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Inter-regional mobility in the accession countries:
A comparison with EU15 member states

Peter Huber*

This paper uses a data set covering 9 EU15 member states and 7 candidate countries and
new member states to compare inter-regional migration patterns in the 1990s. We find
that the level of migration islower in candidate countries and new member states than in
EU15 member states. Also in contrast to the EU15 member states, migration hasfallenin
candidate countries and new member states. This casts doubt on the viability of migration
as an adjustment mechanism. Estimating place-to-place models of migration we find that
migration is less reactive to regional disparities in candidate countries and new member
states than it isin EU15 member states. If reaction to labor market disparities were simi-
lar to EU15 states, net migration should increase by afactor of between 2 and over 10.
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1 Introduction

The stylized fact of low migration ratesin Europe has
been repeatedly documented. Decressin/Fatas
(1995), Fatas (2000), Obstfeld/Peri (2000) and
Puhani (2001) find that migration contributes only
moderately to the reduction of differencesin regional
labor market conditions in European Union (EU)
member states. Recent evidence suggests that migra-
tion is an even less efficient mechanism for equili-
brating regional labor markets in candidate countries
and new member states. Fidrmuc (2004) finds that
overall internal mobility in the new EU member
states is low and inefficient at reducing regional dis-
parities. Ederveen/Bardsley (2003) find that migrants
in the candidate countries and new member states are
less responsive to regional wage and employment
disparities than is the case in EU15 member states,
and Drinkwater (2003) reports that the willingness to
migrate across regions and national borders is at the
lower end of the distribution among European coun-
tries. Cseres-Gergeley (2002), Hazans (2003), Kallai
(2003) and Fidrmuc/Huber (2003) provide case stud-
ies on Hungary, the Baltics, Romania and the Czech
Republic to provide further evidence on low migra-
tion rates in candidate countries and new member
states.

The potential economic and political conseguences
of this lack of labor mobility have been repeatedly
stressed. Low internal migration increases mismatch
unemployment and will thus contribute to high na-
tion-wide unemployment (Boeri/Scarpetta 1996).
Aside from causing socia problems, this may also
have political implications. In the long run higher un-
employment rates may lead to increased demands for
regional transfers. Thisin turn may cause dissatisfac-
tion on the side of those parts of the population fi-
nancing regional transfers and may lead to the disin-
tegration of political unions.! Furthermore, lack of
migration impinges on the short-run adjustment ca-
pabilities of regional labor markets to asymmetric
shocks (Eichengreen 1998). Lacking migration may
thus also hamper the viability of monetary unions.
Since exchange rate fluctuations are impossible in
monetary unions, the absence of migration resultsin
adjustment to asymmetric shocks through wages, un-
employment or participation rates. To the extent that
these adjustment mechanisms are socialy or politi-
cally less desirable than migration, low migration
rates will result in social and political costs from the
EMU (Fidrmuc 2003).

Despite these profound implications, little is known
about the causes of low migration in Europe. A num-
ber of explanations have been put forward to account
for this puzzle, such as inefficiencies in spatial
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matching (Faini et al. 1997), the effects of social
transfers on the search incentives of the unemployed
(Fredriksson 1999), housing market imperfections
(Cameron/Muellbauer 1998) and cultural differences
as reflected for instance in attitudes towards risk
(Bentivogli/Pagano 1999). A final verdict on which
of these factors is decisive, however, has not been
reached.

In this paper we use data on inter-regional migration
in the 1990s for nine EU15 member states and seven
countries that either joined the EU in 2004 or are ne-
gotiating membership, in order to compare regional
migration patterns. Our goals are twofold. First, we
explore the stylized facts of migration in candidate
countries and new member states and compare them
with EU15 member states. In the next section we thus
describe migratory moves in the two regions. We
highlight a number of differences in migration pat-
terns. Inter-regional migration in particular islow by
EU15 standards in candidate countries and new
member states and fell throughout the 1990s. A
smaller share of migration is accounted for by per-
sons of working age and in both regions around 90%
of all measured migration flows are churning flows,
which contribute little to the equilibration of aggre-
gate regiona disparities. We also present evidence
that a substantial part of migration covers only short
distances and that migration rates are strongly corre-
lated over time. This suggests that migration presents
a rather protracted and sluggish adjustment mecha-
nism to regional disparities.

