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Preface

This volume results from a continuing dedication of 1ZA’s Migration Program
Area at the forefront of research on the broad issues of international and internal
migration. Among the main themes covered from both the scientific and policy
perspectives are the impact of migration on the host and source labor markets, the
adjustment of migrants and their descendants in the destination countries, and the
role of ethnic identity in these processes.

The 2004 enlargement of the European Union, involving Cyprus and Malta and
eight Central and Eastem European countries: the Czech Republic, Estonia, Lat-
via, Lithuania, Hungary, Poland, Slovakia and Slovenia; and the 2007 enlarge-
ment, when the European Union opened up to Bulgaria and Romania, have con-
siderably changed the migration landscape in Europe. Within the migration
research program, the sub-area “EU Enlargement and the Labor Markets” ad-
dresses the current challenges and opportunities which accompany free mobility in
an enlarged European Union.

The migration research group at 1IZA produces numerous discussion papers,
policy papers and journal articles, research reports, monographs, edited volumes
and other publications each year. Cooperating with a network of more than 800
IZA Research and Policy Fellows and Affiliates and holding regular forums for
scientific exchange, including the Annual Migration Meeting, the biennial Migra-
tion Topic Week, and workshops on EU Enlargement and the Labor Markets, the
group has also become an international hub for migration research.

We wish to express our most sincere thanks to the contributors of this volume
for their persevering commitment and thought-provoking chapters. We are very
grateful to Barry R. Chiswick and Amelie F. Constant for their encouragement
and profound inspiration throughout this project, as well as their dedicated leader-
ship within the Migration Program Area. We also thank Anzelika Zaiceva, Holger
Hinte, Ross McRae, Andreas Kruepe, Thomas Wasilewski, and all the others who
have provided invaluable support at various stages of producing this volume. We
also acknowledge the continuous support and cooperation from our publishers at
Springer.

Bonn, May 2009

Martin Kahanec Klaus F. Zimmermann



10. The Post-Enlargement Migration Experience
in the Baltic Labor Markets

Mihails Hazans
Kaia Philips

In this chapter, we use Lithuanian, Latvian and Estonian LFS data (2002-2007)
complemented with several other surveys to compare the profile of Baltic tempo-
rary workers abroad before and after EU accession with that of stayers and re-
turn migrants. Determinants of migration and return, as well as selection issues
are discussed. Post-enlargement migrants from all three countries were signifi-
cantly less educated than stayers. Other things equal, medium-educated workers
were most likely to move after accession, and human capital became increasingly
less pro-migration over time. Return migrants differ from all movers in many
ways and, in particular, are more educated. Although brain drain was not a fea-
ture of post-accession Baltic migration, brain waste was: during 2006-2007, the
proportion of overqualified among high-educated movers ranged from five out of
ten for Latvia to seven out of ten for Lithuania, but it was around one [fifth among
high-educated stayers in all three countries. We find that the [free movement of la-
bor partially introduced in 2004 (and expanded in 2006) for EU citizens, although
excluding Baltic non-citizens, brought about significant changes in how ethnicity
and citizenship affect workers’ mobility. We conclude by discussing migration
perspectives in the context of recession.
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1 Introduction

The four year period after the EU enlargement of 2004 was an unusual time for
the three Baltic countries. Economic growth had been fostered by several factors
including the benefits of the common market; substantial injections from EU
structural funds; and strong domestic demand driven by a credit boom in both the
real estate and consumer durables markets. Overall real GDP growth during 2004-
2007 was 36, 38 and 48% in Lithuania, Estonia and Latvia, respectively. Unem-
ployment fell and total employment rose in each of the three countries, although in
varying degrees.

One of the defining features of this period was the outflow of a significant part
of the labor force: thousands of workers were quick to use the right to work in the
United Kingdom, Ireland, Sweden, and later, other countries of the ‘old’ Europe.
This negative demographic shock was very painful for the Baltic countries, which
lost significant proportions of their populations (from 6% for Lithuania to 13-14%
for Latvia and Estonia) during the 15 years preceding accession because of nega-
tive net migration and, except for Lithuania, negative natural increase (World
Bank 2007: p. 115). Large and growing Lithuanian and Latvian diasporas have
emerged in Ireland, where they are among the top five groups of foreign nationals,
and the UK. Estonian diaspora in Finland is second only to the Russian one and
has been first by net migration since 2004. Flows of return migrants attracted by
improving possibilities at home, flows of new migrants triggered by the network
effect, as well as repeated and seasonal migration has strengthened the informal
links between the diasporas and home population.

Migration has contributed to a decline in unemployment and real wage growth
in general, as well as improvements in the labor market position of ethnic minori-
ties and the low-skilled. Through these channels and through remittances migra-
tion has thus helped to improve living standards. However, migration-induced la-
bor shortages in some sectors have been obstacles to growth. Migration has also
changed the distribution of bargaining power in the labor marker in favor of em-
ployees. While this change was often a necessary correction in countries with
weak unions (see Masso and Eamets 2006: Table 5.5), in some cases (notably
construction) it went too far and contributed to labor costs rising too fast.

Some of the migration effects, both good and bad, went beyond the labor mar-
ket. One example is deteriorating (at least temporarily) quality and in some cases
falling productivity in sectors affected by labor shortages, e.g. retail, catering,
construction and health. On the other hand, labor shortages motivate firms to in-
vest in new capital and improve human resource management, which leads to in-
creases in productivity.

One of the most intriguing questions about the post-enlargement migration
wave from the Baltic countries is the behavior of Russian-speaking minorities,
many of whom do not have citizenship in Estonia and Latvia; and hence, they are
not covered by the free mobility provisions.

