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ABSTRACT

By taking the social and economic tensions of Eeaoppeople towards foreigners into
account, the main objective of this thesis is ttedrine what extent “immigration” brings

benefits to the European Union economy. As in tingdd States experience, it can be said
that immigrants have been making great contribgtimnthe US economy and today, the US
has a leading economy in the world by immigranighi§icant role. From the point of this

view, this thesis relates the immigration polidiescompetitiveness of nations and intends to
answer the following question: Whether the Europdaion can achieve the Lisbon goals by

stimulating economic migrants into the Union?

This study shows that there are strong economsoreain Europe to introduce a common
immigration policy at the European Union level. Ftatudy also tries to explain that an
economically motivated immigration policy would rease the Union’s ability to attract well
qualified brains into Europe. This means that thidicy not only encourages the skilled

immigrant workers but also discourages unskillegifmers in European labour markets.

More importantly, this thesis argues that the aqd@hment of the Lisbon Strategy of the

Union is closely linked to creation of knowledgeséd economies in the EU and as a
consequence of this evidence, it is strongly emphdsthat “economic migration” can be

used as a key instrument to transfer the knowl€édgen gain) and strengthen the economic
competitiveness of the EU.



OZET

Bu tezin temel amaci, Avrupa’daki sosyal ve ekororgerilimlere dayanan yabanci
karithgini goz o6nunde tutarak, ne dlcide bir goclin Avrdgdi gi ekonomisine fayda
getirecgini saptamaktir. Birlgk Devletler deneyiminden hareketle, gb¢menlerin ekikan
ekonomisine buyuk katki gediklari ve buglin Birlgk Devletlerin diinya’nin énde gelen
ekonomisi olmasinda onemli rol oynadiklari soylelebBu tez, bu balg cercevesinde,
devletlerce uygulanmakta olan goc¢ politikalariulaslarin rekabet gtclerini gkilendirmekte
ve Avrupa Birlgi'nin Lizbon hedeflerine iktisadi go¢gmenler yoluyldasip ulagamayacal

sorusuna cevap aramaktadir.

Bu calsma, Birlik dlizeyinde ortak goc¢ politikasinin yetldlmesi yoninde Avrupa’da gugcli
ekonomik gerekcgelerin bulungunu gdstermekte ve ayrica iktisadi esaslara daybmagog
politikasinin nitelikli beyinleri Avrupa Birlii'ne ¢cekme konusunda becerisini arttirgioa
ortaya koymaktadir. Boéyle bir politika sadece ridelgocmen kcileri gelmeleri konusunda
tesvik etmekle kalmayip ayni zamanda, Avrupa emekgalarindaki vasifsiz yabancilarin da

piyasada yer alma isteklerini olumsuz yonde etkitektir.

Daha da 6nemlisi, bu tezde Avrupa Birlnin Lizbon Stratejisi’nin gercekkgiriimesinin
Avrupa’da bilgiye dayali ekonomilerin alumu ile yakindan kg oldugu gosterilmektedir.
Bu argumana dayali olarak, Avrupa Biilnin iktisadi rekabet edebilir§inin
guclendirilmesinde ve bilgi birikimi transferindeiktisadi goc¢un” kilit ara¢ olarak

kullanilabilecgi kuvvetle vurgulanmaktadir.
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INTRODUCTION

It is frequently stated in many official reportsdastudies that the European Union (EU) is
faced with various economic challenges which amesging the European leaders to take
radical decisions in order to strengthen the EUnBony. Developments ingfobalisation,
enlargements and knowledge driven econoarg’ presented as only three of these challenges
that have great impacts on European economic iiegr In addition to these challenges,
different national regulatory regimes, divergen@esbusiness culture, non-homogeneous
national markets, lack of innovation policies atkdl ©aps across the EU are shown as the
other internal barriers to tl&J Economies.

Since the early 1980s the economic growth in theétddnStates (US) has significantly
exceeded the EU growth. This success of the US dfagrand the increasing gap in growth
rates between the EU and the US has given risadstigns about the primary reasons of this
gap. Efficient production techniques, innovativepital markets, low inflation and
inflationary expectations, highly capitalized barki systems, relatively low tax and
regulatory burdens, sustained strong productiviyng and low unit labour costs, highly
flexible labour markets with healthy population wth increased by favourable migration

trends in the US are pointed out as the main resasbthis gap-

According to some researchers and the EU offidiaés Barysch, Dierx and llzkovitz; the
weakness of the EU relies on lack of fast growing &nowledge intensive sectors. As a
general opinion, a productivity problem existshie €U and this problem is strongly based on
the EU ability to move resources (highly skilledbdar, information and communication
technology and capital) into knowledge based intksstvhich have significant potential for

productivity growth.

If the reasons of high growth rates in the US aedl awnalyzed, it can be noticed that one
distinguishes itself from other fundamental reasdrigs factor is defined as economically
motivated “migration”. It can be argued that imnaigt population in the US has provided
positive impacts on economic competitiveness of W& However, migration itself is a

! Mickey D. Levy, “Why does the US grow faster ttthe EU? A View From America’Qesterreichische
Nationalbank 31 Economics Conference, Fostering Economic Growfkurope Vienna, Austria June 2003,

p. 1.



controversial subject in the field of economic thethat includes many significant questions:

Do migrants take jobs away and adversely affecithges of native labours or do they make
any contribution to the creation of jobs in the thosuntry and increase the general wage
level? Are they a burden on the social securitytesysor do they bring economic gains

through increased productivity and higher tax rew=? Do they adjust to the receiving

countries’ labour market as well as natives or evetter than native$?

In 2000, the European leaders launched the Lishmategy to make the EU by 201¢hé
most dynamic and competitive knowledge-based ecoimothe world, capable of sustainable
growth with more and better jobs and greater sociahesiori. Within the context of this
strategy and abovementioned issues, this thesemdetto relate the EU competitiveness

policies to immigration strategies of the EU.

Main hypothesis of this thesis may also be broaddgented as:

“The European Union achieves the Lisbon goals thiat to make the EU
most competitive and dynamic knowledge-based ecomorthe world by

attracting economic migrants into Europe.”

It can be inferred from the hypothesis mentionedvalthis thesis is based on four relevant
and significant concepts which are used to expthm main issue of this study. These
concepts arenternational competitivenesghe Lisbon Strategyknowledge-based economy

andeconomic migration

International CompetitivenesBespite the widespread usage in the field of ecandineory,

the notion of “competitiveness” does not respondataertain meaning due to various
classifications and factors used in internationebn®mics. However, a great many of
economists define the term of competitiveness tasuee the prosperity level of a country.
According to them competitiveness in particularlgpdnds on productivity. In shorthand,
productivity allows countries to strengthen thaoromies, thus an increase in productivity
improves the competitiveness of a country. Underlight of this brief description and in the

? Klaus F. Zimmermann, “European Labour Mobility:allenges and PotentialdZA Discussion PapeiNo:
1410, November 2004, p. 10.



face of economic and demographic challenges, thhepean competitiveness issue has been
taken into consideration by including the Lisboragigy.

The Lisbon Strategyfhis concept which plays an important role in #tisdy constitutes the
main issue of the thesis. “The Lisbon Strategy'defined as a policy initiative of the
European leaders to stimulate economic growth amga@/ment and make the EU Economy
more competitive in the world by 2010. Not only 8teategy itself but also implementation of
the strategy are substantially important for theriel of European economy and therefore it

requires more attention at national and the EUlleve

The Knowledge-based Economihe term “knowledge-based economy” covers advanced
activities in science, technology and innovatiormameconomy which leads to new products,
production methods and productivity growth in amow In order to be more competitive
and leading economy in the world markets, an ecandmansition from resource-based
economies to knowledge-based economies is needster@ acceptance is that knowledge-
based economy requires some primary elements. Taeseeducated and highly skilled
population, a stable economic and institutionaimegthat provides incentives for efficient
use of existing knowledge, a dynamic informatiorirastructure that can facilitate the
effective communication, credible research cenaires strong relations between universities

and industry.

Economic Migration:t can be deduced from hypothesis of the thesis tbathis study, the
concept of “economic migration” correspond the hygbkilled immigration as a result of
economic needs of Europe. In the logical framewarkhis work and other three concepts,
highly skilled immigration is seen as a source wbwkledge transfer for a receiving country
and a factor that provides productivity increasesthat country. This explains why the
concepts of economic migration and the Lisbon 8gpatare simultaneously focused under

this thesis.

Under the frameworks of these four significant apts this study consists of three main
chapters and a conclusion section. Intentionret Ghapter is to provide an economic survey
on European Union and highlight the European coitingtess issue regarding to the Lisbon
Strategy of the Union. In the face of economic dedhographic challenges in Europe, the

impacts of globalization and international competiton EU Economy are taken into



consideration in this chapter and the concept @rinational competitiveness and its drivers
are examined. The competitiveness issue of the dfjuires a comprehensive focus on the
Lisbon Strategy, therefore a great part of thisptbrais devoted to the aim, the development
and the assessment of the strategy. In the frankewfdhis chapter, the concept of economic
migration will be a controversial subject at bo#tional and EU level because of costs and
benefits of migration that it is questioned whetleeonomic migration can be used as a
strategic policy tool in the Lisbon Strategy in erdo achieve the objectives defined in the

strategy.

Second chapter is based on a theoretical appraattetlabour mobility and economics of
immigration. Geographic mobility and overall econoreffects of labour immigration are
discussed - under the light of empirical studidsteel to the US and the EU Economies - with
various aspects including the reasons, the detantsrand the consequences of immigration.
The main purpose of this chapter is to demonstdatect and indirect effects of labour
immigration on competitiveness and to provide athgabackground for the discussions on

economic migration in the EU.

Third chapter combines the term of knowledge-basmmhomy and need for highly skilled
persons in the EU under the light of current ecagmosition and industrial structure of the
Union. In this section, European immigration paicd post war period are analyzed and how
the concept of economic migration has been accepsedn essential instrument for the
success of the Lisbon Strategy is tried to be ptese The overall aim of this chapter is to
emphasize the need for a strategic immigrationcgoln the EU to attract highly skilled

labour in order to enhance the competitiveneshefU.

In the last part - conclusion section - the mamdiings of the thesis are summarized, the
concluding remarks are made and some subjectsifitvef investigations are highlighted.



CHAPTER 1: INTERNATIONAL COMPETITIVENESS, THE EUROP EAN UNION
AND ECONOMIC MIGRATION

1.1. The European Challenges

Competitiveness of the European Union and econamp@acts of immigration into Europe
take great part in debates on future of Europeamany. These issues have always been
concern to researchers and policymakers in thel@ggration of ten Central East European
States and East Europe - Bulgaria and Romania -aand candidate country, Turkey is
making these issues more complex at the level ®&4. Particularly in many studies and
official reports, it is stated that the EU facedhwmany challenges but three of them are
standing out: Globalisation, enlargements and kedg& based economy. In spite of their
benefits, these are pressing the EU to make radiaakformations to strength the EU
Economy’

Globalisation is not a new fact but in recent ye#ssimpacts have increased noticeably as
natural consequences of multilateral trade libsadilbn, successful economic reforms in
emerging markets, technological progress and dsiogatrend in communication and

transportation costs. On the one hand these driwergide many opportunities for states,
firms and workers, on the other hand high degreepehness, significant increases in world
trade and capital flows, and international mignatiassociated with globalisation affect

economies intensively; and therefore, for governsiemake it necessary to take some

measures in product, labour and financial marketsell?

% Presidency Conclusions, Lisbon European Coungifrl 24 March 2000, Article 1
* European Commission, “Responding to the Challenfi&obalisation” European Economy, Occasional
Papers,ECFIN REP/54448, No. 21, December 2005, pp. 3-9.



Figure 1.1: Trade Openness across Selected Counsiand Regions, 1995-2005

IFhia
Cehar amangeng EAC"

China

Lis

- = 155 m 2005 |
10MMS (including intra)

1
ELNMS {esciuding i)
EWNE {Including mira}

i} 20 40 &80 a0 100 120 1ag
Trade as % of GDP

* EAC: East Asian Countries
*“*NMS: New Member States

Source: European Competitiveness Report, 2007, p63

Figures from European Competitiveness Report (2@@Efhonstrate the current wave of
globalisation in world trade-igure 1.1illustratesthe acceleration of globalisation in the last
decades and presents the increases of trade opeatr®ss countries and regions between
1995 and 2005. Removal of trade barriers is thef&etpr behind this picture. The increasing
trade openness has been accompanied by a streng fareign direct investment. Figure 1.2
illustrates the inward and outward FDI stocks ahare of GDP for selected countries and

regions.
Figure 1.2: FDI Stocks over GDP, 1990-2000-2005
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Source: European Competitiveness Report, 2007, p7 3

Arising new competitors in the world economy, intgaular the BRICs (Brazil, Russia, India

and China), ageing population, climate change, mimon in natural resources and regulatory



environments have also been accepted as the aitterd that have a strong potential to shape
the European economy in the longer-term future

In order to analyse the impacts of enhanced ecanomlations and openness,
PriceWaterhouseCoopers (2006) has made a projefctiathe world economy to 2050 and
published a report that highlights the global digance of the “E7” emerging economies
(BRICs plus Mexico, Indonesia and Turkey). The repstimates that by 2050 China will be
the world’s biggest economy, followed by the US #&mdia. It is stated that three of the four
largest economies in 2050 potentially will resideAisia and “E7” economies will be around
25% larger than current G7 (Canada, France, Gernitahy, Japan, the United Kingdom and
the United States) countries. Assumption in thigore basically depends on E7 countries’

current growth-supportive policy applicatiohs.

Figure 1.3: Projected Relative Size of Economies 2005 and 2050
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Source: European Competitiveness Report, 2007, p56

The report also points out that, China, Russia ahdf the OECD countries in Europe are
expected to face significant declines in their vimgkage populations in contrast to India,
Indonesia, Brazil, Turkey and Mexico. As a resuitdemographic trends, India has the
highest growth potential over the period to 2096igure 1.4 illustrates a comparison on
projected growth rate of working populations amdimgse countries and it is obviously seen
that India, Turkey, Brazil, Mexico, the US, Indoi@gsAustralia and Canada would have

positive growth rates until 2050 while Europeanrdaes face with population declines.

® European Commission, “Raising Productivity Groviey Messages from the European Competitiveness
Report 2007”, COM(2007) 666 final, p. 153.
® PriceWaterhouseCoopers, The World in 208arch 2006, p. 40.



Figure 1.4: Projected Average Growth Rate of Workirg Population, 2005-2050
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According to the figure 1.4 it can be deduced ttidterences in factors of production
(particularly labour and capital) will be main reas of output changes in the world

economy. Figure 1.5 demonstrates a future prosgegtobal output for selected countries.

Figure 1.5: Shifting Shares in Global Output, 198@®015

In purchasing power parity leris

Source: European Commission, Responding to the CHahges of Globalisation, 2005, p. 6.



In addition to expected developments in emergiranemies, some internal issues in the EU
raise the questions on future of European econdm\gtated by Solbes, enlargement implies
much a deeper level of economic integration, policyordination and institutional
convergence. He argues that over the medium térene¢onomic impact of enlargements of
last members will be positive, but limited becaatdow economic performance of these
countries and difficult external environmeft§&eorghio emphasizes that existence of 27
different national regulatory regimes, divergen@esbusiness culture, non-homogeneous
national markets, lacks of demand side innovatiolicigs in the EU are the most important
issues which must be discussed by the policy m&k@eside this cited factors Europeans see
unemployment as their primary worry and difficudtien pension systems and healthcare

expenditures as a nature result of ageing arettiex problems that wait solutions.