Second, we compare the responsiveness of migration
to regional income and labor market disparities by es-
timating place-to-place models of migration. We esti-
mate a model suggested by Bentivogli/Pagano
(1999), incorporating risk aversion in section three.
In contrast to earlier comparative work, thisallows us
to estimate directly the elasticity of migration with
respect to regional income and employment rate dis-
parities in both EU15 member states and candidate
countries and new member states. We find that both
net and gross migration are less reactive to regional
employment rate and income disparities in the candi-
date countries and new member states and that atti-
tudes towards risk play a minor role, but geographic
factors amajor role in determining migration. We al-
so show that net migration should increase by afactor
of between 2 and 10 in the candidate countries and
new member statesif it were as responsive to region-
al disparities as it is in Spain, Italy or the Nether-

1 For example Fidrmuc/Horvath/Fidrmuc (1999) argue that lacking
regional mobility was one of the economic causes for the disinte-
gration of Czechoslovakia.
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lands. Section four finally concludes the paper by
drawing some policy conclusions and outlining po-
tential directions for further research.

2 Stylized facts

We use internal migration data for the 1990s on nine
European Union countries namely Austria, Belgium,
Denmark, Germany, Italy, the Netherlands, Spain,
Sweden and the UK, and seven countries which have
either completed negotiations for membership or are
still negotiating accession namely the Czech Repub-
lic, Estonia, Hungary, Poland, Slovenia, Slovakiaand
Romania. All datawere taken from Eurostat’s Cronos
database. As shown in Table 1 these data vary in
scope and content. In particular, the data refer to dif-
ferent regional units in different countries. For most
countries the data refer to NUTS | regions, but for
Denmark, Estonia and Slovenia, data are available
only at the NUTS 111 level, whilein Germany and the
UK they only cover NUTS | regions. These differ-
ences in regional disaggregation imply substantial
differences in region size. For instance, the largest
territories in terms of average population are the Ger-

Tadile 1

man and UK NUTS | regions and the smallest re-
gions are the NUTS |11 regions of Slovenia, Estonia
and Denmark. Average size also varies considerably
for regional units at the same level of regional disag-
gregation. In terms of population the largest NUTS I
regions are in Italy, with 2.9 million inhabitants, and
the smallest in Austria, with 898,000.2

The data also differ with respect to the time period
covered.2 For Germany for instance data are only
available up to 1993 and in Slovakia only the year

2These differencesin size could be a problem for empirical results,
because one would expect measured migration to increase with de-
creasing region size. The new member states and candidate coun-
tries (with the exception of Slovenia and Estonia) are by and large
comparable with the EU15 member states in this respect, however.
Furthermore, to the degree that the regions of the new member sta-
tes and candidate countries are smaller than those of the EU15
member states we would expect higher rather than lower migration
rates. Finaly, in previous research (Huber 2004) we show that av-
erage region sizeis alessimportant determinant of internal migra-
tion rates relative to other institutional variables.

3 For anumber of EU member states data are available going as far
back asthe 1970s. Welimit our analysisto the 1990sto provide for
similar time periods for current EU15 member states and candidate
countries.

Data sets of used countries, time periods and nature of the data

Aegional
m

Austna HUTS 0

Balgium HUTS I 1
Garmiay NUTS | 16
Danmark HUTS N 15
Spain NUTS 1 ir
Italy HUTS Hl 19
Matherands HUTS NI iz
Sweden NUTS H ]
UK NUTE 1 12
Gzech Republic NUTSF

Eszania HUTS HI

Hungary WUTS Il T
Poland HUTS I [
Aiomania HUTS il ]
Slovenia HUTS | 12
Slovalkia HUTS NI 4

Naotes: MUTS=Nomencisture Linife des Termiove Satsiigus,
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9288 19001999 yes
51273 1590-1983 Ve

3546 1560~ 1999 Vs
23186 10090-1399 Vs
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13134 19001999 yess
1048, 1890-1999 e
43475 1890-1396 v
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2758 1000-1090 yes
14417 1000-1090 pis
2415 5 1990, 18851899 yes
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Source: Eurostat New Cronos
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2000 isavailable. Thusin an attempt to maximize the
available information, we conduct our descriptive
analysis for two sample years: 1992 and 1999.4 We
depart from this rule only in the cases of Poland,
where we report data from 1990 instead of 1992, and
for Slovakia where data from the year 2000 are taken
instead of 1999. Furthermore, most of the data col-
lected are place-to-place data. For two countries (Ro-
mania and Slovakia), however, place-to-place infor-
mation is not available.> Thus we cannot conduct an
analysis at the same depth for these countries.

2.1 Net and gross migratory moves

In Table 2 we report the number of migrants chang-
ing their region of residence as a percentage of the
country’s population in 1992 and 1999 respectively.
This indicator has been used as a measure of overall
mobility by a number of authors (e.g. Fatas 2000,
Faini et a. 1997, Bentolila 1999). Formally, it can be
defined as half of the sum of al outflows and inflows
across regions®:

1 2(O+My)
GF=Ll|1l — — 1
2| Srop ®

where GF stands for gross migration flows as a share
of thetotal population, Oi and Mi are the migrant out-
flows and inflows from region i respectively, and
PORPI isthe population of regioni.

