal of European migration policy. In Europe today, only a small
number of the newly arriving migrants are selected according to their skills
and professional experience. In countries with high unemployment — parti-
cularly among young adults — it is hard to argue that we are in need of more
qualified immigrants usually also belonging to the age group of young adults.
But, as the data presented in this chapter show, arguments in favour of later
retirement, higher female labour force participation and pro-active migration
policies apply in the medium and long-term, securing the wealth and well-
being of a future generation of Europeans living in a rapidly ageing and
demographically shrinking environment.

The implications for smart migration policies are the following:

(a) We must make the EU and its Member States a more attractive destination
for students as well as for qualified and highly motivated immigrants
and their families.

(b) We need admission policies that effectively select migrants according to
their skills.

(c) We need a labour market that is able to absorb migrants according to
these skills (including the recognition of degrees issued in third countries),
whereas today many immigrants are employed below their skill levels.

(d) We need an educational system that is able to cope with the task of language
training for newly arriving migrants, that offers vocational and other
training in order to speed up migrant integration, and that is ready to
absorb children with migration background.

Selected reading

Eurostat’s data base and a few reports published by the European Commission provide insights
into Europe’s demographic future, challenges related to demographic ageing and repercus-
sions for labour markets and social security. Some of these reports are published periodically
(every year, every second year) and usually contain updated information. Among them are:
“Demography Report” and “"Employment in Europe”. Special reports include: “Longer Working
Lives through Pension Reforms” and “New Skills for New Jobs”.

Population projections for Europe include Eurostat's Europop 2010 scenarios, which can be
found on Eurostat’s home page:
http://epp.eurostat.ec.europa.eu/portal/page/portal/population/data/database.
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Kristof Tamas
A European migration policy based on partnerships°

European migration policy has evolved gradually and with hesitation during
the past 25 years. At the European Union level, there is now a rudimentary legal
framework for labour migration. It complements national policy and legislation
in the Member States, which still predetermine the volume and type of labour
migration to be admitted. Policy in this area is highly dependent on economic
business cycles and on public opinion.

Parallel policy developments have focused on the external dimension of EU
migration policy. Based on the “root causes” approach to migration, proactive
control of irregular migration has gradually been combined with provisions for
some labour migration, and with policies intended to foster the positive links
between migration and development.

While Europe is facing one of its most severe financial and economic crises with
massive unemployment rates in some Member States, there are — simultaneo-
usly — labour shortages and vacancies in some sectors of the European economy.
The structural adaptation of EU labour markets in response to population ageing
and increased global competition has started and requires a longterm perspec-
tive on policy needs in the next 25 years. Today, there is a degree of realisation
that the EU should work more actively on matching its labour market needs
with some complementary labour migration from non-EU countries. From a po-
litical perspective, however, this recipe remains highly contentious.

This paper reviews the evolution of European migration policy during the past
25 years, with a particular focus on relations with non-EU countries. It argues
that a future, more comprehensive EU labour migration policy needs to forge
long-term, solid partnerships with non-EU countries to ensure an adequate
supply of labour in the EU Member States. More strategic collaboration will be
necessary to facilitate labour migration at the adequate skills levels, and with
the intended mutual gains for the concerned stakeholders.™

What are the issues at stake?

Governments need to seek external as well as internal legitimacy for their po-
licies, and this is particularly true when it comes to labour immigration. Inter-
nally, policy developments are influenced by a range of different interests and
governments often tend to react to the more short-term pressures. In external
policies, governments have to promote good relations and trustworthy dialogue
with neighbouring countries and other partner countries.

9 The content of this paper only represents the views of its author and does not in any way
commit the institutions with which he may be associated.

10 This paper draws to a large extent on the author’s chapter in Bo Malmberg, Kristof Tamas,
David Bloom, Rainer Miinz, David Canning (2006) Global Population Ageing, Migration and
European External Policies, Institute for Futures Studies, Stockholm, Sweden.
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The current economic and financial crisis with high unemployment rates in
the European Union has made governments in most Member States cautious
about promoting labour immigration. Emerging populism questions the
limits of integration and multiculturalism and the effects of immigration on
social cohesion. Concerns about security in relation to migration also receive
increasing attention. Many popular perceptions of migration are, however,
based on myths rather than facts and evidence-based knowledge about the
character and effects of immigration.

Labour demand in specific sectors may persist or even increase notwithstan-
ding the cyclical fluctuations of the economy at large, and regardless of more
general unemployment. Such a message is, however, increasingly hard to get
across in times of economic turmoil. A number of EU Member States started a
few years ago to open up their labour markets for highly skilled migrants in
order to ease labour shortages. Employer organisations in several EU Member
States argued that they could not fill job vacancies with native-born applicants
or citizens from other corners of the EU. Labour unions were, however, divi-
ded but generally hesitant towards legal reforms that could create increased
competition for jobs that were getting fewer. They saw it as their duty to be
defensive on behalf of their members.

The skills profile and country of origin of the migrants also affect the debate
and policy response. The global competition for the highly skilled especially
concerns human resources in science and technology. International migra-
tion of highly skilled labour may contribute to the diffusion of knowledge
and innovations in research and development and to the transfer of skills.
Asian source countries such as India, China and the Philippines are becoming
increasingly important global providers of highly skilled migrants.

The need for labour in seasonal agriculture, construction, tourism and health
has provided some limited opportunities for foreign workers from within the
EU and from neighbouring third countries, notably through temporary or
circular migration. In the future there may also be growing gaps in the middle-
skilled segments of the labour markets, as well as in the segments that depend
on low-cost, low-skilled labour. European governments are, however, not cur-
rently willing to address this issue.

Governments in developing countries, meanwhile, benefit from the inflow of sa-
vings sent home by their emigrants. Such remittances, especially when invested
productively and combined with skills transfers after return, may provide good
reasons for proactive labour emigration policies. Developing country governme-
nts are often reluctant to see their citizens leave for work abroad if they may be
subject to abuse or exploitation, substandard working and living conditions, or
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constitute a skills loss for the source country. Some countries and sectors risk ex-
periencing a ‘brain drain’ when people who possess important skills emigrate.
Many source countries attempt to forge better relations with their diasporas
abroad to attract their investments or their return and reintegration.

Moreover, in the next decades it is also likely that migration pressures from
developing regions, including countries in North Africa, sub-Saharan Africa,
Eastern Europe, parts of Asia and Latin America, towards the EU will increase.
Migrant flows of low skilled and less demanded job seekers will continue to pose
challenges to EU governments’ control policies and their legitimacy in the eyes
of partner countries.

Such a scenario has made some policymakers and academics pose the question
whether population complementarities would be viable: how can the EU work
together with partner countries to attract the migrants it needs and better ma-
nage the migration it wishes to avert?

It is clear that in a medium and long-term perspective, national action will not
be sufficient to attract the migrants in demand. Well-functioning legal national
systems for labour migration will need to be combined with long-term bilateral,
strategic cooperation to ensure the supply of adequate labour. In this field, com-
mon action at the EU level has a strong added value. Individual Member States
will be less likely to attract the skills they need in a European Union with almost
30 different national systems. With the common European Schengen space in
place and common external borders, they already rely on close cooperation and
trust in order to control unwanted attempts at border crossings and migrant
who overstay their permits and move to other Member States.

Different mechanisms apply in situations of scarcity and abundance of labour.
The growing regional and global competition for talent and skills — scarcity of
labour — may increase the need for global and regional governance mechanisms.
The EU will need to be more active in this area if it wants to attract the most
highly skilled. In order to manage migration at medium and lower skills levels
—where there is an abundance of labour - it is more important to reinforce the
bilateral dialogue and cooperation. The EU has over the past decades laid the
foundations for such cooperation. However, much work still remains in order to
build the required trust with partner countries and to establish viable regimes
for labour migration that could benefit all stakeholders.

How can the European Union design a more viable European migration policy,
which better takes into account both the internal challenges, and the potential
complementarities and relations with non-EU countries? A review of the past 25
years of EU cooperation in the area of migration policy will attempt to show how
future action could reinforce this common policy framework.
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Major milestones in establishing the EU migration policy

The starting point for concrete efforts by EU Member States to control migration
flows by establishing a Community policy on migration can be dated to 1985
when the European Council endorsed a Commission Communication in this
area. Several aspects of cooperation emerged in consequence of decisions taken
within the framework of the Schengen cooperation, which started in the same
year. As the internal border controls were abolished within the Schengen, a
single external border was established as a compensatory measure. The external
border has to an increasing extent been controlled according to a set of common
rules regarding visas and the processing of asylum claims.

When the Treaty on European Union (TEU) came into force in 1993, it included
special provisions on cooperation on asylum and migration issues. The creation
of the internal market including the freedom of movement for persons and the
establishment of an EU citizenship were important milestones. At this stage,
however, there were still no tangible attempts to link migration policy with the
Union’s external relations and long-term economic development in countries of
emigration.

The Tampere Conclusions by the European Council in 1999 declared that the
issues of asylum and migration call for the development of a common EU po-
licy including 1) partnership with countries of origin, 2) a common European
asylum system, 3) fair treatment of third country nationals and 4) management
of migration flows.

In terms of partnership with countries of origin, the proposed policies envisaged
a "comprehensive” approach, taking into account all relevant aspects of migra-
tion. EU policy, however, also further developed the EU visa regime based on
a “risk assessment” of the conditions in countries that might be sources of ir-
regular migration towards the European Union. The EU visa policy became an
important determinant of whether migrants would be able to gain access to the
European Union.

From an internal EU-perspective, the early 2000s was the time when the debate
on ageing populations emerged on the EU migration policy agenda. While there
was a generally cautionary stance towards admitting any need for increasing the
volume of labour migration to the EU, policymakers started reflecting upon its
potential role in maintaining a sufficiently large active labour force.

In this context, the challenges of how to ensure a smooth integration of legal
immigrants were highlighted. Integration-related legislative work in this period
included the directive on the right to family reunification and a directive on the
status of third country nationals who are long-term residents, both adopted in
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2003. The EU also developed various consultancy and information exchange
mechanisms. These steps led to important improvements at the EU level in
terms of facilitating the admission and integration of labour immigrants.

This period was characterised by several initiatives regarding border control
such as the setting up of Frontex (the EU external borders agency), the agree-
ment on the Directive on sanctions against employers of illegally staying third
country nationals, the agreement on the Return Directive, on establishing a
Community Code on Visas, and proposals to establish an integrated European
border management system.

The Hague Programme from 2004 outlined the future role of the European
Union with regards to “legal migration”, and in particular labour migration.
The Hague Programme emphasised that the competence regarding labour
migration would remain with Member States. It also pinpointed the need
to develop coherent strategies adapted to the relations with various third
countries and regions. In this endeavour, the idea was to expand political
dialogue and to offer financial assistance to third countries to support them in
reinforcing their capacities to manage migration, notably border controls to
prevent irregular flows towards the European Union, but also their capacities
related to refugee protection, return and reintegration, and in maximising
the development benefits from migration.

The external aspects of EU migration policy have developed particularly since
the Global Approach to Migration was adopted in December 2005. The Com-
mission has presented five Communications on the Global Approach, which
all contributed to better integrate migration into the Union’s broader exter-
nal policies and with the development agenda. Proposals also led to a geo-
graphical and thematic expansion of this policy framework and the gradual
development of a range of innovative tools and instruments.

The Global Approach initially emerged with a view to respond to irregular
migration in a broader and more proactive way than had been done hitherto.

» »

The migratory routes of migrants, “migration missions” ”"migration profiles”
and "mobility partnerships” were new concepts and tools. Over the years, the
Global Approach developed into a more balanced framework that incorporated
legal migration, irregular migration and the migration and development nexus.
Several Member States, however, remained more interested in the control aspec-
ts than in the development or labour migration aspects. A gradual process had,
nevertheless, emerged and it also materialised in new cooperation with various
third country partners. Cooperation was initiated not only in countries in the EU

neighbourhood region but also in sub-Saharan Africa, Asia and Latin America.
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The Lisbon Treaty, in force since December 2009, confirmed that the European
Union aims to develop a common immigration policy with a view to manage
migration flows more efficiently. This common immigration policy will also
include the integration of legally resident third country nationals and conti-
nued efforts against irregular immigration and trafficking in human beings.
The Lisbon Treaty also confirmed that such a policy should be developed only
by maintaining the right of Member States to decide on the volumes of admis-
sion of non-EU country labour immigrants. It provided, moreover, the legal
basis for measures in support of Member States in promoting the integration
of third country nationals, but it explicitly excluded any harmonisation of the
laws and regulations of Member States regarding integration. As the new Tre-
aty also brings qualified majority voting and stronger roles for the European
Parliament and the Court of Justice of the European Union in the migration
area, these institutional changes will influence further policy developments
in the coming years.

The Stockholm Programme, also adopted in December 2009 during the Swe-
dish EU-Presidency, followed on from the Hague Programme as the next
multi-annual work programme for Justice and Home Affairs for the period
2010-2014. It recognised that flexible immigration policies could make an im-
portant contribution to increased global competitiveness and economic deve-
lopment of the Union in the face of an ageing European population.

The Stockholm Programme stated that the EU admission systems should ena-
ble migrants to fully utilise their skills and qualifications. The role of labour
matching was also highlighted, calling upon “the Commission and the Coun-
cil to evaluate existing policies that should, inter alia, improve skills recogni-
tion and labour matching between the European Union and third countries
and the capacity to analyse labour market needs, the transparency of Euro-
pean online employment and recruitment information, training, information
dissemination, and skills matching in the country of origin”.

Thereby, the Stockholm Programme paves the way for more efforts towards set-
ting up a common EU immigration policy. However, as progress with the Hague
Programme was much more modest than expected, eventually also the imple-
mentation of the Stockholm Programme will depend on the political will of the
EU stakeholders. As the Stockholm Programme was tabled during a major finan-
cial crisis and in times of rapidly rising unemployment, the wording on labour
migration was watered down considerably in the final draft. Moreover, EU policy
must always remain cautious not to sidestep any Member State competences,
particularly when it comes to managing national labour market needs and the
principle of Community preference.
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The European Union and the labour migration policy agenda

Due to population ageing in the European Union, the ratio between persons
of working age (20-64) and persons of 65 and above is expected to half in the
next fifty years. Already now (2010), net migration contributes with 0.9 mil-
lion or 62% of total population growth in the European Union. The 20 million
citizens of a non-EU country who currently reside in the EU have a median
age which is seven years lower than that of the nationals. But migration is
merely one of several options to remedy such developments. The Commission
has consistently underlined that focusing on higher net migration in isolation
cannot be a viable response to population ageing.

The Lisbon Strategy for Growth and Jobs, launched in 2000, and the European
Employment Strategy, did not take immigration into account to any signi-
ficant extent, other than by mentioning the need for integration of already
resident immigrants.

A Communication presenting the initiative “New Skills for New Jobs”, part of
the European Employment Strategy, aimed at reinforcing investment by up-
grading the skills of workers and increasing their employability. It also contai-
ned a proposal to use resources from the European Fund for the integration of
third country nationals, in addition to the European Social Fund, to upgrade
and adapt the skills of immigrants, particularly through support to “pre-travel
measures” such as vocational and language training in the country of origin
as well as language courses in the Member State of residence.

The EU2020 Strategy presented in March 2010 aims to better include the inte-
gration of migrants in the work force as one of the means of achieving a hig-
her employment rate. It remains to be seen what this reinforced framework
will entail in terms of practical responses to future labour needs.

One of the forecasts for 2020 on employment and skills needs was provided
by the European Centre for the Development of Vocational Training (Cede-
fop) in 2008. It foresees the creation of about 100 million jobs in the EU by
2020. With almost 20 million new jobs and 80 million replacement jobs, these
trends in job creation and labour supply reflect the continued switch from
agriculture and traditional manufacturing industries to the service sector.
With a maintained increase in the demand for higher qualifications, around
three quarters of all employment is expected to be found in services by 2020.

Already now the general trend points in this direction. The employment
growth in the EU is an annual three per cent in sectors requiring high levels
of education compared to a mere one per cent growth in other sectors. There
is also a generally higher employment rate and lower unemployment in
sectors where highly-skilled work dominates compared to sectors with main-
ly low-skilled workers.
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A sign that the necessary upskilling of the domestic labour force is not mo-
ving fast enough is the perceived need to promote the mobility of highly
skilled workers, notably the mobility of researchers, to promote innovation.
Closely linked to the Lisbon Strategy was the adoption of a "researchers’ visa”
in October 2005 (in the form of a Council Directive on a specific procedure for
admitting third country nationals for the purposes of scientific research). The
reasoning behind this directive was that the immigration of highly skilled
workers would contribute to reaching the objectives of the Lisbon Agenda,
more specifically, towards reaching the target of investing three per cent of
the GDP in research. This target has still not been reached.

Promoting the mobility of highly skilled migrant country nationals was the
first tangible result of the EU labour immigration policy. As Member States
disapproved of a 2001 Commission proposal to manage migration through
the open method of coordination based on joint needs assessments, subse-
quent developments became less ambitious. After a broad public debate based
on a Commission Green Paper, the European Commission presented its Policy
Plan on Legal Migration in December 2005. This plan heralded a number of
legislative initiatives in the period 2006-09.

Out of this legislative package, only one directive was agreed to by the Council
before 2010, namely the one on the EU Blue Card for highly qualified employ-
ment, adopted in May 2009. Several Member States had still not transposed
this directive into national legislation by the set deadline of June 2011.
The EU Blue Card aims to make the process of immigration to the European
Union easier and more transparent through a harmonised procedure and
common residence conditions. In the course of the Council negotiations, the
initial Commission proposal was watered down, in particular on the possibili-
ty of secondary mobility within the EU. Therefore, the final directive has been
criticised for its reduced potential ability to attract third country nationals.

Member States had thus succeeded in maintaining a relatively high level of
national control, but probably at the cost of not being able to respond suf-
ficiently to future labour market needs. Other concerns were raised, notably
from countries in Africa and the Maghreb, reflecting fears that the EU Blue
Card might contribute to increased ’brain drain’. The directive, however, con-
tains some provisions including a voluntary monitoring mechanism that asks
EU Member States to refrain from such recruitment.

The draft directive on a Single application procedure/single permit and com-
mon set of rights for migrant workers, also adopted by the Commission in
October 2007, ran into difficult negotiations in the Council and its adoption
was delayed until late 2011. The presentation of the draft directives on
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seasonal workers, intra-corporate transferees and trainees were also postpo-
ned until mid-2010, after the entry into force of the Lisbon Treaty.

The slow progress in adopting Community legislation points towards the still
remaining lack of trust among Member States. The Member States are still far
from convinced that unwanted secondary flows of migrants can be controlled
and they continue to question the relevance and added value of legislation on
immigration at the EU-level.

Meanwhile, Member States continue to put in place national reforms and
change their legislation on immigration. By 2007, ten Member States had set
up favourable schemes to attract highly qualified immigrants and several others
were about to introduce reforms, partly in response to perceived difficulties
to fill labour market gaps. As Member States continue to invest resources in
revamping their national legislation, this also explains why several different
models prevail and why there remains resistance to develop EU legislation.

The EU Commission has argued that some immigration will be needed in the
future, and that nothing short of a common European policy will be sufficient
for the EU to catch up with the traditional immigration countries in attrac-
ting migrants. While the EU hosts less than two per cent highly qualified
workers from third countries in the total employed population, Australia has
a share of ten per cent and Canada a share of seven per cent. These figures do
not reflect, however, that a significant part of immigration to the EU is based
on humanitarian and family grounds.

EU Member States also face a challenging task in assisting already settled im-
migrants to gain access to the labour market in general, and at their skills le-
vel in particular. Due to difficulties with skills recognition and discrimination,
most skilled migrants have lower employment rates than their equivalent
peers born in their country of residence.

In comparison, many of the unskilled migrants enjoy similar or even higher
employment rates than the native-born at similar skills levels. Many migrants,
moreover, find it easier to gain access to jobs below their level of qualification.
Lack of recognition of foreign qualifications is likely to be a major reason
for this. Overqualified migrant workers have been reported to be an issue of
concern in several Member States. Over-qualification rates in Austria are 21
per cent among foreign-born compared to ten per cent among native-born,
and comparable figures for Spain are 43 per cent to 24 per cent according to
Eurofound.
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The existing pull factors for some of this immigration, especially in the Medi-
terranean Member States, are not fully recognised. The prevailing, relatively
large labour market for low-cost, seasonal and low skilled workers which often
remains uncontrolled, depends to a large extent on migrant workers with irre-
gular status, as the native-born population usually shuns these types of jobs.
However, there has not been any serious debate on alternatives to an EU agri-
cultural policy that relies heavily on low-cost labour, for instance through
outsourcing or upgrading of these jobs. Instead, EU policymakers have
continued to focus on measures to come to terms with unwanted migration
by addressing its roots in the source and transit countries.

Concerns about irregular migration across the Mediterranean have continued
to be a key issue for EU policymakers, and have been at the top of the agenda
at several recent European Councils. The Arab Spring in early 2011 brought
hopes for democracy and a new economic era south of the Mediterranean.
The EU rendered support in this process, including in the area of migration.
While initiating a dialogue on migration with North African countries, the EU
also suggested prospects of increased opportunities for mobility linked to visa
policy provided that some progress would be made in cooperation within the
broader security area. This was a clear attempt to further incorporate migra-
tion as a mainstream feature of EU external policy.

Incorporating migration into development policy: emerging partnerships with
developing countries?

The European Union’s attempt to incorporate migration policy in the EU ex-
ternal policy has also focused on development cooperation. The history of
these attempts illustrate an increasing awareness of the EU that migration
and development policies must be better integrated in order to increase the
effectiveness of both.

Many of the proposals in the area of migration and development that have
been promoted by the Union in the past decade were initially presented by
the Commission in a 2002 Communication on migration and EU external
relations and in a 2005 Communication on migration and development. More
recently, in 2007 and 2009, the Commission has presented specific reports on
policy coherence between migration and development.

The Council has also underlined that migration should be a crucial part of the
development agenda and of development policy. Furthermore, it concluded
that migrants themselves need to be involved. The role of migrant remittanc-
es, diasporas as agents of development in countries of origin, codevelopment
actions and counteracting ’brain drain’ were highlighted as priority issues.
These issues were also directly linked to the current and future needs of the
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EU for labour through exploring the potential of temporary and circular mig-
ration. A focus on these topics was reinforced by several Council Conclusions
on migration and development. The Council Conclusions have argued that
migration issues need to be incorporated into policy dialogue and into EU
country and regional strategies and action plans.