Many studies demonstrate that the weakness of thm Economic activities relies on lack of
fast-growing, research and development intensivtos®® Dierx and llzkovitz argue that
decline in productivity performance of the EU cam dttributed in equal parts by a lower
investment per employee and a slowdown in the ddtdechnological progress. They
emphasizes that there is a link between low peidoce of the EU Economy and industrial
structure which is based on more low and mediurh-tedustries” In the engine states of the
EU, France and Germany, R&D investments are incrghsfocusing on mature slow-
growing sectors in contrast to Ireland, the Unikedgdom, the Netherlands and the Nordic
Countries:* Figure 1.6 demonstrates the research and deveturpenditures by sectors in
the US, Japan, Germany, France and the UK respéctiis it is demonstrated in the figure
1.6, the great proportion of R&D expenditures im@any and France are allocated to mature
and slow growing sectors such as automotive. Howavehe United States and Japan
expenditures are being made to fast growing angevadlded sectors such as pharmaceuticals,

software and technology and hardware.

" Pedro Solbes, “The European Union: Economic Paisp8tructural Reforms and Enlargemehiternational
Economics and Economic Poljcyol: 1, No: 1, March 2004, p. 109.

8 Luke Georghiou, “Europe needs demand-side innongiblicies.”The Lisbon Scorecard VII: Will
Globalisation Leave Europe Strandeii?eds. Katinka Barysoét al. CER, London, February 2007, p. 32.

° For detailed analysibid., pp. 23-29.

19 Adriaan Dierx and Fabienne llzkovitz, “Economico@th in Europe: Pursuing the Lisbon StratedyACES
35th Annual Conference and 10th Research Confer@iieeEuropean Union: Past and Future Enlargements
2005, pp. 15-16.

1 Katinka Barysclet al. The Lisbon Scorecard VII: Will Globalisation Leaarope Stranded€ER, London,
February 2007, pp. 26-28.



Figure 1.6: R&D Expenditure by Sector (As a Percergige of the Total)
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Grilo and Koopman underline that the European cditigeness problem is strongly based
on the EU’s ability to move resources (such as lgigskilled labours, information-
communication technologies and capital) into knalgke based industries which have
significant potential for productivity growtf. A work of European Commission (2005),
underlines that Europe’s economies need to be tablmove resources both workers and
capital, more swiftly to alternative uses to takiwantage of new opportunities and potential
income gaing® European Competitiveness Report (2007) highlighist firms need to
develop their workforce to adapt to the technolajichanges.Transformation from a
resource-based to knowledge based economy leadstexp rate knowledge and skills as

absolutely crucial to future growth and competitigss-*

It is obviously seen that all transformations oa BEuropean agenda are concerned to improve
competitiveness of the EU. To overcome aforesasuiels, on 23-24 March 2000, The

European Council launched the Lisbon Strategy efithion and announced an agreement on

2 |sabel Grilo and Gert Jan Koopman, “Productivitg aicroeconomic Reforms: Strengthening EU
Competitiveness”Journal of Industry Competition Trad®ol. 6, No: 2, June 2006, p. 75.

13 European Commission, “Responding to the Challenfi&obalisation” European Economy, Occasional
Papers ECFIN REP/54448, No. 21, December 2005, pp. 9.

4 European Commission, COM(2007) 666 final, p. 165.
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a set of strategic goals for the Unioto “become the most competitive and dynamic
knowledge-based economy in the world capable dhisizble economic growth with more
and better jobs and greater social cohesidn”.In order to make a healthy analysis on
European competitiveness issue, what the term aipetitiveness defines and what to
become more competitive and dynamic economy imthigd for Europeans reflects must be
discussed first.

1.2. The Concept of International Competitivenessral Its Drivers

International competitiveness provides a framewthtét gives references to assess how
countries manage their economic futures. As a maftéact, there is no unique measure of
competitiveness in the economics and there areerdiit definitions and concepts of
competitiveness. According to IMD’s World Competéness Yearbook (2006),
competitiveness is defined as “a field of econoithieory which analyses the facts and
policies that shape the ability of a nation to tweand maintain an environment that sustains
more value creation for its enterprises and momsperity for its people*® To make an
assessment on country performances, the yearboek fosir factors of competitiveness:
Economic performance, government efficiency, bussnefficiency and infrastructure. The
yearbook combines these four factors with theittiab, calculate competitiveness scores of
nations and draws a general picture for annuaflyaddition to these factors; impacts of
culture and technology, knowledge level, behavibmadels and value systems of countries
are taken into account as other factors that affectompetitiveness of natioh’s.

In Creating an Internationally Competitive EconorByoch and Kenyon (2001) try to make a
focus to the discussion of international competitiess by realting its meaning and
measurement to the economic analysis of the fadtws determine international trading
patterns. They highlight the concept of competitiess by giving examples from long history
of economic thoughts which are based on tradeioaktamong nations. Bloch and Kenyon
emphasize that their aim is to utilize economiclyssa to identify a range of factors that
might affect patterns of international trade argtrddution of gains from this trade. Then they

conclude that how to quantify the influence of thefactors to obtain measures of

'3 presidency Conclusions, Lisbon European Coungikrd 24 March 2000, Article 5.

16 Stéphane Garelli, “Competitiveness of Nations: Fhadamentals’MD World Competitiveness Yearbgok
Lausanne, 2006, p. 2.

7 bid., pp. 3-7.
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international competitiveness. Bloch and Kenyonanalyse the traditional approaches,
Krugman’s pop internationalism, general equilibriamalysis, endogenous growth theory,
modern trade theory and finally determine 11 messuthat affect the international
competitiveness from the perspective of the fotbas determine the pattern of international
trade. The measures stated in their work as thewlg: Absolute labour productivity,
comparative labour productivity, relative factodewment, balance of payments, real foreign
exchange rates, relative product price adjustedefamhange rate, relative profit margin,
relative research and development (R&D) intensitgraduct level, relative R&D activity at
national level, relative strategic industry polexpenditure and relative labour productivity at

national levef‘®

The most importantly, Bloch and Kenyon argue tluatcept of international competitiveness
is multidimensional and situation-specific and agk measure can not capture all the

relevant aspects for any product, industry or aggpeeeconomy’”

The Global Competitiveness Report, which is devedbpy the World Economic Forum is
another comprehensive study that analyses the ddivwgeess of countries around the world
at all stages of development and provides detaflgsessments on productivity level of
nations. The Global economy has been transformedegent years and due to this
transformation process, the World Economic Foruns hadefined its definition of
competitiveness. At the mid of 90s while compesgitiess has a condensed definition as “the
ability of a country to achieve sustained high saté growth in GDP per capita”, today it
meets a broader meaning as collection of fact@igips and institutions which determine the
productivity level of a country and determine thedl of prosperity that can be attained by an
economy? It is obviously seen from definitions mentionedrthés a transition from “ability
of a country” to “collection of factors, policiesn@ institutions”. This also reflects the
dynamic and multidimensional structure of the cqhad international competitiveness and

also impacts of globalisation on competitivenessaaitries.

'8 Harry Bloch and Peter Kenyon, ed@reating an Internationally Competitive Econgn@ordonsville, VA,
USA: Palgrave Macmillan, 2001. pp. 16-17.

9bid., pp. 18-30.

2 bid., p. 32.

2L World Economic Forum, The Global Competitivenesp@ts, 2005, p. 1, (1996, p. 19.)
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1.3. The Lisbon Strategy and European Competitiverss Issue
1.3.1. Aim of the Strategy

The Lisbon Strategy is a step which was taken leyrttember states of the EU-15 with
broader commitment to overcome the economic illd mnstrength the Union’s economic
position for the next decades and forthcoming eelerents. For this reason, as it is
mentioned before, The European Council held a mgeth 23—24 March 2000 in Lisbon and
determined the main targets of the Union includeepnomic, social and environmental
aspects in order tdbtcomethe most competitive and dynamic knowledge-basewdoety in

the world capable of sustainable economic growtthwmore and better jobs and greater

social cohesion”??

To analyze and understand the main purpose of thartl what lies behind this definition, it

is useful to break down this definition into itglimidual elements.

“to becomehe most competitive and dynamic knowledge-basedoety in

the world...”

While the member states are discussing the futinagegies of the Union, the EU is faced
with many challenges coming from globalisation &ndwledge driven economy. In the light
of the economic improvements in emerging econortites BRICs) and economic activities
in the US, Europe had no other choice to improsesitonomy. In particularly, China and
India benefit from low labour costs. Rate of inf@tn-communication technologies
utilisation is relatively high in Korea and Japaks stated in the presidency conclusions
(2000), these developments are affecting everycasgepeople’s lives and require a radical
transformation of the European econoffiyln order to achieve this target, the EU took the
responsibility to act as a catalyst in this procéssestablishing an effective framework for
mobilising all available resources for the tramsitto the knowledge-based economy and by
adding its own contribution to this effort undeiigting Community policieé? The transition

to a knowledge-based economy accompanied by nedupt® and services with highly

2 presidency Conclusions, Lisbon European Coun8ifrd 24 March 2000, Article 5.
2% |pid. , Article 1.
*Ibid., Article 41.
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skilled labour will be the most efficient way fonleanced competition and to raise the

competitiveness of the EU.

“...capable of sustainable economic growth...”

Building sustainable economic growth in the EUhis tore point of the strategy. Improving
knowledge infrastructures, enhancing innovationkingaeconomic reforms and modernising
social welfare and education systems are the ké&gypoptions to increase the growth rates
and sustain them. To improve the quality of lifedareduce the poverty, the achieving
sustainable growth is significant for governme®sstaining economic growth is at centre of
the heart of the Lisbon Strategy because the gralifferences with the US and emerging

economies have widened since the 90s.

“...with more and better jobs and greater social caiba.”

Bringing people into the workforce and improving thiving standards of people are other
important concepts of this strategy. There is nabdldhat employment level is one of the
most important figures for a country that hopesatiieve high growth rates. Because
employed workforce is a key driver of competitivesieln spite of fact, there is a lack of job
creation in the EU. As it is stated in the presa@eoonclusions (2000) more than 15 million
Europeans were out of work in the EU-15 in 2000.ropgan Commission figures

demonstrate that between 2000 and 2006, the EU&2iaged to create 11,6 million jobs for
the people, however even on current trends, emm@aymate is still low and far from the

targets defined in the strategy as a result ofrgataents and due to the differences within
the labour markets of the European countfiesccording to Lisbon Presidency Conclusions
(2000), the strategy has designed to enable thenJto regain the conditions for full

employment and strengthen regional cohesion in Euwe Beside this, it is strongly

emphasized in the Lisbon presidency conclusion®(RQ@hat the new knowledge-based
society offers big potential for reducing socialclesion both by creating the economic

conditions for greater prosperity through higheels of growth and employment. As a result

%5 Katinka Barysctet al. The Lisbon Scorecard VIII: Is Europe Ready for aobmic StormZER, London,
March 2008, pp. 81-82.
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of this, efforts related to employment must tendnprove skills and provide more and better

jobs in order to avoid social exclusion, incomepdiity and poverty across the Eurdpe.
1.3.2. The Development of the Strategy

Brian Ardy suggests that development of the LisBtnategy is a consequence of long various
initiatives driven by the member states that inekidhany processes on economic and social
policy coordination at the Treaty of Amsterdam (Z99The Luxemburg European Council
(1997), The Cardiff European Council (1998) and @mogne European Council (1999).
Before the Lisbon European Council, economic chgks related to employment,

productivity performance and competitiveness offhewere discussed at those meetifigs.

In March 2000, the European Council launched thebdm Strategy for the Union and

approved the ambitious goals to be achieved byigdeof 2010. These targets have four main
topics: Employment, economic reform, social cohesiad environment. One year later, the
council held a meeting in Gothenburg (2001) andaegul the employment and economic

reform together in the context of competitiveness.

Implementing this strategy required introducingpem method of coordination at all levels,
coupled with a stronger guiding and coordinatintg for the European Council to ensure
more coherent strategic direction and effective itooing of progres$® Coordination task
was assigned to the European Commission therdfisertethod adopted many measures at
the EU level, however at the member states’ latelmpact is rather limited because of weak
voluntary cooperation of member states due to tifferent priorities on their economic
agendas. In 2004, a high level group chaired by \Kok made a report - that is called today
as Kok Report - for European Commission in ordeagsess the Lisbon procé8aVith this
report, it was obviously understood that reachimg ltisbon Strategy‘'s objectives does not
seem possible. The Kok Report stresses the ingrffiprogress and the significance of

commitment to create the conditions to meet theaibjes. Although, the report suggests

% presidency Conclusions, Lisbon European Coun8ifrd 24 March 2000, Article 6 and 32.

%" Brian Ardy, “Industrial and Competitiveness Politlye Lisbon StrategyThe European Union Economic
and Policiesin ed. Ali M. El-Agraa, Cambridge University Pregsght Edition, 2007, p. 275.

8 presidency Conclusions, Lisbon European Coun8ifrd 24 March 2000, Article 7.

29 Wim Kok, Facing the Challenge: The Lisbon Strategy for Gtoemnd EmploymenNovember 2004,
http://ec.europa.eu/growthandjobs/pdf/2004-1866deNwlet. pdf
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making a new start for the Lisbon Strategy, hypecat approaches were made to the report.
Zgajewski and Hajjar emphasize that the report da#squestion any basic element of the
Lisbon Strategy such as its objectives, its globBpproach, and its large use of open
coordination method. According to them, “nothingmander the sun” and the group of

experts was mainly unsuccessful. Only the issuedtm the report is the weakness of the
will. The report does not really offer any concr@r®position to get the strategy back on
track®® Moreover, not only the Kok Report, but also theldn Strategy, itself, is criticised.

Ardy suggests that the Lisbon strategy encompassesnany things from investment,

research, enterprise to social inclusion, enviramntraad etc. It covers more than one hundred
objectives and indicators. Some countries belidweralisation is essential in many areas of
economy, while others insist on protection. As assmuence of this wide and somewhat

contradictory strategy, it is hard to determine wibaital for the EU*

In February 2005, the European Commission madepopeal on a new start for the strategy
under the light of the Kok Report. In this proposlle Commission recommends to the
council to focus on a new partnership for growtd ggbs. Making Europe a more attractive
place to invest and work, enhancing knowledge andvation and creating more and better
jobs are indicated as the three priorities forQeemission. Social and environmental aspects
of the strategy lost their priorities in this regamut not removed. Beside this, it is
recommended to the council to endorse a communttgraprogramme and the Commission
calls for member states to establish their ownonali action programmes and approve the
new arrangements for governance of the Lisbon &ydf In March 2005, the European
Council relaunched the strategy by refocusing @wgn and employment in accordance with
the Commission’s proposal. Upon the decision of Hueopean Council, the Commission
proposed the firstifitegrated guidelinésfor growth and jobs for the period 2005-2008 in
April 20053 This proposal calls for a focus on reforms tseaihe Union’s growth and
employment potential. The integrated guidelinesseirof broad economic policy guidelines
and employment guidelines. The broad economic pd@igdelines include macroeconomic

policies for growth and jobs and microeconomic nefs to raise the growth potentilin

% Tania Zgajewski and Kalila Hajjar, “The Lisbon &&gy: Which Failure? Whose Failure? And WhyRdyal
Institute for International Relations (IRRI-KIIN)ont Paper, No6, Brussels, May 2005, pp. 9-10.

31 Brian Ardy, “Industrial and Competitiveness Politlye Lisbon StrategyThe European Union Economic
and Policiesin ed. Ali M. El-Agraa, Cambridge University Psegight Edition, 2007, pp. 276-278.

%2 European Commission, COM(2005) 24 final, pp. 8-11.

% European Commission, COM(2005) 141 final.