Gross migration may, however, be a misleading indi-
cator, because a substantial part of migration is ac-
counted for by churning flows, where people movein
and out of the same region.” Most macroeconomic
models, which regard migration as an equilibrating
mechanism in the face of regiona disparities, focus
on net migration. Thus measures of net migration
should capture better the efficiency of inter-regional
migration flows in equilibrating regional disparities
in unemployment and income. This can be measured
as the sum absolute values of the difference between
emigration and immigration across regions. In the
notation of equation (1) net migration flows as a
share of the total population are given by:

1 20wl
NF=Ll| 1 — 2
2| Srop @

and net flows as a share of the total flowsis:®

2|0-M
SV il

_%XQ+MQ T GF @

~—
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The results of this decomposition (see Table 2) do not
suggest that migration is a viable mechanism for re-
gional adjustment in Europe. Although there is some
variance across countries, migration is low in EU15
member states and even lower in candidate countries
and new member states. In the average EU15 mem-
ber state around 1% of the population changes region
of residence during one year. Gross migration rates
are substantially lower than 1% only in Italy and
Spain. In the candidate countries and new member
states gross migration rates exceed the 1% mark only
in Romania and Hungary and are around or below
0.5% in most countries.

Furthermore, in contrast to the EU15 member states,
where gross migration has stagnated or even in-
creased over the period from 1992 to 1999, migration
rates have fallen in al candidate countries and new
member states for which we have data for both time
periods. This finding is consistent with a number of
results reported by other authors researching migra-
tion patterns in the candidate countries and new
member states (Kallai 2004, Hazans 2004, Fidr-
muc/Huber 2004) but stands in stark contrast to the
increase in regional disparities found in much of the
literature on regional development (Egger/Huber/
Pfaffermayr 2004, Petrakos 1995, Huber/Palme
2001, Gorzelak 1996), which suggests that regional
divergence predominated in the last decade in the
candidate countries and new member states and thus
incentives to migrate should have increased rather
than decreased.

The low effectiveness of migration at reducing re-
gional disparities is underlined by the net migration

4We performed a similar analysis as below for other years as well
as for data at different regional aggregations in earlier versions of
this paper. The results of that analysis are comparable with those
presented below and are available from the author.

5 Furthermore, in Poland data for 1990 are not place-to-place data
and the breakdown by age groups and gender presented below is
also not available on a place-to-place basis.

6 Division by two is necessary to avoid double counting since each
outflow for one region is also an inflow for another region.

7 These churning flows can be explained either by heterogeneity of
individual tastes and characteristics or regional demand for labor
(Fields 1979), or by different life-cycle positions of individuals
(e.g. students migrating to their place of education). Mueser (1997)
shows that churning may also occur among ex-ante homogenous
individuals due to endogenous wealth effects arising, for instance,
from land price increases. Finally, spatial search models (Jack-
mann/Savouri 1990, Molho 2000, Juarez 2000) predict churning as
aresult of stochastic matching, if workers do not search exclusive-
ly in their region of residence.

8 This results from observing that :

OFM)]
SPOR |
1

210 |
eET
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Tehile 2

Migration indicators by country and year

1942 19549 19492 1849 1982 1840
Aysina 0.5 0054 h.Td
Belgium 1.2 1.28 123 0. D&k 8T .73
Ty 188 na 152 na 208 .,
Denmark 3.38 A D.030 0,056 266 277
Spain 053 0.7a 0043 Q.0 8132 12.94
Iiaky 054 ma 0.0a7 i 1784 na.
Redhgrinds 163 1.69 L.OFY 0,063 485 T3
Swaeden 153 1.87 0.095 0162 5.83 8735
UK 21 na o132 mi.A, 4.88 n.a,
Crach Republic 057 0.50 0005 0.063 1.64 1261
Esionia ouaT 0.53 0203 0.024 i el 4654
Hungary 141 1.32 (034 0,054 630 ER B
Podand® nar 0.2a 0.053 0,033 14.48 1120
Romarea na 1.23 n.a, Q.m3 na 1.04
Slovenia na, 030 n.a .01 il 715
Slovaki® na. 022 n.a, Q.03 .. 1025

Mafes

Grags aod nef dngraied les e measured ds percerages of the populelin

a) Potish daia for 19092 are 190 figures
&y Sovak data are frovm the pear 2000, 7.a. — fata naf avallable.