The EU policy framework for dialogue and cooperation with non-EU countri-
es, the Global Approach to Migration, developed the "mobility partnership”
as its most elaborate tool. Non-binding political declarations on such partner-
ships were reached in an initial phase with Moldova and Cape Verde in 2008,
with Georgia in 2009 and with Armenia in 2011. Discussions have also been
conducted with a number of additional countries with a view to enter into a
series of agreements. The idea of reciprocity was characteristic of this arrang-
ement. A group of willing Member States made offers consisting of project
initiatives to the third country, which in turn also made various offers to the
EU. The Commission assumed a coordinating role as well as a co-funder of
projects that were mainly based on Member State initiatives.

Projects cover the whole range of migration issues, such as training of border
guards; management of circular migration schemes; twinning between labour
market agencies; return and reintegration; social protection of migrants;
measures against smuggling and trafficking; and initiatives to maximise the
development-friendly contributions of diasporas and remittance flows. The
limitations of this approach, however, seem to be a reliance on substantial ad-
ministrative and coordinating resources as well as offers from Member States,
which are not always forthcoming to the extent expected.

These partnerships have, nevertheless, been of value since they helped a great
deal in coordinating Member States’ initiatives and in establishing stronger
and more systematic institutional cooperation with third countries. In addi-
tion, the negotiation of visa facilitation and readmission agreements has been
used as complimentary incentives for both sides to reinforce cooperation.
This last aspect is being reinforced in view of potential mobility partnerships
with Tunisia, Morocco and Egypt.

Broader dialogue and cooperation processes also take place between the EU
and African countries, countries in Eastern Europe, Southern Caucasus and
Central Asia, Latin America and some Asian countries. The framework enables
the building of trust, both through dialogue and through more operational
projects and capacity building initiatives.

The EU funding devoted to migration and development initiatives has to some
extent functioned as a tool in this policy area, however also indicating a clear
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bias towards migration management rather than towards poverty reduction.
Since 2005, about 300 projects to the value of approximately €800 million
have been supported through various financial instruments. For instance, the
relative distribution of funding under the so-called Thematic programme for
cooperation with third countries in the area of migration and asylum has had
a bias towards control policies with 31 per cent of funds devoted to projects
on irregular migration; 28 per cent targeting migration and development,
and only 17 per cent benefiting labour migration. Further funds have targeted
asylum and protection (15 per cent) and protection of migrants against exclu-
sion and exploitation which also includes measures against trafficking and
smuggling (nine per cent).

More long-term funding would be necessary for cooperation between the EU
Member States and partner countries. Some initiatives that would involve ac-
tion in both EU Member States and in partner countries cannot be adequately
funded through the currently available funding mechanisms. Joint initiati-
ves on training and education could bridge the gap between skills formation
in partner countries and skills recognition in EU Member States. Long-term
partnerships could target curriculum development, education and skills adap-
tation in order to overcome current difficulties in the recognition of qualifi-
cations. The dialogue with the private sector both in the EU and in partner
countries should be increased to improve the functioning of EU labour mar-
kets. Migrant entrepreneurs should receive better support so that they can
contribute to job creation and trade between EU Member States and part-
ner countries. Networks of employers, employment agencies and recruiters
should be promoted so demand and supply in the EU and in partner countries
can be better identified. These are examples of initiatives that do not require
EU legislation but which would create more added value, both for the EU
Member States and for the partner countries, if organised at the EU level.

Conclusions

EU migration policy needs to be regarded as a long-term process of building
trust. The EU Member States have been reluctant to cede state sovereignty to
the supranational level since migration control policies have also functioned
as the sentry of membership-based welfare provisions and the ideal of the soci-
ally homogenous nation state. Governments have also had to take into account
increasingly challenging domestic situations, with populist parties who have
used public concern over migration as a vehicle to gain electoral support.

Migration climbed higher and higher on the European policy agenda during
the past 25 years. The main advances in developing the external dimensions of
a European migration policy have been made since the 1999 Tampere summit.
Progress has, however, been much slower than expected. Policy developments
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have to a large extent been event-driven and sensitive to concerns regarding
control issues. As a result, much more effort has been invested in addressing
short-term issues of border control and countering irregular migration than
in developing policies addressing the migration and development nexus in
cooperation with partner countries in developing regions.

Nevertheless, gradual steps have been taken towards a common migration
policy at the EU level, partly in response to the inability of individual govern-
ments to address all relevant migration issues on their own, and as a conse-
quence of the gradual realisation that governments jointly need to manage
the secondary migration flows within the EU that are directly or indirectly
influenced by their own national control policies.

It is clear that legislation on the EU level is not a fast track for change in this
policy area. But national legislation will have to be complemented by a certain
degree of internal coordination among Member States as well as with coope-
ration with third countries. This seems to be the way forward in the short run.
One example is the potential benefits of establishing a network of employers,
employment agencies and recruiters that could address challenges they face in
responding to sectorspecific labour shortages. Measures in the area of dissemi-
nation of best practice and exchange of ideas among Member States could be
viable alternatives to legislation. Such measures could develop into a process
that would better equip the EU to govern labour migration in the future.

The European Union should also assume a longer-term perspective in the mig-
ration policy area and address EU internal labour market needs as well as
the development interests of its partners, notably in the EU-neighbourhood,
sub-Saharan Africa and other priority non-EU countries, including emerging
markets and strong players such as India and China.

A range of domestic and external policies could be geared towards a better
match between labour market needs and human resources planning in both
developing countries and in EU Member States. The limitations of policy
interventions and the lessons from past policy failures should be duly taken
into account. It cannot be excluded in the longer term that the complementa-
rities between national and EU level legislation need to be reassessed.

Proper linkages between migration and population change, employment,
education, trade, development, environment and other related policy areas
are yet to be developed. There is also a need to improve the economic condi-
tions in emigration countries by making remittances more efficient; ensuring
the rights of migrants; avoiding ’brain drain’; addressing the links between
unbalanced trade conditions and migration; and fostering legal, well-mana-
ged alternatives to irregular migration. These policies would need to address
the specific conditions in each particular partner country.
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A permanent dialogue between the EU and neighbouring countries should ex-
plore the possibility of cooperation in various migration-related fields. Among
them are visa regimes, residence and work permits, living and working condi-
tions of migrant workers and permanent immigrants, 'brain drain’ and skill
formation, co-financing of educational systems, and transferability and porta-
bility of acquired rights or claims toward social security.

Much stronger linkages are needed between education and labour market
policies. Current deficiencies in matching educational output and labour mar-
ket needs in developing countries explain some of the skills flows and irregu-
lar migration to the EU. Support from the EU could more actively target job
creation and decent working conditions to improve the social and economic
environment in developing countries, thereby making it more attractive to
remain or to return.

Assistance could be offered to co-finance education in partner countries in
sectors where there is a skilled labour shortage both domestically and in the
EU Member States, such as health care and engineering. Mutually funded,
conditional student grants could ensure that the needed human capital is
being trained in developing countries and that students, before or after emi-
grating, agree to work for a number of years at home to compensate for the
funds invested in their education. Students in the EU from partner countries
where there are no risks for *brain drain’ could be offered the opportunity to
remain and gain work experience or contribute as entrepreneurs, notably in
prioritised shortage sectors.

The European Union could also, as suggested by the World Bank in a 2009 re-
port entitled Shaping the Future, support its neighbourhood region to upgrade
its competitiveness in attracting foreign direct investment, offshoring and out-
sourcing from companies in Europe and other developed parts of the world.
The relatively low labour costs, and to some extent the knowledge of French
and English, could in this regard become assets and create new job opportuni-
ties without parts of the work force having to move abroad to find jobs.

Looking ahead in a 25-year perspective, it would be necessary to assess the role
of current and future candidate countries, including the Western Balkans and
Turkey. In case they become member states without long-lasting transitional
arrangements for the free movement of workers, the necessary labour supply
could to some extent be found within the European Union. While cooperation
arrangements with other non-EU countries should take this perspective into
account, migration should be incorporated as a fundamental component of
regional and cross-regional economic growth strategies.
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Elizabeth Collett
Future prospects for a common EU immigration policy

In 1999, full of cautious optimism, 15 Member States signed up to the Tampere
Programme, a document listing their goals and intentions in the area of Jus-
tice and Home Affairs for the next five years. Ten years later, in December
2009, the European Union adopted the Stockholm Programme, with much
more caution, and a little less optimism.

Two years after the adoption of the Stockholm Programme and the imple-
mentation of the Lisbon Treaty, amid substantial economic and social uphea-
val within Europe, and significant internal reevaluation of central goals and
vision of EU integration, it is timely to reassess the prospects for a common
immigration policy at EU level. This paper will focus on the most elusive ele-
ment of the Tampere Programme, downplayed in the Stockholm Programme:
the search for a functioning common policy for the legal entry and residence
of third country nationals. This includes, but is not limited to, the effort to
create policies for economic migrants that can bolster Europe’s prospects for
growth and competitiveness.

This is hardly a new area of focus; almost every observer notes the lack of pro-
gress that has been made in this area. However, this paper also takes a slightly
different approach, asking a rarely posed but frequently skirted question:
does it still make sense to adhere to the same vision set out a decade ago?

The Quest for a Common Immigration Policy

From the inception of the Justice and Home Affairs policy field, one of the
most vaunted ambitions has been the creation of a common immigration
policy in Europe, encapsulated first in the Treaty of Amsterdam and re-con-
firmed in the Treaty of Lisbon. While this includes policies on illegal immi-
gration and human trafficking, a great deal of focus has been placed on the
proposed creation of EU-level legal migration policies that would ensure the
fair treatment of third country nationals residing in Europe, through the de-
velopment of common conditions of entry and residence, and the definition
of the rights of legally resident non-EU migrants, including whether they have
freedom of movement within the EU (Article 79, Treaty on the Functioning of
the European Union, TFEU).

Since 1999 a number of developments have taken place. Under the Tampere
Programme, legislation regulating the entry and residence of family members
and managing the status of long-term residents were agreed and implemen-
ted. With respect to economic migration, an initial proposal for admission
set out in 2001 languished without extensive discussion or agreement. A re-
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newed effort under the Hague Programme resulted in four new proposals: a
framework directive outlining a single permit and a set of rights for migrant
workers, and three directives to regulate the entry and residence of the high-
skilled, seasonal and intra-corporate transferee migrant workers. At the time
of writing, the Directive for high-skilled migrants (the Blue Card scheme) has
been passed, the Framework Directive is under provisional agreement, and
the final two are in negotiation.

The declaration that legal immigration policies were within the purview of
the European Commission began a decade of debate concerning how far, or
how well, the harmonisation of EU policies for legal immigrants has evolved.
This has been assessed in a number of ways. There is the integrationist
assessment as to whether policy has been fully harmonised or not; in essence
whether there is a single policy for all Member States. Second, there is the
more principled judgment as to whether the rights of migrants are enshrined
and upheld within EU legislation. It is important to make this distinction,
as harmonised policy is not necessarily policy that is ‘good’ for migrants. In
addition, there is the more strategic appraisal as to whether the policies deve-
loped are capable of supporting the socio-economic challenges Europe faces.
In short, whether EU immigration policies work for Europe. Other commen-
tators have looked at progress from the perspective of pooled sovereignty, the
quality of legislation (that is, can it address the goal effectively), or whether
Member States have successfully heeded the rules.

Regardless of the lens used, it is difficult to see the current state of EU legal
immigration policies in a positive light. EU policies towards third country na-
tionals are not harmonised, though some common standards, procedures and
documents have been established. The Blue Card scheme - an effort to create
a common system for the entry and residence of high-skilled nationals — does
not replace national economic migration policies, merely offers an additional
channel for migration. At the time of writing, four months after the imple-
mentation deadline, it is unclear how many Member States have transposed
the Directive. But it should be highlighted that full harmonisation cannot be
a goal of a common immigration policy, given the fact that Member States
retain the autonomous competence to decide the ‘volumes of admission’. This
duality means that any form of harmonisation will be inherently incomplete.

In addition, one can see a shift from the goal of harmonisation towards prac-
tical cooperation between the Member States, and soft law in the form of
guidelines and ‘agency’ (using stand-alone agencies to enhance cooperation).
Political commitments — from the 2008 immigration pact to the declarations
emanating from regional migration dialogues and ministerial meetings —
seem to exceed formal legislative proposals. The emergence of the Global
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Approach to Migration as one of the more dynamic policy areas since 2005
further reaffirms this.

With respect to ensuring fair and equal treatment for migrants, the situation
is mixed, though the majority of observers and advocates would emphasise
that the standards established have been insufficient. This is not for want
of trying. The initial Tampere Programme, as well as the most recent Stock-
holm Programme, highlighted the goal of securing rights for third country
nationals as close as possible to those of third country nationals; however,
once negotiated, most legislation has experienced a certain diminution in
the standard of rights secured. For example, the Framework Directive for a
single residence and work permit attempted to codify a set of rights for mig-
rant workers was initially rejected by the European Parliament in December
2010 as it was thought to exclude too many categories of migrant workers,
and potentially violate the standards set out by the Charter of Fundamental
Rights. At a second reading, the European Parliament passed the legislation,
though the European Trade Union Confederation remained disappointed at
the quality of protection afforded migrant workers.

Finally, for those concerned with the economic growth and development of
Europe, there is alarm that the continent is falling behind with respect to the
‘global battle for talent’. Indeed, the 2005 Policy Plan for Economic Migra-
tion set out its proposals for EU legislation by highlighting the difference in
migrants’ educational levels in the US and Europe. The major EU response to
redress this imbalance has been through the Blue Card scheme and the draft
proposal for the entry and residence of intra-corporate transferees, to attract
the tertiary educated workers. Intra-EU mobility has been a key issue with
both of these, and there is very little in either proposal that would dramati-
cally shift migration patterns at the high-end.

What is still missing here is a holistic approach to strengthening the positive
impact of immigration on Europe’s economy. The current economic outlook
(which this paper will return to) aside, common immigration policies have yet
to deeply incorporate the idea of improving access to employment for all mig-
rants (not just those arriving for work purposes), raising skill levels, beyond
the work achieved in the area of migrant integration.

It is tempting to assign responsibility for the lack of progress at the door of a
particular EU institution, or blame national governments for playing national
politics with EU policies, but the answer is likely more convoluted. This goes
hand in hand with a realisation that immigration flows, policies and debates
have also become more complex since the Tampere Programme was last arti-
culated. As a result, EU institutions and Member States may need to shift both
their goals and methods of collaborating.
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Sticking to Stockholm

Looking at the progress made over the first decade of Justice and Home Affairs
collaboration, it is already clear that substantive steps forward to develop a
comprehensive common immigration policy are unlikely. The policy-making
landscape has changed dramatically since the Justice and Home Affairs area
was first established, while many of the ‘easy’ tasks have already been accom-
plished, leaving harder, more contentious areas of collaboration. At the same
time, though the political and economic context was not auspicious at the
moment the Stockholm Programme was agreed, there was a mild optimism
that the advent of the Lisbon Treaty would foster a more collaborative
approach at the EU level.

Perhaps as a result, the Stockholm Programme itself is fairly modest in vi-
sion. Beyond a commitment to complete the outstanding proposals emana-
ting from the 2005 Policy Plan for Legal Migration, and to revisit existing
legislation — notably family reunification — a period of consolidation is clearly
envisaged. However, the programme reinforces the role of rights in EU im-
migration policy, and focuses in on the needs of European labour markets,
highlighting the importance of labour and skill matching. The Action Plan,
published by the European Commission, which outlines how the Stockholm
Programme will be implemented, reinforces this ambition and goes slightly
further. It explicitly states that the economic crisis should not be an impedi-
ment to work to consolidate a “genuine common migration policy consisting
of new and flexible frameworks for the admission of legal immigrants.”

Since December 2009, however, little has materialised in the area of com-
mon policies for legal immigration. The existing policy proposals for seasonal
workers and intra-corporate transferees are slowly, inexorably, making their
way through the new elongated policy process, with no small external and
internal scepticism as to their ultimate value to immigration policy overall.
The Framework Directive, as noted above, has seemed to fall short. Existing
common policy is also coming under pressure, as several Member States are
keen to renegotiate the terms of the Family Reunification Directive, to allow
for more discretion regarding entry conditions.

The Commission has not been idle. The Directorate General for Home Affairs
or DG Home has been engaged in a process of reorientation towards a new
working method and structure — the new Directorate General for Home Af-
fairs took some time to disentangle itself from its sister Directorate General
for Justice and Fundamental Rights — and processing a large body of work
related to reforming existing asylum law, for example. The DG has also found
itself fire-fighting in unusual places, from external border management in
the Mediterranean to Member State actions regarding free movement and
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Schengen, which has distracted the institution from either focusing comple-
tely on consolidation and implementation of existing policy, or articulating
a comprehensive vision for the future. Two years after the publication of the
Stockholm Programme, what prospects now exist for a ‘genuine’ common
policy on immigration?

The Impact of the Recession
Unfortunately, since 2009, what was then perceived to be a potentially low
point - politically, economically, and in policy-terms — has since worsened.

In discussing the global recession, it is tempting to examine Europe as a single
bloc with just a few defaulting outliers, such as Greece and Ireland. However,
the impacts of the continuing slowdown in Europe have been diverse. Over-
all, almost every European country saw negative GDP growth in 2009, with
the exception of Poland. Similarly, most countries experienced increases in
unemployment between 2008 and 2010, while in Germany and Luxembourg,
the unemployment rate actually decreased. Looking more closely, one can
see that the Scandinavian region and Germany fared better than many of the
Mediterranean countries — notably Portugal and Greece, but also Italy and
Spain — while the Baltic region was particularly hard hit. By 2010, countries
such as Germany and Poland had seemed to recover, while other countries
reached out to Eurozone counter-parts for financial support. It is clear that,
at the end of 2011, the crisis is not over for the more vulnerable states, and
further economic adjustment will be needed across Europe.

The effect on immigrants has also been multi-faceted and highly differentia-
ted according to gender, sector, and region. The most recent figures reveal
that there have been fewer new arrivals in a number of European countries.
In Spain, the number of permanent immigrants dropped by more than half
between 2007 and 2009, while temporary immigrants dropped by over 90 per
cent. One can quantify the economic situation of immigrants more quickly
than their social-well-being. While in theory, drops in new inflows — confir-
med by the 2011 OECD International Migration Outlook — should reduce the
political pressure on European governments with high unemployment, it has
not yet been the case.

Instead, the effect of crisis on the unemployment rate of foreign born in Eu-
rope has been a main cause for concern. Spain is a clear example of the dif-
ficulties experienced by immigrants on the labour market: while the overall
unemployment rate in 2010 was already at 18 per cent (one of the highest in
Europe), immigrant unemployment reached over 30 per cent during 2010,
and even higher for young immigrants. This is mirrored, to a lesser extent,
elsewhere in Europe, such as in Portugal, Ireland, Italy and even Sweden. Ho-
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wever, in Germany, the gap between immigrant and national unemployment
rates actually closed during this period. When looking at ‘who’ within the im-
migrant population has fared worse, it is clear that young, male immigrants
have been the losers during the recession. The impact on young immigrant
populations is clearly demonstrated by Spain, above, but high levels of youth
unemployment can also be seen in Sweden, Belgium and France. According
to the OECD, almost a quarter of young European migrants were unemployed
compared with just under 20 per cent for young native-born workers.

Assessing social wellbeing is more difficult, though it is clear that the crisis
is having a negative effect on the welfare of immigrant populations. The Fun-
damental Rights Agency noted in 2009 that the recession had already fuelled
an increase in the incidence of racial discrimination, including violent attacks
towards migrants and minority groups. More anecdotal evidence exists regar-
ding an increase in homelessness and destitution amongst immigrant popula-
tions in hard-hit countries, prompting government schemes to support return.

A number of European governments have instituted policy changes to reduce
the impact of immigration domestically. Most obvious have been changes to
reduce labour immigration from outside Europe. This has been achieved by
raising salary thresholds, requiring a higher level of skills, reducing shortage
lists (offering preferential treatment to migrants with skills in sectors where
there is high demand) or quotas for immigrants, particularly in temporary
migration categories and seasonal work. In Spain, the government has ta-
ken the more drastic step of introducing temporary restrictions on Romanian
and Bulgarian workers (in line with EU transitional arrangements for these
countries), due to the severity of disturbance in the labour market.

What is key to note is that labour immigration policies have not been tighte-
ned across the board, and in one or two cases opened up. The Swedish govern-
ment has maintained its open employer-led scheme since it was instituted in
late 2008. More recently, some governments have reformed or are considering
reform of high-skill immigration schemes to attract workers to bolster eco-
nomic recovery, as in Austria and Germany. In addition to policies aimed at
reducing inflows, a number of countries have introduced policies to reduce
the impacts of the recession upon the immigrant population. In the Czech
Republic, for example, the government introduced a protection period for
newly unemployed migrants, offering them a set period within which they
could look for new work. In a large number of countries, revamped policies to
facilitate voluntary return to the country of origin have been put in place.

The overall impact of the recession upon the EU is vast and immigration po-
licy is just one small facet. As such, the political impetus to develop common
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immigration policies is weak in the broader context of reviving Europe’s eco-
nomic fortunes. In addition, the project of creating common legal channels
for the entry and residence of economic migrants, even seasonal workers,
appears to many Member States to be at odds with the need to reduce high
national unemployment rates, particularly those of foreign nationals already
resident within Europe. The diversity of effects of the recession upon mig-
rants, and the wide variety of policies adopted also suggest that common EU
solutions may not be appropriate for countries looking to address specific
challenges in their labour markets and societies. But finally, and perhaps
most relevantly, the public reaction to immigration during the crisis has
affected national governments’ desire to speak confidently about the role of
immigrants in Europe’s economy.

The Political Context

The complex interplay between public opinion towards immigrants, the
political debate on immigration and integration, and policies subsequently
adopted to manage integration has been thrown into relief by the economic
crisis. Some polls, such as the 2010 Transatlantic Trends on Immigration, led
by the German Marshall Fund, highlight that attitudes have remained fairly
stable (though frequently negative) towards immigrants during the recession,
though there also is a belief that governments are poorly managing policies.
A more recent poll by Ipsos Mori, conducted in June 2011, found high levels
of antipathy towards immigrants in Belgium, the UK, Italy, Spain, Germany,
France and Hungary.