% For the full list of integrated guidelines for grih and jobssee Annex |.
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July 2005, the Commission presentedGorhmunity Lisbon Programrhevhich covers all
actions at community levéf. This programme was introduced to provide a comragal and
policy framework based on the structure of thegraged guidelines for growth and jofSs.
Close partnership between member states and thegoity is the core point of the renewed
Lisbon Strategy for growth and jobs. By the en@@®7, the European Commission proposed
the second Community Lisbon Programme (for thegae2il008-2010) based on the integrated
guidelines defined in the spring European Courmil2D06, and highlighted the 10 key
objectives to be accomplished by 2610.

1.3.3. Assessment of the Strategy

As already mentioned, the Lisbon Strategy is aimagilan to improve the competitiveness of
the EU. It combines economic and structural refoomsreshaping the future of European
Economy. According to an optimistic view, if thisragegy achieves its targets by 2010,
expected gains of reaching objectives are estimated.3% increase in GDP and 11%
increase in employment. Beside these gains, stratesglf, brings other benefits such as
harmonisation of regulatory regimes, transformatibea economy from resource-based to
knowledge based. A comprehensive analysis on ecenampact of reaching Lisbon targets
made by Gelauff and Lejour (2006) indicates strdiggres. Their analysis concerns
employment, human capital (skills), research andeld@ment, the internal market for
services and the administrative burd@ihey have simulated the effects of reaching the
objectives under two employment scenarios, a ldvweemnd and upper bound scenario. Table
1.1 and Table 1.2 demonstrate the GDP effectswvef fiisbon goals under two different
scenarios in the EU. Reaching the goals acrosElthenplies nearly 12% and 23% increases
in GDP respectively. It should be noted that, thePGeffect of employment is limited in the
countries which are relatively close to employmanget like Austria, Denmark, Sweden, the
UK and the Netherlands. Growth rates in GDP cowdattributed to impacts of other goals

for those countries.

% European Commission, COM(2005) 330 final.

% For the full list of measures of the Communitydds Programmesee Annex |I.

37 European Commission, COM(2007) 804 final. Forfthilist of objectives of the second Community lhim
Programmesee Annex lll.

% George M. M. Gelauff and Arjan M. LejouFhe new Lisbon Strategy, An estimation of the imnpiieaching
five Lisbon TargetsEnterprise and Industry Directorate-General, 4an2006 pp. 12-28.
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Table 1.1: GDP Effects of Five Lisbon Goals in 202%.ower Bound Scenario*

Lower Bound Scenario

Column Employment Human Services | Administrative| R&D Total

Capital Burden
EU 6,3 0,5 0,2 14 3,5 11,9
Germany 4,9 0,5 0,2 15 31 10,3
France 7,9 0,4 0,2 15 3,2 13,1
United Kingdom 2,3 0,7 0,1 11 2,8 7,0
Italy 11,8 0,5 0,2 1,3 4,5 18,4
Spain 8,8 0,7 0,1 14 4,7 15,7
The Netherlands 0,6 0,3 0,2 15 3,5 6,1
Belgium and
Luxembourg 12,3 0,6 0,3 1,5 3,9 18,6
Denmark 0,4 0,6 0,4 1,2 2,2 4,8
Sweden 1,9 0,3 0,3 1,3 0,7 4,5
Finland 51 0,1 0,4 1,4 2,0 9,0
Ireland 4,2 0,4 0,2 1,3 4,5 10,7
Austria 2,3 0,2 0,4 1,5 34 7,8
Greece 10,9 0,9 0,2 1,7 4,3 18
Portugal 2,5 2,4 0,1 1,3 4,5 10,9
Poland 17,2 0,6 0,2 2,0 57 25,7
Czech Republic 6,4 0,3 0,4 1,7 51 13,9
Hungary 10,4 0,4 0,7 2,0 59 19,4
Slovakia 11,9 0,3 0,9 1,8 8,1 22,9
Slovenia 9,9 0,4 0,4 1,9 51 17,8
Rest EU 6,5 0,2 0,3 1,9 6,3 15,2
Table 1.2: GDP Effects of Five Lisbon Goals in 2025: Upper Bowd Scenario*

Upper Bound Scenario

Column Employment Human Services | Administrative | R&D Total

Capital Burden
EU 9,2 0,5 15 11,6 0,2 23,0
Germany 7,2 0,5 15 9,6 0,3 19,1
France 10,6 0,4 15 10,1 0,2 22,8
United Kingdom 3,8 0,7 1,1 8,0 0,1 13,6
Italy 18,2 0,6 14 15,6 0,2 36,0
Spain 14,0 0,8 15 16,7 0,1 33,1
The Netherlands 2,7 0,3 15 10,0 0,2 14,8
Belgium and
Luxembourg 18,2 0,6 1,6 13,8 0,3 34,5
Denmark 0,9 0,6 1,2 7,3 0,4 10,4
Sweden 2,0 0,3 1,3 3,9 0,3 7,8
Finland 6,1 0,1 14 6,0 04 14,0
Ireland 7,6 0,4 14 18,0 0,2 27,6
Austria 51 0,2 15 11,0 0,4 18,2
Greece 14,6 1,0 1,8 16,9 0,2 34,4
Portugal 4,8 2,5 1,3 17,4 0,2 26,1
Poland 20,0 0,6 2,1 23,1 0,2 46,0
Czech Republic 8,1 0,3 1,8 19,5 0,4 30,0
Hungary 14,6 0,4 2,1 254 0,7 43,2
Slovakia 15,2 0,3 1,9 351 0,9 53,4
Slovenia 14,5 0,5 19 20,1 0,4 37,3
Rest EU 8,0 0,2 1,9 25,1 0,3 35,5

Source: *Gelauf and Lejour, 2006, The New Lisbon $ategy pp. 15-28.
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Another comprehensive work measuring the Europetgmness in reform is the World
Economic Forum’s the Lisbon Review. In this work thisbon Strategy is evaluated in eight
distinct dimensions for reaching the goal of beaagrihe most competitive economy in the
world. The analysis gives scores to the countmesgiobal actors between the points of 7 and
1 under the eight dimensions. These dimensionsirdoemation society, innovation and
research, liberalisation, network industries, fitiahservices, business environment, social

inclusion and skills, and sustainable developnient.

Table 1.3: Ranking and Scores of EU Countries

Subindexes
Final Information | Innovation | Liberalization Network Financial Enterprise Social Sustainable
Index Society and R&D Industries Services Inclusion | Development
Countries EU-25 | Rank Score | Rank Score Rank Score Rank Score Rank Score Rank Score Rank Score | Rank Score Rank Score
Denmark 1 5,76 4 5,53 4 5,15 5 5,58 2 6,24 5 6,28 1 5,63 1 5,49 3 617
Finland 2 574 6 541 1 5,90 4 5,58 8 5,93 4 6,29 4 524 2 535 1 6,23
Sweden 3 7,74 1 593 2 573 6 543 5 614 3 6,36 7 5,07 3 5,09 4 6,15
Netherlands 4 5,59 2 563 5 482 2 562 6 6,01 6 6,23 2 548 4 5,06 6 587
Germany 5 5,53 10 4,98 3 531 1 571 1 6,38 2 6,39 12 4,69 | 10 4,53 2 6,23
Epnltgeddom 6 5,50 3 561 6 482 3 559 7 597 1 647 5 513 9 474 8 5,69
Austria 7 5,30 7 5724 9 4,55 7 535 9 587 8 6,15 15 4,43 8 4,75 5 6,09
Luxembourg 8 529 9 505 12 3,96 9 526 4 6,16 9 614 8 491 5 5,05 7 582
France 9 521 11 4,91 8 4,66 11 517 3 6,18 7 6,19 9 487 15 4,25 10 544
Belgium 10 5,15 14 4,44 7 4,67 10 5,25 10 5,84 11 591 11 4,77 6 4,83 9 547
Ireland 11 5,09 12 4,55 10 4,47 8 534 18 4,95 10 6,13 3 535 7 4,82 11 5,10
Estonia 12 4,93 5 549 11 4,06 12 4,98 17 5,01 12 5,72 6 5,10 12 4,37 16 4,69
Portugal 13 4,64 17 4,06 17 3,81 15 4,74 12 5,37 13 5,66 14 4,50 17 4,10 14 4,90
Séﬁiglic 14 4,53 15 4,10 16 3,85 13 4,96 13 5,16 21 4,84 21 3,99 11 4,44 13 4,90
Spain 15 4,49 20 3,93 15 3,89 16 4,62 11 541 14 5,65 16 4,33 23 3,63 18 4,48
Slovenia 16 4,44 13 4,50 13 3,96 22 4,30 15 5,07 20 4,88 23 3,76 19 4,02 12 5,00
Hungary 17 4,40 23 3,74 14 3,92 17 4,55 21 4,80 17 5,22 19 4,18 16 4,16 17 4,61
gle?[;/l?l:l)(lic 18 4,38 19 3,97 23 3,44 14 4,82 22 4,76 22 484 17 4,33 18 4,09 15 4,76
Malta 19 4,38 8 522 25 3,23 19 4,46 23 4,64 15 544 22 3,83 13 4,35 25 3,84
Lithuania 20 431 18 3,97 20 3,69 24 4,18 19 4,86 19 4,96 13 4,57 20 3,95 21 4,26
Cyprus 21 4,26 21 3,90 24 3,30 18 4,46 16 5,02 18 5,12 18 4,25 14 4,30 24 3,86
Latvia 22 4,25 22 3,76 21 3,63 20 4,32 24 4,57 24 4779 10 4,78 21 3,87 20 4,29
Greece 23 4,19 25 3,17 18 3,77 21 4,32 14 5,09 16 5,27 20 4,14 | 22 3,79 23 3,98
Italy 24 417 16 4,06 19 3,73 23 4,29 20 4,82 23 4,80 24 3,71 24 3,54 19 440
Poland 25 3,76 24 3,32 22 3,557 25 4,02 25 3,86 25 4,23 25 3,60 25 3,41 22 4,10
,E\L/Jerzfge . 484 .. 4,58 . 4,24 . 492 .. 5,36 .. 5,60 . 4,59 . 4,40 .. 5,05
United States .. 545 .. 563 .. 6,01 .. 5,21 .. 572 .. 597 .. 521 .. 4,58 .. 526
East Asia* 5,28 5,41 5,23 5,13 5,96 5,54 511 4,87 .. 502

* Average of five competitive East Asian economiegiah, Hong Kong, Republic of Korea, Taiwan and Sioga

Source: The World Economic Forum, The Lisbon Revievw2006, p. 6.

%9 World Economic Forum, the Lisbon Review 2006, bi3.
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Table 1.3 provides an opportunity to make healtbmgarisons between the countries and
regions. It presents overall ranks and sores of2BUthe US and East Asia countries
including Japan, Hong Kong, Korea, Taiwan and Siwoga in each eight Lisbon dimensions.
As the table demonstrates, the three best perfgrroountries in the EU are Denmark,
Finland and Sweden in the overall scores. Itnsngfly emphasized in the review that the
significant figure of the table is the US positidrhe US is outperformed overall by the top
six EU countries: Finland, Denmark, Sweden, thehBdands, Germany and the UK
however, it is notable that the US outperforms=a)l countries by a rather wide margin with
regard to innovation and R&D, a critical dimensidniving the productivity of countries at
advanced stages of developmé&ht.

Table 1.4: Comparing the EU, the US and East Asia

EU-25 us East Asia EU relative | EU relative
Average | Average | Average to the US | to East Asia
An Information Society for All 4,58 5,63 541 -1,05 -0,83
Innovation, Research and
Development 4,24 6,01 5,23 -1,78 -0,99
Liberalization 4,92 5,21 5,13 -0,29 -0,21
Network Industries 5,36 5,72 5,96 -0,36 -0,59
Telecommunications 5,59 5,48 5,81 0,10 -0,22
Utilities and Transportation 5,14 5,96 6,11 -0,81 -0,96
Efficient and Integrated Financial
Services 5,60 5,97 5,54 -0,37 0,06
Enterprise Environment 4,59 5,21 511 -0,63 -0,52
Business Start-up Environment 4,98 5,94 511 -0,98 -0,15
Regulatory Environment 4,21 4,49 511 -0,28 -0,89
Social Inclusion 4,40 4,58 4,87 -0,18 -0,47
Returning People to the Workforce 4,35 4,77 5,08 -0,41 -0,73
Upgrading Skills 4,61 5,17 5,23 -0,56 -0,62
Modernizing Social Protection 4,23 3,81 4,29 0,43 -0,05
Sustainable Development 5,05 5,26 5,02 -0,21 0,03
Overall Lisbon Score 4,84 5,45 5,28 -0,61 -0,44

Source: The World Economic Forum, The Lisbon Review2006, p. 7.

Table 1.4 gives more detailed comparison betweerp#rformance of the EU with the US
and East Asia countries. It is obviously seen thatUS outperforms the EU average in all
eight dimensions which are introduced to measwethbgress of the Lisbon reforms for the
EU. Not only the US but also the East Asia coustoatperform the EU in six dimensions.
Besides, the progress in other two dimensions, ni@h services and sustainable

development, there is not any huge differences éetvihe EU and East Asia countries.

0 The World Economic Forum, The Lisbon Review 20067 .
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Figure 1.7: The Lisbon Diamonds of Regions
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Source: The World Economic Forum, The Lisbon Reviev2006, p. 16.

The Lisbon Diamond (Figure 1.7) illustrate thasfitwo dimensions of Lisbon Subindexes
refer insufficient usage of information communioatitechnologies across the Europe and
lack of research and development activities. Thgehdifferences in these subindexes may

highlight why the US is still the most competit@eonomy in the world.

Table 1.5: Global Competitiveness Index Rankings ah2006-2007 Comparisons for top-15

GCIl 2007-2008 GCI 2006-2007

Country / Economy |Rank Score Rank
United States 1 5,67 1
Switzerland 2 5,62

Denmark 3 5,55 3
Sweden 4 5,54 9
Germany 5 5,51 7
Finland 6 5,49 6
Singapore 7 5,45 8
Japan 8 5,43 5
United Kingdom 9 5,41 2
Netherlands 10 5,40 11
Korea 11 5,40 23
Hong Kong 12 5,37 10
Canada 13 5,34 12
Taiwan, China 14 5,25 13
Austria 15 5,23 18

Source: The World Economic Forum, Global Competitieness Report, 2008.

Table 1.5 and Table 1.6 demonstrate the competis® rankings of top-15 countries in the
world according to different calculations which wemade by two important institutions.
According to the World Economic Forum’s Global Catipveness Index and IMD World

Competitiveness Yearbook, the common result idhiged States’ top position in 2006-2007
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and 2007-2008 rankings. In the World Economic Fdsummdex Switzerland, Denmark,
Sweden, Germany and Finland are following the Uspeetively. The World Economic
Forum strongly emphasizes thahé efficiency of US markets and business commanity

the impressive capacity for technological innovatibat exists within a first-rate system of
universities and research centres, all contribute making the United States a highly

competitive economy**

Table 1.6: IMD World Competitiveness Yearbook Indexand 2007 Comparisons for top-15

Country Score 2008 | Rank 2008 | Rank 2007
United States 100,0 1 1
Singapore 99,3 2 2
Hong Kong 95,0 3 3
Switzerland 89,7 4 6
Luxembourg 84,4 5 4
Denmark 83,9 6 5
Australia 83,5 7 12
Canada 82,9 8 10
Sweden 82,5 9 9
Netherlands 80,5 10 8
Norway 79,5 11 13
Ireland 77,6 12 14
Taiwan 77,4 13 18
Austria 75,0 14 11
Finland 75,0 15 17

Source: IMD World Competitiveness Yearbook, 2008.

1.4.EconomicMigration: Can be a Key Instrument for the EU?

It is obviously seen from the picture drawn abdwat the EU has to struggle against not only
challenges coming from the global actors but atsufficient progress taken in the Lisbon
Strategy. Beside this, it is widely known that EHugan population is ageing rapidly and
population growth is showing a decreasing trencoedelency ratif is increasing due to the
increased ageing and low rates of employment. Heihés estimated in many works that

demographic changes would increase the public ekjpeas. More importantly, there will be

“! The World Economic Forum, Press Release,
http://www.weforum.org/en/media/Latest%20Press%28&ses/GCR0O8Relea8& October 2007.