1) Fgures are percentagas, sea equalhan § for a defimibon of med mdgration fows.
£) Figures e perceniages, bee aquaihan 2 fov 3 oefiolion of me migniian fiows
J) Rigures ave perceniages, see eqoation 3 for a defirition of the shave of mef s Noas

rates. They rarely exceed 0.1% of the population in
the candidate countries and new member states and
haven fallenin all countries but the Czech Republic.?
In EU15 member states by contrast, net migration
flows at |east approach the 0.1% level in al countries
but Austria and the Netherlands, and the evidence
concerning a decline is less ubiquitous. Thus a sub-
stantial part of migration (around 90%) in both re-
gionsisdue to churning flows, which contribute little
to the narrowing of aggregate regional disparities.

2.2 Regional and demographic structure

Our data refer to population moves. This may distort
results concerning labor migration, if some migration
is undertaken for reasons other than economic activi-
ty. Examples of such migration may be students mov-
ing to their place of education or pensioners moving

ZAF 412004

Source; Eurostal Maw Cronos

to retire. Furthermore, as noted for example by
Cameron/Muellbauer  (1998) migration between
neighboring regions and within urban agglomera-
tions may be motivated primarily by housing mo-
tives, if residents of one region (such as a city) move
to another (such as the suburbs) without changing
their workplace. Such migration is obviously not as-
sociated with income or unemployment disparities
between regions, but is motivated by cheaper hous-
ing, better educational infrastructure or better living
conditions in the receiving region. Thusit will do lit-
tle to equilibrate regional labor market disparities,
since the effective labor supply remains unchanged in
both the sending and the receiving region.

9 Interestingly the increase in net migration in the Czech Republic
isprimarily due to the increase in migration from Prague to its en-
virons (see: Fidrmuc/Huber 2003).
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Tia bifa ]

Migration by demographic characteristics of migrants

; working-age people a3 % ol
lemales 25 % of total inkzmal migratian bkl liatiest

1002 1609 162 1809
AlEiria na. 47 42 na 4.8
Belgium 50.25 49,81 70.28 .51
Denmark 4788 48,10 T4.89 6.7
Spam 4061 4844 B3.87 T0.66
ltaly 45,89 na &892 na
Nulhariands 4. 44,18 &7 .34 .
Bandan 44.70 51.08 BA.TT .16
LK 81,72 na 63.33 .
Crech Repible na B2 42 ma B4 4G
Eslenta 52 42 58 5201 T
Hurgary 4958 53.33 62.80 BE .41
Remania A 5604 na 422
Elover na 55,86 ni na
Glovakia na 412 M. e5.47

Wiples: Figures ara parcemiages of fofal migrants °J Slovak dalz ava from tha pear 2000 na - data nof svadahle.

While with our datait is impossible to gauge the ex-
act extent of such migration which is not motivated
by labor-market factors, someindication is available.
First, for anumber of countrieswe have available mi-
gration by age groups and gender.19 This allows us to
estimate the share of the working-age population
(aged between 20 and 64) in total migration i.e., of
those that at least theoretically could move for labor
market reasons. These data (see Table 3) suggest that
the share of the working-age population in total mi-
gration is dlightly lower in most candidate countries
and new member states than in the EU15. In typical
candidate countries and new member states, between
65% and 70% of the migrants are of working age
(with the outliers being Romania with 74% and Esto-
nia with around 58%). In the member states by con-
trast typically more than 70% of the migrants are of
working age. The only indicator where candidate
countries and new member states have higher figures
than EU15 member states is the share of female mi-
grants. More than half of the migrants in candidate
countries and new member states are female. This
may in part be explained by the higher participation
rate of females in many candidate countries and new
member states, leading to more labor-motivated mi-
gration among women.
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Sounce: Eurostat Mew Cronos

Furthermore, for the countries where place-to-place
data are available we can calculate the share of
moves between neighboring regions as an indication
of the relevance of short-distance moves, which are
not associated with labor market motives. Shares of
migration between neighboring regions may, howev-
er, be influenced by differences between countries as
regards their geography, which may in turn lead to
differences in the number of neighbor relationships
and thus may influence the share of migration be-
tween neighboring regions. In column 3 of Table 4
we thus calculated the share of contingency relation-
ships in a country. Comparing this share with the
share of migration between neighboring regions
gives an indication of the extent to which the share of
short-distance moves between neighboring regions

10 Unfortunately, the data on the age and gender of migrantsis not
available on a place-to-place basis.

1 Thisis calculated by observing that in a country with n regions
there are n* (n-1) pairs of sending and receiving regions (since mi-
gration within a region is not measured). If m of these pairs are
contingent, the share of contingency relationshipsin the total num-
ber of pairs of sending and receiving regionsis given by