This has, in part, manifested itself through the rise in far-right and populist
parties in domestic politics. Again, it is difficult to be exact about the rela-
tionship between far-right support and immigration. A multitude of factors
drive support for far-right groups that are not directly linked to immigration
per se, including uncertainty about globalisation. However many of the dri-
vers of support for far-right groups — desire for greater security, or nationalist
sentiment — cohere with a mistrust of large-scale immigration, particularly of
those who are perceived to be culturally different. What is significant for EU
Justice and Home Affairs policy is that it sits at the nexus of Euro-scepticism
and anti-immigrant sentiment, based on a (frequently misguided) belief that
the EU is responsible for significant increases in immigrant numbers. While
this may be true for EU citizens able to move freely through Europe, it sits
at odds with a decade of EU policy directed towards strengthening external
borders and limiting unauthorised migration flows.

Before the onset of the recession, far-right groups were a significant element
of the political landscape in a handful of European countries, such as Swit-
zerland, Italy, Austria, Denmark and Hungary. However, over the past two
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years, farright groups have made distinct gains in several more countries —
Netherlands, Sweden, and Finland — while becoming a strong political voice
in others such as France and Belgium. This has both direct and indirect effects
on policy. For example, in the Netherlands, the PVV group (led by Gert Wil-
ders) made their participation in an informal coalition with the ruling govern-
ment conditional upon a number of restrictive immigration reforms. In other
countries, such as Italy, their effect has been even more direct, restricting
immigration flows and criminalising undocumented migration.

Perhaps more pervasive has been the indirect impact of far-right groups, and
anti-immigrant sentiment on mainstream political parties, and their policies.
In France, the ruling UMP party has adopted tough policies towards immi-
grants, attributed to a concern that the farright National Front will make
gains in the 2012 elections. These indirect effects complicate an analysis of
government responses to immigration during the recession. Where are go-
vernments responding to on-theground effects, and where are they respon-
ding to politics?

One can see the clearest impact of changing political dynamics in the Nether-
lands. First the informal coalition agreement set out between the minority
government and the PVV highlights a number of changes the latter wish to
make to national policy, including a ban of the burka, raised requirements for
reunification of family members, and the possibility to withdraw residence
permits should an immigrant fail language and orientation tests. However,
the coalition also insists that the Dutch government should also allow no
further ceding of national sovereignty to the European Union, particularly
where that might involve immigration policy. This has had immediate im-
pacts within the Justice and Home Affairs Council itself, with the Netherlands
vetoing extension of the Schengen area to Romania and Bulgaria (along with
Finland), and a position paper outlining a number of changes to EU policy the
Dutch government would like to see.

The political impact of far-right groups and anti-immigrant debate across Eu-
rope is hard to consistently predict. In Sweden, the rise of anti-immigrant
political party Sweden Democrats has made little impact to the policy ap-
proach of the national government, which is reinforcing its approaches to
immigrant integration. However, in the UK, one sees a tightened approach to
immigration policy despite the fact that the British National Party made no
gains in the May 2010 national elections. The pressure, real or imagined, of
populist sentiment against immigrants will continue to affect the ability of
Member States to negotiate policies at EU level that might be seen to increase
immigrant flows as well as reduce national control over those flows.
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There is, however, perhaps a glimmer of hope. The failure of the Danish
People’s Party to maintain its share of the electoral vote during the last na-
tional elections, and subsequent announcement by the newly formed govern-
ment that it intends to reform national immigration policy and attempt to
renegotiate the Danish opt-out of Justice and Home Affairs policies, suggests
that there may be a limit to how far populism can succeed in constraining
European policy.

The Impact of Exogenous Crises and National Policy Responses

Exogenous political events, particularly to the south of Europe, have also
impacted the progress of the Stockholm Programme. Events outside Europe
have affected the Justice and Home Affairs area before; the terrorist attacks
that occurred both in the US and Europe over the past decade redirected a
large amount of political energy towards security concerns.

Early in 2011, political upheaval across North Africa and the Middle East gal-
vanised a series of public statements and interventions from the European
Union, which characterised itself as potential saviour of, and partner with,
the Southern Mediterranean in the wake of revolution in Egypt, Tunisia and
later Libya. Funding was earmarked, and new initiatives set out. In the midst
of discussions in Brussels concerning how best to support democratic develop-
ment in the region, build economies, and strengthen partnerships on trade,
energy and employment, one small but significant debate was directed at mig-
ration (and mobility).

These developments had several direct, and indirect, impacts. The European
Commission published a series of communications outlining a response towards
the region in both general, and migration specific terms. The latter communi-
cation — A dialogue for migration, mobility and security with the Southern
Mediterranean countries — highlighted a range of potential policy initiatives
from mobility partnerships with Tunisia, Egypt, Morocco and Libya (including
a long-term path to visa liberalisation with these countries) to less specific sug-
gestions for developing economic growth and employment prospects.

This refocusing of activity, based on political change, does not specifically
include any elements of common policy in the short to medium term, though
the idea that mobility between the Southern Mediterranean and Europe may
be fostered is put forward repeatedly. However, it is clear from any reading of
EU policy statements concerning this region that migration and mobility is an
extremely long-term endeavour — there are far more pressing priorities facing
the region, such as embedding democratic change and building infrastructure
and economics — but also the recognition that each country in the region has
particular specificities.
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Beyond the flurry of EU political support, much of the past six months has
been spent dealing with the more indirect fall-out from the Arab Spring
within the EU, specifically the arrival of Tunisian migrants in Europe, the
Italian government’s decision to grant them temporary (now renewed) visas,
and the decision by France to reintroduce border controls as a result.

It is important to note that, in terms of immediate flows, Europe received
only a small proportion of those fleeing conflict and violence (particularly
from Libya). Reports published in October 2011 highlight that the vast ma-
jority crossed borders to reach Tunisia, Chad and Nigeria, rather than take
the perilous journey across the Mediterranean. Indeed, predictions of a mass
influx of both North and Sub-Saharan African migrants and refugees turned
out to be vastly inflated, as predicted by Hein de Haas. Regardless, the most
recent Quarterly Reports from FRONTEX highlight that the number of people
arriving via the ‘Central Mediterranean’ route to Italy and Malta during the
first half of 2011 had increased dramatically from flows a year earlier.

The Schengen space is closely linked to, and ultimately dependent on, the
existence of a strong external border, and the shared responsibility between
all Member States. A great deal of trust between countries is required, and
has slowly been built up, reliant upon the idea that those responsible for ex-
ternal borders will hold up to the challenge of securing them, and those wit-
hout external borders will offer support when required. This has come under
pressure during moments of enlargement and crisis, but has ultimately been
maintained. The flow of Tunisian migrants — despite not being as numerous as
some politicians had fearfully pronounced — became the new pressure point
for Schengen cooperation.

The political perception that Mediterranean Member States have been ’bur-
dened’ by external border management, and that northern countries have
avoided taking their fair share of responsibility, is enduring and has yet to
be sustainably resolved. This lack of unity is eroding essential trust between
Member States, and highlights how equity is necessary for the Schengen sys-
tem to keep working effectively. In addition, lowered levels of mutual trust
have a spillover effect into other policy areas, such as efforts to find common
paths for immigration.

52



Looking forward

What are the implications for future policy making? It is difficult to avoid
the sense that the European Union project is facing a moment of existential
crisis. This is most clearly linked to the current Eurozone debt problems, but
the past few years have witnessed a rise in anti-EU sentiment, which, coupled
with a lack of convincing vision for future European Union integration has
had a deleterious effect on policy initiatives within the EU as a whole. With
respect to European Union collaboration on immigration, there is currently
the strong sense that EU actors are having to spend more time reinforcing
and ‘shoring up’ achievements already made, rather than looking forward to
what can, and needs, to be done over the next ten to twenty years. And this
is at the crux of the two-fold challenge facing EU policy-making: a looming
demographic crisis, and unfinished business.

The demographics are well known, and neatly articulated by Rainer Miinz.
Over the next two to three decades, Europe will gradually experience an ever-
older population, while the numbers in the labour market will shrink, increa-
sing the burden on the working population to support critical systems such
as health, pensions and social security. The European Commission is more
than cognizant of this, and Commissioners Malmstrom (Home Affairs) and
Andor (Employment and Social Affairs) have repeatedly articulated the need
for Europe to get ahead of the pending challenge. However, what has become
clear over the last few years is that the statistics don’t work, at least in the
most critical sense. This is not to say they are not accurate, but that they are
not proving a sufficient political catalyst to overcome Europe’s traditionally
cautious tendencies towards immigration. Given the depth and likely long-
lasting severity of the current recession this is not particularly surprising —
particularly for those countries hardest hit — but it does give cause for alarm
in the long-term. If devastating demographic scenarios are unconvincing,
then what hope has a call for ‘solidarity’?

Second, the currently diverse state of immigration policy within the 27 Mem-
ber States will increasingly rub against the rights of free movement currently
enjoyed by EU citizens, with a negative overall effect for European collabora-
tion. Over the past couple of years, there have been several indications that,
in the absence of completely harmonised third country immigration policies,
conflicts between internal systems of free movement and residence and natio-
nal policy are gradually eroding trust between EU Member States.

The French-Italian Schengen dispute highlighted one essential fact: that im-
migration policy decisions adopted by a single Member State may have un-
wanted spill-over effects for other (particularly their neighbouring) Member
States. This is not the first occasion where such unilateral policy decisions
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have affected European Union cooperation on immigration. The 2006 Spanish
decision to regularise around 600,000 irregular migrants upset the French go-
vernment, as they believed many of those offered legal status would then travel
to France. Real or imagined, this concern sparked a debate on regularisation
at the EU level resulting first in a ‘mutual information mechanism’ (whereby
governments were asked to inform fellow states of impending amnesties), and
eventually in a political statement in the French-led EU immigration pact in
2008. While this dispute did not escalate into Schengen brinkmanship, the deba-
te highlighted how trust between Member States is predicated on an unspoken
set of parameters — the common belief that the group of states all hold roughly
the same philosophies and priorities — within which governments will make
national choices. The European Pact on Immigration and Asylum - promulgated
under the French EU Presidency in 2008 — was an effort to articulate these priori-
ties. Thus, action outside of these boundaries will spark EU political debate, and
potentially counter-action.

Unfortunately, a resolution to this tension — either by harmonising immigration
and asylum laws completely, or dismantling Schengen entirely — is unlikely. In-
stead, the Commission will have to continue to make compromise decisions,
and find ways to circumvent and manage these conflicts. While the seriousness
of the challenge is clear, it also distracts EU actors from more forward-looking
proposals.

Conclusions and Recommendations

If a common immigration policy, as originally envisaged in Tampere becomes
ever more elusive, is it time for a more comprehensive rethink of a genuinely
supportive yet feasible set of policies to foster immigration for the benefit of
both Europe and its migrants? There are a number of things that can be con-
sidered — both institutionally and in policy-terms — to prepare the European
Union, and its Member States, for future immigration needs.

In institutional terms, the area of Justice and Home Affairs has undergone a
sea-change transformation. The area has gradually been brought within the
framework of the European Union; the Lisbon Treaty has introduced qualified
majority voting and increased the role of the European Parliament. There
were hopes that this change would catalyse a more balanced and effective
negotiation process. In some regards, this has occurred, and the European
Parliament is certainly subjecting proposals to greater scrutiny. However, a
greater distance seems to have emerged between the goals and approaches of
the European Commission and the Council, with negotiation becoming more
protracted and contentious.
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In addition, there is an increasing recognition within the EU institutions that
immigration policy is cross-cutting, and since the publication of the Stockholm
Programme one can see genuine collaboration between policy areas beginning
to emerge. However, adapting to a whole-of-system approach takes time, ef-
fort and most of all trust. To ensure the quality and progress of immigration
policy at EU level in the future, all actors need to invest in improving working
relationships between and within institutions. This includes recognising and
understanding political constraints in order to find equitable solutions and
considering deeply the type of policy required in any given situation. For ex-
ample, significant elements of economic migration and social rights policy are
linked far more closely to labour market regulation than interior policies fo-
cused on entry criteria. Considering deeply where policy should be formulated
and implemented is key to ensuring that EU policy adds value.

Too often, the mantra is ‘ever more EU integration’, with scant consideration
for whether policy proposals actually make sense in the given context. One
has the strong impression that the Policy Plan on Economic Migration was
conceived and pursued not out of a strong belief that it was the most effective
method of supporting economic migration to Europe, but as a result of it be-
ing the most expedient and politically feasible option available. In this regard,
impact assessments have frequently become formulaic exercises rather than
genuine evaluations as to whether a policy intervention is necessary and valu-
able, and what form it should take. In the area of legal immigration, perhaps
a deep reassessment as to what the goals are — harmonisation, cooperation,
support, or just facilitation — would be timely. It may be that the most neces-
sary actions at EU level to support economic migration, and the migrants
themselves, would not result in a single policy approach.

As the economic recession is likely to linger for some years to come, most
Member States are not preparing any large reversals of national policy towards
economic migrants, and many are striving to reduce inflows of economic and
even family migrants. In this context, the European Union has a responsibility
to get ‘ahead of the game’ and prepare Europe for the decades to come, both
in terms of ensuring the wellbeing of migrants and citizens during this cur-
rent crisis and preparing for inevitable demographic change. A couple of key
examples are set out below.

Focusing on the social inclusion of those migrants already residing in Europe,
including facilitating access to employment, education and secure status is
key. While any articulation of a European ‘integration model’ is likely to be
self-defeating in the midst of a perceived multi-cultural crisis, the EU is well
placed to support national governments in their pursuit of better outcomes
for migrants in very practical ways. For example, the European Commission
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funds a huge number of projects and programmes that seek to support inte-
gration in a variety of ways, not just through the European Integration Fund,
but through the European Social Fund, Regional Funds and a plethora of smaller
initiatives. Consolidating and communicating knowledge, through meaning-
ful rather than static evaluation that can establish what works, and what does
not, in particular contexts are a critical investment that many Member States
can ill-afford in the current economy.

Separately, the European Commission has already undertaken a great deal
of work in the area of skills recognition and equivalence. The complexity of
this area cannot be underestimated, but nor can its value. Understanding,
developing and utilising skills competences of migrants already in Europe, as
well as constructing means to assess and create equivalence with key sending
country qualifications will be critical not just for Europe’s labour market and
economy, but to ensure that new entrants are equipped to succeed (or can be
more easily transferred into the labour market). This is a difficult and long-
term project, but one that the European Union can invest in now for the fu-
ture, without waiting for political conditions to be ripe at national level.

The decade of experience that EU institutions have garnered in their efforts
to define, build and maintain common approaches towards immigration is
more valuable than ever. That experience has highlighted what is possible,
and what is not, and brought home the need for trust between Member States
and EU institutions for agreed policy to enjoy sustained success. There is clear-
ly a lot to be gained by collaborating in the area of immigration, but perhaps
the intense focus on creating ‘common’ policy in the narrow sense has been
more misleading than helpful. Instead, the Commission is in the position to
use the extraordinary moment of crisis within Europe to newly reassess what
is both necessary and desirable for Europe and migrants in the long-term, and
how the European Union might develop policy that moves towards achieving
these substantive, rather than procedural, goals.
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Martin Ruhs

Who needs migrant workers? The potential role of an independent
expert commission in future EU labour immigration policy™

The regulation of labour immigration is one of the most important and con-
troversial public policy issues in high-income countries. Many high-income
countries in Europe and North America have experienced rapid increases in
labour immigration over the past 20 years. The global economic downturn
that began in 2008 has added further momentum to what in many countries
were already highly charged debates about the impacts of rising numbers
of migrants on the economic prospects of citizens and on the host economy
and society more generally. A survey by the Financial Times in March 2009
showed that over three-quarters of adults in Italy and the UK, and about two-
thirds in Spain, Germany, and the US, supported the idea of sending migrants
who cannot find a job home.

A key question in labour immigration policy is how to link the admission of
new migrant workers to the ‘needs’ of the domestic labour market and eco-
nomy more generally. What these needs are, how they vary across sectors and
occupations, and how they change during periods of economic growth and cri-
sis are highly contested issues. There is significant controversy about the role
that migrants can, or should, play in meeting ‘skills needs’ and in reducing
‘labour and skills shortages’ in particular sectors and occupations. Employers
often claim, especially but not only during times of economic growth, that
there is a ‘need’ for migrants to help fill labour and skills shortages and/or to
do the jobs that, they allege, domestic workers will not or cannot do. Sceptics,
including some trade unions, argue that in many cases these claims simply
reflect employers’ preferences for recruiting cheap and exploitable migrant
workers over improving wages and employment conditions. However, others
point out that current labour markets are highly segmented, suggesting that,
even during times of economic downturn, new migrant workers are needed
and in some occupations they may be critical to economic recovery.

The policy argument that immigration is required because of ‘skills needs’
in the domestic economy can reflect one or both of two distinct but related
concerns. The first is the provision of a high level of ‘human capital’ needed
to promote long-term economic growth and competitiveness. This line of ar-
gument is typically based on endogenous growth models that emphasise the
importance of human capital, knowledge, and research and development for

"1 This chapter heavily draws on the analysis in Ruhs, M. and B. Anderson (2010) Who Needs Migration workers?
Labour Shortages, Immigration and Public Policy, Oxford University Press; and Martin, P. and M. Ruhs (2011)
“Labor Shortages and US Immigration Reform: Promises and Pitfalls of an Independent Commission”,
International Migration Review 45 (1): 174-187. These two publications provide full supporting references
for the analysis in this chapter. The views expressed in this article are those of the author alone and do
not necessarily reflect the views of the Migration Advisory Committee .
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economic growth. Human capital models therefore suggest that the immigra-
tion of highly skilled workers is to be encouraged even when these workers
lack a concrete job offer. A number of countries have labour immigration
policies for admitting highly skilled migrant workers that are, in part, based
on a human capital model, for example, the UK, Canada and Australia. Such
‘supply-driven’ admission policies can become more difficult to politically
sustain during an economic downturn and rising unemployment.

The analysis in this paper largely focuses on a second concern that can un-
derlie the argument that there is a ‘need’ for migrants’ skills. This relates to
the aim of using migrant workers to reduce perceived specific staff shortages
which are typically expressed as labour and/or skills shortages — a highly
problematic distinction as discussed in this paper. This type of ‘shortage’ ar-
gument is highly contested both in periods of economic growth and even
more so during economic downturns. Because of the contentious nature and
high policy salience of the issue, a number of countries, including Australia,
Canada, and Spain, have established special government units and/or inde-
pendent advisory bodies that are tasked to help link the admission of new
migrant workers to research and analysis of shortages in the domestic labour
market. The UK went further, establishing the Migration Advisory Commit-
tee (MAC), a small independent body of academic economists initially tasked
to advise the UK government on where in the UK economy there are skilled
labour shortages that can be ‘sensibly’ addressed by immigration from out-
side the European Economic Area (EEA). ‘Skilled’, ‘shortage’, and ‘sensible’
are all defined and operationalised by the MAC. Since its inception in 2008,
the MAC’s mandate has gradually expanded and now covers all aspects of la-
bour immigration policy. In three years, the MAC has changed the quality of
the debate over labour immigration policy in Britain, but its experience also
highlights the inherent limitations of independent commissions in making
migrant worker policy.

This chapter analyses the key challenges facing governments when employers
request migrant workers to help fill ’labour and skills shortages’ that 'domes-
tic workers cannot or will not do’. It reviews the British experience with the
MAC and discusses the potential role of an independent expert commission
in future EU labour immigration policy. The paper concludes that an indepen-
dent expert commission could advise the European Commission on where
immigration policy harmonisation across EU Member States is beneficial and,
importantly, where it is not. A commission can provide transparent and evi-
dence based analysis to improve decision making but it cannot and should not
replace political decisions about competing policy objectives and trade-offs
that are inherent to all labour immigration policies.

58



Shortages and skills are slippery concepts that are difficult to define and measure
Both shortages and skills are highly slippery concepts. There is no universally
accepted definition of a labour or skills shortage and no one obvious ‘optimal’
policy response. The definition of shortage typically underlying employers’
calls for migrants to help fill vacancies is that the demand for labour exceeds
supply at the prevailing wages and employment conditions. Most media re-
ports of ‘labour and skills shortages’ are based on surveys that ask employers
about hard-to-fill jobs at current wages and employment conditions.

In contrast, a basic economic approach emphasises the role of the price me-
chanism in bringing markets that are characterised by excess demand or ex-
cess supply into equilibrium. In a simple textbook model of a competitive
labour market, where demand and supply of labour are critically determined
by the price of labour, most shortages are temporary and eventually elimina-
ted by rising wages that increase supply and reduce demand. Of course, in
practice, labour markets do not always work as the simple textbook model
suggests. Prices can be ‘sticky’, and whether and how quickly prices clear
labour market imbalances critically depends on the reasons for labour shorta-
ges, which can include sudden increases in demand and/or inflexible supply.
Nevertheless, the fundamental point of the economic approach remains that
the existence and size of shortages critically depend on the price of labour.

Similarly, although commonly used in academic, public, and policy discourse,
‘skills’ is a very vague term both conceptually and empirically. It can refer to
a wide range of qualifications and competencies whose meaning in practice is
not always clear. Some ‘skills’ are credentialed (e.g. professional qualifications
and apprenticeships), but what is and is not credentialed changes and jobs
can shift from being classified as ‘low-skilled’ to ‘skilled’ and vice versa wit-
hout necessarily changing in their content. The limitation of formal qualifica-
tions as a measure of skills becomes most apparent when one considers ‘soft’
skills not captured through formal qualifications. They cover a broad range
of competencies, transferable across occupations (rather than being speciali-
sed) from ‘problem solving’ to ‘team working’ and ‘customer-handling skills’.
Soft skills are often said to be particularly important in sectors where social
relations with customers, clients, and/or service users are important to the de-
livery and quality of the work. Certain ‘skills’ may be necessary to make sure
the job is done in a way that contributes to a good service experience, rather
than simply to complete the task. For example, the quality of care delivered
in both health and social care sectors is affected by the soft skills of those
providing care, with some service users actively expressing a preference for
personal qualities over formal qualifications.
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At the same time, ‘skills’ can also be used to refer to attributes and characte-
ristics that are related to employer control over the workforce. A demand for
soft skills can easily shade into a demand for employees with specific perso-
nal characteristics and behaviour. Employers may find certain qualities and
attitudes desirable because they suggest workers will be compliant, easy to
discipline, and cooperative. The fuzziness of ‘skill’ is further exacerbated by
its application to demeanour, accent, style, and even physical appearance. As
skills soften, these signifiers may assume greater importance for those occu-
pations which have less regulation regarding formal qualifications and where
employers consequently have greater discretion in recruitment.