“2 The ratio of the economically dependent part ofghpulation (number of people aged 0-14 and 65)awer
the productive part (number of people aged 15-64).
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negative results on skill acquisition, skill deyateent, organizational flexibility and openness
to innovation and labour mobility because of agéthg

Figure 1.8: Dependency Ratio Developments in Select Countries and Regions

1

FA: Fast ageing OECD countries, SA: Slow ageing OECD countries
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Source: Pichelman and Roeger, 2004, p. 223.

Figure 1.9: Impacts of Ageing on Public Expenditure in the EU-15 (percentage of GDP)
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Source: Pichelman and Roeger, 2004, p. 227.

The other issue is to increase the education le¥ethe workforce however present

developments show that improvements are not seffidn the Union. Gros emphasizes that,
there is a strong relation between education antpetitiveness. Reducing the labour market
rigidities still remains a big problem for most maens of the EU but another aspect which is

43 Karl Aiginer and Michael A. Landesmann, “LongerseCompetitiveness of the Wider EuropBiaft paper
to 2nd Annual Berkeley-Vienna Conference on USEardpean Economies in Comparative Perspective
Vienna, September 2005, p. 5.
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at least as important for Gros is linkage betweapleyment and education. He suggests that
a great part of disparities between the US andethidies in the skill level of population. It is
strongly underlined that if the European workfohael the same skill composition as the US,
the employment rate in the EU could reach the listavgets'* Lambert and Butler argue
that creating and implementing innovation requivigghly trained workforce accompanied by
skills in science and technolody.Contrary to economic theory, in knowledge-based
economies labour and capital tend to be complemenita production and are less
substitutablé® Therefore it is understood that, knowledge intemshdustries require high
gualified workers and researchers. Barysch andl.eteraphasize that EU skill levels
(excluding the Nordic countries Ireland, the Neldmads and the UK) are generally suited to
produce capital intensive goods rather than knogddaased products. Increased competition
in world economy makes it necessary to become maooeessful in knowledge-intensive
industries. This is creating a dependency on tlaglaility of high-trained researchers. The
lack of high qualified researchers in Europe isvidg the EU companies to make their

research and development activities to non-EU iooaf’

Dell’'Olio suggests that the immigration into Eurdpes always been a controversial issue for
European public and labour market stability. Builgla secure environment for life in Europe
has been core point of the integration processdhang the last two decades immigration
and asylum have increased into Europe. Therefomignation becomes a security question
in discussions about security within the area djration. It refers that why immigration has
been placed within the policy area of justice, fi@a and home affairs by the policy makers.
Security concerns has focused on zero-immigratiolicips but after various meeting it is
clearly emerged that zero-immigration policy is loager appropriate for Europe because
these policies do not take into consideration lalarket needs. A more open approach has
been started to discuss and market necessitiestéieare into account® Dell’Olio highlights

a conflict of interest between the security disseuand the market discourse. According to

“4 Daniel Gros, “Employment and Competitiveness: Kégrole of education”, Katinka Barysehal. in eds.
The Lisbon Scorecard VIII: Is Europe Ready for @ofomic StormZTEP, London, March 2008, pp. 89-90.
“5 Richard Lambert and Nick ButlefThe Future of European Universities: Renaissanc®ecay? CER,
London, May 2006http://www.cer.org.uk/education/index_education_rigwmal

“® Harry Bloch and Peter Kenyon, e@@seating an Internationally Competitive Econar@ordonsville, VA,
USA: Palgrave Macmillan, 2001, p. 30.

4" Katinka Barysclet al. The Lisbon Scorecard VII: Will Globalisation Leawarope Stranded€ER, London,
February 2007, pp. 28-29.

“8 Fiorella Dell'Olio, “Immigration after Nice: FroriZero Immigration’ to Market Necessity”, in eds. thony
Arnull and Daniel WincottAccountability and Legitimacy in the European Uni@xford University Press,
2002, pp. 469-471.
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him, the former typically concerns low-skilled ingmants and is more restrictive in nature,
while the latter concerns high-skilled immigrantsias more permissive in the EYJ.

From the point of these views, paragraph 41 of Lisbon Presidency Conclusion is
becoming more significant. According to this paegdr, achieving the targets will rely
primarily on the private sector as well as on pupliivate partnership. This will depend on
mobilising the resources available on the markagtsyell as on efforts by member states. The
EU’s role is to act as a catalyst in this procégsgstablishing an effective framework for

mobilising all available resources for the tramsitto the knowledge based econothy.

In the Commission’s proposals on growth and jols$ the Community Lisbon Programmes,
the concept of economic migration is cited. The @ussion emphasizes that one of the
needs of the Union is to develop an approach tal leggration because of shrinking labour
force. In a white paper (2000), the Commission emspes that migration may never be a
solution in itself to the problems of the labourrke but migrants can make a positive
contribution to the labour market, to economic gitowand to the sustainability of social
protection systems. The Commission also stresses the importance ofe nmobile
workforce. In order to target specific problems ommission states to remove obstacles to
labour mobility arising from occupational pensiahemes and work on the coordination of
admission policy for economic migrantsin the Community Lisbon Programmes both the
periods 2005 — 2008, and 2008 — 2010, common frarefor economic migration takes
place in a number of key actions to be taken intwsitleratior?® At the last spring summit of
the European Council (March 2008) it is explicitighlighted that, economic migration can
play a role in meeting the needs of the labour etadnd contribute to help reduce skill

shortages in the EU.

“[...] In view of increasing skills shortages in a numbésectors, it invites
the Commission to present a comprehensive assessinéme future skills
requirements in Europe up to 2020, taking accouhtthe impacts of

technological change and ageing populations, andptopose steps to

“bid., p. 473.

*0 presidency Conclusions, Lisbon European Coun8ibr®l 24 March 2000, Article 41.
*1 European Commission, COM(2000) 757 final p. 21.

*2 European Commission, COM(2005) 24 final pp. 10-26.

*3 European Commission, COM(2005) 330 final and CQM{@804 final.
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anticipate future needs. Economic migration canypdarole in meeting the
needs of the labour market and can contribute t¢pihg reduce skills
shortages. The European Council therefore considieas the employment
and social impact of the migration of third-countmationals needs to be

addressed in the context of the Commission propdeala common policy on

migration” >*

* presidency Conclusions, Brussels European Couir&il,4 March 2008, Article 14.
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CHAPTER 2: LABOUR MOBILITY AND THE ECONOMICS OF IMM  IGRATION

Before making an analysis on role of economic ntignain the EU from the perspective of
Lisbon Strategy, the concepts of labour mobilitgd @sonomic consequences of immigration
are critically important to understand the impateoconomic migration to the international
competitiveness. In this chapter, geographic myténd economic effects of immigration is
discussed with various aspects including reasogtgrimhinants and consequences. Then, the

relationship between regional competitiveness amndigration is examined.
2.1. Forms of Labour Mobility

Factors of production have always been at the ledaali economic activities because of the
necessity to produce goods and services in anywheateur is one of the four factors of
production such as land, capital and enterpriséaoun consists of skill, knowledge and
experience embodied within individuals that shoble evaluated as human capital in
production processes.Due to the significance of labour in economic eyst, labour

mobility is one of the leading topics in labour pomics. Not only economists but also

sociologists, politicians, demographers and gedgrepare interested in labour mobility.

There are several forms of labour mobility whick arainly classified as geographic mobility
and occupational mobility. As it is already statedone of Jovano¥is studies that labour
mobility should not always be taken in its techhim&aning of pure movement persons from

one place to another.

“Labour mobility is not only a movement but also emsent of skills,

knowledge, experiences and organisational competefic

Therefore labour mobility - by its nature - has masconomic, political and cultural
consequences for sending and receiving countrissit A mentioned above mobility take
several forms. McConnel and others summarize tf@ses by making an illustration. The
figure 2.1 is formed with boxes | through IV thategorize several important kinds of labour

%5 Campbell R. McConnel, Stanley L. Brue and DaviccptaersonContemporary Labour EconomidglcGraw
Hill International Edition, 5th Edition, 1999, p72.
%% Miroslav N. Jovanow, The Economics of European Integrati@dward Elgar Publishing, 2005, p. 755.
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mobility. These boxes identify geographical andupational characteristics of the mobility
that the columns refer locational characteristicel ahe rows indicate occupational

characteristics.

Figure 2.1: Forms of Labour Mobility
Location
Same Diféent

Same

Occupation

Different
<

Source: Contemporary Labour Economics, 1999, p. 276

Box | refers mobility accompanied by a job chan@at no change in occupation and
residence. This classification also includes trarssbf employees from one of a firm’s units
to another in the same local area. Box |l refersoecupational change but no change in
residence. The mobility among economic sectorshen dame region or a location can be
included in this type of mobility. Box Il and IVhdicate the local or national geographical
mobility hence, immigration is subject of this typé mobility. Box Ill demonstrate a

geographic move to a job in the same occupationekiewy box IV refers both a geographic

move and an occupational charige.

2.2. Reasons for Immigration and the Determinantsfdmmigration

However, the concept of immigration which is a gesthat has been coming from ancient
times is an issue including debatable question®dtih developed and developing countries.
Only the difference in concept of immigration isaalging structure of reasons for

immigration. Immigration flows primarily depend esonomic, political and social factors in

" Campbell R. McConnadt al. pp. 276 — 277.
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origin country and destination country. Politicaistability, level of economic activity,
economic problems such as unemployment, low ligitagndards and the possibility of finding
better jobs offering high living conditions and damd for labour can be considered one of the
reasons for immigration. It is obviously seen timgiration decisions are determined by not
only internal factors but also external factorse3é factors, all together, are categorized as
push and pull factors of migration respectively dhwstrated in Table 2.1. Additionally, age,
family circumstances, education level, distancetlageother factors that affect the decision of

individuals to migration.

Table 2.1: Push and Pull Factors of Migration

Push Factors Pull Factors
Economic and Poverty Prospects of Higher Wages
Demographic Unemployment Potential for Improved Standard of Living
Low Wages Personal or Professional Development

High Fertility Rates
Lack of Basic Health and Education

Political Conflict, Insecurity, Violence Safety and Security
Poor Governance Political Freedom
Corruption

Human Rights Abuses

Social and Cultural | Discrimination based on Ethnicity Family Reunification

Gender,Religion and the like Ethnic (diaspora migration) Homeland
Freedom from discrimination

Source: The World Bank, Migration and Remittances 2006, p. 78.

McConnell, Brue and Macpherson show in their wdr&ttmigration does not occur in all
situations where a potential exists for increastdirhe earnings. Because there are costs
(transportation expenses, forgone income duringntbge, psychic costs of leaving family
and friends, loss of seniority and pension benefassociated with the migration that
undermines the expected gains of migration. Acogrdo them, if the present value of the
expected gains of migration exceeds the presenealthese costs, the person will choose to

move.>®

*8bid., p. 277.
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Economic modelling for migration decision is defires the following equation.

Equation 2.1: Net Present Value of Migration

_ - Ez_E1 _ - C _
V"'é{ (1+i)“} z{aﬂ)"} .

n=1
where
V= Present value of net benefits
E, = Earnings from new job in different place in year n
E1 = Earnings from existing job in year n
N = Length of time expected on new job
i = Interest rate (discount rate)
n = Year in which benefits and costs accrue
C = Direct and indirect monetary costs resulting fnrmove in the year n

Z = Net psychic costs of move (psychic costs minuglusygains)

In equation 2.1, if net present value of migrat®more than zeros, > 0), it implies that the
expected earnings gain exceeds the combined mgnatal net psychic costs, hence the
person will migrate. If, conversely net presentugabf migration is negative/§ < 0), the

person will not choose to move.

It should be noted that, the decision of migrai®mot defined as simple as in the equation
because migration has its obstacfeépart from economic and psychic costs, Jovafiovi
defines these obstacles all together in the saiae $iocio-psychological obstacles. It will be

more beneficial to classify these obstacles untezet different categories such as socio-
psychological obstacles, technical obstacles angsigél obstacles. Language, cultural
differentials, national and historical experienaedigious belief and perceptions can be given
as socio-psychological obstacles. Recognition oftifmates, immigration quotas and

prohibitions imposed by the governments can beuded in technical obstacles and lastly,
variations in climate, clothing and wars can bdechls physical obstacles that affect the

migration in addition to economic and psychic cogtich are mentioned in the equatfn.

%9 Miroslav N. Jovanowi, The Economics of European Integrati@dward Elgar Publishing, 2005, p. 755.
® Classifying factors as economic and non-econoreierchinants might be the other way to categorige th
factors affecting the decision of migration.
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2.3. The Economic Consequences of Immigration

In recent years, the economic implications of inmaiign between countries have always
taken part in debates related to globalization fatdre of world economy. The changing

structure of international trade (enhanced econ@uiivities) and political relations between

nations keep the immigration issue up to date aiqularly, as a natural result of decreasing
structure of population in developed countries areased competition across the world
economy raise the questions to immigration policgéstates. The governments discuss on
appropriate migration policies in order to gain ested benefits and minimize the costs of
immigration. There is no doubt that immigratiorelfshas inevitable consequences on both

individuals and countries including sending ancengag.

George Borjas who is a well known economist in fiel of labour economics in the US,
emphasizes the discussions about immigration ®rmaf three crucial questions. First, how
do immigrants perform in the host country? Secaevitht impact do immigrants have on the
employment opportunities of natives? Third, whiofhmigration policy most benefits the host
country?* Another economist, Kleinman examines the impaanigration by referring the

changes in employment rate and wage of both naive immigrant workers. He also
underlines that migration has economic consequenicggoductivity and the growth rate of

economy, entrepreneurialism and innovation andylése fiscal balance of governméfit.

Before analysing the aforementioned issues, it Ishbea taken into consideration that what
the economic theory says. Various studies show ithabth the sending and receiving
countries are assumed as part of the same wontdeased migration brings economic

benefits at the global level. Kleinman explains tb@son:

“The reason for this is that migrant goes from agq# where he or she is less
productive to a place where he or she is more pctde. The increased
production benefits the standard of living of tr@menunity as a whole, as

well as that of the migrating individuaf®

%1 George J. Borjas, “The Economics of Immigratiaidurnal of Economic Literaturd/ol. 32, December,
1994,p. 1667.

%2 Mark Kleinman, “The Economic Impact of Labour Ingration”, The Political Quarterly Publishing Co. Ltd.
2003, p.60.

%3 bid., p. 60.
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Kleinman refers that the overall effect of migration the average standard of living of the

world’s people will be positive as a result of naitjon.

Figure 2.2: The Economic Effects of Labour Immigraton, Receiving Country Case
Wages

0 H M Emplovment

Source: George J. Borjas, Labor Economics, 1996, B01.

Figure 2.2 which depends on standard supply — ddraaalysis, demonstrates the economic
benefits from immigration in a receiving countryefBre immigration, it is assumed thst
amount native workers are employed in the econondythe supply curve of labou§)(is
inelastic. LineD presents the demand curve for labour and givesvéthee of marginal
product. This means that each point on the demamkt cequals to the contribution of last
worker in the labour market. Therefore, the aredeuthe demand curve (prior to migration,
ABNO gives the total output, in other words it refére value of national income. According
to labour market equilibrium (poifd), N native workers are employed at a wagevefWith
immigration flows, the supply curve for labour mev® S and amount of workers in that
economy increases frodMto M. The differenceNIM] presents the amount of immigrant work
force in the economy. By entering immigrants, tlesvriabour market equilibrium occurs at
point C where the supply curv@ and demand curvl intersect and the market wage falls to
w; due to the new equilibrium point. As it is expkghabove, the national income is given by
the area under the demand curve and after immagrétows, the new income level ACMOQ.