__m

nn-1)
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Tl A

Share of moves betwaen neighboring regions and interiemporal correlations of migration rales

Simre of migration Bows balween neighboring Sbare ol noighbar Correlatian

regions! reslaflomships® 18021004
L 100 na, na,
fustria 66.3 234 na
Balgium 6.2 6.5 2.7 7%
Denmark 534 2.2 7.3 0.4
GEnmay 534 i 18.2 fi.i.
Spsin 36,6 . P 17,6 a.51
Bedheriands BB 6.0 25,8 082
Haly 28T na 14,5 a.80
Swadden £8.1 550 2.3 048
Caech Repiic B35 65,2 .o 0,55
Esinnia 711 Ta.b &l.0 62
Hungary fa .2 344 n.a
Poland 584 62.3 286 o
Slovenia B8 6.5 ara .64

Hodes,

2 Sinderams FarT 8 S0Ane oV Rl ITIERoN DEREST RRlTieIRT FRRAIS G5 3 Parcaniage of fole! mipeaivon Sons 47 T and
Fod? repnac ey
S AT Ferie e B o PRRRlF FEERAERSNg A0 2 SO0 RN B SO B Sl PO AR B oanie el B
SRR e e o - T v o senong avie receheri cemns, A o o IR renied e de coviiangren e siae oF sy
RN i M fola moler oF BT oF SRnaing g mReeiing repiens 8 e By s=md i T
&l L reoats S corraianeg coarficant (aoross rapions)! of Rat aTHIEION 35 & parmerEge of Bie ponwiaior Betweasr TR
S FIRE gk — dR a0 il

Soaarce; Eunosim New Crones

exceeds the rate expected if migration were inde-
pendent of distance. According to these statistics,
flows between neighboring regions exceed their ex-
pected value by afactor of between 1.2 and 3.0. Thus
a substantial part of migration in both candidate 2.3
countries and new member states as well as EU15

permanent shocks or differences in the steady state
growth paths among regions.

Internal and external migration

member states is accounted for by short-distance
moves.12

Further doubt concerning the viability of migration as
a mechanism for equilibrating regiona disparities
comes from correlating net migration rates (as a per-
centage of the resident population in a region) over
time periods. These correlations are usualy high and
significant (see column 4 of Table 4). The correlation
coefficients of net migration rates between regions at
two pointsin time seven years apart are highly signif-
icant in al countries and may reach levels of up to
0.9. Asrecently pointed out by Rappaport (1999) this
suggests that migration is not reactive to transitory
shocks but reflects either the protracted adjustment to

ZAF 412004

Our data & so exclusively measureinterna migration.
A number of recent papers, however, suggest that in-
ternational and intra-country migration may be sub-
stitutes (Borjas 1999). If migrants from abroad are
more likely to move to places with high wages and
low unemployment rates, this may deter national mi-
grants from moving to these places. Alternatively if
potential emigrants in depressed regions are faced

12 Furthermore, the limited evidence available suggests that long-
distance moves declined more strongly in candidate countries be-
tween 1992 and 1999. In both Hungary and the Czech Republic
moves covering a distance of more than 100 km were 18% below
their 1992 level, moves covering a distance of less than 100 km
were 10% below the 1990 level.
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Takle 5

External migration as percentages of the resident population

Mel extarnal migration® Gross external migratian®

1%z 1998 1082 1004
Austria n.a, n.a, na, 08343
Belgium n.a. 02654 na 04044
Denmark 02218 01672 iF i K 1 B
Germany 0.5742 .8, 0.8%M na
Gpain 0.0948 0.3225 00052 0042
Ialy 0.0933 na 01001 G
Nelherlands 0,308 03815 03fed 03745
Fweden 02457 0.7y 03071 R i
Crech Republic 0,0&53 1.4, na 050Es
Eslong 21756 -0.0447 24038 01475
Hungary 01113 01753 00425 o244
fiinies:

2 eolumies et nar exfemal immigraniog fmmigratian - emigratipn) 42 9 percerkage of the fodal popalstian
B} eaiimng rapard pross dxlernal mianiiion A 2 parcetage AF the Il papeafion. ma. - dala nod avnlahie

with a choice of moving to less depressed regionsin
their own country or abroad, the choice may be to
move abroad if these regions offer even better condi-
tions than regions at home.