Any discussion of ‘skills shortages’ needs to be aware that employers play an
important role in defining the competencies and attributes that are ‘needed’
to do particular jobs and in deciding the terms and conditions of the job. In
some occupations, the skills and ‘work ethic’ demanded by employers are
partly or largely a reflection of employer preference for a workforce over
which they can exercise particular mechanisms of control and/or that is pre-
pared to accept wages and employment conditions that do not attract a suf-
ficient supply of domestic workers.

Alternatives to immigration

In theory, at an individual level, employers may respond to perceived staff
shortages in different ways. These include: (i) increasing wages and/or impro-
ving working conditions to attract more residents who are either inactive,
unemployed, or employed in other sectors, and/or to increase the working
hours of the existing workforce; this may require a change in recruitment
processes and greater investment in training and up-skilling; (ii) changing the
production process to make it less labour intensive by, for example, increa-
sing the capital and/or technology intensity; (iii) relocating to countries where
labour costs are lower; (iv) switching to production (provision) of less labour-
intensive commodities and services; and (v) employing migrant workers.

Of course, not all of these options will be available to all employers at all ti-
mes. For example, most construction, health, social care and hospitality work
cannot be off-shored. An employer’s decision on how to respond to a percei-
ved labour shortage will naturally depend in part on the relative cost of each
of the feasible alternatives. If there is ready access to cheap migrant labour,
employers may not consider the alternatives to immigration as a way of redu-
cing staff shortages. This may be in the short term interest of employers but
perhaps not in the best interest of the sector or the national economy. There
is clearly the danger that the recruitment of migrants to fill perceived labour
and skills needs in the short run exacerbates shortages and thus entrenches
certain low-cost and migrantintensive production systems in the long run.
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It is important to recognise that employers do not make their choices in a
vacuum. Employers’ incentives and business and recruitment strategies are
critically influenced and in many ways constrained by the wider institutional
and regulatory framework that is, to a large degree, created by public policies.
Public policies can incentivise — and in some cases leave little choice for — em-
ployers in some sectors and occupations to respond to shortages through the
employment of migrant workers. For example, the UK has long prided itself
on its labour market flexibility and its relatively low levels of labour regula-
tion. Together with a range of policies from training to housing, this stance
has contributed to creating a growing demand for migrant workers.

For example, in the UK construction sector the difficulty of finding suitably
skilled British workers is critically related to low levels of labour market regu-
lation and the absence of a comprehensive vocational education and training
system. The industry is highly fragmented. It relies on temporary, project-ba-
sed labour, informal recruitment and casualised employment. These practices
may have proved profitable in the short term, but they have eroded employ-
ers’ incentive to invest in long-term training. As a consequence, vocational
education provisions are inadequate for the sector. By contrast, many other
European states have well-developed training and apprenticeship program-
mes, producing workers with a wide range of transferable skills. It is often
these workers who are doing jobs in Britain, such as groundwork or founda-
tion-building, that is low-paid and which has no formal training requirement,
despite years of lobbying by contractors.

Social care in the UK is another sector where public policies have created
an increasing demand for migrant workers. Two-thirds of care assistants in
London are migrants. The shortages of social care workers and care assistants
are largely due to low wages and poor working conditions. Most social care in
the UK is publicly funded, but actually provided by the private sector and vo-
luntary organisations. Constraints in local authority budgets have contributed
to chronic underinvestment. Together with the structure of the care sector
itself, this approach has resulted in a growing demand for low-waged, flexible
workers. Simply cutting benefits, or reducing legal access to migrant workers
without addressing the causes of British workers’ reluctance to apply for jobs
in the sector, will put more pressure on an already creaking system.

Linking the admission of new migrant workers to labour and skills shortages
requires critical analyses of what constitutes ‘skills” and ‘shortages’, how to
measure them, and a debate about whether immigration is the best response
to the shortage. While the first two questions are challenging, it is important
to recognise that the third question about alternative responses to shortages
is an inherently normative issue that does not have a single ‘right’ answer.
Deciding whether the optimal response to shortages should be additional
migrants, higher wages, or some other option is a necessarily political issue
that requires a balancing of competing interests.
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The Migration Advisory Committee (MAC) in the UK

In 2008, Britain reformed its immigration policy for admitting migrant wor-
kers from outside the EEA, moving from a system that offered more than 80
routes of entry to a streamlined point-based system with five tiers or entry
channels. Tier 1 is for highly skilled workers without a British job offer, and is
available for those with characteristics that suggest they will be successful in
the UK labour market. Tier 2 admits skilled workers with a job offer in the UK
in three major sub-channels. One admits migrants to fill jobs on a shortage oc-
cupation list, eliminating the need for the employer to test the labour market.
Another permits the entry of migrants after employers have tested the labour
market and failed to find local workers, but migrant workers arriving via this
sub-channel must also achieve sufficient points based on the pay of the job of-
fered in the UK. The third sub-channel is for intracompany transfers. Tier 3 is
for low-skilled migrant workers and is currently closed, Tier 4 governs foreign
students, and Tier 5 includes other temporary migrants who are not primarily
seeking jobs, such as working holidaymakers.

There were two key rationales for reforming the UK’s immigration system in
2008: the government wanted to make the system simpler and more transpa-
rent and to move from an employer-led migration model to a migration po-
licy that maximised the benefits of migration for the entire British economy.
Although employers still play an important role in the reformed system, the
five-tier system introduced new selection criteria that have, over the past few
years, been fine-tuned and in some cases revised (especially after the new
coalition government came into power in May 2010).

A key mechanism introduced by the British reform in 2008 was an indepen-
dent Migration Advisory Committee (MAC). The MAC comprises five indepen-
dent academic economists whose areas of expertise cover labour economics,
industrial relations, education and skills, macroeconomics, and migration po-
licy. Appointed for a renewable term of three years, the five members of the
MAC were recruited in an open and competitive recruitment process, and ap-
pointed under rules relating to public appointments laid down by the Office
of the Commissioner for Public Appointments (OCPA).

The MAC is supported by a secretariat made up of about 10 to 15 economists,
policy and administrative staff. The MAC’s annual budget (funded by the UK’s
Home Office) is between 0.9 -1.5 million pounds, just under half of which is
allocated for research (the research budget has declined as a result of overall
budget cuts in recent years). Importantly, the MAC was established by the
previous Labour government and retained by the current Conservative-Liberal
Democrat coalition government. In 2010 (i.e. after the new government came
into power) the terms of all five members of the MAC were renewed for an-
other two to three years (six years is the maximum tenure of any member of
the committee).
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The MAC’s initial charge was to “‘provide independent, evidence-based advice
to the government on specific sectors and occupations in the labour market
where shortages exist which can sensibly be filled by migration.” Although
this task has remained central to the work of the MAC, the UK government
has over time expanded the remit of the MAC, asking it to advise on almost all
major labour immigration policy decisions (and occasionally other immigra-
tion policy questions) over the past few years. The MAC’s reports and policy
recommendations since 2008 have covered the following issues:

e determining which jobs should be on the Tier 2 shortage occupation list
(five reports since September 2008)

e whether to give A2 migrants (from Bulgaria and Romania who joined the
European Union in 2007) free access to the British labour market (2008)

e whether to abolish the Worker Registration Scheme for A8 migrants from
the eight East European countries that joined the European Union in 2004
(2009)

e recalibrating the points for selecting Tier 1 highly skilled migrants (2009)

e redesigning the rules for Tier 2 entries (2009)

e assessing the economic impacts of dependents (2009)

e whether ‘London weighting’ should be excluded from earnings calculations
under the pointsbased system (2010)

e the level and supporting policies of the first annual limit (cap) on the
number of non-EU migrant workers admitted under Tiers 1 and 2 of
the points-based system (2010)

e the list of occupations that are skilled to NQF level 4 and above for Tier 2
(2011)

e the economic criteria that should be used to regulate access to permanent
residence rights of migrants admitted on a temporary basis under Tiers 1
and 2 of the points-based system (2011)

e whether to lift transitional restrictions on workers from Bulgaria and
Romania (2011)

e the level of the minimum income threshold for sponsoring spouses/partners
and dependants in order to ensure that they do not become “a burden on

the State” (2011)
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e how to use research on the economic impacts of immigration in
cost-benefit analysis of migration policy decisions (2011)

e the level and supporting policies of the second annual limit (cap) on the
number of non-EU migrant workers admitted under Tiers 2 of the points-
based system (commissioned in October 2011 and due in January 2012)

Depending on the topic, the MAC is usually given three to six months to re-
spond to the government’s migration questions with a public report (typi-
cally widely covered in the media) that includes recommendations which the
government is free to reject or accept (fully or partially). The government
usually announces its decision a few weeks after the publication of the MAC
report and recommendations. The fact that the MAC’s advice is public makes
it harder for the government to reject MAC recommendations without good
reason or further evidence. Most, but not all, of the MAC’s recommendations
since 2008 have been adopted by the British government.

The MAC has had three major impacts on British debates about labour immi-
gration policy. First, the MAC has promoted greater transparency and agree-
ment about the available evidence on migration and its impacts on specific
occupations and sectors as well as the economy as a whole. The MAC has ear-
ned a reputation for transparent analysis of the data and evidence relied upon
to reach its recommendations, helping to win them wide acceptance. There
are some stakeholders who disagree with some of the MAC’s recommenda-
tions, but the MAC’s use of both "top-down’ indicators (e.g. national data on
wages, unemployment, vacancies, etc.) and ’bottom-up’ evidence (such as sub-
missions from employers, unions, government departments) has bolstered its
reputation and provided flexibility. Bottom-up evidence allows employers and
other stakeholders to have a voice in MAC analysis.

Second, the MAC’s work has encouraged more informed debate about the
feasibility and desirability of alternatives to immigration in response to per-
ceived labour and skills shortages. In its analysis of the jobs that should be in-
cluded in the shortage occupation list, the MAC can decide not to include jobs
even if there is a labour shortage. Requiring the MAC to not only assess shor-
tages but also whether immigration is a sensible response helps to make clear
that the mere existence of a labour shortage does not automatically open the
door to migrant workers. Even when the MAC recommends the inclusion of
a particular occupation on the shortage list, it can point out that migration
may not be a sensible long-run response to shortages. For example, in its 2009
analysis and recommendations for the social care sector, the MAC concluded
that care “budgets need to be larger, or at least better targeted toward those
parts of the sector suffering from labour shortage, so that those workers can
be paid more.” It recommended that only the highest skilled care workers be
added to the shortage occupation list to avoid “institutionalising low pay in
the care sector.”
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Third, the MAC highlighted the link between immigration and other public
policies (such as training, modes of public sector service provision etc.) to fos-
ter more cooperation between government departments. In late 2008, then-
Prime Minister Gordon Brown announced that if an occupation was put on
the shortage occupation list, making it easier for British employers to recruit
non-EU workers to fill vacant jobs, the government would review whether
and how more training of British workers could reduce the need for migrants,
highlighting the links between shortages, migration, and training.

A key feature of the MAC — which can be interpreted as both a limitation and a
strength — is that it can deal only with questions submitted to it by the govern-
ment; it cannot independently conduct analyses and make recommendations
on other issues. For example, British politicians and stakeholders have discussed
numerical limits on non-EU migration for the past several years, but the MAC
dealt with the question of caps only after being asked to do so by the Conserva-
tive-Liberal Democrat government elected in May 2010. The previous Labour
government did not believe in numerical limits and therefore never commis-
sioned the MAC to analyse questions about capping labour immigration. The
Conservatives have advocated numerical limits since the mid-2000s.

A benefit of restricting the work of the MAC to questions posed by govern-
ment is that the government can be held directly accountable for whether it
accepts the MAC’s advice. It gives the MAC the freedom and the confidence to
set out recommendations in a degree of specific policy detail that means that
the impact of the MAC on the design of the system can be readily assessed. It
also means that the MAC’s time is not wasted looking at issues where the
government is not open to receiving independent advice.

A recent challenge for the MAC has been that, although it is entirely made up
of economists, recent commissions have included issues that involve social ef-
fects. Until 2010, the MAC dealt only with the economic aspects of migration.
The then-Labour government in 2008 established a separate Migration Impac-
ts Forum (MIF) to examine the social effects of migration, but it received little
support, prompting criticism that the government was considering only eco-
nomic issues in making migration policy. The current Conservative-Liberal
Democrat government asked the MAC to consider economic as well as social
impacts of migration when making recommendations to the government.
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An independent expert commission to advise on future EU labour immigration policies?
What - if any - are the implications of the British experience with the MAC
for labour immigration policy-making in other EU Member States, and for de-
bates about policy harmonisation across EU Member States? The experience
of the British MAC suggests that an independent expert commission could
make several key contributions to public debates and policy-making on la-
bour immigration at the national level. First, it could help to de-politicise the
debate on labour needs by allowing data and evidence to replace assertions
about the need for migrant workers. Careful consideration and analysis of
both top-down labour market indicators and bottom-up evidence from em-
ployers, unions, and other stakeholders can raise the quality of the debate
over the need for migrant workers and other labour immigration policy ques-
tions. Second, an independent commission can help to clarify the various me-
asures of shortages and outline sensible responses when shortages are found.
Third, a commission can make the trade-offs that underlie competing policy
objectives, such as the one between protecting local workers and giving em-
ployers easy access to migrant workers, clearer.

It is equally important to be clear about the limitations of an independent
commission. Immigration policy ultimately requires a balancing of compe-
ting interests. The experience of the UK’s MAC has shown that there is no
single answer as to whether migrants are needed to fill vacant jobs. Deciding
whether the optimal response should be additional migrants, higher wages,
or some other option is an inherently political decision. An independent com-
mission can make the trade-offs between policy options and their consequen-
ces clearer, which is a very important contribution. However, it cannot and
should not replace an explicit political debate about competing policy objec-
tives and trade-offs. An independent commission can provide the data and
evidence to improve migration decisionmaking, but it cannot resolve political
decisions about whose interest should have higher priority. The implication
is that the recommendations of an independent expert commission should
never be legally binding but presented as recommendations that are publicly
debated and that elected politicians can accept or reject.

An independent expert commission may also play an important role in ad-
vising the European Commission about the costs and benefits and policy op-
tions for selective harmonisation of policies towards migrant workers across
EU Member States.

There is clearly no ’one size fits all’ approach to the regulation of labour im-
migration. The design of any labour immigration policy requires three funda-
mental decisions: (i) how to regulate the number of migrants to be admitted
(e.g. through quotas or points-based systems); (ii) how to select migrants
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(e.g. by skill and/or nationality); and (iii) what rights to grant migrants after
admission (e.g. free choice of employment, access to welfare benefits, tempo-
rary or permanent residence, access to citizenship etc.). Different countries
are characterised by different labour markets (e.g. flexible vs. regulated), wel-
fare states (e.g. coordinated vs. liberal), immigration histories and policy-ma-
king processes. These differences mean that we can expect different countries
to address questions of openness, selection and rights of migrant workers
in different ways. The optimal labour immigration policy for Sweden (a co-
ordinated market economy with strongly regulated labour markets and an
extensive welfare state) is likely to be very different from the optimal labour
immigration policy for the UK (a liberal market economy with a more flexible
labour market and a smaller welfare state). This is precisely why efforts to har-
monise labour immigration policies across EU Member states have met with
stiff resistance from Member States. While there has been some progress with
regards to harmonising policies towards the rights of third country nationals,
there has been very little to no harmonisation of admission policies (openness
and selection) across Member States.

The rejection of a one-size-fits all approach does not mean, of course, that
there is no case for selective harmonisation of specific aspects or processes
of labour immigration policy-making. To engage EU Member States in a rea-
listic debate about this issue, we need ’hard-nosed’ analysis of the costs and
benefits of selective policy harmonisation for individual Member States and
not just the European Union as a whole. An independent expert commission
could provide transparent and objective analysis of this question and provide
advice to the European Commission on where policy harmonisation is benefi-
cial and, importantly, where it is not. Over time, an independent commission
could provide impact assessments of specific policy proposals by the Commis-
sion and/or provide new policy proposals.

There are of course many questions that would need to be resolved about
an independent expert commission that advises the European Commission
on immigration policy: how many members should it have? How should the
members be selected? Where should it be located within the institutional
structure of the EU? Who decides what questions it should analyse? These are
all big and important questions that go beyond of the scope of this chapter
and, in any case, require a considered and open debate.

An independent commission is clearly not a magic bullet to controversial and
highly contested policy questions that have been debated for many years. The
British experience with the MAC does suggest, however, that an independent
expert commission can make a powerful contribution by raising the quality
of the immigration debate and informing policy decisions. So there is a strong
case for the European Commission to consider this idea.
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Samuel Engblom

Labour migration, trade in services, equal treatment, and the
role of the EU

From a legal perspective, labour migration is a complex issue, at least if the
ambition is to go beyond the laws and by-laws that establish the labour im-
migration programmes as such. In this contribution, the reader will be intro-
duced to three categories of mobility: labour migration of employees, labour
migration of entrepreneurs, and labour migration related to trade in services.
These groupings do not correspond to any recognised legal categories, but are
an attempt to make a complex legal situation more legible. Labour migration of
employees is the rather straight forward situation where a person moves from
country A (country of origin) to country B (host country or country of work) to
work as an employee for an employer who is established in country B. Labour
migration of entrepreneurs refers to the migration of a person from country A to
country B to establish himself or herself as a self-employed entrepreneur in
the latter country. Labour migration related to trade in services is, as will be evi-
dent below, more complicated. The persons involved can be either employees
or selfemployed. The common denominator is that they maintain a strong
link to an economic entity in their country of origin.

Depending on the category of mobility, different rules apply not just for mig-
ration, but for labour law, social security, and taxation as well. Further, the
different categories raise different issues of for instance private international
law, countries’ obligation under ILO conventions, and — crucially — WTO-law.
These are important differences, as they affect the legal rights of migrant
workers, the incentives of employers to look for labour abroad, and - crucially
— the possibilities of the European Union and its Member States to regulate
labour migration.

Labour migration of employees

The most common form of labour migration, and the first category of mo-
bility to be examined here, is that of employees. Typically, this requires a
work permit which in turn is subject to conditions. Martin Ruhs (2011) has
described how countries try to govern labour migration through regulating
openness (the number of migrants to be admitted e.g. quotas, labour market
tests, fees) selection (e.g. by skills, nationality) and rights (what rights to grant
migrants after admission e.g. free choice of employment, access to the welfare
state, temporary or permanent residence, family reunion).

From the perspective of labour law, labour migration of employees is rather
uncomplicated, at least from a theoretical perspective. As long as their em-
ployer is a company or an organisation established in the country of work,
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these employees fall fully under host country labour law. At least in liberal
democracies, employers are not allowed to treat them differently than other
employees. The reality of many migrant workers is, however, less rosy. In a
2010 report on labour migration, the ILO pointed to poor or even dangerous
working conditions, low wages that are often not paid in full, denial of the
freedom of association, discrimination and xenophobia as some of the hard-
ships facing many migrant workers. The ILO identified, as one of the factors
affecting the working conditions of migrant workers, their migration status.
”The more tenuous the worker’s migration status, the more barriers there are
to seeking redress for unfavourable treatment” (ILO 2010, page 77).

Often, labour immigration programmes grant work permits on the condition
that the job in question fulfils requirements on wages and that other working
conditions are in parity with those of host country workers, or at least above
a certain threshold. Such controls are often described as barriers to entry,
aimed at protecting host country workers from social dumping. This type of
ex-ante control of working conditions should, however, also be seen as mo-
tivated in a context of combating discrimination and substandard working
conditions. At their best, labour law and labour immigration programmes can
be mutually reinforcing.

When it comes to social security, access is often quite restricted, in particular
for temporary labour migrants. An often neglected issue in this respect is the
duty of employers to pay employers’ contributions. On the one hand, in cases
where migrant employees cannot enjoy benefits, it could be seen as unreaso-
nable to oblige employers to pay contributions. On the other, if migrant wor-
kers are exempted from contributions, this will distort competition between
companies that hire workers with different migration statuses. Migrant em-
ployees that take up residence in the country of work will normally be taxed
there. If the length of their stay is below a certain threshold, like six months
during one year, special rates often apply. Their employer, established in the
country of work, naturally pays taxes there, too.

From a legal perspective, labour migration of employees stands out as the
most inclusive form of labour migration. In this category of mobility, at least
as far as European Union Member States are concerned, the main rule is that
migrant workers fall under the same rules as host country workers, but with
some ex-ante controls of wages and working conditions. This should also
make this category of mobility more easily accepted politically, as the risk for
underbidding and social dumping is lower than in other categories.
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Labour migration of entrepreneurs

Labour migration of entrepreneurs can be defined as a person moving from
country A to country B to establish a business. Residence permits for entre-
preneurs are not always labelled work permits but are, like these, subject to
conditions. As in the case of labour migration of employees, many countries
operate several different schemes for migrating entrepreneurs (OECD 2010).
Some countries distinguish between the migration of the self-employed and
the migration of investors, where the former are distinguished by their perso-
nal involvement in managing the business. Common requirements are expe-
rience in managing a business, a business plan, an estimated number of jobs
to be created, a certain amount of capital, proof that the entrepreneur can
support himself or herself and family members for an initial period, and pro-
ficiency in the host country language or in English. Some countries also give
preference to entrepreneurs wishing to invest or start a business in less deve-
loped parts of the host country.

Also in this case, the fact that the entrepreneur establishes himself or herself
in the country of work means that his or her business falls under the labour
law, the social security law and the tax law of that country. If the rules are
followed, migrating entrepreneurs therefore do not enjoy any regulatory ad-
vantage over entrepreneurs already present in that country. Probably due to
the high thresholds for getting a residence permit and the generally positive
perception of entrepreneurs, this category of mobility is seldom discussed as
problematic.