It can be seen from the figure that total wage paiehmigrants equals to the afre@MN (w,

x [NM]). The increase in total income BCMN so that the difference between the area of

BCMN and FCMN shows the increase in national income accruingative workers. The
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areaBCF measures the increase in national income that s@sia result of immigration and

that accrues to natives. This trianBI€F is called as the immigration surplifs.

Figure 2.3: The Economic Effects of Labour Immigraton, Two Country Case

Wages C1 Wages C2
H J
MPP L1=D1 MPP L2=D2
MIRR L i o am G s T i JAF
Wed e A G O [C
Pt e e e e e e i e s i s : __________ ; ..................
i :
o L M o

Emplayment
Source: Appleyard, Field and Cobb, International E@onomics, 2006, p. 236.

Figure 2.3 illustrates the total economic impadt&bour immigration as a whole in the same
graph including sending and receiving countri2sandD, are the demand curves @funtry

| andcountry Il respectively. Prior to migratiodM workers are employed at a wagengfin
country land income level afountry lequals to the arddCMO. As it is already stated in the
figure 2.2, the demand curves give the marginatyco of workers who are employed in
those economies therefore the area under the deowswes refer the national income levels
of these countries respectively. dountry I, OM workers are employed at a wagewsfthe
income level of country Il is given by the ar@MO0. The possibility of finding better jobs
offering high living conditions and wage differeali between country 1l and country | attract
the workers employed icountry Ito migrate to theountry Il It should be noted that, labour
is assumed homogeneous in the two countries amnd ih@ot any restriction to movement of
workers, they are mobile and as Kleinman statesrbgfabourgoes from a place where they
are less productive to a place where they are mar@uctive. This movement will continue
until the wage rate is equalized in two countrgbdur market. As it is indicated in the figure,
wages are equalized at a wagevgfat pointA. [ML] amount workers migrate toountry |1
While national income decreasescountry |(from HCMOto HALO), increases icountry Il
(from JBMO to JALO) due to the entering of additional work force &bdur market of
country Il. As it is stated before, increased migration gsieconomic benefits at the global

% George Borjad,abor EconomicsMcGraw Hill International Editions, 1996, p. 301.
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level if both sending and receiving countries aleh as a part of the world. Appleyard, Field
and Cobb explain it by using the figure 2.3.

“[..] given the existence of diminishing marginal prdduty of labour in

production, other things being equal, output in oy | falls at a slower
rate than the decrease in the labour force, leadiogan increase in per
capita output. In country II, output grows morewlyp than the increase in
the labour force, leading to a decrease in per tapmutput. Finally the
world as a whole gains from this migration since fall in total output in
country | (area LACM) is more than offset by ther@gase in output in
country Il (area LABM) by the shaded area ABE.

Appleyard, Field and Cobb also refer the impacthoafration of unemployed persons on
general welfare. Market imperfections within theicties lead to an excess supply of labour
prior to immigration. In addition to circumstanceslicated in the Figure 2.3, some labour
might remain unemployed icountry Idue to various reasons such as labour marketdailu
traditional wage rate, minimum wage rate laws amehahds of labour union induced

downward wage rigidity in sectors.

In the Figure 2.4[ML] represents the unemployed workers (surplus I3band [0_]
demonstrates the employed workersanntry L The excess supply is called as surplus labour
and migration of these unemployed workers freountry | to country Il leads to an

expansion of income_(DBM) in country Il without any reduction icountry 1%°

If second migration flow occurs due to the complgtequalization of wagesl. [] workers
will move to country Il and will be employed there. Shaded afe&ABM) shows the net
world gain from first and second flows of migratitogether. The figure points out removing
distortions coming from market imperfections anffedential wage rates across countries

raises the potential gains from immigratfon.

% Dennis R. Appleyard, Alfred J. Field and SteverCbbb,International EconomicsMcGrawHill International
Edition, 2006, 5th Edition, pp. 236 — 237.

% bid., p. 237.

®7bid., p. 238.
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Figure 2.4: The Economic Effect of Migration of Suplus Labour

Wages C1 Wages C2

MPP LT=D1

Source: Appleyard, Field and Cobb, International Eonomics, 2006, p. 237.

Economic theory accepts that mobility of laboun-ather words immigration of workers-

makes significant contributions to economic growih.it is illustrated by figures 2.2, 2.3 and
2.4, immigration leads to economic gains. Howewagrthis point, two crucial questions are
always discussed. First, what are the factorsadffatt the size and distribution of the gains
from migration? Second, If the effects of immigoation the overall economic welfare of the
receiving country are positive, why are some coestand people against immigration?
Actually these questions come from an uncertaibtyuéimpacts of migration which relates
to being either good or b&d.

The existing literature claims that openness obantry to trade will affect the size and
distribution of benefits from migration. Highly relgted economies find it harder to reap the
benefits that migration can bring. In addition tpeoness, the skill characteristics of
immigrants also affect the size of benefits. Kleememphasizes another point related to skill
levels of workers that economic gains from mignatase also higher if migrant workers are
complements and not substitutes to the existingfooze *® It is obvious that the impacts of a
high qualified worker would not be same as a lowlifjed worker’s impact and the concept
of brain drain is matter in question for counttiesing their well educated people but, it does
not mean that less skilled labour is harmful toneeroies. In various type of economic

activities, their complementary structure might bsed. However, Borjas states that if

® For an interesting econometric study on indivicatiitudes toward immigrants, see Anna Maria Mayd&o
is Against Immigration? A Cross-Country Investigatiof Individual Attitudes towards Immigrait3he
Review of Economic and Statistiéaigust 2006, pp. 510 — 530.

% Mark Kleinman,bid., p. 61.
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immigrants lack the skills that employers demand &nd it difficult to adapt working
conditions, immigration may significantly increagbe costs associated with income
maintenance programiBeside these factors, market imperfections, lefdabour mobility
and immigration restrictions on across regions, dsg economic costs and reduce the

expected benefits of migration for both developed developing countries.

Immigration includes economic costs and benefitgdoeiving countries. If the net benefit of
immigration is positive, the gains will be more nhthe expected benefits from migration
because of the multiplier effect (or spillover etjeof immigration. Once immigrants enter
the destination country, they do not usually staw iparticular place. Therefore immigrants
are very mobile segment of the labour force. Thawobility affects the labour market
positively to reduce the some kind of market imeetibns. Majority of studies find that
mobility of native workers in host countries is gulow due to the family reasons such as
living nearby relatives and friends, children whre avell settled in local schools and living

home which may be still mortgagétlmmigrants are highly motivated to move than resiv

Apart from that, at the most basic level, immigsamicrease the supply of labour and help to
produce new products and services. Low qualifiethignants usually take unattractive jobs
that natives do not accept low wages. In this veagployers find a resource to reduce the
price of inputs and hence, they partially incretise competitiveness of their tradable goods
and services in the short tiffelmmigrants pay taxes, benefit from public services

demand for housing and goods so they increase dimpusory consumptions in the host

country.

When economic costs of immigration are analyzed, ithpact of immigration on native

wages and employment are the most controversialjaedtionable issues for researchers. It
is often believed that immigration has an adveffsction wages and employment of native
workers. In other words, it is claimed that immigya increases the unemployment and
reduces the wage level in the host country. How#weate is no strong evidence to strengthen
the abovementioned effects. Contrarily, Borjas Kielnman emphasize common findings.

According to them, particularly in the US labourrikeds, there is only a weak relationship

0 George Borjas:The Economics of Immigration”Journal of Economic Literaturd/ol. 32, December 1994,
p. 1667.

I Miroslav Jovanop, ibid., p. 758.

2bid., p. 758.
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between native wages and the number of immigrafisnman explains this relation by
referring the mobility differentials of local andhimigrant workers. In opposite to common
belief, he argues that high level of mobility inettUS reduces the adverse effect of

immigration on wage§’

Zorlu and Hartog (2005) who made a detailed stutdyatation and impact of immigrants on
the local wages for three European countries, §imlar results as Kleinman and Borjas.
They argue that the impact of immigrants on thellagages in the United Kingdom, the
Netherlands and Norway, have very small efféttshis finding also supports the rigidity

structure of wages in Europe.

As a result, it can be deduced from discussions studies related to literature on
immigration, economic impacts of immigration vary time, by place, by skill composition
and by policies and can be either beneficial omthal.

2.4. Competitiveness and Immigration

It can be perceived from economic consequencesmmhigration that the concept of
immigration has many dimensions and various imptactse assessed. General acceptance on
migration in economic literature is it affects puativity and growth in income per capita of
origin and destination countries through changeaggregate demand, aggregate supply and
changes in composition of factors of productidrithe figure 2.5 illustrates the overall

economic effects of migration.

Although the concepts of competitiveness and imatign are always interesting study fields
in economics, the relationship between competiggerand immigration either has been often
overlooked or has been taken into consideratioh dévelopment issue related to developing
countries. As it is mentioned in chapter 1, thecemt of competitiveness refers the collection
of factors, policies and institutions which detemmihe productivity and prosperity level of a

country.

3 Mark Kleinman;bid., p. 62.

" Aslan Zorlu and Joop Hartog, “The Effect of Imnation on Wages in Three European Countri@stirnal of
Population Economigs/ol. 18, 2005, p. 134.

"% Jacques Poot, “Demographic Change and Regionap€iitiveness: The Effects of Immigration and Agéjng
Population Studies Centre (PSC) Discussion Pgpéos 64, February 2007. p. 4.
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Figure 2.5: The Overall Economic Effect of Migration (Immigration and Emigration)
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From the point of this framework, immigration cae &ccepted as a factor or a policy tool
which is able to enhance economic outcomes of cesnbr regions. In recent years various
studies provide evidences that immigration paréidyl of entrepreneurs and highly skilled
workers who make great contributions to enhancedhapetitiveness of regions.

Poot (2007), in his study focuses on the impactinofigration on aspects of regional
competitiveness such as innovation, entreprengurahd productivity in addition to the
impact of ageing population. He argues that immigraincluding high skilled persons
creates positive results to enhance the regionapetitiveness and can be used a policy

solution to offset the economic impact of ageifg.

®bid., p. 11.
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According to Poot, the immigration can improve cetip/eness through three ways. These
are through increasing in total factor productiyityirough increasing innovation and
entrepreneurship and through increasing econonficiezfcy.”” Poot explains them as the

following.

First way, immigrants make a contribution to labéance of receiving countries and in this
way, return to capital increases. An increase farneto capital due to the growth in labour
force stimulates investments. If these investmargsmade in high-tech sectors, the economy
will be positively affected. There fore immigrati@an enhance total factor productivity but

this effect is dependent due to the sectoral dilocaf additional investment.

Second way, immigration can enhance competitiveti@sgigh increasing innovation and
entrepreneurship. It is directly related to knowgedevel and qualification of immigrants. It
is also significance that sectors in which the igmaunts work. If immigrants bring new ideas
and work in knowledge-based industries or create basinesses, competitiveness of that
country will increase. With respect to knowledgellaA Williams (2007) refers that
immigration plays a key role in the overall tramséé knowledge (particularly in transfer of
tacit knowledge) in the economies and immigranes ealled as knowledge carriers (or

brokers) in Williams study because of the rolemokledge exchangés.

Third way, immigration can affect economic growtinaugh improving economic efficiency.

As it is mentioned before immigrants are usuallynyger and tend to be more mobile than
native workers in the labour market. They usuadlyet risks easily because of the adjusting
capability to economic changes. Therefore immigracdan lead to more competition and

allocation effects which increase efficiency iregion or a country.

In addition to these ways, Poot emphasizes twar@ntlieffects coming from immigration

which affect regional competitiveness. These areuh international trade and international
linkages with their home country resulting from gpara. Firstly, immigrants tend to buy
their home country products (demand for import pictgl from origin country) due to taste or

77 i

Ibid., p. 5-6.
8 Allan M. Williams, “International Labour Migratioand Tacit Knowledge Transactions: A Multi-Level
Perspective"Global NetworksVol. 7, No: 2, 2007, pp. 29-45.
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emotional behavioural. As a consequence of thasletibalance of host country is negatively
affected. Secondly, immigrants can help to redumestction costs of bilateral trade between
host and home countries (such as removing of conuation difficulties due to the language
and business culture differentials). Poot also fsabuit that there may be some dynamic gains
from increased trade between home and host cosintsied emphasizes that the
competitiveness may show upward signal in the lomg if enhanced trade encourages

innovation and entrepreneurship in sectors wheggants are employed.

It can be conceived from literature on the effeftsmmigration on economic relations that
there has not been a common consensus on whatt artemgration affects economic
activities and economic actors. Ottaviano and ®Who made a study on the long run impacts
of immigration on productivity in the US economyggest that flow of immigrants into the
US generates positive and significant gains to ypectdity and wages of US born workers as
a result of their “diversity” in education and expace. According to them, this diversity
leads to complementarities that make the inflovinmhigrants beneficial to the productivity
of native worker§® Therefore an increase in labour productivity wjfomote the

competitiveness.

" Jacques Poolbid., p. 7.

8 Gianmarco I.P. Ottaviano and Giovanni Peri, “Thoad. Run Effect of Immigration on Productivity: The
Theory and Evidence from the US”, April 2005, p. 2.
http://www.economics.uci.edu/docs/collogpapers/Be&/pd Available on July 14, 2008.
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CHAPTER 3: A COMPREHENSIVE APPROACH TO ECONOMIC MIGRATION

The intention of this chapter is to highlight thencept of economic migration in the current
economic framework for Europe and to relate contipetiess issue of the EU to immigration
policies that have been discussed since the laogabfi the Lisbon Strategy. It is fact that
unless new policies are implemented and new appesaare introduced in member states,
EU will face with adverse effects of demographicloie and ageing of its population in near
future. Beside this there has been a growing rateden developed countries (especially the
US and emerging countries in which economies whiehdriven by knowledge) in order to
attract the highly skilled migrants to their couest Therefore, these developments make the

competitiveness issue of the EU more complex dt boiion and national level.
3.1 Brief History of European Migration

History of Europe teems with many migration wav&part from migrations of pre-historic
and early modern times as a result of the climh#tnges in Europe, wars and discoveries of
new continents are only some reasons of migratiamew in history of Europe. Therefore
European migration issue can be classified and methaccording to various factors such as
economic, political, sociological, geographical aedvironmental. Zimmerman (2004)
decomposes European migration challenges intotsxreels. These are unskilled migration,
skilled migration, migration of mix of skilled andnskilled workers, factor mobility, the

expansion of the European Union and lastly famelynification and asylum seekers.

A common picture to European migration for the perof post-world war 1l is drawn by
researchers studying on European integration. ilgicture, there are four relevant phases:
Periods of post-war adjustment and decolonisati®@d% — 1960), labour migration - guest
workers (1955 — 1973), restrained migration (197388) and dissolution of socialism and
afterwards (1988 — 1998).Jovanovt also mentions in his book that a fifth stage diolar
movement may start around the year 2010 due to giexpbical trends and imminent labour

shortages in the E&.

8 Klaus F. ZimmermanrfEuropean Labour Mobility: Challenges and Potensia| IZA Discussion Paper
Series No: 1410, Bonn - Germany, November 2004, pp. 2-7.

82 Miroslav N. Jovanow, ibid., p. 761.
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The first period of the years between 1945 and 1@6f@rs a strong inflow of people who
were displaced by the world-war 1. Colonial powstgh as Great Britain, France, Belgium
and the Netherlands were affected by return migmatiom European colonies and overseas
territories. According to Jovandyil2 million ethnic Germans were forced to leaventGe

and Eastern Europe, most of them settled in Germany

The second phase of migration covers the periogdet 1955 and 1970s until the oil crises.
These years were driven by demand side factorstnodg economic growths as a result of
reconstructing of Europe. Countries needed to lalboce and opened their economies to
guest workers temporarily. Zimmermann refers ttedtour migration in this period was
mainly motivated by wage differences between thetisand North. Beside this point
Akkoyunlu and Vickerman indicate thad ‘dual labour market was created which preserved
a separation between immigrant and local workersisTallowed the wages of immigrant
workers to rise relative to their country of origivhilst not impacting so much on the wages

of indigenous groups in the recipient countri&%.