Again this claim can be analyzed at least for a subset
of countriesin our data, for which we have available
information on net external migration from the same
data set. The information displayed in Table 5 sug-
gests a low potential for this explanation. Although
most candidate countries and new member states (ex-
cept for Estonia) are net receiving countries for inter-
national migrants, the share of migrants received
tends to be low. Similarly, emigration abroad does
not seem to be a viable aternative to migration with-
inacountry. Most of the candidate countries and new
member states for which data are available have
gross external migration rates that are equal to the
lower end of the EU15 distribution.3

Finally regional data suggest that rather than being
substitutes, international migration is complementary
to internal migration. Regions with high net immigra-
tion into the country also tend to be regions with high
levels of emigration abroad. The correlation coeffi-
cient between thetwo is 0.45. Thus, it seems unlikely
that high international migration rates compensate
for low internal migration in candidate countries and
new member states.

400
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3 Estimating place-to-place models
of migration

Descriptive statistics thus suggest that migration
rates in the candidate countries and new member
states are low even relative to EU15 figures and have
fallen in the last decade. Furthermore, they indicate
that a larger share of migration is accounted for by
population moves not associated with labor market
motives and that migration is highly auto-correlated.
While thisindicates that migration may beineffective
at reducing labor market disparities, it does not pro-
vide us with quantitative estimates. We therefore esti-
mate a model of place-to-place migration to quantify
differences in the responsiveness of migration to re-
gional disparities. To motivate our choice of specifi-
cation, we consider a model proposed by Ben-
tivogli/Pagano (1999). In this overlapping genera-
tions model, agents are assumed to live for two peri-
ods. At the beginning of the first period they decide
whether they would liketo live in their region of birth
(labeled h) or whether they would prefer migration to

13 This is aso due to restrictive immigration regulations in EU
member states, which are the primary destination countries for
emigrants from candidate countries.
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another region (called a) within the country. After
this decision has been made, in their first period of
life agents are consumers in their chosen region of
residence and either work receiving income of w,
which is drawn from anormal distribution with mean
w; and variance o (with i an index for the region of
residence i.e. ie{a,h},) or are registered as non-em-
ployed and receive an income from the informal sec-
tor of b, which is assumed to be constant across all re-
gions. Finally, in their second period of life agentsre-
tire and use their savings for consumption.

If at the beginning of the first period agents decide to
migrate from their region of birth they incur migra-
tion costs, denoted by 6., Bentivogli/Pagano (1999)
show that under the assumption that 6., is uniformly
distributed in the interval [p,z] with z-p=1 (where p
depends on the relative attractiveness of regions as
well as the costs of migration) among agents, the
share of aregion’s population moving from region h
to aat timet (m,,) can be written as:

My = oy — aB(Ugt Up) — %(03—0 12) —Pan (4)

with « a function of the interest rate, and A the ab-
solute risk aversion coefficient and u;; and o;; indica-
tors of labor market tightness and the variance of re-
gional income, respectively.

In empirically implementing equation (4) we include
fixed effectsto control for timeinvariant characteris-
tics of regions such as amenities as well as psycho-
logical and financial costs associated with migration,
and focus directly on net migration rates.!* In partic-
ular we perform two estimations. First we reformu-
late equation (4) as:

In(Mmyy) = n(pa—mne) — BIN(UyHUpy) +
YIN(0pP—04?) —Ea hE agah + %Tt + Sant %)

where g, isaset of Ix(J-1) fixed effectsfor each pair
of sending and receiving regions. These are included
to control for all aspects of moving costs between
two regions, e.g. the differences in regional ameni-
ties, the distance to be covered, contingency effects,
differencesin relationships between urban and subur-
ban regions, and potential cultural differences within
regions of countries that may increase psychological
moving costs. T, are fixed effects for each time peri-
od. These are included as a proxy for macroeconomic
influences on migration behavior, e.g. changesin the
socia welfare system or changes in the level of un-
employment rates (Decressin 1994) and {,,; isthe er-
ror term.

Second, as a check for robustness we aso run a spe-
cification of the form

ZAF 4/2004

In(myy) = adn(pg—ttyy) — BIN(Ugt Upy) +
YIn(ooP—0s?) + Ea,wa+ %eh + %Tt * Sant (6)

where , and 6,, are fixed effects of the sending and
receiving regions respectively. Relative to the speci-
fication in equation (5) this has the advantage that
less of the variance in the migration rate is explained
by fixed effects, but has the disadvantage that the
dummies are only proxies for region-specific factors
such as regional amenities, and not for factors influ-
encing travel costs between two regions.1®