Trade in services

New regulations of trade in services have added a new dimension to labour
migration. New methods for organising companies and production net-
works, together with improved communications, have increased the need
and possibilities for companies to send employees abroad to work for shor-
ter periods and for the self-employed to sell their services to customers in
other countries. Trade in services between European Union Member States
and third countries that are members of the World Trade Organisation (WTO)
is, at least in a formal sense, governed by the WTO’s General Agreement on Trade
in Services (GATS). The definition of trade in services found in Article I of the
GATS is commonly described as the four modes of trade in services.

e Mode 1 - Cross-border supply, is the supply of a service from the territory of
one Member into the territory of any other Member, e.g. services rendered

over a telephone line or the Internet.

e Mode 2 — Consumption abroad, is the supply of a service in the territory of one
Member to the service consumer of any other Member e.g. tourism.
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e Mode 3 — Commercial presence, is the supply of a service by a service supplier
of one Member, through commercial presence in the territory of any other
Member, e.g. the setting up of a branch of a company in another country.

e Mode 4 — Presence of natural persons, is the supply of a service by a service
supplier of one Member, through presence of natural persons of a Member
in the territory of any other Member, e.g. non-nationals on consultancy or
construction tasks.

”Services” here include any service in any sector except services supplied
”in the exercise of governmental authority,” defined as ”any service which is
supplied neither on a commercial basis nor in competition with one or more
service suppliers” (Article I:3 litt. b and c).

In the context of labour migration, the two modes of interest are Mode 3 and
Mode 4, in particular the latter. As Panizzon has pointed out, "with the excep-
tion of the non-refoulement principle in refuge law, [...], the WTO members’
commitments in Mode 4 of the GATS are the only binding international obli-
gations in place to limit national sovereignty over the admission of foreig-
ners” (Panizzon 2010, page 10). Another author has described Mode 4 as “the
only internationally agreed legal instrument with the potential to become a
functioning multilateral labour migration regime” (Broude 2007, page 4).

The basis for the GATS order is the principle of most-favoured-nation (MEN) tre-
atment (Article II). Under MFN, Members are obliged to "accord immediately
and unconditionally to services and service suppliers of any other Member
treatment no less favourable than that it accords to like services and service
suppliers of any other country”. The MEN in the GATS is less strong than that
of the GATT, as it is qualified by the possibility of derogation. MEN rules apply
only if no exemption has been notified. The possibility to make exemptions
is, however, limited. Importantly, it is meant in the positive, as a possibility
to treat some trading partners better than others. This is also the spirit of
the two articles that specifically allows for economic integration through free-
trade areas such as the European Union (Article V) and labour market integra-
tion agreements (Article V bis) between a limited number of countries where
at least one is a WTO member. Article V bis was inserted at a late stage in the
negotiations and has been seen as an expression of the contracting parties’
“willingness to limit the possible impact on domestic immigration regimes
resulting from the wide definition, in Art. I:2, of the modes of service supply,
in particular mode 4” (Wolfrum et al 2008, page 154). In order to prevent abu-
se of this possibility, the standard set for an agreement to qualify as a labour
market integration agreement is rather high. To qualify, the agreement must
establish ”full integration of the labour markets between or among the
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parties” and "exempt citizens of parties to the agreement from requirements
concerning residency and work permits”. So far, only one labour market inte-
gration agreement has been notified to the WTO: the Common Nordic Labour
Market covering Denmark, Iceland, Norway, Sweden and Finland.

The GATS also contains rules on market access (Article XVI). GATS does not
grant market access to all services as a general right. Instead, members can
chose to open specific service sectors through specific commitments. Once
opened up, GATS members must grant access as specified to service suppliers
and services for all other Members.

Under Article XVII "each Member shall accord to services and service supp-
liers of any other Member, in respect to all measures affecting the supply of
services, treatment no less favourable than that it accords to its own like servi-
ces and service suppliers”(National treatment). There is no general guarantee of
national treatment and is not an obligation applicable to all trade in services,
but only to areas where specific commitments have been made. Members are
obliged to treat all foreign services or service suppliers equally, but these do
not have a general right to be treated equally to domestic services or service
suppliers. National treatment can be secured by treatment which is formally
identical or formally different, as long as it does not distort competition.

Further, Articles XIX-XXI contains provisions on progressive liberalisation. These
mandate new rounds of negotiations on the liberalisation of the entire sector
every five years. The progressive liberalisation provisions have been described
as the GATS’ "built in agenda” (Stoll and Schorkopf 2006, page 197).

To sum up, the GATS approach is ’positive listing’, in which market access is
liberalised and national treatment granted only to the extent to which WTO
members have entered commitments into their schedule. The Members enter
into commitments for each of the four different modes of service, which
together make up their ”schedule of commitments”. If a WTO member deci-
des to modify their schedule, e.g. by retracting a commitment or re-introduce
a barrier to market access, and the modification has an adverse effect on tra-
de, it must compensate all other WTO members by offering commitments in
another sector or mode of supply (Article XXI).

GATS Mode 3 Commercial Presence

As mentioned above, GATS Mode 3 is the supply of a service by a service
supplier of one Member, through commercial presence in the territory of any
other member, for example through an agency, branch, subsidiary or joint
venture.
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GATS Mode 3 can involve labour migration in different ways. If the company
establishing itself is in fact a self-employed worker or if the establishment
involves an owner of the business moving to the host country, the situation
is the same as in the category labour migration of entrepreneurs. An interesting
question, which still begs for an answer, is whether all migration of entrepre-
neurs between WTO Members are covered by GATS Mode 3 or not. Mode 3 can
also lead to labour migration if the company establishing itself brings one or
several employees that become employed by the entity in the host country.
These employees will typically need work permits, and their movement falls
in the category labour migration of employees. In both cases, as the company is
established in the host country, the labour, social security and tax law of the
country of work typically applies.

The third possibility is Mode 4 movements linked to Mode 3. In Members’
schedules of commitments, movement of natural persons under GATS Mode 4
is more often than not linked to Mode 3. This means that Mode 4 movements
in the form of intra-corporate transferees, business visitors, executives, managers
and specialists (see below) are conditioned on foreign direct investments under
Mode 3.

GATS Mode 4 Presence of Natural Persons

GATS defines Mode 4 as the supply of a service "by a service supplier of one
Member, through presence of natural persons of a Member in the territory of
any other Member.” Most commonly, this means that a company in country A
(the service supplier) sends one or more of its employees (natural persons) to
country B to deliver a service. Another variant is that a self~employed worker
from country A goes to deliver a service in country B. Both country A and
country B must be WTO members and the natural persons involved must
be nationals or permanent residents of a WTO member other than the host
country B. The concept resembles but is not identical to posting of workers in
EU law.

GATS Mode 4 distinguishes itself from labour migration of employees by the
fact that the person performing the work is employed by a service supplier
in country A while carrying out work in country B. If the person instead is
employed by a company in country B, he or she falls in the category of la-
bour migration of employees. The crucial point is thus the location of the
employer. This view can find additional support in the Annex on Movement
of Natural Persons Supplying Services under the Agreement attached to GATS,
where the second paragraph states that the agreement “shall not apply to
measures affecting natural persons seeking access to the employment market
of a Member”. This has been interpreted as implying that the employment
of foreigners by employers established in the country of work, that is the
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labour migration of employees, falls outside the scope of GATS Mode 4. As
already explained, the location of the employer has great consequences for
the application of labour law and the duty to pay taxes and social security
contributions.

Another important distinction is whether the cross-border movement is
temporary or permanent. In trying to distinguish trade in services from labour
migration of employees, this is not a very useful distinction, as most labour
migration of employees also is temporary in nature. But for self-employed
workers, the distinction makes more sense, as a self-employed person who
establishes himself or herself in another country would fall under labour
migration of entrepreneurs or GATS Mode 3.

From a GATS perspective, the distinction between temporary and perma-
nent is, nonetheless, highly relevant. The second part of the above mentioned
second paragraph of the Annex on Movement of Natural Persons Supplying
Services under the Agreement stipulates that the agreement shall not apply to
“measures regarding citizenship, residence or employment on a permanent
basis.” Neither the agreement nor the annex specifies any time frame to deter-
mine what might constitute temporary presence. Instead, the Members have,
in their schedules of specific commitments, indicated the permitted duration
of stay for the different categories of natural persons. In practical terms, the
provision means that members are free to define the mentioned aspects of
their labour migration policy.

When it comes to temporary stays in their territory, however, the freedom of
the Members is more limited. According to paragraph four of the Annex, "the
Agreement should not prevent a Member from applying measures to regulate
the entry of natural persons into, or their temporary stay in, its territory |...]
provided that such measures are not applied in such a manner as to nullify or
impair benefits accruing to any Member under the terms of a specific commit-
ment.” In a footnote, it is said that “the sole fact of requiring a visa for natural
persons of certain Members and not for those of others shall not be regarded
as nullifying or impairing benefits under a specific commitment”.

Taken together, this means that WTO members are allowed to require that
natural persons who enter their territory to supply a service have a work
permit, but that these requirements must not be used in way that lessens the
value of their commitments.

Of the four modes of delivery, Mode 4 is the one where WTO members have
opened up the least. The commitments are generally targeted at skilled wor-
kers, in particular highly-educated professionals. Members’ schedules also
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delineate access conditions by further subdivisions of Mode 4, for example
independent professionals, contractual service suppliers (employees of a service
supplier from country A without a commercial presence in country B delive-
ring a service to a client in B), intra-corporate transferees (employees that are
sent by their employer to work temporarily in another Member where there
employer has a commercial presence, but that remains employed by the com-
pany in the first state) and business visitors (employees of a service supplier in
country A that enters country B to, for example, set up a commercial presence
or negotiate the sale of a service) (WTO Document S/C/W/[301). In addition,
there is, as mentioned above, often a linkage with Mode 3 where temporary
movement of labour is conditioned on foreign direct investments and the
commercial presence of a foreign service supplier.

Mode 4 workers are still employed by the employer in their country of origin
and are not residents of the country of work. As far as social security and
taxes are concerned, they therefore normally fall under the jurisdiction of
the country where the employer is established. For labour law, the answer is
more complicated and takes the route over private international law. Private
international law is the set of rules that determine who has jurisdiction and
which country’s law should apply in cross-border situations. For EU Member
States, the relevant text is Regulation 593/2008/EC on the law applicable to
contractual obligations (Rome I). The rules of the regulation are valid both
between European Union countries and in relation to countries outside the
European Union. According to Article 3, the main rule is that the parties are
free to choose which country’s law should apply to their contract. In the case
of individual employment contracts, according to special provisions in Article
8 of the Rome I-regulation, the parties’ choice is limited in order to protect
employees. Technically, the main rule is that the parties are free to agree on
the applicable law, but only as long as the employee is not deprived of protec-
tion that he or she would have had if no such agreement had been reached.
In practice, the main rule is the provision in Article 8.2 that the applicable
law is the law of the country in which the employee “habitually carries out
his work”. The country where the work is habitually carried out shall not be
deemed to have changed if the employee is temporarily employed in another
country. This means that if an employee who normally works in Country A
is sent by his or her employer temporarily to Country B to provide a service,
the labour law of Country A still applies. If it is not possible to determine in
which country the work is habitually carried out, "the contract should be go-
verned by the law of the country where the place of business through which
the employee was engaged is situated” (Article 8.3). The presumptions above
may have to yield to a final provision in Article 8.4. If it "appears from the
circumstances as a whole that the contract is more closely connected with a
country other than that indicated in paragraphs 2 or 3, the law of that other
country shall apply”.
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For Mode 4, these rules lead to the result that it is the labour law of the ser-
vice provider’s country of origin which is to apply. This becomes particularly
relevant as a common limitation imposed by European Union Member States
on Mode 4 movements is that the employees providing the service must have
been employed by the service provider in the country of origin for a certain
period of time before being sent abroad further.

Taken together, this means that a company sending employees to temporarily
provide services in another country can do so without these employees beco-
ming subject to host country labour law. If there are significant differences
between the labour law of the country of origin and the host country, and
these amount to significant differences in labour costs, Mode 4 can amount
to ’face-toface social dumping’, that is employees and companies on the same
labour and services markets using differences in regulation to gain competi-
tive advantages. The risk increases further if differences in taxes and social
security contributions can be exploited as well.

GATS does not contain any provisions equivalent to the European Union
Directive 96/71/EC on the posting of workers, which proscribes that certain
parts of host country labour law should apply to employees that are sent by
their employer to provide a service in another country, regardless of Rome 1.
Instead, it is the Mode 4 workers’ need for work permits that imposes host
country labour standards on employees sent by their employers to provide
services in another WTO member. As mentioned above, work permits are
often conditioned on the job in question fulfilling requirements regarding the
wages and other working conditions. It is not uncommon, however, that these
requirements are more for categories of Mode 4 workers, for instance intra-
corporate transferees. Another possible route for host country labour law to
reach the working conditions of Mode 4 workers is if the foreign service pro-
vider signs a host country collective agreement. This is not very common and
preconditioned on the presence of strong trade unions and maybe even on
host country trade unions having a possibility to take industrial action against
the foreign service provider (see below). A third possibility is that foreign ser-
vice providers that are temporary work agencies could fall under host coun-
try regulation of this industry, for instance requirements that employees of
temporary work agencies should have wages on par with those of the user
companies’ own employees.

What Role for the European Union?

Full harmonisation of Member States’ labour migration policy, creating a
uniform regulation of the conditions under which labour migrants are al-
lowed access to Member States’ labour markets, is probably out of the ques-
tion for the foreseeable future. Compared to the original draft, the Blue Card
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Directive 2009/50/EC was passed in a diluted form, without the possibility of
blue card holders to circulate between Member States. The three proposals
for directives (single permit, seasonal work and intra corporate transfers), that
at the time of writing are still being negotiated, will not amount to a compre-
hensive European labour migration policy. The difficulties have not only been
political, migration being an area in which Member States are reluctant to
yield power to a supranational body, but practical as well. Differences in both
migration policy and in labour market institutions mean that one model for
labour migration will never fit all Member States.

Still, the rest of this contribution will argue that if the full set of legal regu-
lations governing labour migration is taken into account, it becomes obvious
that there are two areas in which the European Union definitely has role
to play. In one area — trade in services related labour migration — it is the
EU that must act, as the competency on trade issues rests with the EU, not
the individual Member States. In another area — strengthening the right to
equal treatment for migrant workers — the EU is better suited to act than the
Member States, as a supranational framework will be less dependent on the
political developments of individual countries, for example in the form of
racist, xenophobic, or populist political parties. Below, they will be treated in
reverse order, as the envisioned role for the EU in strengthening the right to
equal treatment has consequences for EU action in the area of trade in services
related labour migration.

Strengthening the Right to Equal Treatment

Equal treatment and non-discrimination is an important principle of EU law.
Article 19 TFEU stipulates that within the scope of the Treaties, any discrimi-
nation based on nationality should be prohibited. As many have noted, this
is not a human rights provision concerned with any differential treatment
based on nationality. The article, and subsequent secondary legislation, was
constructed to prohibit nationality discrimination only to the extent that it
may impede the exercise of free movement rights. With this rationale, the
exclusion of third country nationals from the scope of EU equal treatment
law is logical.

Increasingly, however, this position is being criticised. Writing on the evolu-
tion of EU equal treatment law, Bell argues that "this logic for the exclusion of
third country nationals have been more tenuous over time” and that ”a blan-
ket denial of equal treatment to third country nationals seems increasingly
hard to reconcile with the Union’s rhetorical commitments to promoting
migrant integration and the fight against racism and xenophobia” (Bell 2011,
page 620). Some steps in this direction are also being taken, for example th-
rough the Long-term Residents Directive (2003/109/EC), which has recently been
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amended to include also refugees and persons with subsidiary protection sta-
tus (Directive 2011/51/EU).

The issue of whether or not third country nationals should be covered by EU
anti-discrimination law lies beyond the scope of this contribution. There are
however, good arguments for why strengthening the right to equal treatment
of migrant workers could be a valuable contribution to improve labour mig-
ration policies in the Member States.

As already mentioned, migrant workers frequently work under worse con-
ditions and for lower wages than host country nationals. Promoting equal
treatment of migrant workers is a good policy from several different perspec-
tives. First, there are strong human rights arguments to prevent nationality-
based discrimination in the labour market. Under Article 14 of the European
Convention on Human Rights, which is part of EU law, “the enjoyment of the
rights and freedoms set forth in this Convention shall be secured without
discrimination on any ground such as sex, race, colour, language, religion, po-
litical or other opinion, national or social origin, association with a national
minority, property, birth or other status.” In the already mentioned report on
labour migration, the ILO points out that "migrant workers, whatever their
status, are always entitled to human rights, as are all members of the human
family in every part of the world” (ILO 2010, page 118). In the Universal Decla-
ration of Human Rights, Articles 23, 24 and 25 specifically address work and
employment, granting just and favourable conditions of work, equal pay for
equal work without any discrimination, just and favourable remuneration,
the formation and membership of trade unions and rest and leisure, including
reasonable limitations on working hours and periodic holidays with pay.

Secondly, a situation where hundreds of thousands of workers, maybe more,
within the EU earn lower wages and work under substandard conditions
amounts to a form of social dumping that distorts competition between wor-
kers and between companies and could lead to an erosion of wages and wor-
king condition for all workers. Thirdly, if labour migration leads to a great
influx of cheap labour, there is a risk that productivity in the most affected
sectors will be hurt, as employers no longer face the same pressure to im-
prove efficiency. Finally, faced with an intensifying international competition
for manpower, the EU should be careful not to gain a bad reputation as a
destination.

One possibility for improving European labour migration policy is therefore
the adoption, by the EU, of a framework directive for the equal treatment of
migrant workers. Inspiration for such a framework could be taken both from
the Employment Equality Directive (2000/78/EC) which according to its first
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article ”lays down a general framework for combating discrimination on the
grounds of religion or belief, disability, age or sexual orientation as regards
employment and occupation, with a view to putting into effect in the Member
States the principle of equal treatment” and the framework directives for the
equal treatment of atypical workers such as the Directive on fixed-term work
(1999/70/EC) and the Directive on part-time work (97/81/EC) which combine
equal treatment and protection with an overall goal of promoting a typical
work.

The framework could include a general rule prohibiting discrimination of
migrant workers from thirdcountries as far as pay, working conditions, and
trade union rights are concerned. It should be clear from the framework that
equal treatment is more than fulfilling minimum standards. Migrant wor-
kers should enjoy working conditions on the same level as comparable host
country workers. The framework could also require Member States to have ef-
ficient mechanisms to ensure that migrant workers are indeed enjoying equal
treatment, e.g. through pre-employment screening of working conditions and
an efficient system for controlling that the conditions are met in practice.

Ensuring equal treatment is, however, not only a question of the formal legal
framework. The actual enjoyment of equal rights is closely connected to in-
dividual bargaining power, the strength and presence of trade unions in the
sector, and the actions of public authorities. Both trade unions and public aut-
horities, such as labour inspectorates or occupational health and safety autho-
rities, should pay sectors or companies with a high share of migrant workers
particular attention. In this respect, it is important that the EU actions in the
field of labour migration provide Member States with enough flexibility to
accommodate the different traditions of enforcing labour law.

Trade in services entail particular challenges to the principle of equal treat-
ment. Above, it has already been described how Mode 4 workers fall under the
labour law of the service provider’s country of origin, not the country of work.
In addition, working in one country with the formal employer located in an-
other country typically makes claiming rights more difficult and complicates
for trade unions and public authorities. Taken together, this means that the
risk that they will not receive equal treatment is greater than for other mig-
rant workers. Belonging to different social security systems and tax regimes
further increases the risk for unit labour cost differences that lead to com-
petition on a not so level playing-field. That these fears are not unfounded is
evident from the tensions surrounding the posting of workers within the EU.
As the differences in labour costs tend to be even greater between the EU and
third countries than between Member States, the problem will not be any
smaller.
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In some cases, such as with business visitors and short term intra-corporate
transferees, claiming equal treatment would be going too far, as their connec-
tion to the host country is weak and temporary, and they do not in fact com-
pete with workers in the country of work. However, denying equal treatment
to workers in other cases, solely because they enter the country under the
label “trade in services”, is equally illogical. An EU framework for the equal
treatment of migrant workers must therefore not treat trade in services as
an exception, but clearly stipulate that also this category of migrant workers
have the right to equal treatment.

Experiences from the trade in services within the EU have also highlighted
another problem: the possibility to take industrial action. In many industrial
relations systems, the enforcement of equal treatment of migrant workers is
dependent on the possibility for trade unions to negotiate with employers.
Getting negotiations started is in turn connected to the potential threat of
industrial action. For reasons that will be evident below, the right to take
industrial action should not be regulated in a framework on equal treatment.
Such a framework directive could however, require that foreign service pro-
viders have a representative in the country of work, that authorities can hold
responsible and trade unions can negotiate with.

Reconciling Trade in Services and Labour Migration Policy

The European Union is a WTO member in its own right, as are all 27 Member
States. Through the common commercial policy the EU is one single actor in
trade issues, including WTO matters. It is the European Commission that ne-
gotiates trade agreements and represents the European interests on behalf of
the Member States. As far as trade in services related migration is concerned,
the EU will therefore automatically play an important role. In this capacity,
the EU will have to try and reconcile the potential conflict between GATS and
labour migration policy.

As explained above, through GATS, WTO members are required to liberalise
access to their services markets, to treat services and service suppliers from
all Members equally. However, the mostfavoured-nation treatment is in some
ways the anti-thesis of the selectivity and bilateralism of many labour immigra-
tion programmes. While GATS prescribes market access, labour immigration
programmes use quantitative limits such as quotas and labour market needs
test. The principle of national treatment, however weak in GATS, could be at
odds with the desire of labour immigration programmes to treat migrant em-
ployees and entrepreneurs differently. Finally, labour migration policy is not
a part of any process of progressive liberalisation. On the contrary, countries
often try to maintain a discretion to change conditions for access according to
the needs (or the political situation) of the host country.
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For the time being, the numerous exemptions from the above mentioned
principles, together with the rather limited commitments made by WTO
Members in Mode 4, means that the potential conflict has not materialised
fully. As the national treatment provision in GATS do not entail any gene-
ral right to be treated equally to domestic service suppliers, it has been pos-
sible to accommodate labour immigration programme requirements of for
example wage parity, professional qualifications, and linguistic proficiency.
Likewise, market access limitations such as pre-employment requirements,
whereby a potential Mode 4 worker must have worked for the home country
company for a certain period of time before being sent to supply services, and
labour market needs tests are so far accepted (WTO Document S/C/W/75).