In the face of economic crises and recession, firel phase from 1973 to 1988 was
characterised in Europe by restrained migratiorabgse of restrictive immigration policies.
Foreign population increased due to family reuatilens despite the fact that guest worker
system was designed for return migration. Zimmemnaentifies the fourth phase of
migration as a result of changes in global politystem in former socialist countries. With
the dissolution of communism, economic transitiond &thnic wars, the inflow of asylum

seekers and refuges from these countries incresgeificantly in the 1990&*

8 Sule Akkoyunlu and Roger VickermafMigration and the Efficiency of European Labour Kats”, Spatial
Change of Interregional Flows in the Integratingrepe in eds. Johannes Brocker, Hayo Herrmann, Physica-
Verlag, Springer 2000, p. 159.

8 Klaus F. Zimmermanribid., p. 9.
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Figure 3.1: Evolution of Immigration Policy in Europe
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Source: Adapted from Kvamme (2005) pp. 8-9, Peixot(2001), pp. 37-39, Mahroum, (2001) pp.
28-31.

The figure 3.1 illustrates the evolution of migoatipolicies of the Europeans with notable
developments in the world economy from the post ld/ivar Il to the 2000s. The overall
aim of this illustration is to highlight the econmand political realities and reasons which
are shaping the decisions on migration policieh@EU and to simplify the wide extent of
European migration issue. As it is already mentipiilee figure enables to see the evolution
of migration policies in the EU within the framewasf global competition.

The figure is formed with two main components categng several important
developments in world economy and European migrgimlicies. The time period which is
drawn by horizontal line identifies the positionisEuropean governments to the migration

issue in three titles: Guest workers period, zermigration policy and economic migration.

43



The years between 1945 (the post WW2) and the éf@s the labour deficits in European
markets. In order to cover this deficit and to mestouct the European economic life guest
workers were invited to work in Europe. Therefonés tdeficit was filled by international
labour force who came from various Asian, Africaatin American countries and Southern
Europe. The common properties of these workersfiestty that they are coming from
relatively less developed countries and seconddy tare largely composed of unskilled
workers. The years between 1970 and late 90s &ireedes the period which was shaped by
zero immigration policies in the EU. Many Westerar&@pean governments stopped labour
immigration due to social and political costs ofmigrants in their countries and economic
conditions of global economy. They had not taketo iaccount the integration issue of
immigrants to their society while guest workers evdyeing invited. The numbers of
immigrants were increasing as a result of familyniens, asylum, refugees and illegal
immigrations. Furthermore, in the beginning of 708 oil crisis and economic recession
also made difficult to control the political andcg costs of large numbers of immigrants. It
can be deduced that zero immigration policy in B¢ was based on security concerns.
During the mid 1980s and the 1990s, European cesrtiied to restore the balance between
labour migration and the numbers of asylum seeamdsrefuges because of collapse of the
communism and wars in former Yugoslavia. In thebgloeconomic arena, the world trade
has expanded and transnational companies haveagsttetheir shares in global output.
While new global actors (BRICS) are rising in therld economy, productivity growth of
EU economy is declining compared to the US and n#sign countries. As is it stated in
chapter 1, the decline in productivity performanafe Europe is attributed to a lower
investment per employee and a slowdown in theafitechnological progre$s.0n the one
side, information and communication and techno®dIi€T) improve the competitiveness of
emerging countries and the US, on the other sideEtd experiences shortages of certain
experts in the sector of ICT. In the late 90s, mtbnomic and demographic structure of the
EU makes economic migration necessary to put oin dgenda in order to fulfil the Lisbon

objectives for future of Union’s economy.

% See Chapter 1, p. 9.
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3.2. Towards a New Immigration Agenda as a Necesgibf Globalised Economy: The
Concept of Economic Migration in the EU

By putting into force the Treaty of Amsterdam in989 Community competence for
immigration and asylum was established in the Eutle first time. In October 1999 the
European Council held a special meeting in Tamparéhe creation of an area of freedom,
security and justice in the EU. The overall aintto§ meeting was to discuss the EU’s future
role in a common policy on migration and asylunstige, combat with crime and stronger
external action that make the Union more open andre place. For a common EU migration
and asylum policy, the four basic elements werenaikito consideration in this meeting.
These were; partnership with countries of origigoanmon European Asylum System, fair

treatment of third country nationals and lastly aiggment of migration flows.

In this meeting, economic migration was not cleanntioned in talks on common migration
policy. Moreover, it can be seen from the article & the presidency conclusions that the

member states had gave their priorities to secissiyes rather than the economic concerns.

“The European Council acknowledges the need for ceomation of

national legislation the conditions for admissiomdaresidence of third
country nationals, based on a shared assessmernhesfeconomic and
demographic developments within the Union, as a®lthe situation in the
countries of origin. It requests to this end rapiecisions by the Council, on
the basis of proposals by the Commission. Thesesides should take into
account not only the reception capacity of each bemstate, but also their

historical and cultural links with the countries ofigin.”°

As already stated in chapter 1, in 2000, the Lislamopean Council emphasized two
important concepts for European economy that afeattnomic life in every aspect and
require radical transformations of the EU: Glohatiesn and knowledge driven economy. In
order to strengthen the Union’s economy, the Cduagreed to launch the Lisbon Strategy
for a ten year period. On the one hand the presideanclusion gives various details about

% presidency Conclusions, Tampere European Couricind 16 October 1999, Article 20.
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overall strategy of the Union for the next decadetloe other it highlights a number of

weaknesses of the EU implicitly demanding for eecoimomigrants in some economic sectors.

“[..] there is a widening skills gap, especially in im@tion technology
where increasing numbers of jobs remain unfilledhwWhe current improved
economic situation, the time is right to undertékgh economic and social
reforms as part of a positive strategy which comabicompetitiveness and

social cohesior®’

In November 2000, the Commission strongly undesliae issue in a Communication to the
Council and Parliament that admission and integmatif third country nationals should be
discussed openly and a consensus on the objeativéise common immigration policy
should be reached by the member states in spda/efgent reactions of public and different
political points of views. The Commission gives supgertain evidences such as projected
decline in EU population, difficulties as a resaftlabour shortages in some sectors and
changing structure of immigration flows in the wbdue to the globalisation of the economy

in order to revise existing immigration policiestbé EU.

“[..] itis clear from an analysis of the economic aedhdgraphic context of
the Union and of the countries of origin, that thés a growing recognition
that the “zero” immigration policies of the past 3@ears are no longer

appropriate”®

The Commission suggests that a more flexible amprda existing immigration policies
should be taken into consideration and the charfoelenmigration for economic purposes
to meet urgent needs for both skilled and unskiledkers should be provided by the Union.
The Commission strongly emphasizes that admissaiti@s of economic migrants must
enable the EU to respond quickly and efficientlyiabour market requirements at national,
regional and local level. In addition to these ssjipns, The Commission also highlights the
changing directions of migratory movements depemdin the evolution of the economic
and demographic situations both in receiving amdlisg countries and stresses the need for

a coordinated approach and close partnership Wéltountries of origin in order to regulate

8 presidency Conclusions, Lisbon European Counirl 24 March 2000, Article 4.
8 European Commission, COM(2000) 757 final pp. 3-6.
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the flows and reduce the illegal immigration sustalty.’® Kvamme who made a
comparison on immigration policies of Norway an@ t6U (2005), argues that since the
publishing the communication in 2000, immigraticsstbeen integrated as a policy area of
the Lisbon Strategy. According to her, the conadpéconomic migration has become an
essential component to the success of the Lisboamte§y and has brought an external
dimension to the strategy as attracting the higklifed labour migrants into the ECP

After 2000, the Commission has maintained its wamkmmigration policy and made many
proposals and policy papers on this issue. The wmsiprehensive analysis which focuses
on immigration, integration and employment was mad2003. In this Communication, the
role of immigration in meeting the Lisbon goals deeply analysed. According to the

Commission:

“While immigration should be recognised as a sowfceultural and social
enrichment, in particular by contributing to entrepeurship, diversity and
innovation, its economic impact on employment amdwth is also
significant as it increases labour supply and hedppe with bottlenecks. In
addition, immigration tends to have an overall posi effect on product

demand and therefore on labour demant.

The Commission re-emphasized the need for wellgdesi immigration policies for the
longer term competitiveness issue in a green papir the title “An EU Approach to
Managing Economic Migratidnn 2005. The Commission refers that an economgration
strategy would have positive effects on competitess and entrepreneurship therefore on
the fulfilment of the Lisbon objectives. Additiohathe Commission strongly underlines that
the Union must acknowledge of the fact that thennveorld regions (the US and emerging
economies) are already competing to attract migremimprove their economies.

8 bid., pp. 13-15.

% Ingunn KvammeThe Immigration Agenda of the Knowledge-based Ewgné Regulationaist Approach to
Norwegian Immigration Policy2005, p. 49.

°1 European Commission, COM(2003) 336 final p. 10.
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“[..] in the absence of common criteria for the admissad economic
migrants, the number of third country citizens entgthe EU illegally and

without any guarantee of having a declared job withw” %

This quote presents that, not only the admissioacohomic migrants but also the ensuring
the legal status and integration of those who dreitéeed are much important for the future
of the European economy. Both this green paperkaaanme’s thesis (2005) clearly point
out that “economic migration” reflects the motivati for encouraging immigration of the
member states. It can be inferred that the newlerof immigration is increasingly based on

European economic concerfis.

In the green paper above mentioned, degree of masaten, admission procedures for paid
and self employment, residence permits, possibdithanging employer or sector, legal
rights, integration and cooperation of third cowyntrationals (economic migrants) are
outlined as a key issues for introducing a new Pppreach to managing migration by the

Commission.

Zaletel (2006) in her study defines the migratiahqy initiatives of the Commission as an
attempt to achieve the main objectives of the LisBtrategy. She relates to the migration of
highly skilled people to competitiveness policiéshee EU under the light of Lisbon Strategy
and as a necessity of knowledge based economy.réingoto Zaletel and the Commission,
this issue directly relates to specific policiesimharesearch policy and employment policy.
Achieving the ambitious goal of the strategy asbié@ome more competitive economy in the
world” depends on removal of all obstacles to thebitity of researchers of Europe and
pulling the high qualified researchers into Eurapéhe field of research policy. In that case,
in the field of employment, it is also crucial tespond to needs of European labour market
for skills and labour in the current demographid anonomic context of the EY.

92 European Commission, COM(2004) 811 final. pp. 3-4.

% Ingunn Kvammeibid,. p. 50.

“Ppetra Zaletel, “Competing for the Highly Skilled ¢tants: Implications for the EU Common Approach on
Temporary Economic MigrationEuropean Law Journalol. 12, No: 5, September 2006, p. 632.
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3.3. Economic Migration in Knowledge Based EconomyResearch and Technology as
an Important Field

3.3.1. EU Industrial Structure: Need for High Skills

As it is underlined in previous sections of thigdis that productivity and its sources are
leading conceptions for countries that aim to imprtheir economies and to strengthen their
competitiveness in the global economy. Capital nsity, labour quality and total factor
productivity are often accepted as the most imporsmurces of productivity which have
direct relation or in other words, impact on impeawents of productivity in a country. If the
Commission’s staff working document (2007) entitledh “Raising productivity growth:
Key messages from the European CompetitivenesgtRfY” is well analyzed, it can be
obviously seen that the most important questiothisa document is how the EU raises its
productivity and closes the gaps in productivityl akills between the US and the EU. The
document emphasizes that the EU should give it&cygiriorities to ICT, innovation,
competition, product market reform and better ragohs. According to the Commission,

these areas have high potential impact on ovexiatiur productivity’>

In order to become more competitive economy, thetremnificant point which is strongly

referred by the Commission is the necessity ofrieldyical progress and innovation in the
EU.% R&D, innovative capacity, future key technolog{gsicro-systems, advanced materials
and bio-technologies and nano-technologies), noma@ogical innovation and knowledge
can be attributed as crucial drivers of Europeanpmtitiveness and will shape the industrial

structure of Europé’

In 2007, DG Enterprise and Industry of European @ission prepared a report which

analyzes the challenges and opportunities of EWgtidl structure and assesses the
competitiveness of the EU economy from a sectoeaspgective. The most interesting and
crucial findings are given in the fifth sectiontbfs report. In this section, the EU economy is

categorized in 28 strong sectors and economic pedioces of these sectors are examined by

% European Commission, COM(2007) 666 final, p. 25.

% The Commission has adopted a proposal to dec0® The European Year of Creativity and Innovation
For more information see press releds://europa.eu/rapid/pressReleasesAction.doznefer1P/08/4831
March 2008.

" European Commission, COM(2007) 666 final, p.-165.
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using two indicators which are used to describeddbpetitiveness in external trade. These
indicators are called as “revealed comparative @idge” (RCA) and “relative trade balance”

(RTB) and defined as the following equations.

Equation 3.1: Revealed Comparative Advantage (RCA& Relative Trade Balance (RTB)

a.YEL
T X'Pr
—r s (X, —M,)
RCA = RTB, =i 1
! X (X, +M,)
T
,.;, v
where
X = Exports
M = Imports
I = Sector
W = World

In equation 3.1, if value of RCA indicator is hightban 1 RCA> 1), it implies that a given
industry performs better than the reference arebaae interpreted as a sign of comparative
advantage. Contrarily if the value of RCA indicai®tower than 1RCA< 1), it implies that

a given industry performs worse than the referemea. If the value of RCA is close or equal
to 1, it means that in a given industry there isthee comparative advantage nor
disadvantage.

The RTB indicator is used to compare the tradarsa for a group of products to the total
trade in that group of products. As an assumptib@; country only exports and does not
import anything in that sector, the value of RTHBigator will equal to “1”, contrarily if this
country only imports and does not export anyththg,value of RTB indicator will equal to “-
1” hence the value of RTB can not exceed 1 ar(l-# RTB<1). If exports and imports are

equal to each other, the value of RTB will be Z€ro
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Figure 3.2: EU-25 Trade in Manufactured Products -RCA index, 2002 — 2004
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Source: European Commission, EU Industrial Structue 2007: Challenges and Opportunities,
2007, p. 86.

Figure 3.2 presents a ranking of 28 sector's prtsdwccording to their comparative
advantage in the EU-25 by using RCA index for tleeiqul between 2002 and 2004. The
figure also demonstrates for each sector the labkills to which it belongs and the share in
total manufacturing exports. The products at thedbthe ranking are characterised by high
RCA value. Pharmaceuticals, machinery and equipna@raraft and spacecraft, non-metalic
mineral products, printing and publishing and stfieninstruments take place at top of the
list and account for an average of 34% of total mhacturing exports. Eight products which
are under or close to the RCA value 0,75 find thedwes at the bottom of the ranking that
these products are produced in disadvantaged senttte EU manufacturing exports: Radio
and television receivers, electronic valves an@subffice machinery, clothing, textiles, other
instruments, railroad and other transport equipmeemd basic metals are placed at the bottom
of the list.