Finally, several authors suggest different measures of
labor market tightness in the specification of equa-
tions (5) and (6). Jackman/Savouri (1992) use vacan-
cy rates in addition to unemployment rates, Juarez
(2000) uses employment growth or employment
rates, and Fields (1979) favors unemployment rates.
Unfortunately comparable data for all countries are
only available for employment rates (i.e. employ-
ment as a share of the resident working-age popula
tion). Therefore we focus on this measure of labor
market tightness. Finally, as a proxy for the variabili-
ty of GDP per capita we follow Bentiviogli/Pagano
(1999) and use the standard deviation of GDP per
capitaover thelast three years.1 We were also unable
to secure data on these variables for all countries for
the entire time period. In particular we have no data
for the UK and we lack data on GDPfor the countries
reporting at NUTS 11 level (i.e. Denmark, Estonia,
Slovenia) before 1995. Furthermore, for Italy and
Spain we exclude from the estimation the island
NUTS I regions of Sicily, Sardinia, the Canaries and
the Balearic Islands.t’

Table 6 displays the results obtained by decomposing
the standard deviation of these explanatory variables
into a component due to the variance across sending-
receiving region pairs (the between standard devia-
tion) and into a component, due to variation across
time (the within standard deviation). The first of
these components gives some indication of the size of

14 Preference was given to net migration because we want to focus
on the potential of migration to equilibrate regional labor markets.
(Some regressions were also run for gross migration, however.
These results are available from the author upon request.) Note,
however, that using net migration we lose half of the observations
since net migration is equal (but oppositely signed) between any
pair of sending and receiving regions.

15 Indeed a specification with fixed effects of the sending and re-
celving regions, may be considered arestricted version of the bila-
teral fixed effects specification (Hui/Wall 2001).

16 \We use the previous two years when three lags are unavailable.

17 Data on employment rates and GDP per capita for the NUTS |
and NUTS | regions were provided by Cambridge Econometrics,
for the NUTS 11 regions of Denmark, Estonia, and Slovenia these
data were taken from the Eurostat Cronos database.
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regional disparities in the respective countries. The
table thus indicates that both regional GDP per capita
and employment rate disparities in the candidate
countries and new member states are by and large
comparable with those in most EU15 member states.
Furthermore, the table shows that the within variance
of our dependent variables is rather low. This would
lead us to expect that a large share of the variance in
regression (5) can be explained by fixed effects and
thus supports our attempt to check for robustness of
results excluding bilateral fixed effects.

Table 7 presents the results of the regression with bi-
lateral fixed effects. It suggests that net migration
rates respond moderately to economic variables in
the EU15 member states. For most of the EU15 coun-
tries analyzed (all but Italy and Denmark) we find a
significant or at least marginally significant impact of
regional per capita income disparities on migration.
Furthermore, for some of the countries (ltaly, the
Netherlands and Spain) the coefficients of employ-
ment rate disparities are significant or on the verge of
significance. For Belgium, however, we obtain avery
robust positive and significant coefficient, which
suggests that in Belgium migration occurred from re-
gions with high employment rates to regions with
low employment rates. Coefficients of the differences
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Eource: Eurpstat New Cronos, Cambridge Bconomedrica

in the variability of GDP by contrast attain signifi-
cance only in the case of the Netherlands. This sug-
geststhat in contrast to the more distant migration an-
alyzed in Bentivogli/Pagano (1999) risk aversion
plays only a minor role in the decision to migrate
within a country.

For the candidate countries and new member states,
we find that per capita GDP differences are signifi-
cant and with the expected sign only for Hungary. For
Poland and Slovenia they are significant but have an
unexpected sign, suggesting that migrants move from
high income to low income regions in these coun-
tries. For al the other countries GDP differences re-
main insignificant. Furthermore, differences in em-
ployment rates are significant and with the expected
sign only for Slovenia, and significant but with an
unexpected sign for Hungary. These results thus sug-
gest that migration in the candidate countries and
new member statesis somewhat lessresponsiveto re-
gional income disparities than in EU15 member
states.

The most robust result for both candidate countries
and new member states and EU15 member states is,
however, that bilateral fixed effects explain the ma-
jority of the variation in gross place-to-place migra-
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tion. R2 values after including GDP differentials, em-
ployment rate differentials and differences in GDP
variation mostly increase by 1 to 2 percentage points
relative to a specification with only bilateral fixed ef-
fects. This suggests that a substantial part of gross
migration in both the EU15 countries and candidate
countries and new member statesis driven by factors
other than economic motives.