The opposition to these kinds of limitations are nevertheless growing. Already
in the year 2000, WTO members agreed that the scheduling of labour market
needs tests (in WTO parlance economic necessity tests) should include non-
discriminatory and objective criteria indicating why such a test is justified
(WTO Document S/CSS/W/12). In 2003, a number of developing countries, in-
cluding Brazil, India, Pakistan and Mexico tabled a plurilateral request calling
on industrialised countries to make openings in Mode 4 also for unskilled
workers (WTO Document TN/S/W/14).

Its competencies in the trade field also mean that the EU has a reason to pay
close attention to bilateral migration agreements signed by individual Mem-
ber States. To the extent that such agreements cover situations of temporary
migration where the formal employer of the natural person providing the
service is located in the home country, they fall under GATS Mode 4. In fact,
host countries’ concerns that labour migrants should return to their home
country after the end of their contract may even favour arrangements where
the migrant worker is still employed in their country of origin. But as the
most-favoured-nation treatment applies unconditionally, that is regardless of
whether the member has made any commitments in the area or not, a WTO
member that through a bilateral migration treaty grants service providers
from a certain country access to its service markets runs the risk of violating
the MEN clause of the GATS.

Another challenge for EU trade in services policy is fundamental labour stan-
dards. This issue is important for labour migration policy for two reasons.
First, as mentioned, in some industrial relations systems, the possibility to
take collective action against a foreign service provider is a precondition for
guaranteeing equal treatment. Second, it will probably be easier to gain ac-
ceptance for more trade in services if foreign service providers are not percei-
ved to be operating under different rules than domestic companies.
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All EU countries are members of the ILO and all have ratified the organisation’s
core conventions regarding e.g. the right to organise and bargain collectively
(ILO Conventions 87 and 98). According to established praxis from the ILO’s
monitoring body, the Committee on the Freedom of Association (CFA), the
right to take collective action is part and parcel of the right to bargain col-
lectively. That fundamental rights at work and trade in services can come
into conflict have been all too clearly spelled out by the European Court of
Justice (ECJ]) in Laval (C-341/05) and Viking (C-438/05). In these cases, the ECJ
found that the right to take collective action is a fundamental right, but that
it nonetheless has to be weighed against other rights such as the freedom to
provide services (resembling GATS Mode 4) and the right of establishment
(resembling GATS Mode 3). The ILO does not accept this type of restrictions on
the right to take collective action. In 2000, the CFA in Case 1963 concerning
Australia noted “that by linking restrictions on strike action to interference
with trade and commerce, a broad range of legitimate strike action could
be impeded” and requested that the Australian government amend the le-
gislation in question. More recently, another ILO body, the Committee of Ex-
perts (CEACR), after a complaint from a British trade union for airline pilots
(BALPA), found that the limits on the right to strike expressed in the Laval and
Viking rulings violate ILO Convention 87, and urged the UK government to
change their legislation.

As EU Member States have obligations both to the WTO and the ILO, the EU
must find a way to make sure that trade in services does not come into con-
flict with fundamental labour standards. From a strict public international
law perspective, the 1969 Vienna Convention on the law of treaties, ILO
Conventions 87 and 98 are generally considered to have precedence over
GATS as the Member States signed and ratified these conventions long before
the GATS. Nevertheless, the WTO has a monitoring system with much more
‘teeth’, as it can impose hard-felt economic sanctions on Members, while the
ILO’s monitoring mechanism operates more on a name-and-shame basis.
Violating fundamental trade union rights as interpreted by the ILO could still
be costly for European countries, as the European Court of Human Rights in
recent years have held that the right to collective bargaining is “an essential
element” of the freedom of association, making explicit references to the ILO
(Demir and Bakara vs Turkey [2008] ECHR 1348).

The objective of the European Union in future trade in services negotiations
should be to open up trade in services to an extent and in a way that allows
the EU and its trading partners, in particular the least developed countries, to
reap the benefits of increased trade, while at the same time ensuring equal
treatment for migrant workers and allow the Member States to retain some
control over migration policy.
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This will not only require skilful negotiation by the EU. It is highly likely that
the Member States will have to make some amends as well, and adjust labour
migration policies to provide a better fit with WTO categorisation and criteria.
One way to minimise potential conflicts would be to make application pro-
cedures for work permits faster, cheaper and less bureaucratic as this would
make the "too much red tape’ argument against control of Mode 4 movements
less valid. Another way would be to open up in the category labour migration
of employees, as this would reduce the need for special solutions, such as ICT,
that are, or border on, trade in services.

Further, the EU will also have to demonstrate that its negotiating position
is not based on protectionist concerns. One of the keys to credibility in this
respect is probably that the European Union and its Member States increase
the possibilities for immigration of low-skilled workers. Once again, the best
way to do this will be in the form of labour migration of employees. In addi-
tion, the fact that negotiations on Mode 4 can be linked both to other modes
of service delivery and to commitments under other WTO agreements — for
example on agriculture and intellectual property — creates opportunities that
are not present in traditional bilateral migration agreements, restricted to
visa requirements, labour market openings, and development aid.

Not all issues are the subject of trade negotiations. While linking different
trade issues can provide a way to facilitate successful negotiations, one must
also remember that there are issues that fall outside of the GATS and that
are not the competence of the WTO, notably labour migration not related to
trade in services. In trade negotiations, the EU must therefore make sure that
the concept of trade in services does not expand to include what is rightly la-
bour migration of employees. In the case of equal treatment and fundamental
rights at work as defined by the ILO, the solution to the potential conflict is
not, as some have suggested, to insert social provision into WTO agreements,
as the effect would be to give the WTO dispute settlement system jurisdic-
tion over human rights. Rather, the EU should concentrate on ensuring that
Members fulfilment of their commitments to the ILO can never be considered
violations of trade treaties.

In conclusion, a possible path of development for European Union labour
migration policy would be to leave detailed regulation of Member States’ la-
bour immigration programmes aside and concentrate its efforts in the areas
where the European institutions have their strongest mandate and where the
EU is better placed than the individual Member States to take action.
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Alessandra Venturini
Should Europe speed up integration strategies?

This brief note brings together the arguments for a common European in-
tegration policy. It starts by explaining why permanent migration is needed
in Europe and thus why integration of immigrants is necessary. In this way,
we do not enter into the endless debate over the most appropriate way of
defining the process variably named ’inclusion’, ’accommodation’, ’incorpo-
ration’, etc., but instead take a straightforwardly pragmatic approach. The
paper focuses on the main components of economic integration, namely the
integration of foreign nationals into the labour market and into the welfare
state, and presents the main results of economic research on these two issues.
Then it gives an overview of the more difficult debate on the social and cul-
tural integration of immigrants, forms of integration which help along eco-
nomic integration. The paper closes with suggestions for policies that might
favour the needed integration, policies that should be case specific but framed
in a coherent approach.

Does Europe need migrants?

The discussion on an integration policy for foreign nationals has to start by
demonstrating that Europe needs migrants. There are three striking reasons
for this.

e First and foremost, there is the problem of total population decline. In Eu
rope fertility is declining, the composition of the population is changing,
but more importantly the total amount of the working age population is
declining. The European labour force (age 15-59) stood at 313 million in
2010, while without migration it will be 246 million, or with similar mig
ration inflows as today, 299 million by 2050. The stock of the EU27 working
population is falling by 9.5 per cent every ten years, or by 4.5 per cent if
the inflows of migrants continue at the same pace. As has been pointed out
by Philippe Fargues (2011), the reduction of the working population implies
a reduction in consumption and in production, which will lead to an even
larger decline in employment and thus in the active population.

Even if active social policies — which support families with many children

— and labour market policies — which favour the participation of women with
many children in the labour market — can counteract the decline or even
favour an increase in the fertility rate, they are unable to bring the fertility
up to the transition rate needed to have a balanced population. Women face
a double challenge: they are agents of reproduction and yet at the same
time necessary components in the labour market. The possibility of intro-
ducing ”special support policies” to favour women’s employment is undercut
by the global competition in the goods market, which reduces the profit
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margin of firms and thus discourages the hiring of ”costly” workers.
Meanwhile, the possibility of introducing subsidies is unfeasible in countries
with very large fiscal deficits.

The detrimental demographic and economic effects of a reduction of the
total European population are reinforced by the socio-political consequences.
The size of the European population will remain a major factor in determining
the international role of Europe, and is a matter of interest for all European
citizens.

Thus to counteract the scenario of a smaller and older Europe, the only
solution both in the short and in the medium run, and probably also

in the long run, is immigration, namely additional population.

This approach ascertains migration as a permanent move. If immigrants
are to help slow down the declining economic and social role of Europe,
they must see themselves as European citizens. In this perspective,
migration becomes strictly intertwined with integration policies.

Second, there is the ageing of the European population, which contributes
to fiscal imbalances related to pension and welfare systems. In short, the
share of the ’cake’ that the retired are consuming is larger than that
which the workers are contributing. In 2010, the EU27 Member States’
population above 60 years old — a proxy for the potential number of
retirees — was 116 million or 23 per cent of the total population. Meanwhile,
the 15-60 year olds — the working population — was 61 per cent of the total
population. In 2050, the share of the potential retirees will be 36 per cent
while the potential working age (15-60) population will be only 53 per cent
of the total.

It should be noted here that the ageing of the European population is very
uneven. It is very substantial in Italy and Germany, but it is relevant also
in several new accession countries, such as Poland and Latvia, where
emigration is aggravating the population imbalance.

The figure below is derived from the research of Fargues cited above and
shows the increase in the dependency ratio for the EU27 Member States,
namely the ratio of the number of people aged 65 years and above to the
amount of the working age population, the 20-65 year olds. What emerges
is that in the 1950s, the “old” represented only, on average, 15 per cent of
the working age population, while today they make up 28 per cent and in
the future they may reach 50 per cent, with much larger variation among
the EU countries. In addition it shows that Europe is comparatively older
than other world regions.
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Figure 9: Old age dependency ratio 1952-2050
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The simulation made by Fargues (2011) shows that to keep the current
dependency rate constant (see figure 10), a postponement of the retire-
ment age to 75 years is required. This, at the moment, looks unfeasible.

Figure 10: Age at retirement necessary to maintain old age dependency ratios at 2010 level
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Source:Philippe Fargues, 2011 Author’s calculation based on EUROSTAT projections

The pension system is crucial in maintaining intergenerational social
cohesion, and the public pension systems are generally based on the ’pay
as you go’ system, with the contributions paid in by the workers being
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used to pay out the pensions of the retired. Thus, a balanced population is
crucial to making the systems function. Only a completely insured
pension system can do without a balanced population, and none of the EU
pension systems can be regarded as such. The fiscal deficits of European
countries are, in several cases, alarming, and these shortfalls make it
harder to finance the pension deficits through general taxation. In this
way, European countries are pushed towards reducing the amount of
welfare granted to their nationals.

The ageing of the population is also important socio-politically, because
while it has a short run cost, it also has long run implications in terms of
falling innovation, as well as in terms of an increase in conservative
tendencies which favour neither economic nor social development.

As in the previous approach, the ageing of the European population
implies that migrants are needed. In particular, working migrants are
needed, making the successful economic integration of migrants crucial.

e Third, there is an economic dimension. Seen in economic terms, migrants
are ’greasing the wheels’ of the European economies. Foreign labour intro-
duces flexibility into economies where an attachment to the national
culture and language, in combination with the welfare provided by the
state, discourages internal mobility. The increase in income per capita of
the European population has reduced the natives’ propensity to move:
Italian, Spanish and Portuguese citizens, for instance, are less likely to
leave their own country than before. Many of them are now able to choose
their preferred location, and they typically choose to stay with their
family and relatives. For the less advantaged, the welfare policies of
providing income support and the family network represent forms of
sustenance which reduce the propensity to move. This is even more the
case for the unemployed. In this scenario foreign labour represents a
buffer able to satisfy excess demand without increasing production costs.
Empirical research has also shown that foreign labour complements
domestic labour; thus it is not displacing the domestic labour force but
supplementing it. Further, migrant labour discourages the delocalisation
of foreign capital abroad, and is in this regard strictly beneficial for the
native workers in the receiving areas.

However, to be beneficial, foreign labour has to be employed and not
dependent on the welfare system. Therefore socio-economic integration
is crucial.

Summing up the above: either Europe changes its socio-economic role, and its
quality of life, or immigration seems both a necessity and an opportunity that
has to be exploited by reducing the possible outlays.
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Integration in the labour market: introduction

Economists have dedicated much energy to the question of the economic inte-
gration of migrants. What does economic integration mean? For present pur-
poses integration takes place if foreign nationals with similar characteristics
(for example age, education, skill, job tenure) attain, over time, a wage profile,
namely the same wage growth and the same probability of being employed,
as natives. Generally, a foreign worker receives an entrance wage below the
native one upon arrival. The initial lower wage discounts the risk of lower
productivity due, for instance, to lower language proficiency at the outset. As
long as the migrant remains in the destination country the initial gap should
decline, if integration in the labour market takes place.

Typically, three outcomes are possible: assimilation, over-assimilation and
under-assimilation.

Assimilation means that, after an initial difference in the wage profile bet-
ween a native and a migrant worker, the wage profile becomes similar. Over-
assimilation means, instead, that the wage of the foreign worker increases
at a faster pace and over performs the native wage profile. This result might
be explained by remembering that migration is a selective process and that
among the total population only the brightest or the cleverest will migrate,
more easily outperforming the average native in the country of destination.
Under-assimilation means, instead, that the wage of the foreign worker starts
lower than the wage of the native and remains lower.

Empirical research has shown that the latter case is much more frequent than
the former in northern and, indeed, southern Europe.

Figure 11: Effect of increasing labour market experience on the log daily wage of foreigners
and natives upon entering the Italian labour market
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Integration in the labour market: why does it take place? And what does the
term imply?

Let me first attempt to answer the second question. 'Lower integration in
the labour market’ implies that migrants are more likely to be unemployed
than natives. However, given that they have more options and rights in the
destination country than in their homeland, they are likely to remain in the
destination country even if they become unemployed and will need welfare
support.

The causes, instead, of under-assimilation are in many cases specific to the
type and management of migration adopted in the country of destination, but
some general indications do emerge.

Integration in the labour market: causes

A limited knowledge of the language spoken in the destination country is
increasingly an obstacle to the career of foreign nationals. Even manual work
demands abilities related to the knowledge economy. Living in a close ethnic
enclave limits both the knowledge of the language spoken in the destination
country, as well as the contacts with the local population and their culture. If
the foreign community is not well organized as a job placing agency, living in
an ethnic enclave might also reduce the knowledge of job offers and, there-
fore, of possibilities for the upgrading of skills.

A Danish study of a group of refugees suggests that, at first, living in an ethnic
community strongly favours the transition from the country of origin to the
country of destination. However, remaining in an ethnic enclave tends to
create a ”small world” which imposes auto-segregation in both the social and
the economic sense. There is also the example of “Little Italy” in New York, an
area where migrants have not only experienced limited integration in the so-
ciety of the destination country but have also lost contact with their country
of origin and the developments there.

Very few economic studies touch upon the integration of the second gene-
ration of migrants. Social scientists, meanwhile, have devoted much more
attention to this issue, and to the problematic integration of immigrants’
children. Here, education has always played a determining role, as has the
territorial segregation of the area where migrants’ children grow up.

Another possible reason for the limited economic integration of migrants is
more endogenous to the calculation. If a migrant enters the destination coun-
try during a recession, he or she will have "worse” job offers than otherwise,
and so will have more difficulty in upgrading his or her position on the labour
market. During this long recession, the available jobs provide little opportu-
nity for successful integration. However, studies which control for the time of
entrance into the labour market often find a lower wage profile for migrants
and they impute it to insufficient proficiency of the destination language and
a lack of skills in new technological processes.
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The variable ‘education’ is creating further confusion and skewed expecta-
tions. *Years of education’ is typically used as a proxy for human capital accu-
mulation in national studies and is ’exported’ for international comparison,
while the quality of the education is not compared. As is well known, inside
the European Union, the free circulation of educational degrees is undermined
by the large differences in the content of the degrees. Outside of Europe the
differences are even larger. We can control for this by introducing a national
fixed effect, but it would capture all the national fixed effects, not just the
characteristics of the education quality.

To this list, we have to add a possible occupational segregation: a division
between sectors with low wages and limited career advancement where many
migrants work, and sectors where there is open discrimination towards
foreign workers. Occupational segregation is frequently explained using the
specific "embodied abilities argument”. This explains the higher productivity
of foreign nationals in a given sector or with a particular skill. However, more
detailed analyses point also to preferential hiring and upgrading for natives.
While it is no consolation, the discrimination against migrants is generally
lower than discrimination against women.

If the selectivity of migrants can cause over-assimilation it can also cause un-
der-assimilation, though here the mechanisms are more complex than might
be at first imagined. Even if migrants are positively selected, with the ’best
and brightest’ moving from the origin country, not all of them will remain in
the destination country. If it is predominantly the less skilled migrants who
choose to remain there, it may explain their under-assimilation. Where do
the best go? Sometimes they go home or, alternatively, they move on to other
destinations which offer higher returns on human capital. The United States,
Canada and Australia, and to a lesser extent the United Kingdom, all offer a
so-called wage premium. The brightest tend to head to these countries, where
their skills are better appreciated.

Migration is not always a permanent project. In many cases, especially when it
comes to labour migration, the move is considered by the migrant to be a tem-
porary investment. A temporary stay reduces the incentives for the migrant to
make destination-specific human capital investments in the host country.

Is it appropriate to turn temporary migration into permanent migration by
forcing or encouraging integration? European countries need both kinds of
migrants. Perhaps a sequential approach to integration is the best solution.

Integration in the welfare state: introduction

Integration in the welfare state means that migrants do not use unemploy-
ment subsidies, the public health system (where it is public), social services,
public education and so forth to a lesser or greater extent than the natives.

Different welfare systems and different migrant characteristics create different
cases. Often these are very specific and thus in need of targeted interventions.
Some common patterns, however, emerge.
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The idea of ’welfare shopping’, suggesting that migrants choose destination
countries according to the generosity of their welfare systems, was presented by
Jorge Borjas in 1999. This theory has not gained much support from empirical
evidence, not even in Europe where the welfare state is typically more generous
than in the US. If *welfare shopping’ occurs at all it exists on a very limited scale.

However, there is substantial evidence for above average use of the welfare
systems by migrants in all European countries. This is hardly surprising, be-
cause generally migrant families are found in the lower brackets of the in-
come distribution and on average have more children. As a result, they are
more likely to be included in "risk categories” or categories of households
eligible for welfare benefits.

Integration in the Welfare State: Specificities
The terms “welfare state” and ”social expenditure” include many different
components.

Research by Boeri and Monti (2007), distinguishes between contributory be-
nefits and noncontributory benefits. Contributory benefits are designed to
cover the risks of unemployment, longevity (pensions), sickness, disability
and the survivor’s pension. Non-contributory benefits are family and housing
allowances and transfers targeted specifically at groups with a higher risk
of social exclusion. When considering migrant use of welfare benefits, it is
important to distinguish between these two categories. Migrants, in fact, on
average use contributory benefits to a lesser extent than natives, while they
make greater use of non-contributory benefits.

When the first group of benefits is examined carefully, we see that the under-
representation of migrants is driven by various factors. The lower pensions
that migrants receive might come down to their having left before reaching
the minimum contribution that the pension system in the country of destina-
tion requires, or there being limits in the portability of pension rights. They
might also be explained by the relative youth of migrants, meaning that they
are on average still net fiscal contributors. This implies that it is primarily a
malfunctioning of the pension system that causes migrants to receive lower
contributory benefits, and that it is presumably also a temporary state.

Indeed, it is strikingly the case that if we remove pensions, then migrants are
over-represented also when it comes to contributory benefits.

When, instead, we control for family characteristics, comparing migrants to
natives with the same characteristics (the same eligibility to the welfare be-
nefits), namely with the same level of education, occupation, income, and
number of children, we find that generally, migrants use the welfare state to
a lesser extent than natives.

In this field, research is typically nationally based. However both Riphan’s
(2004) and Castronova’s (et al 2001) studies on Germany and Sweden have
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shown that dropping out of the labour market is a much stronger predictor
of welfare receipts among immigrants than among natives. In addition, mig-
rants assimilate by moving out of the grasp of the welfare state — the longer
they stay in the destination country the less they use welfare. They follow the
path of the natives but at a slower pace. Thus, effective policies should strive
to reduce the entrance into welfare services rather than encourage an exit
from welfare dependence.

In Sweden, refugees are more dependent on the state, while labour migrants
are much more similar to natives.

A more recent line of research stresses the importance of social values in the
origin community. The attitude of the foreign community towards forms of
integration is a multiplying factor which can condition individual behaviour
in a positive or in a negative direction.

Even if some evidence, controlling for migrant characteristics, indicates a re-
duced use by migrants of social welfare programs, it is not enough to reduce
the impact of a larger than average cost for foreign populations. The question
remains: who pays for the migrants’ greater use of welfare services? And who
benefits from these expenses? While in a labour market it is easy to under-
stand who are the winners and who are the losers, in this case many advan-
tages are inter-temporal given that the higher cost now of supporting families
with a large number of children will be beneficial in the future. Benefits will
only be relevant, however, if the families are well integrated, namely, if their
children attend school, find good jobs, pay taxes and use welfare less than
their parents.

Social integration: introduction

Social integration is frequently considered a second step in the migrant inte-
gration process, after economic integration. The two components do not al-
ways go hand in hand, of course. You can have economic integration without
social integration, however, such cases are rare. So let us concentrate on the
many migrants who benefit from neither.

Social integration is a two-fold issue. It is determined, first, by the ability of
the individual and of the migrant family to interact with the society of the de-
stination country. But it also depends on the attitude towards migrants within
the population of the destination country.