51



Table 3.1: EU-25 Distribution of Manufacturing Industry Value Added and Exports by Labour
Skills Categories

Labour Skills EU-25 Value Added (%) 2001-2003 EU-25  Exports (%) 2002 — 2004
High 16,5 27,3
High-intermediate 6,0 11,1
Low-intermediate 35,8 27,0
Low 41,8 34,6
Total 100 100

Source: European Commission, EU Industrial Structue 2007 p. 95 (calculated from Figure 3.2)

By taking into consideration of these results, samportant interpretations can be made
First, products which require high and high intedmge skills in production process in the
EU account for an average of 38,4% of total mactufing exports. This refers that
industrial or manufacturing structure of the EU walsole is based on more low or low
intermediate skills and techniques. As it is ilfaged in the table 3.1, the products of low and
low intermediate labour skills account for a sigraht share value added in manufacturing
and products of low and low intermediate labouliskiccount for 77,6% of value added and
61,6% of total exports. Second, although the thmemlucts at the bottom of the ranking
require high skills in production, they are perfargithe worse advantage of EU-25 trade in
manufactured products. This result may be attrdbtaensufficient supply of skilled labour in
the EU labour market and low R&D investments inegivndustries.

Figure 3.3: EU-25 RCA index by Labour Skills Categoy, 2002 — 2004

10 High
25
A

Low-Intermediate

Source: European Commission, EU Industrial Structue 2007: Challenges and Opportunities,
2007 p. 97.

52



Figure 3.3 and Figure 3.4 illustrate the RCA ind#xthe EU and other global actors
including the US, Japan, China and India accorttinthe labour skills categories. It can be
seen from figure 3.3, the RCA index for high intediate and low intermediate labour skills
of the EU is greater than 1 however, the RCA fahhlabour skills is lesser than 1. It is
obviously indicated that the US and Japan are alized in high intermediate labour skills
and exhibit more balanced profile. The differenitceRCA index by labour skills categories
between the US and the EU (specialization in highrmediate labour skills) may help to
assess why the US outperforms the EU in internaticompetition. The RCA index for

China is demonstrating the performance of Chinesen&my and its developments. China

exhibits dual specialisation in both high and labdur skills?®

Figure 3.4: the US, Japan, China and India RCA inde by Labour Skills Category, 2002 — 2004
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Table 3.2: EU-25 trade by Labour Skills and Technalgy Category, RTB Index, 2002 — 2004

Income Level of EU-25 Trade Partner Countries
High Upper-medium Low-medium Low
Total RTB Total RTB Total RTB Total RTB
Labour Skills Trade index Trade index Trade index Trade index
High 31,6 0,023 29,9 0,02 26,1 -0,142 18,8 0,533
High-intermediate 18,1 -0,050 6,3 0,393 6,5 0,291 8,3 0,303
Low-intermediate 20,5 0,237 21,1 0,567 25 0,246 20,2 0,595
Low 29,8 0,296 42,7 -0,059 42,4 -0,258 52,7 -0,492
Total 100 0,135 100 0,125 100 -0,066 100 -0,01
Income Level of EU-25 Trade Partner Countries
High Upper-medium Low-medium Low
Total RTB Total RTB Total RTB Total RTB
Product Types Trade index Trade index Trade index Trade index
High-tech 35,3 -0,052 20,1 0,229 23,2 -0,167 14,7 0,686
Medium-high tech 38,1 0,227 35,5 0,476 34,5 0,382 25,9 0,626
Medium-low tech 13 0,142 23,4 -0,292 14,8 -0,154 16,3 0,003
Low tech 13,6 0,357 22,9 -0,057 27,4 -0,499 43 -0,635
Total 100 0,135 100 0,124 100 -0,066 100 -0,01

Source: European Commission, EU Industrial Structue 2007: Challenges and Opportunities,
2007, pp. 95-100

Table 3.2 presents the EU-25 trade with four graafpsountries that have different income
levels by using RTB index for the period betweerd2@nd 2004. Trade partners are
categorized as high, upper-medium, low-medium awd ihncome level countries. Beside

these classifications, the products which are stibje foreign trade are also classified
according to skill intensity and technology whiche aequired in the production. The

Commission especially emphasizes that as the indewat of trade partners increases the
share of trade in products embodying higher legélabour skills and technology increases.
And the Commission also draws attention to theetrlaalance of the EU with low and low-

medium and upper-medium income level countriesegative for products embodying low

labour skills and techniques (RTB index for labslills, -0,492, -0,258, -0,059 and RTB

index for technology level, -0,635, -0,499, -0,088pectively) but notably positive for other

product categories with some exceptions. Amongetlegseptions, the most interesting result
is the trade balance for products of high skillsl digh tech against low medium income
countries (RTB index -0,142 and -0,167 respectively

Another point that the reasons which are not ¢jeaxplained in the report is the trade
balance of the EU with high income level countfi@sproducts inwhich high labour skills
and high technology is needed. While the trade noalaof the EU for the products
embodying high labour skills is positive (0,023)r high tech products is negative (-0,052).
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This may imply that, highly qualified labours iretiEU may not find sufficient conditions to
work in high tech industries and a skill gap majsei the EU. As it is stated at different
times that European competitiveness is stronglgdas the EU’s ability to move resources
(such as highly skilled labours, information-comneation technologies and capital) into
knowledge based industries which have significastemtial for productivity growth and
income gains? In addition to these evidences, supply of skileabur is also indicated as a
key challenge for European manufacturing indussyaaresult of demographic change
(ageing) and underinvestment in education anditrgiby the Commission as a key message

in European competitiveness reptft.

3.3.2. The Immigration of Highly Skilled Labour and the EU

“There is a significant mismatch between real migraflows and policy
lines designed to regulate them. On the one hdmaletis a weak correlation
between real EU internal mobility and growth in tleemal possibilities for
moving on the part of skilled professionals. On akieer hand, many highly
skilled internal flows occurred before the EU regjidns were set, and occur
nowadays independently of policy regulatidHg.

Joao Peixoto who evaluates the relationship betvisggimly skilled mobility and migration
policies of the EU in his study (2001), claims thanificant part of skilled migration seems
to be unrelated to political integration of the EAtcording to him other variables such as
growing need for highly skilled workers in contemgmy economies, growth in foreign
investments, student mobility, the supply and deimarechanisms occurring at local and
national levels, the degree of economic internaitliaation play key roles on determining the

skilled movements in the E1§2

Peixoto also emphasizes that despite various pelicelated to free circulation and

recognition of skills, increased internal movemevithin the EU has not been directly

% |sabel Grilo and Gert Jan Koopmaibjd., p. 75.

1% Eyropean Commission, COM(2007) 666 final, p. 165.

191 joao Peixotd‘Migration and Policies in the European Union: HigghSkilled Mobility, Free Movement of
Labour and Recognition of Diplomadhternational Migration Vol. 39 No: 1, 2001, p. 34.

192 Highly skilled mobility can be classified in sixaim groups according to the type of works. Moverserit
senior managers, executives, engineers and teahsjccientists, entrepreneurs and students corhjgidg
skilled mobility. [seeMahroum (2001), p. 29.]
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proportional to legislative output. He underlinbattin some cases total migration has been
on a downward trend due to the obstacles whichestist in the legal and political field®?

Not only governmental resistances but also linguisapabilities and national character of
professions and skills eliminate a great deal ofration potential. Peixoto refers an
interesting point that a great amount of highlyllstli flows has generally occurred in the
absence or corresponding legislation. This is iyadalsed on the framework of transnational

firms and organization¥?

Pexioto’s findings are very crucial to analyze twlutions of the policy attempts of the
member states to introduce a common immigratiofrcyp@nd to remove obstacles to free
movements in the Union. As it is mentioned befoyeldunching the Lisbon Strategy, the
concept of economic migration in recent years hesoime an external dimension and a

political instrument to attract high skilled labeunto Europe.

Contrary to Peixoto, Mahroum (2001) refers in higlg that there is a strong competition for
highly skilled labour among developed countries d@his competition is taking more

institutionalized pattern in the world includingettchanges in policies, legislations and
procedures at the national level to make theirig@pétion in the international labour markets

more gainful.

“There is widespread agreement in Europe that ecanoampetitiveness is
increasingly linked to the quality and quantity siilled human resources
available for any given economy. European policyenakare showing a
growing interest in tapping the emerging global kerfor highly skilled

human capital.

This quote obviously indicates that competitivenafsa nation in global economy goes hand
in hand with its resources (labour) and this respiibeing more open to highly skilled
immigrants.®® Mahroum highlights that the majority of immigratidlows to the EU is
coming from Eastern Europe and Africa but only aonty of the immigrants from these
regions can be classified as highly skilled. TfeeeEuropean governments are introducing

193hid., pp. 37-42.

1% bid., p. 47.

195 sami Mahroum“Europe and the Immigration of Highly Skilled LabduInternational Migration Vol. 39,
No: 5, 2001, pp. 27-28.
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and developing new methods similar to the poineddasmigration systems of Australia and
Canada and selective immigration policies of theitu8rder to attract highly skilled labours
into the EU. French “scientific visa” as fast trgatocedure to allow scientists from in the
non-European Economic Area (EEA) to work in FranG&rman “green cards” for IT

professionals from non-EEA countries, “entreprensiga’ in the UK, tax discounts

applications in Sweden and Netherlands to highlifeskforeign labours including persons
from the EU, work permit applications as a restilrecognition of the skills shortages in
Ireland, tax reductions based on residence petmitsreign experts in Denmark are given
as only several examples about changing legisktionthe member states. According to
Mahroum, the reason of these changes is to makeEthanore flexible to cope with

globalization and changing demographic trends irofe’®

One of the most comprehensive comparative stugiesconomic migration related to highly
skilled labour is published by Petra Zaletel (20Q@&)letel argues that the EU has a particular
role in the global competition for the highly skil labours. She claims that an EU common
policy for highly skilled migrants would make thédJEmore attractive as a whole and

increase the Union’s competitiveness in the glelsahomy**’

“Schemes for highly skilled migrants do determigeuntry’s attractiveness,
as they introduce important benefits to potentaigrants. The final result,
nevertheless, depends on both on the right legislapproach and the right
combination of external factors — mainly those tetato the research and

innovation climate in the relevant country.

Zaletel underlines that the US is the most sucaessfuntry in stimulating highly skilled
persons into the country as consequences of ngtseweral entry channels (particularly H-
1B visas) but also quality of education systemditrle research centres and high income

differences. In these four classifications, thedd§performs the EU.

According to Zaletel, increasing human capitalled EU where foreign skills are available
(or a necessity) seems to be vital for the futfr&uropean economic competitiveness. To

this end, highly skilled migration can significanttontribute to the stock of human capital

1% pid., pp. 31-34.
7 petra Zaletelbid., p.613.
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and thus to the economic growth if member states n@cessary steps at national and the EU

level 108

“While the EU is promoting the idea of mobility panghtoward a European
science model, different member states maintaiir then protectionist
practices. Unlike the United States, such a moHal¢pean Research Area]
does not exist yef...] In reality, a number of barriers to mobility suels

taxation, pension, and recognition of qualificatorstill exists and are
deterrents, particularly for women with children. okover, the
establishment of an ERA requires full applicatioh the principle of
complementary between EU and Member States’ relseadivities.

However, some contradictions still persist. Memifgtates’ domestic
research and employment policies differ in relatiom their priorities,

investments, and also recruitment procedures irR&® public sector’, *%°

Sonia Morano-Foadi (2005) who supports the creaifdhe European Research Area (ERA)
playing an important role in free movements of kfemlge and encouraging the interchange
of skills in the EU, argues that there ia heed in Europe to coordinate science and
migration policies at European and member statel l&w enhance the attractiveness of
European receiving countries and facilitate retfracientist to their sending nations because
there is still significant migration of highly sled to outside of the Union in particularly to
the US and adds thatvhile mobility is supported and promoted in the ¥®, same does not

necessarily happen in Europe, despite the creaifdthe ERAM°

Kutasi argues that it is crucial for the EU to nesesthe outflow of highly skilled European
researchers from the US. Moreover, removal of fona problems of the East Central
European research institutions should stronglyaber into consideration at both national

and European level. Otherwise, Eastern Europeaerex@and researchers will fulfil the

198 hid. , pp. 614-615.

199 5pnia Morano-Foadi, “Scientific Mobility, Careerdgression, and Excellence in the European Research
Area”, International Migration Vol. 43, No: 5, 2005, pp. 154-155.

19bid., pp. 133-134.
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empty jobs left by highly skilled researchers whanated to the US from leading EU
countries and the eastern member states will nableto catch up to the EU averdge.

Another interesting point has been underlined by Vinden, Van den Berg and Pol (2007).
They find that European cities in which economitvéites based on knowledge intensive
industries (Munich, Amsterdam, Helsinki) are mouecessful in attracting human resources
and investments, creating high level jobs and shgwiigh growth rates and innovation
levels in a country. With regard to skilled immitjoa, it is crucial to note that, these cities
have relatively high shares of highly skilled immaigts with well paid jobs in firms.

Moreover their wealth attracts lower-skilled imnagts who hope to find a job in the

expanding personal services sectofs.

3.4. Economic Migration in the Field of Employment

“If we increase the number of H-1B visas that arailable to US
companies, employment of US nationals would likglyw as well. For
instance, Microsoft has found that for every H-li hve make, we add on
average four additional employees to support thewarious capacities.**

(Bill Gates Testimony before the Committee on
Science and Technology, US House of
Representatives, March 12, 2008.)

“[...] since they (additional skilled immigrants) are iendand, the wages in
the skilled labour market will not rise, but thedmployment will cause

additional demand for native unskilléd.

(Klaus F. Zimmermanr2004)

111 Gabor Kutasi“Labour Migration and Competitiveness in the EurapeJnion”, Transition Studies Review
Vol. 12, No: 3, 2005, p. 524.

2\willem Van Winden, Leo Van den Berg and Peter Feliropean Cities in the Knowledge Economy:
Towards a Typology”Urban StudiesVol. 44, No: 3, March 2007, p. 540.
http://democrats.science.house.gov/Media/File/Conusthearings/2008/Full/12mar/gates_testimony 12mar
08.pdf p.14, (Available at June 2008)
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It is mentioned in previous sections that the wtienaim of the Lisbon Strategy is to raise the
Union’s growth and employment potential. As a resil this initiative, broad economic
policy and employment guidelines were put into acttby the European Union by 2005.
Zimmermann (2004) suggests that in order to achibeelLisbon goals, the labour market
implications of immigration have to be taken intcaunt. Even if the Lisbon employment
objectives for 2010 ( 70% for the population agetineenl15-64, for women to more than
60%) are achieved by the end of the first decad21¥fcentury, according to predictions,
employment in Europe will started to fall signifitly afterwards due to the ageing of
population as a result of demographic changes.itingva greater increase in productivity
will become more sophisticated issue to achievéased economic growth under certain
circumstances. Therefore it is important to mobililze current stock of migrants to enter the
labour market, and to prepare for new immigratign ilmplementing better integration

strategies™

Figure 3.5: Employment Rates (%) the EU, the US andapan
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14 Klaus F. Zimmermannbid., pp. 15-16.
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Zimmermann strongly believes that a selective inmatign policy can make contributions in
order to achieve the Lisbon targets like reducihg inflow of low skilled people and
obtaining a creditable position on the internatldabour markets for high skilled and well
trained workers? It can be deduced that an economically orientehigration policy is
required in the Lisbon Strategy for the future ofr@pean Economy. Zimmermann explains

rationale of this argumentation in his study asfthewing:

“Immigration can successfully increase the flexipibf the labour market,
provide incentives to slow down wage growth, and @llow more people to
obtain gainful employment. Immigrants are typicathore flexible than
natives. They may ease labour shortages in areashich natives do not
want to work and even create their own work oppuaties. [...] Immigrants
tend to be more responsive to labour market cammtiand may help to
smooth the adjustment of labour markets to regiahfiérences or shocks.
The increase in human capital that can be achiebgd a selective
immigration strategy can also contribute to longirgrowth. However in
many countries there are strong differences ingbenomic performance of
EU and non-EU migrants. Given these possible gamse openness of the
European Union towards non-EU labour migration seatasirable, but also
an economic approach to determine a more selecéimery policy is

required”**®

In a common study (2001), getting Zimmerman anckotkesearchers from various centres
across Europe together it is obviously underlinddttan economically motivated
immigration policy which relies on labour marketeds not only brings benefits and
contributes to the development of the economy Hsb ancreases the popularities of
European governments and reduces the social ambmoo tensions of natives towards

foreigners-’

In a later work, Tassinopoulos and Werner (1999 lemize that after the completion of the
Single European Market and the creation of a comowrency, there is no reason to occur

15bid., p. 17.