For this reason we also estimated equation (6) using

fixed effects of the sending and receiving regions.18
The results (see Table 8) reconfirm many of the pre-
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vious findings. In particular net migration in most
EU15 member states is significantly correlated with
regional per capita GDP disparities but insignificant-
ly correlated with these disparities in candidate coun-
tries and new member states. As before we obtain

18 We aso performed a number of robustness checks for this re-
gression. In particular we excluded the differencesin GDP variabi-
lity, and experimented with specifications including distance be-
tween sending and receiving regions, aswell aslagged variables to
reduce potential endogeneity (see Table A1 in the appendix). None
of this changes the qualitative results.
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significant coefficients with an unexpected sign in a
number of candidate countries and new member
states as well as Belgium, and differencesin the vari-
ation of GDP are also insignificant as a rule in both
EU15 member states and candidate countries and
new member states. Including fixed effects of the
sending and receiving regions, however, increases
the size of the estimated parameter in a number of
countries and reduces the R? values of the regres-
sions. As before, however, dummy variables still ex-
plain a substantial part of the variation of net migra-
tion.
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3.1 A decomposition

We thus conclude that migration is less responsive to
regional disparities in candidate countries and new
member states than in most EU15 member states,
where the most important difference is the lower re-
sponsiveness of candidate-country and new member
state migration to disparities in per capita GDP lev-
els. To quantify the effect of these differences on mi-
gration in the candidate countries and new member
states relative to the EU15 we perform a decomposi-
tion, in which we estimate the increase in net migra-
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tion that would occur if the responsiveness of migra-
tion to regional disparities were as high as in one of
the EU15 member states.

Formally, this can be done by denoting aand b as es-
timates of the coefficients of income and wage dis-
parities in a particular member state. The relative in-
crease in total migration in the candidate country
(new member state) (AM) under the assumption that
the responsiveness to wage and income disparitiesis
equal to that in the EU15 member states, while all
other factors remain equal, would then be given by:

33 (eaEuln(Maer)‘bEuln(Um* ”m)*CEuln(ffaz“’hz)‘Eaé aﬂah*'g it Sane _ M)

—ah
AM = T3 (1

where ¢, ¢, and T are the parameters estimated from
equation (5) for the candidate countries and new
member states and ag;, b, and ¢, are the estimated
coefficientsfor a“benchmark” EU15 member state.

We perform this calculation for net migration using
Spain, Italy and the Netherlands as baseline EU15
member states.2® The results (in Table 9) suggest that
the lower responsiveness of migration to regional dis-
parities in the candidate countries and new member
states contributes to low internal migration. While
these calculations should be interpreted with caution
for most countries our calculations show that migra-
tion figures should more than double to reach western
European level in ailmost all candidate countries and
new member states and should multiply by afactor of
five to ten in anumber of instances.?° Thus these cal-
culations indicate a substantially lower level of net
migration given regional disparities in new member
states and candidate countries than in most EU15
member states.
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4 Conclusions

This paper used data on inter-regional migration for 9
EU15 member states and 7 countries that either
joined the European Union in 2004 or are negotiating
membership, in order to compare regional migration
patterns in these countries. Our most important re-
sults are first that inter-regional migration is low by
EU15 standards in candidate countries and new
member states and fell throughout the 1990s, and
second that the responsiveness of migration to re-
gional disparities is substantially lower in the mem-
ber states than in the EU15. We predict that in atypi-
cal candidate country (new member state) net migra-
tion should increase by a factor of between 2 and
more than 10 if the responsiveness of migration to re-
gional disparities were comparable with that in the
member states.

Thefindings thus suggest that low migration rates are
one of the major obstacles to the equalization of re-
gional disparities as well as to the effective absorp-
tion of asymmetric shocks in the candidate countries
and new member states. On the policy side this clear-

19 This choice was guided by an attempt to use countries both from
the north of the EU, with their relatively low aggregate unemploy-
ment rates and greater labor market flexibility and from the south,
where unemployment rates are somewhat higher and labor market
flexibility islower.

20 Estimations conducted with gross migration rates suggest some-
what more modest differences. gross migration should be between
10% and 50% higher in candidate countries and new member sta-
tesif the reaction of migration to regional disparities were similar
to Spain, Italy or the Netherlands. Extreme increases are indicated
throughout for the Czech Republic, where migration should in-
crease by afactor of between 2 and 5. Slovene gross migration by
contrast seems aready to have converged to the levels of these
countries.
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ly suggests that policies designed to reduce barriers
to migration in the candidate countries and new
member states should be given ahigh priority. Unfor-
tunately we are unable to answer the question as to
why the responsiveness of migration is so low in the
candidate countries and new member states, which
could provide orientation as to which policies could
be most helpful in increasing migration.

We would, however, argue that a policy framework to
address the low internal migration rates in candidate
countries and new member states should take arela-
tively broad view on migration and should encom-
pass a multitude of factors such as housing and capi-
tal market imperfections (to overcome liquidity con-
straints), improving spatial matching and reviewing
labor market institutions (in particular employment
protection regulation). Clearly, for policy purposes it
would be interesting to know which of these factors
would be most effective at increasing the willingness
to migrate. This, however, is beyond the evidence
presented in this paper.
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