The economic approach to social integration is to measure social integration
by the frequency and the quality of contacts that the foreign national has
with the native population. Empirical research points out that the higher the
level of education, the more likely and complete social integration will be.
Even when they live in a close-knit community, migrants make contacts and
exchange visits with local friends.
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The duration of stay in a destination country does not always promote social
integration, especially if the level of education or the knowledge of the langu-
age spoken in the destination country is not high. In some communities the
tenure of migration has, in fact, separated the migrants from the origin and
the destination countries. The children attending school are an important
means of canalising contacts with local social values. These values, however,
frequently conflict with the values of the community of origin.

The policies adopted to promote social integration are aimed at creating opp-
ortunities of contact, different from the ones already established, by means of
intermediation of the civil society. But the success of such policies demands
the participation of the local population.

Opinion polls that measure citizens’ concerns about immigration often pro-
vide a different picture from the one reported in the newspapers, as shown by
Joel Fetzer’s study "The Evolution of Public attitudes toward Immigration in
Europe and the United States, 2000-2010”. The Eurobarometer poll from 2003
to 2010 does not indicate any substantial increase in concerns over “immigra-
tion issues” and shows that only a stable and small share of the population
(2-18 per cent) considers migration one of the most important problems for
the EU15 destination countries.

According to the European Social Surveys 2002-2008, opposition to immigra-
tion from the ”"poorer countries outside Europe” stands at about 15 per cent
for the EU15 and double this only for Portugal and Greece. These numbers
have not increased substantially over time. The World Value Survey (1999-
2007) shows a growing concern about limiting immigration among 40 per
cent of the sample and more than this only in Spain, but only because the
initial value was very low.

Figure 12: "Thinking about the steps that have been taken to integrate immigrants, would you say
that the government has been doing a very good job, a good job, a poor job, or a very poor job?”
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Source: Transatlantic Trends Immigration Survey 2010 (Table Q17 — only 2010 data)
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The Transatlantic Trends Immigration survey 2010 quoted by Pastore F. (2010)
provide interesting insights into European citizens’ perceptions, in line with
the polls mentioned above, but excluding the new accession countries. There
is in this survey a very interesting question for the present debate about the
role of government intervention in easing the assimilation of foreigners:

As can be seen in figure 12, there is a general agreement in new and old immi-
gration countries that what has been done by governments is not sufficient.

The debate in the newspapers is, however, controversially phrased. Political
parties frequently use the migration issue as a way to attach themselves to
prevailing social values. Thereby, they abuse the sensitivity of the public to
security issues. During election campaigns, the integration of migrants is al-
ways on the agenda.

How to address these challenges?
Should migration policies or social policies deal with the integration of
immigrants?

Migration policies can be broadly divided into policies focused on the entran-
ce into a given country and policies which deal with staying in and exiting
from the county.

A simplistic answer would be that integration is best achieved through migra-
tion policies: a country should take care to select, upon entry, the immigrants
who are more likely to integrate, who will not burden the welfare state and
who will outperform natives. Examples would be the selection by specific
visas or point systems, as applied by the US, Canada, Australia and New Zea-
land. These states try to select migrants by giving considerable weight to the
knowledge of the language of the destination country, the level of education,
skills in demand, the capital at migrants’ disposal etc. — all factors which
favour economic integration. The US has additionally implemented a gene-
rous approach to family reunification, which is extended to brothers and sis-
ters. And an early implementation of this policy seems to be one reason for
the lower performance of immigrants in the US relative to Canada and Australia,
because through this channel potential migrant workers have been entering
the destination labour market without being in demand.

We do not want to enter into the debate of whether selective processes run
counter to the human right of mobility, we just take the example of skill se-
lectivity. However, in the battle for talent the US, Canada and Australia are the
net gainers. Highly-skilled European workers also use this opportunity but
not all of them find a highly skilled job. Entrance through the high skill door
does not always guarantee a highly skilled job, especially if the high skilled
education has not been received in the country of destination.

96



This is just to say that if selective entrance policies are able to select people
who rely less on the welfare state, this does not necessarily imply that these
policies are also able to reduce underassimilation. *Brain waste’ can still persist.
In addition, in Europe, with the exception of the UK, immigrants are mainly
demanded for low and medium skill jobs, thus if selection follows the skills
in demand, it will select unskilled workers who are more likely to become
welfare eligible.

How can we reconcile the issue of countries needing unskilled labour with
the fact that unskilled migrants are more at risk for welfare dependency?
Probably it is not the low skill level in itself that makes the migrants more
eligible for welfare benefits but the irregular labour demand which pushes
them into welfare dependency.

Migration policies which regulate the entrance into a country are frequently
distorting the decision to stay, transforming temporary flows into permanent
ones. An important example of this was the restrictive immigration policy
adopted by the North European countries Germany, Belgium and France in
1973, which transformed a migratory pattern with high return rates into a
permanent one. The difficulties met by migrants upon re-entering the desti-
nation countries caused a reduction in returns to the origin countries and,
little by little, transformed temporary into permanent migration. Whether
this was good or bad is beside the point. What matters for our purposes it that
it was not intended.

Countries of origin and countries of destination need both temporary and
permanent migrants. We have already shown how Europe needs permanent
migrants, but it also needs temporary migrants for temporary jobs, such as
seasonal jobs, short term contracts or for women working for families for a
few years. On their part, countries of origin with excess supplies of labour
and growing populations, need permanent migrants to relieve the excess
pressure on natural resources, but they also need temporary migrants who
earn income abroad, but use their human capital at home. Thus, a migration
policy which makes long stays necessary to obtain a permanent residence
permit (which in turn allows the freedom of return), disincentives temporary
migration. Likewise, policies which attempt to ‘force’ integration by means
of mandatory language courses etc., in practice serve to transform temporary
flows into permanent flows. These changes are clearly not optimal.

The migration process is difficult to manage because migrants are human be-
ings who change their minds. Therefore, the most effective approach is a form
of integration which starts in (and possibly in cooperation with) the sending
country. There is a given amount of information about the life, the work, the
regulations, and the values of the society in the destination country which is
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important both for temporary and permanent migrants and this first stage in
integration should be undertaken before departure, and organised by efficient
public bodies or non-governmental organisations in the country of origin.

The second stage of any integration policy has to take place in the destination
country. There is not a unique recipe here, because integration varies accor-
ding to the country of destination, the type of migrant, age etc. Generally
speaking, however, it should be a sequential process with an optional initial
phase to avoid distorting individual decisions. This process should be open to
public intervention if difficulties arise.

A minimum level of integration is needed also by the temporary migrants,
and it is not surprising that many temporary migrants are foreign nationals
who have the right to remain in the destination countries. They know the
language and the legal system, but prefer to stay only for short periods. Being
a temporary migrant does not imply having a lower human capital or lower
skills, even if the jobs in which such migrants are employed often are unskil-
led or low-paid.

In addition, integration policies and interventions should be calibrated taking
into consideration the tenure of the migrant in the destination country and
his or her intention to stay, even if we know that intentions are only just
intentions. Are second generation migrants in need of integration policies or
should they be considered just as the other citizens and be backed by general
social policies if they are in need of support? If the roots of limited integration
lay in migration history and background, special integration policies should
be implemented at the social level.

Interventions should be diverse, but with some common basic features. It is
important to insist upon some knowledge of the language of the destination
country and of its way of living. Without this kind of knowledge, there is
no acceptance and no participation. Multiculturalism is no longer the point
of reference in the integration debate; an approach more tolerant but self-
confident with regards to the social and cultural model of the country of
destination is being adopted. Countries of destination have to impose some
minimum requirements. They give rights in exchange for duties. But they
also have to accept differences, and this requires citizens to adapt and accept
different social values.

The European Commission has already traced a route with its two anti-discri-
mination directives; that is the 2000 Race Equality Directive and the Equal
Treatment Directive, which was extended in 2003 to third country nationals
to support the Member State governments in the recognition of the rights
of migrants. The Commission has also prepared an integration handbook,
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funded projects like MIPEX to measure integration and funded additional in-
struments for integration projects. A common ‘field’ of rights for accepted
migrants has been created, which needs to be complemented by coordinated
guidelines for access into European Union Member States.

This work will depend, above all, on the Member States themselves, who
should tackle these issues with ad hoc policies targeted according to the
specific needs of their migrant communities. In designing these policies,
the European Union Member States should also remember that solving first
generation migrant integration is less costly than tackling second and third
generation migrant problems.

The European Union cannot in this phase substitute the Member States, but
the European Commission should stimulate the governments of the Member
States to pursue this direction, even against some resistance in the national
electorate. We can, however, imagine in the future a stronger coordination
inside the European Union to avoid competitive shopping and to provide a
common treatment of third country nationals, but this will take place only
when a common migration and welfare policy has been adopted.
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IAigo Moré
The case for a European Union policy on remittances

The European Union is the world’s leading sender of remittances, and the
euro is the leading currency in remittance sending in the world. This gives the
European Union a particular responsibility. Instead of assuming this responsi-
bility, the European Union has a very weak policy on remittances, most stron-
gly characterised by the restrictions it creates against them. Europe is the
sole area in the world where remittance outflows are taxed, in for example
Italy’s case at a two per cent rate.

Annually, Europe sends almost $100 billion in remittances, on which 90 mil-
lion people depend. In 2007, migrants’ remittances became Europe’s leading
source of development assistance, since the sum of remittances in that year
surpassed the sum of European aid to development.

This form of solidarity is mainly expressed among Europeans: 60 per cent of
Europe’s remittances are intra-EU flows, while the other 40 per cent is sent
outside the EU.

Thanks to these large volumes, the impact of remittances within Europe is
very significant. In monetary terms, remittances fuel real convergence of the
poorest EU members to a larger extent than Brussels’ official support. Roma-
nia receives more transfers from its migrants than from European institu-
tions. If we compare net remittances with net transfers from European insti-
tutions, we see a long list of countries financed by their emigrants to a larger
extent than by Brussels. This is the case for Romania, Slovakia and Bulgaria,
and until 2009 it was also the case for Portugal.

European remittances also have an important impact in non-member countri-
es. In Albania and Moldova, European remittances are believed to represent
more than ten per cent of GDP, while in Bolivia and Morocco they represent
five per cent of GDP. Countries as far away from Europe as the Philippines
receive remittances from the EU that represent two per cent of their GDP.
European institutions have developed a policy for the non-member countries
that receive remittances under the “migration and development” framework.
But there is nothing similar for the Member States that receive European
remittances.

If the European Union wants to be credible in its remittances policy, it needs

a fresh effort to rethink the foundations of its policy, in order to provide a
much needed coherence.
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European remittances

The European Union is the world’s leading sender of remittances. If we ana-
lyse the world ranking of senders, we see that the EU27’s remittance outflows
are approximately twice the amount sent by the following sender, the United
States. Five out of the ten leading remittance sending countries in the world
belong to the European Union. This means that the Euro is the leading cur-
rency in remittance sending in the world.

Table 3: Top remittance sending countries (outflows, million US$)

Rank Country 2007 2008 2009

EU-27 90 397 100 202 93 840

1 United States 46 995 48 829 48 308
2 Saudi Arabia 16 447 21 696 25 969
3 Switzerland 16 292 18 982 19 562
4 Russian Federation 17 763 26 145 18613
5 Germany 13 882 14 951 15924
6 Italy 11284 12716 12 986
7 Spain 15191 14 755 12 646
8 Luxemburg 9 068 10 832 10 556
9 Kuwait 9764 10 323 9912
10 Netherlands 7 843 8 280 8 142

Source: World Bank data on remittance outflows, May 2070

This ranking follows the World Bank practice of considering remittances as
the addition of two balance of payments items: migrants’ remittances and
employee compensation.

To create an idea of the dimensions of European Union remittances, it is enough
to say that it is necessary to aggregate the GDP of five of its member countries
to reach the same figure. According to IMF statistics, the addition of the GDP of
Lithuania, Latvia, Cyprus, Estonia and Malta in 2009 amounted to 113 billion
dollars, while EU remittances represented 93 billion dollars in the same year.

However, the most important dimension of European remittances is measured
not in millions of dollars, but in millions of people. The main aspect of remit-
tances is the people who send and receive these flows. In spite of this, we do not
have an accurate profile of remittance senders from the European Union; we
estimate that they comprise at least 30 million people, while the beneficiaries
of these flows could be twice that number. So if we talk about European remit-
tances we must stress that they involve at least 90 million people, who do not
appear in the statistics, and that we do not know exactly who they are since we
do not, as of yet, have a pan-European survey of remittance senders. Thanks to
their remittances, we know that these people exist and that their efforts repre-
sent the main source of financial assistance of the European Union; an effort
that in recent years has become far more relevant than the exemplary efforts
carried out by the European Union’s aid to development.
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This is a pertinent comparison since both remittances and aid are unilateral
transfers, sent without asking for anything in exchange; net transfers of re-
sources. Hence both can be used to measure the solidarity level of any society.
Between 1970 and 2007, European remittances were lower than aid, as measu-
red in its broadest dimension. In the OECD DAC statistics, this is represented
by the item “Official Development Assistance (Gross disbursements)” of all the
EU27 DAC member countries, with the addition of the European institutions’
disbursements. Thus defined, EU27 aid was greater than remittances until
2007 when remittances reached 90 billion dollars, while aid stood at 80 billion
dollars. In 2007, immigrants therefore became the leading source of solidarity
in the European Union for the first time since statistics became available.

Figure 13: EU remittances vs. aid (US$ millions for 1970-2009)
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Source: World Bank (remittances), OECD DAC (Official development assistance gross disbursements,
including all UE27 DAC members and European Institutions)

To sum up, Europe’s remittances not only places the EU at the top of the
world ranking of remittance senders, they also outmatch European develop-
ment aid.

The general geography of remittances

European remittances are mainly directed towards the European Union. They
are sent to Romania, for instance, by Romanian migrants living in Italy. Such
intra-EU flows represent roughly 60 per cent of all remittances, while the
other 40 per cent is sent outside the EU. We do not have a detailed breakdown
of these flows by destination country. Although we will later try to provide
some insights on this issue, here we will concentrate on the general geography.
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Table 4: Destination of European Remittances (€ billions)

2004 2005 2006 2007 2008 2009

Total Remittances 49,9 57,5 64,6 70,5 74,2 71,2
Intra-EU flows 32,7 37,7 41,6 43,7 44,3 43,0
Extra-EU flows 17,3 19,7 23,0 26,8 30,0 283

(addition of migrants’ remittances and compensation of employees)

Source: Eurostat, Statistics in Focus, Daniela COMINI, Franca FAES-CANNITO, 40/2010, "Remittances from
the EU down for the first time in 2009, flows to non-EU countries more resilient”

It is important to underline that intra-European remittances are an indirect
consequence of one of the four basic freedoms of the European Union: free
movement of capital, goods, services and people. This last freedom has
allowed the migration of millions of Europeans to other European countries.
They represent the bulk of the 46,9 billion immigrants the UN Population
Division estimated to be living in the EU in 2010.

In the few years since Poland’s accession to the European Union, Polish mig-
rants have reached the top of the migrants’ ranking in the UK. Similarly we
have the case of Romanians, who in a short time became Spain’s leading mig-
rant nationality. These communities joined older waves of intra-European-
migrants that, for instance, made the Portuguese the leading group of foreig-
ners in Luxembourg. The EU regulation also facilitated the emergence of a
high number of temporary migrants, such as the border workers that live in
Poland but work in Germany. All of these categories of migrants became re-
mittance senders with distinctive features. It can be said that by allowing free
movement of people, the European Union created a mechanism to finance its
least developed members: remittances.

Surprisingly, European institutions have not paid attention to this consequen-
ce of the freemovement-of-~workers policy. Although they created the neces-
sary conditions for the sending of substantial amounts of remittances to some
member countries, Europe has so far not developed any specific formal policy
on this matter apart from some isolated programmes. There is nobody in Brus-
sels whose business card says “remittances director”, or even “remittances
desk officer”. Europe has no regulation on remittances, or even a directive on
this matter that is regulated through generic norms. Europe sends almost 100
billion dollars in remittances annually, on which 90 million people depend,
but today we have no detailed statistics on these flows. We only have generic
and vague figures. The European Union ‘created’ remittances, but left them at
the mercy of the elements.

To sum up, European remittances are mainly an intra-European affair. 60 per
cent of remittances are sent by Europeans, from one European country to an-
other, and are likewise received by Europeans. These remittances are a direct
consequence of the free movement of people. The other 40 per cent are sent
outside the European Union, producing a different set of effects.
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Remittances and convergence

The best starting point to analyse the available policy options regarding remit-
tances is to briefly analyse the effect of remittances. This effect differs depending
on their destination. Since the majority of European remittances are directed
towards the European Union, we will start by analysing these flows, whose im-
pact on European economic convergence is very important. We will analyse this
issue using the balance of payments of the receiving countries, since Eurostat
does not specify which member countries receive the intra-European remittan-
ces. Romania receives more transfers from its immigrants abroad, than from
European institutions. In 2010, Romanian immigrants sent home 2.879 millions
euros in total remittances while the country received 2.390 millions euros from
the European institutions.

Migrants’ remittances are, in most cases, explained by solidarity. The reason why
the European Union gives money to Romania is also solidarity, one of the foun-
dational principles of the European Union. This principle has produced a web
of institutional support funds directed towards the EU’s weakest members, such
as the structural and cohesion funds, among other instruments. The European
Union accounts for this support through the Balance of Payments of the Euro-
pean institutions, which provides information about the destination of the bud-
get allocations of European organisms. It is the broadest measure of European
solidarity since it includes direct transfers to weak countries, such as the struc-
tural funds, as well as instruments available to all member countries through
the Common Agricultural Policy (CAP). It also includes other items that cannot
be considered transfers, such as the European Investment Bank’s loans that are
meant to be reimbursed. And finally the figures account for the monetary value
of services provided by other European institutions — money that doesn’t arrive
to destination countries — derived from the activities of bodies like the Court of
Justice, the European Court of Auditors or the European Parliament.

If we compare the figures of these inflows with the figures on remittances, we
can see that, in the case of Romania, the main source of solidarity is not the
transfers from European institutions, but its emigrants. Romania’s case is not
exceptional, since there are other countries whose emigrants are also putting
more money on the table than the EU. Until 2009 this was the case for Bulgaria,
and until 2008 for Slovakia.

If we compare net remittances with net transfers, instead of just the inflows, we
see that remittances finance a number of countries to a larger extent than Brus-
sels. This is true for Romania, Slovakia and Bulgaria, and until 2009 it was also
the case for Portugal, just as it was for Poland until 2008.
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Table 5: Net contibution from European institutions (€ millions)

Country 2003 2004 2005 2006 2007 2008 2009
Slovakia -106 -144 =215 -260 -5620 =615 -454
Romania -312 -682 -678 -710 -433  -1225 -1326
Portugal 2723 2648 -1781 -1626 -1787 -1866 -15626
Poland -693 -1311 -1649 -2723 -4723 -3727 -6007
Bulgaria -189 -301 -309 -397 -275 -366 -483

(minus sign denotes a net cost for European institutions )

Source: Eurostat (bop_euins_a)

Table 6: Net remittances and compensation of employees (€ millions)

Country 2003 2004 2005 2006 2007 2008 2009
Slovakia 361 407 727 828 1029 1293 1100
Romania 92 1401 3782 5230 5922 58565 3296
Portugal 1949 1838 1667 1666 2013 1874 1590
Poland 1727 3287 4637 6083 6746 5890 4815
Bulgaria 47 1364 1266 1322 1116 1186 1069

Source: Eurostat (bop_q_c)

Table 7:  Who contributes more: migrants or Brussels? (€ millions)

Country 2003 2004 2005 2006 2007 2008 2009
Slovakia 255 263 512 568 509 678 646
Romania -220 819 3104 4520 5489 4630 1970
Portugal -774 -710 -224 41 226 8 64
Poland 1034 1976 2988 3360 2022 2163 -1192
Bulgaria -142 1 063 9567 925 841 820 586

Author’s calculations, minus sign denotes that European contributions are larger than migrants’ remittances

There are reasons to believe that that the list of countries that receive more
support from their emigrants than from the European Union could be larger.
The reason lies in the fact that while the European institutional support is ac-
counted for and budgeted in detail, remittance figures are largely estimates that
are typically considered to underreport the actual flows. We will analyse this
issue later.

To sum up: intra-European remittances help finance many member countries of
the European Union. If we only analyse their effects on the balance of payments
we should underline that remittances are a very significant source of foreign
exchange for Lithuania, Hungary, Latvia and Estonia. And in the cases of Bul-
garia, Poland, Portugal, Slovakia and Romania, net remittances are critical to
counterbalance a negative current account. Finally, the monetary contribution
of intra-European remittances is higher than the financial support provided by
the European institutions in many countries. Measured in euro inflows, remit-
tances fuel real convergence of these economies with the European Union core
to a larger extent than Brussels’ transfers.
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Remittances and development

According to Eurostat, 40 per cent of European remittances, roughly 40 bil-
lion dollars, are sent to countries outside the European Union. The problem is
that, so far, Eurostat has not said which countries receive this money. There
is no ranking of destinations of European remittances. The closest thing that
Eurostat has produced is a chart of “Major remittance corridors” that informs
about flows from one country to another, but not about the total amounts re-
ceived by this Third Country. Of course, it is not Eurostat’s fault that we do not
know where European remittances are transferred. The European statistical
agency does not, in fact, produce these statistics, but rather consolidates figu-
res provided by the member countries, and very few member countries report
the destination of their remittances. Our estimate is that their main destina-
tions are the middle to low income countries that surround the European
Union, from Morocco to the Ukraine. Outside this area, other substantial re-
cipients of European remittances are the Andean countries in Latin America,
and China and the Philippines in Asia. It is important to stress that the least
developed countries in the world hardly receive any European remittances
since their emigrants represent tiny minorities in the European Union.

To create an idea of the impact of European remittances on non-member
countries we will analyse the cases of Morocco and the Philippines. The rea-
son for selecting these two countries lies in the fact that their statistical offi-
ces are among the few in the world to account for the origin of their received
remittances.

Morocco is believed to be one of the leading destinations of European remit-
tances. According to its Office des Changes, Morocco received €3,8 billion in
remittances in 2010 from the European Union, with France, Spain and Italy
as the leading senders. These €3,8 billion represent almost five per cent of
Moroccan GDP.

Another country that makes an effort to account for the origin of its remit-
tance is the Philippines, one of the largest receivers of these flows in the
world. In 2010, the Philippines received 3,1 billion dollars from the European
Union, with the UK, Italy and Germany as the leading senders. The flows from
the EU27 represent two per cent of the Philippine’s GDP.