11%1hid., pp. 19-20.

7" Herbert Briicker, Gil S. Epstein, Barry McCormi€klles Saint-Paul, Alessandra Venturini and Klaus F
ZimmermannManaging Migration in the European Welfare Stalane 2001, pp. 35-55.
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mass immigration flows into Europe. Hereatfter, tiye of mobility in the EU will depend on
economically motivated migration and can be managgesily. According to authors, inner
EU mobility increasingly becomes a migration of thighly skilled persons and contracted
immigrant workers in specific sectors such as contibn*® Werner (2000) replicates this in
another study that, fie pressure to migrate has decreased the more Euhgiz become
integrated”. Enhanced trade and transfers of structural floeiween member statesréate

a convergence in living standards and thereforelérand capital (direct investments) serve
as a substitute for worker migrationand decrease the migrations due to income
differentials'*® However, despite the establishment of Common Mairkehe EU, labour
mobility is quite low. The lack of flexible high-gled workers and ageing process can be
attributed as the reasons of immobile labour fancEurope. As a result of this, removal of
barriers to non-EU highly skilled migrants would lxeneficial to ensure efficient adjustment

and larger welfare across all EU member stites.

Quotes given at the beginning of this section presieat in the case of the immigration of
skilled labour, a dynamic effect occurs. Demand @mskilled labour increases due to
complementary structure of high skilled immigrasofurthermore Zimmermann argues that
immigration also creates demand for goods and cesvoroduced by natives and therefore
induces a multiplier effect. These findings shovattlthere is no certain evidence that
immigration will lead to lower wage or higher undoyment in an economy. In comparison
to the US, the EU has a higher unemployment ragpitkethe fact that the US labour market

composes more foreign born population relativéhneoEU

Hooghe, Trappers, Meuleman and Reeskens (2008) made an interesting econometric
study that aims to define the pull factors or ihestwords, incentives of immigration into
Europe. This study includes 21 OECD European mermientries and their migrant inflows
between the years of 1980 and 2&&4The results demonstrate that both economic and

cultural incentives determine the structure of [pean migration patterns. First, with regard

118 Alexandros Tassinopoulos and Heinz Wertigo, Move or Not to Move: Migration of Labour in the
European Union”lAB Labour Market Research Topjddo: 35, 1999, pp. 14-15.

119 Elmar Honekopp and Heinz Werner, “Is the EU’s Labklarket Threatened by a Wave of Immigration?”,
IntereconomicsJanuary/February 2000, p. 5-6

120 Klaus F. Zimmermann, “European Labour Mobility:allenges and Potential&ZA Discussion Paper Series
No: 1410, Bonn - Germany, November 2004, pp. 29-30.

121 Klaus F. Zimmermann, “Tackling the European MigmatProblem” Journal of Economic Perspectivagol.
9, No: 2, 1995, pp. 53-56.

1225ee Annex IV.
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to the economic factor, it is seen that, unemplaynhevel of a country is the only variable

with a significant impact on migration flows in tii#J. According to the results, European
countries receive more immigrants if their unempieyt rates are lower. Beside this result, it
is obviously seen that neither gross domestic mbdoapita) nor percentage of social
expenditures play a significant role in attractimgnigrants to the richest European countries.
Secondly, with regard to cultural factor, the caedbrpast of a country (where a common
language is being spoken dominantly) seems toglaynportant role in migration flows into

Europel®

Hooghe and others argue thahimigrants do not settle randomly or in the “easieountry
and are clearly attracted by shortages in the labmarkets and by historical ties to a host
country” From these findings, if colonial ties are igndyreimmigration seems to be an
efficient mechanism to restore imbalances on theua market in the EU*** Venturini and
Villosio (2006) support these results in their wak well. They have examined the labour
market effects of immigration into Italy and hawaifd that immigrants do not exclude native
workers in Italian labour market but also have anplementary effect in all level of
educations and they are concentrated in areas where is excess demand for labour and

where the unemployment rate is 1&%.

123 Marc Hooghe, Ann Trappers, Bart Meuleman and Taeskens, “Migration to European Countries: A

Structural Explanation of Patterns, 1980 — 20U#% International Migration Revigvsummer 2008, Vol. 42,
No: 2, pp. 485-500.

1241bid., p. 502.

125 Alessandra Venturini and Claudia Villosio, “Labdvarket Effects of Immigration into Italy: An Emjal
Analysis”, International Labour Review/ol. 145, No: 1-2, 2006, pp. 96-98.
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CONCLUSION

The future of the EU Economic competitiveness asely linked to accomplishment of the
Lisbon Strategy. In order to achieve the Lisboreotiyes, the EU needs to revise its both
macro and micro level economic policies by takingpiaccount all kind of socio-economic
challenges that Europeans face. For this reaserklthshould determine its vital priorities as
being a knowledge-based economy and create newagm®@s (new policy instruments to be

used) in meeting the Lisbon goals.

In the mid-term failure of Lisbon process in 20@4e European Commission has started to
give its energy to focus on crucial and appropriateys that guarantee the longer term
competitiveness of the Union. According to the Cassion, spreading knowledge through
high quality education system and high qualifieseggchers is the best way to enhance the
economic performances of the EU. As a result o, tlituropean Research Area was

established to support the research and developetnities across the EU.

As it is stated above, the EU is faced with somecsiral and demographic problems. First,
as an economic integration, the EU depends on amoommarket that allows the free
movements of goods, capital, services and labomeng the member states. Nevertheless,
Europe has a weak labour mobility and low employimates. This means that it is important
to provide a more mobile workforce for the EU im@er to remove the market imperfections
coming from weak mobility. Beside this, greaterdabparticipation and productivity growth
require a continued investment in a high skilledl adaptable workforce in the EU. It is
precise that the economies including highly skilledours are able to enhance the
productivity growth easily. Secondly, ageing popiola in the EU causes risks to the long
term sustainability of the EU Economy. Accordingth® some projections (Pichelman and
Roeger, 2004), by 2050, under given circumstanttes EU’s working age will have been
sharply decreased and the dependency ratio ofth&ilE increase three times more than the
level of 2000. This result implies that there wllé increased public expenditures, debt

burden, higher real interest rates and lower piteotitput in the EU.

In the face of given challenges and after the &syeh launching the Lisbon process, key
measures has to be taken at the community levebas as possible in order to ensure the

credibility of the renewed Lisbon Strategy. Onetloé key actions such as economic and
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political reforms is managing the economic mignatim accordance with the needs for

knowledge-based economy.

In the framework of this study, it is obviously sethat the EU is slowly recognizing the
necessity of highly skilled immigration within twbfferent but connected fields: research and
employment. It can be said that economic migrafioghly skilled immigration into the EU)
can play a major role to make the EU the most dyonamd competitive region in the world if
the European leaders (Council of the EU) take rssggssteps. At this point, it is very
important to underline the Commission’s role in gwicy making process of the EU as an
interest seeker for the whole Union as a resuitsoéarly actions in 2000 and 2004. In 2000,
the Commission emphasized that zero immigrationcigsl of the past years are no longer
appropriate for the future of the EU Economy, am@004, the Commission highlighted the
need for well designed immigration policies for tbager term competitiveness issue of the
EU. And as a consequences of these and anothetiv@s, in the last spring council of the
EU (March 2008), it is explicitly denoted that eocamc migration can play a role in meeting

the needs of the labour market and contribute ljp tegluce skill shortages in the EU.

Not only the official documents but also many acadestudies demonstrate that the need for
highly skilled labours ought to be seen as a peemameed for the knowledge-based
economies. However, in many years, Europeans hasedfwith many problems related to
integration of immigrants to their society as autesf immigrants’ different socio-cultural
origins and low qualifications. Therefore, someateg attitudes still remain among natives
in Europe towards foreigners due to these reagdmmst half of the EU citizens consider the
immigration issue as their primary worry that imnaigts will take their jobs and depress their
wages. If expected benefits of economically moadammigration policies relying on labour
market needs are well explained to the receivingqitiees’ people at both national and the EU
level, European leaders not only reduce the saridleconomic tensions of natives towards

immigrants but also increase their popularitieghgir national elections.

This thesis has shown that highly skilled immigsaerieate opportunities for employment and
improvements in productivity in knowledge-basedremunies. Common result is a selective
immigration policy can brings dynamic effects toetlitU Economy. An economically
motivated immigration policy or point-based immigpa system on the one hand encourages

the skilled immigrant workers on the other hanatdisages unskilled foreigners.
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As it is emphasized by many researchers that conpobcy on immigration would increase
the EU’s attractiveness for the highly skilled ingmaints. However, the economic benefits of
immigration can only be realized if a higher degoésuccessful integration of migrants can
be achieved. Therefore it is crucial to improve pldl factors of highly skilled migrants in
the EU. The creation of European Research Areagreton of qualifications and diplomas,
quality of the universities, credible research ambvation policies and length of work and
residence permits, knowledge cities and indusstialctures are some of the most effective

determinants that help to attract the economic anigrto the EU.
As Petra Zaletel (2006) states in her study that;

“[...] the attractiveness of a country to the highly ekillpeople and the
accomplishment of the Lisbon Strategy are interected issue$ (p. 639
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ANNEX |

Macroeconomic guidelines

(1
@)
()
4
&)
(6)

Microeconomic guidelines

(M
(8)
®)
(10)

(11
(12)
(13)

(14

(15)

Employment guidelines

(16)

(17)
(18)
(19)
(20)

21

(22

(23)

Integrated guidelines for growth and johs (2005-2008)

To secure economuic stability.

To safeguard economic sustainability.

To promote an efficient allocation of resources.

To promote greater coherence between macroeconomic and structural policies.

To ensure that wage developments contribute to macroeconomic stability and growth.

To contribute to a dynamic and well-functioning EMU.

To extend and deepen the imnternal market.
To ensure open and competitive markets.
To create a more attractive business environment.

To promote a more entrepreneurial culture and create a supportive environment for
SMEs.

To expand and mmprove European infrastructure and complete agreed priority cross-
border projects.

To increase and improve investment i R&D.
To facilitate innovation and the take up of ICT.

To encourage the sustainable use of resources and strengthen the synergies between
environmental protection and growth.

To contribute to a strong industrial base.

To mmplement employment policies aimed at achieving full employment. improving
quality and productivity at work. and strengthening social and territorial cohesion.

To promote a lifecyele approach to work.
To ensure mclusive labour markets for job-seekers and disadvantaged people.
To improve matching of labour market needs.

To promote flexibility combined with employment security and reduce labour market
segmentation.

To ensure employment-friendly wage and other labour cost developments.
To expand and improve mvestment in human capital.

To adapt education and traming systems in response to new competence
requirements.
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ANNEX I

3. THE COMMUNITY LISBON PROGRAMME — AN AGENDA FOR GROWTH AND JOBS

The design and implementation of macroeconomic, microeconomic and employment policies
lies primarily with Member States and will be set out m national reform programmes this
autumn. The Integrated Guidelines for Growth and Jobs provide guidance for such policies.

The Community contributes to the overall economic and employment policy agenda by
completing the internal market and by implementing common policies and activities that
support and complement national policies. It will in particular concentrate on a number of
key actions with high value-added:

- the support of knowledge and innovation in Europe,
- the reform of the state aid policy.

- the improvement and simplification of the regulatory framework in which business
operates,

- the completion of the Internal Market for services,

- the completion of an ambitious agreement in the Doha round.

- the removal of obstacles to physical. labour and academic mobility,
— the development of a common approach to economic migration,

— the support of efforts to deal with the social consequences of economic restructuring.
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ANNEX 11

3. 10 KEY OBJECTIVES FOR THE NEW CLP 1N THE FOUR PRIORITY AREAS

The Commnussion proposes that the 2008-2010 CLP should contain ten kev objectives and
corresponding actions based on the integrated guidelines and fully resting on the four priornty
areas.

10 Key Objectives to be accomplished by 2010

1. The Commission will propose a renewed Social Agenda by mid-2008 and will help
to address the skills gap.

2. The Conumission will make proposals for a common policy on mmmigration in 2008,

3 The Community will adopt a Small Business Act to unlock the growth potential of

SMEs throughout their life-cyele.

4. The Comnumnity will move towards the target to reduce EU admimistrative burdens
by 25 % by 2012 and implement an ambitious simplification programme.

Lh

The Commmnity will strengthen the single market, increase competition in services,
and take further steps to integrate the financial services market.

6. The Community will make a reality of the fifth freedom (the free movement of
Imowledge) and create a genuine European Fesearch area.

71 The Comummunity will improve the framework conditions for innovation.

8. The Commmnity will complete the internal market for energy and adopt the climate
change package.

o,

The Comnmnity will promote an industrial policy geared towards more sustainable
production and consumption.

10. The Comnmmty will negotiate bilaterally with key trading pariners to open up new
opportundties for international trade and investment, and create a common space of
regulatory provisions and standards.
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ANNEX IV

484 InTERNATIONAL MIGRATION REVIEW
TABLE 1
MiGration Trenns iIn OECD EuropeaN MEMBER COUNTRIES
Stock Foreign Population Inflow Foreign Population
Trend 1980-1990 1991-2004 Trend annual
1980 2004 1980-2004 (avg/year) (avg/year) evolution?

Austria® 3.82 9.59 +3.77 - 81,586 +8,046
Belgium 8.92 8.41 -0.51 40,447 59,830 +1,470
Czech Republic 1.73 2.48 +0.75 1,352 14,657 +1,518
Denmark 1.78 4.97 +3.20 14,457 20,906 +493
Finland - 2.08 - 12,618 9,857 =208
France 6.89 5.47° -1.42 64,248 102,378 +2,777
Germany* 5.69 8.16 +2.47 515,455 748,312 +10,767
Greece® 1.87 6.92b +5.05 36,167 30,538 +15
Hungary - 1.40 - 8,136 16,900 +808
Ireland® 2.59° 5.63 +3.05 21,000 27,979 +565
Italy 0.37 3.89¢ +3.51 90,364 175,899 +1,765
Luxembourg 2468  39.42 +14.75 7,261 10,343 +231
Netherlands 3.68 4.32 +0.64 55,434 79,681 +1,559
Norway 2.02 4.64 +2.62 16,158 23,334 +688
Poland 0.13 0.13 +0.00 1,704 16,627 +1,248
Porwgal 0.52 4.32 +3.80 - 24,842 +4,576
Slovenia® 0.06* 2.30 +2.24 - 5,069 +483
Spain 0.49 4.63 +4.14 21,782 185,847 +17,696
Sweden 5.07 5.18 +0.10 36,082 43,710 +640
Switzerland 413 20.42 +6.30 72,543 91,085 +1,095
United Kingdom 3.14° 4.81 +1.67 - 231,585 +26,085
OECD Europe 3.32 5.30 +1.97 1,068,695 2,000,965 +84,130

Source: OECD, Eurostat, and own calculations by the authors. Stock in percentage of rotal population; flow in absoluce

numbets.

*Before 1989 this is the sum of the scores for East and West Germany.
Data for 1990 instead of 1980 are used due to missing values.
®Data for 2000 instead of 2002 are used due to missing values.
“Some missing values are present. Averages per year arc calculated on the figures for the available inflow staristics.
dResules from an OLS-regression analysis. Virtual annual evolution of the migration inflow to the country (absolute

numbers).
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