Although they are very significant, these two countries cannot be considered
the most dependent on European remittances, they are just two cases where
we can present detailed evidence. There are other countries where European
remittances are vastly more important, such as Albania and Moldova, where
European remittances are believed to represent more than ten per cent of GDP,
or Bolivia and Tunisia, with remittances in the range of five per cent of GDP.
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Table 8: Who sends remittances to Morocco?

Origin €m %
EU27 3826 79
France 1970 41
Spain 484 10
Italy 481 10
Belgium 258 5
UK 293 5
Netherlands 201 4
Germany 176 4
Sweden 11 0
Denmark 10 0
Ireland 6 0
Austria 3 0
Finland 3 0
USA 263 5
Arab emirates 248 5
Saudi Arabia 158 3
Canada 74 2
Swizerland 74 2
Kuwait 39 1
Qatar 27 1
Other 107 2
Total 4 815 100

Exchange rate €:DH= 0,089

Source: Office des Changes, Morocco, Recetes MRE, repartition par pays 2010

Table 9:  Who sends remittances to the Philippines?

Origin $m %
North and Latin America 9 988 53
EU27 3180 17
United Kingdom 889 5
Italy 551 3
Germany 448 2
Greece 2923 1
Netherlands 143 1
Spain 69 0
Other EU27 927 B
Middle East 2 964 16
Asia 2 363 13
Africa 31 0
Total 18 763 100

Source: Bangko Sentral ng Pilipinas, Overseas Filipinos’ Remittances 2070

These percentages should be interpreted first and foremost as a sign of depen-
dence. The macroeconomic stability of these countries depends upon the remit-
tances received from the European Union. If their inflows stop or are suddenly
reduced, a crisis will erupt in these countries. For them, remittances are a vector
for transferring relatively significant amounts of wealth, but if things go wrong,
they can also transmit misery. This macroeconomic role of remittances explains
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why the International Monetary Fund has been devoting considerable effort to
remittances. Only in the last year, it has published no less than five working
papers on migrants’ remittances.

The second macroeconomic effect of remittances is to alleviate global poverty.
Remittances are a perfect redistribution mechanism. They send resources from
rich countries to poorer ones unilaterally, without asking for anything in ex-
change. In plain language they are gifts. The receiver is always less poor after
receiving money. Remittances also reduce poverty for the receiving society as
a whole, albeit with less intensity. But the huge volume of remittances alone
does not allow us to deduce that the impact on development is equally great.
This depends upon what the receiver does with the money, something that is
very difficult to analyse if we do not have a clear picture of which countries are
receiving money, and how much.

To sum up, remittances received by non-member countries are difficult to ana-
lyse due to the lack of detailed statistics. But we know that there are countries
for which European remittances represent more than ten per cent of their GDP.
This means that European remittances contribute to global macroeconomic sta-
bility and to reducing global poverty, and play a role in promoting development.
The problem is that we don’t know exactly where.

Remittances in European policy

Historically, some European Union countries have devoted big efforts to the
issue of remittances. 110 years ago, European countries developed the world’s
first policies on remittances — policies that are still relevant today. In 1901,
Italy enacted the Law for the Protection of Remittances and Savings of Italian
Migrants Abroad (Legge n° 24, 1° febraio 1901 “per la tutela delle rimesse e
dei risparmi degli emigrati italiani all’estero”). This is the first law worldwide
whose explicit objective was remittances. Its impact was significant since it al-
lowed Banco di Napoli to create an extensive international network with the
objective of reducing the costs of transfer services, providing more security.

Spain, with the Royal Decree of December 17 1922, enacted the first law to
promote what is today called co-development, by allowing associations of Spa-
nish emigrants abroad to collaborate in the construction and equipment of
schools in Spain. Until 1963 they built more than 800 schools, of which almost
400 survive, and of which 85 are still today used as schools. 525 associations
of Spanish emigrants were created, mostly in Cuba, Mexico and Argentina, to
raise finance and promote the building of these schools.

The reason why Spain and Italy developed policies on remittances a century
ago lies in the migratory wave that affected these countries at the beginning
of the 20th century. A historical wave that also affected countries like Ireland,
Sweden and Greece, who were then as dependent on remittances as Mexico is
today, and who also developed initiatives in this field.
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Despite these examples, Europe has not looked into its past for inspiration as
far as remittances are concerned. Instead of promoting or at least protecting
remittances, Italy in 2011 enacted nothing less than a 2 per cent tax on all
remittance outflows. It is understandable that Italy’s commitment towards
remittances cannot be the same today as when they were the receiving coun-
try rather than the sending country. But considering that the sending and re-
ceiving countries in most cases are fellow European Union members, a more
ambitious stance could be expected from the European institutions. But stri-
kingly, they ignore so rich a past.

Today's European policy on remittances

Both the European Union and its member countries are right now developing
initiatives on remittances. But these are uncoordinated efforts, with a small
impact on the ground and often undertaken as aid projects through third
parties with little understanding of what remittances mean.

At a political level, remittances have been mentioned in several of the Com-
mission Communications, where they are considered a development tool from
the Migration and Development” point of view. This explains why European
projects on remittances are mostly focused on non-member countries, and
therefore affect just 40 per cent of EU-27 remittances, a minority of the total
flows, of which 60 per cent are about economic convergence within the EU.

The first substantial mention of remittances was in the Commissions’ still
pertinent Communication on Migration and Development from 2005. This
document analysed the role of remittances in development and suggested
two different lines of action. On the one hand, it advocated “fostering cheap,
fast and secure ways to send remittances”, and on the other hand, "facilitating
the contribution of remittances to the development of migrants’ countries
of origin”. Subsequent Council conclusions were adopted in 2008 and 2009
within the framework of the Global Approach to migration, Financing for
Development and Policy Coherence for Development. The EU insisted, in all
these documents, upon the idea of lowering remittance costs, adding other
objectives.

The legacy of the 2005 Communication is to recognise that remittances have a
role in development, providing a conceptual starting point to work on the 40
per cent of European remittances directed towards non-member countries.

This line of thought has been continuously put forth in subsequent Commu-
nications from the Commission, and the latest one that mentions it, the May
2011 Communication on Migration, says that "New initiatives to encourage
the positive impact on development from the transfers of migrants’ remit-
tances need to be taken”.
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The problem with this view is that we do not have a parallel Communication
recognising that 60 per cent of the European remittances are not related to
development, but rather to the economic convergence of the Union’s poorest
member countries. This situation explains why DG Development has an
active agenda working on remittances to non-member countries, while we
only see limited efforts for member countries in other DGs.

The European Commission policy on remittances

Many of the Commission’s Directorate-Generals have developed initiatives on
remittances. For instance, DG Economic and Financial Affairs tried to improve
the accounting of remittances by means of a survey among member countries
in 2004. The main result was that a third of member countries didn’t answer.
The survey was repeated in 2006, discovering that countries like Sweden or
the UK didn’t have any proper accounting of remittances. A year later this
DG commissioned an external research programme intended to develop an
econometric model for estimating remittance flows.

DG Internal Market has, so far, been more ambitious in this field, with a Pay-
ment Services Directive that has, in effect, reformed the payments industry
all over the European Union. This directive refers to almost every kind of
payment. Take, for instance, the payment of utility bills such as the home
supply electricity bill. The market for payments was in the past dominated by
banks, but DG Internal Market understood that a full bank was not necessary
to pay the gas supply bill. So it created a new kind of institution, the Payment
Institution, which is allowed to perform seven different kinds of payment
activities. Its licensing requirements are lighter than those of banks and as
a result, the operative costs and consequently the prices of their services are
lower. Although this directive is not focused on remittances specifically, as
remittances are just one of the seven payment services that it regulates, it
has in effect liberalised the market for remittances in some countries. For
instance, in France a banking licence was almost always required in order to
offer remittance transfer services. As a result there were only four licensed
companies in the country offering these services before the Payment Services
Directive. Now this number is almost ten times as large. For the European
Union at large it is hoped that a greater number of specialised companies in
remittance services will increase the supply of these services, thus driving
down the prices. However, this remains at the theoretical level, since the
Directive does not contain any diagnosis of the cost of remittances or any
explicit objective regarding them in terms of price.

More substantial, and explicit, are the initiatives taken by DG Development.
It has incorporated some perspectives on remittances in its aid programmes.
Initiatives were first taken with the Aeneas programme, and now with the
Migration and Asylum thematic programme. The objective is to support third
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countries in their efforts to better manage migratory flows. The programme
therefore just affects the 40 per cent of the remittances destined outside the
Union. Although remittances are not the focal point of the programme, it has
financed some interesting local aid programmes developed by non-governme-
ntal organisations in countries like Moldova to promote the productive use
of remittances. Its most ambitious project is the Africa Remittances Institute,
a project developed with the World Bank, whose core objective is capacity
building in member states of the African Union in the field of remittances, an
initiative that could also have a place in Europe.

Of course, there are more initiatives on remittances in the Commission, but
this list is not meant to be exhaustive. It is, however, worth mentioning that
not all of the Commission’s policies are consistently directed towards the ob-
jectives on remittances set up in its communications. In particular, there are
some policies that work completely against the reiterated objective of redu-
cing the cost of remittances.

One of them is the Commission’s policy to prevent terrorism financing and
money laundering. Even though remittances are not the ideal mechanism for
these objectives, they are affected by the regulations. The regulation imposes
vigilance and control obligations for money transfer operators that in turn
translate into additional costs. For instance, the Regulation (CE) n° 1781/2006
requires money transfer operators to keep complete records on the remit-
tance transfers they perform for five years. Despite the dubious terrorist th-
reat that a 100 euro transfer could represent, not to mention the insignificant
money laundering risk it entails, operators have to pay for the storage of these
records for a full five years. Obviously, these costs are transferred to the final
user of these services, thus increasing their final price.

These costs are compounded by the additions that individual member countri-
es make to the European obligations. For instance, in Spain, money transfer
operators have to keep records of their transfer operations for ten years ac-
cording to the article 25 of the Law 10/2010. This is five years more than what
is required by the European standard, and this has to be paid for by migrants.
In fact, the prevention of terrorist financing and money laundering has in
recent years become an excuse for all kinds of restrictive measures in mem-
ber countries, resulting in increased costs and, unintentionally, providing an
incentive for the development of informal transfer mechanisms. An example
is the decree in Italy requiring money transfer operators to inform local po-
lice within twelve hours if the person wishing to transfer funds is unable to
present a residence permit (Legge 15 luglio 2009, n.94).
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Similar schemes are repeated in many of the Union requirements regarding
money laundering in fields ranging from the training of employees to mana-
gement. So far, the Commission has not published any substantial analysis of
these extra costs for remittance senders derived from its own legislation.

Another European initiative that is counterproductive with regard to remit-
tances relates to European postal services, a field liberalised through three
Directives in recent years. The problem is that all Europe’s postal operators,
apart from selling stamps, offer remittance services that are not affected by
the liberalisation directives. All of Europe’s postal services have exclusivity
agreements with a multinational, either MoneyGram or Western Union, to
distribute their money transfer services. As these two companies consider
themselves premium operators, they price their services above the average.
Since postal operators, thanks to their public service status, have a very large
number of offices, these two multinationals are the remittance transfer mar-
ket leaders in all European countries. As a result, postal operators, state ow-
ned entities regulated by the EU, are contributing all over Europe to the mo-
nopolisation of remittance services in the hands of two of the most expensive
operators. And they are doing this in a non-transparent framework, since no
postal operators produce any public statistics on the amount of remittances
sent through these agreements, how much they earn, and, more importantly,
how these contracts were awarded. So far, we have no information about any
open competition process for these contracts and whether or not they are
awarded on grounds related to the objective of reducing remittance prices.

More examples could be added to this list, but the point is that the European
institutions act with less coherence than they should on the issue of remit-
tances. Furthermore, they have so far failed to enforce the policies that they
have created. There are member countries with more extreme practices than
the ones shown above. Without doubt, the worst case is Italy, whose govern-
ment has decreed a 2 per cent tax on all remittance outflows, something that
obviously doesn’t reduce the price of sending remittances. This decree goes
against several of the European Union’s explicit objectives. One of them is
that the Commission and the Member States have committed themselves “to
ensure that relevant legislation does not contain provisions hampering the
effective use of legal remittance channels” (Council Conclusions on Migration
for Development, 2979th Justice and Home Affairs Council meeting, Brussels,
30 November 2009).
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The Stockholm Programme

This programme engaged the Commission to submit proposals before 2012
on “how to further ensure efficient, secure and low-cost remittance transfers,
and enhance the development impact of remittance transfers, as well as to
evaluate the feasibility of creating a common Union portal on remittances
to inform migrants about transfer costs and encourage competition among
remittance service providers.” So still the same two ideas of the 2005 Com-
munication are emphasised, suggesting that the Council considers these two
objectives far from reached. We will devote the following lines to analysing
the available policy options regarding two core objectives; the price of remit-
tances and the development impact of remittances.

Policy options on remittances

Before analysing the Stockholm Programme objectives, it is necessary to
rethink the foundations of the European policy on remittances to find more
coordination, more reflection and better data.

The first thing Europe needs regarding remittances is coordination. When
dealing with remittances we need to be aware that they represent a $100 bil-
lion flow that directly affects the lives of millions of people, maybe as many as
90 million. With these dimensions, the issue of remittances cannot be effec-
tively engaged outside the European institutions. The main problem is thus
that there is no institution that sufficiently deals with remittances. We do not
even have any institutional coordination in this area.

Remittances lie in an institutional grey area affected by several of the Com-
mission DGs. We have initiatives on remittances in Development, Internal
Market, Economic and Financial Affairs, Home Affairs, but there is nobody
charged with coordinating their efforts. So the first proposal will be to name
a remittance coordinator within the European Union. This is not only neces-
sary to better manage the Commission’s resources, but also in what regards
accountability: so far we do not have any department responsible for remit-
tances, so it is nobody’s fault if the Commission is not efficient in this area.
This explains why DG Internal Market tries to liberalise remittances with the
Payment Services Directive, while the same DG Internal Market increases
remittance transfer costs with measures to prevent money laundering. This
explains why France tries to reduce the price of remittances while Italy taxes
them. This lack of coordination explains why, so far, we do not have any law
on remittances in Europe. A law that should be aimed at protecting remit-
tance senders and receivers from abuse and insecurity.

Europe will simply not be credible on the subject of remittances until it ap-
points somebody with coordination powers responsible for this area.
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The second pillar is reflection. The Commission’s intellectual sources on re-
mittances stem from the border between US and Mexico, whose problems
and solutions have been universalised. This explains why the principal Coun-
cil objectives in this area are the prices of remittances and development im-
pact, but not convergence, something that has no sense in the US/Mexico con-
text. Prices and development implications are important objectives, of course,
but a European perspective on remittances should depart from a recognition
of the fact that 60 per cent of European remittances flow between member
countries, and from European citizens to European citizens.

The third step is data. It is impossible to use remittances to promote deve-
lopment in Senegal if we don’t know the amount of remittances sent from
Europe to Senegal. We do not have any detailed statistics of these flows be-
cause the European Union excluded remittances from the flows that are re-
quired to be broken down by destination. Member countries only have to
report whether the remittances are directed towards the European Union or
outside. (Regulation (EC) No 707/2009). It would be natural for the Commis-
sion to devote more interest to the accounting of remittances, since it has
done so with other international economic flows. For instance, we now have a
specific Regulation on the European Statistics on Tourism (Regulation (EU) No
692/2011). Why not a similar one on remittances?

Development and costs

A reflection on these two problems should start with the immigrants’ pro-
blems and needs. The money remitted belongs to them, and only they decide
when and how to send it. This may seem obvious, but so far most initiatives
on remittances are built on other foundations. For instance, the European
Commission has explored ways to increase “the development impact of re-
mittance transfers”, as required in the Stockholm Programme. It has done so
by financing a number of projects that aim to derive productive investments
from remittances and diasporas. In short, promoting investments in the immi-
grant home country. When the investor abroad is an immigrant, the European
Commission, or the member countries, offer him aid programmes managed
by nongovernmental organisations. But if the investor abroad is not an immi-
grant they offer a very different set of services. For instance, any international
investor is concerned with political risks, and all over the EU there are quasi-
governmental institutions that provide insurance against these risks: export
credit agencies and investment insurance agencies such as Coface in France,
Cesce in Spain or Exportkreditndmnden in Sweden. But most of these institu-
tions have restrictive practices that, in fact, close their doors to immigrants.
In some cases they just insure investments above certain amounts well above
the migrants’ possibilities, in others they require formal residency in their
countries. The result is that Europe only offers guarantees to its nationals even
though political risk affects locals and immigrants in the same way.
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Another example: any investor abroad is concerned by limitations in the ac-
cess to long-term finance to invest in emerging markets, either as equity parti-
cipation, loans or guarantees. To mitigate this problem, Europe has a number
of development finance institutions that provide this kind of financing, such
as Simest in Italy or Finfund in Finland. Again, these institutions limit the ac-
cess of immigrants to their services by means of minimum amounts, ceilings
and similar practices. These scenarios, and many others, mean that the
European support for foreign investors is segregated. On one hand we have
efficient and sophisticated financial instruments for locals, either as indivi-
duals or as corporations, and on the other hand we have non-governmental
organisations for immigrants. It wouldn’t come as a surprise to learn that the
programmes for immigrants have little success.

It has to be said that this segregation also exists in the origin countries of the
migrants. In many cases there is a foreign investment law that provides incen-
tives for foreign investors. In some cases they take the form of tax deductions,
in other cases as land grants for building factories, etc. The problem is that
emigrants are not always considered foreign investors since they were born in
the country, and thus they are not entitled to these benefits. In fact, there are
countries that directly forbid their emigrants to invest in the home country.
This is the case in Cuba, where only foreigners can invest.

The problems that an emigrant faces when investing in his or her home coun-
try are exactly the same as those of any European. It is simply discriminatory
not to offer them access to the same support schemes.

If the European Union really wants to “enhance the development impact of
remittance transfers” as required by the Stockholm Programme, it has to start
by levelling up the playing field. It has to start by analysing how the immi-
grants can access the support systems offered to nationals. If we want immi-
grants to invest abroad we have to treat them as any other foreign investor.

The other relevant point in the Stockholm Programme regarding remittances
is related to their price and the possibility of creating a price database. It is
important to underline that there is not, today, any source detailing the costs
of remittances in the European Union. For some member countries we have
information provided by third parties, but this is not enough to produce a
diagnosis. A price database for remittances is the sole tool that can provide us
with this information and that will allow us to monitor the market and help
the user identify the most convenient services provider. But if Europe creates
its remittances price database, this will only bring the Union to the same level
attained by Mexico twenty years ago, in 1990. This might be satisfactory for
some, but the Mexico of 1990 was not a role model in what regards the areas
of freedom, security and justice.
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Mexico created the world’s first price database for remittances in 1990 becau-
se it didn’t have any other mechanism to prevent the abuse of its emigrants
by the US money transfer operators. Since its jurisdiction ended at the Rio
Grande, the only thing that Mexico could do was to denounce the situation.
But the European Union has powers to act beyond the emission of a diagnostic
on remittance prices. It can, of course, choose to remain at the level attained
by Mexico 20 years ago, creating a really useful tool to monitor the market.
But the European institutions were not created just to monitor the market.

The EU should add another tool: a pan-European assessment of remittance
costs, and not only prices. A price database will just provide us with informa-
tion on how much is being charged, but an assessment of costs will show us
if these prices can be further reduced and how. This assessment is necessary
since without it, we will never know how much prices can be reduced. This is
important since, as we have explained, a part of these costs are created direc-
tly by the European regulations or by member country policies.

But the main argument for assessing the costs together with prices is that
this has been the chosen route of the European Institutions when they dealt
with other cases of suspected price abuse. For instance, the European Com-
mission created a database on the interconnection prices for telecom services,
finding than some operators were extremely greedy. The solution was Regu-
lation (EC) 717/2007 that set up maximum interconnection prices for telecom
operators.

When the European institutions found that a national bank transfer was
cheaper than a transfer within two Euro countries they took the same route.
Assessment on prices, costs, and then Regulation (EC) 2560/2001, now repla-
ced by Regulation (EC) 924/2009, that ordered that the charges for intra-EU
cross-border payments in euros should be the same as those for payments in
euros within a Member State.

Why do immigrants deserve worse conditions than cellular telephone users?
Why do immigrants deserve worse conditions than bank account holders?

In fact, the fastest route to resolve the abuse suffered by immigrants with re-
mittances prices lies in the last regulation mentioned, regarding charges for
bank transfers. This regulation is set to be reviewed by 31 October 2012, when
the Commission shall present a report on its application accompanied, if
appropriate, by a proposal. Despite intra-European bank transfers now being
vastly cheaper than other transfer mechanisms, immigrants use other, more
expensive, payment mechanisms. They do that because they do not have bank
accounts, because opening a bank account is not regulated as a right for the
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user, but rather as a possibility for the bank. This means that most banks
within the European Union put up significant barriers to the opening of an
account. For instance, by requiring a minimum initial deposit beyond the
means of an immigrant, or by requiring a residence permit even when the
migrants from other member countries might not be legally required to have
them, or through other similar indirect mechanisms.

It would not be very difficult to facilitate the access to banking services for
intra-EU immigrants. This would not only save them a lot of money, but
would also represent an important step towards their integration in the host
countries.
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Europe's population is ageing. Today, there are roughly four
individuals of working age to support each person aged over 65.
By 2050, this ratio will be only two to one. Clearly, increased
immigration will have to be a part of the answer to demographic
decline. The crucial issue is moving beyond demographics, and into
the how, who and when of European migration policy.

In this book, a number of prominent European migration experts and
scholars reflect upon the choices and policy options that Europe
faces. The contributors share their expertise and knowledge, as
well as their opinions and proposals for action. Moving Beyond
Demographics combines academic quality with accessibility to the
larger public. It intends to stimulate a forward-looking debate, as
well as innovative solutions to current challenges.

“This book is not only a timely contribution to the mid-term review of
the Stockholm Programme. Well beyond the Stockholm Programme,

it will be valuable reading for policy makers, scholars and anyone who is
willing to deal with European migration policy with courage and vision.

Antonio Vitorino, former European Commissioner
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