The above discussion highlights the prominent role of post-enlargement migra-
tion for the Baltic countries (and for the countries which host Baltic migrants)
from demographic, economic and social perspectives. In this chapter, we discuss
in detail the dynamics and composition of the Baltic migration and return migra-
tion flows before and after EU accession. We also look at the labor market out-
comes of migrants and return migrants and at migration impacts on the Baltic
economies and societies.

We refer to Kahanec et al. (chapter 1 in this volume) for an overview of the lit-
erature on post-enlargement migration within EU. Few papers have looked spe-
cifically at the Baltic countries in this context. A study by Hazans (20032a) based
on cross-country comparison of inter-regional migration rates concludes that the
Baltic populations are more mobile than those of the Czech Republic, Slovakia
and Slovenia. Hazans (2003b) employs a survey of internet users to study their
migration intensions, as well as the determinants of temporary and permanent mi-
gration. Kallaste and Philips (2004), SKDS (2006a) and Jarv (2007) study migra-
tion intensions in Estonia and Latvia. Kaczmarczyk and Okolsky (2008) discuss
the economic impact of migration in Poland and the Baltic countries. The Univer-
sity of Latvia (2007) analyze migration intentions and foreign work experience of
Latvian residents and their relatives abroad. Indans et al. (2006) provide an inter-
view-based account of life and thoughts of Latvians working in Ireland. Indans
and Kruma (2006), SKDS (2006a), Kadziauskas (2007) and Nurmela (2008) look
at migration policies and attitudes. Hazans (2008) studies labor market outcomes
of return migrants in Latvia.

The rest of the chapter is organized as follows. Section 2 describes the data
sources. The dynamics and intensity of the Baltic migration flows before and after
accession are presented in section 3. Sections 4 and 5 are devoted to migrant hu-
man capital and their labor market outcomes. Return migration and labor market
transitions are analyzed in section 6, followed by a discussion of the migration
impact on the Baltic economies in section 7. Section 8 deals with the demographic
composition of migrant flows and stocks, as well as with determinants of migra-
tion and returning. Section 9 discusses remittances. The main findings are summa-
rized in section 10. The concluding section looks into the future of Baltic migra-
tion in the context of economic crisis.
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2 Data

In order to describe various aspects of the migration process before and after EU
accession, as well as to provide cross-country comparisons, we use several com-
plementary data sources. Administrative data on gross migration flows into the
UK (National Insurance numbers and Worker Registration Scheme), Ireland (Per-
sonal Public Service Numbers) and other EEA countries (international migration
statistics) are used to measure the intensity of the migration and outline a migrant
profile along basic demographic and other available dimensions. For Ireland, we
also use the 2006 Population Census data.

For a deeper analysis we exploit Lithuanian, Latvian and Estonian LFS data
files (2002-2007). LFS data include a sufficient number of observations on mi-
grant workers abroad: 1844 for Lithuania, 577 for Latvia, and 800 for Estonia.
These numbers increase further if those with some economic activity abroad
within the last year are considered. The data also has a sufficient number of ob-
servations on return migrants with foreign work experience: 313 for Lithuania,
185 for Latvia, and 136 for Estonia. By design, the data do not cover migrants
who have already become permanent, i.e. are not considered as household mem-
bers at home, and those with no family left behind. However, the distribution of
movers found in pre-accession and post-accession LFS data by host countries is
consistent with the geography of actual migration flows. The UK and Ireland have
become major destinations for Lithuanian and Latvian movers, and Finland plays
a similar role for Estonia (see Tables la, 1b). Table 1b also confirms that labor
migration to countries outside the EEA accounted for less than 10% of the total in
both 2002-2003 and after accession. This justifies our decision to restrict analysis
of administrative data to EEA countries. While formally sending countries’ LFS
data capture only temporary migrants, one should keep in mind that the post-
accession migration from EU10 countries has been predominantly temporary so
far (see Pollard et al., 2008: Figure 20 and pp. 39-40; Barrell et al., 2007: p. 5;
European Commission, 2008: pp. 121-122), and that temporary migrants tend to
become permanent (see e.g. van Baalen and Miiller, 2009, for Germany). This
suggests that our LFS data are suitable for cross-country comparisons, for analyz-
ing accession-induced and post-accession changes in migrant characteristics, and
for studying migrant labor market transitions. Whenever possible, we also support
our findings with the Irish Census data, which include both temporary and perma-
nent migrants.

Table 1a
Gross flows of adult migrants from the Baltic countries to EU-25 and Norway
by destination (2003-2007)

Lithuania Latvia _ Estonia

2003 2005 2007 2003 2005 2007 2003 2005 2007
UK 255 506 51.3 119 514 537 55 37.0 248
Ireland 193 313 223 252 342 243 157 238 86
Germany 25.9 8.4 8.7 36.9 86 93 253 79 81
Sweden 17 1.0 1.9 2.9 07 18 7.4 38 54
Norway 2.0 1.2 5.0 2.7 06 25 24 22 53
Finland 0.2 0.1 0.2 0.9 03 06 294 183 386
Denmark 5.0 1.8 2.5 6.3 15 27 3.9 19 26
Spain 13.2 42 5.8 48 11 25 2.1 14 24
Other EU15 2.8 1.0 14 3.1 08 16 55 16 23
Gther EU10 4.2 0.6 1.0 5.3 1.0 10 2.8 21 20
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
UK + Ireland 448 818 736 371 856 780 211 608 332
Nordic countries | 9.0 4.0 9.6 127 30 75 431 262 519

Source: See Notes to Figure 1.

Notes: Posted workers are not included. See Notes to Table 1c

Table 1b
Temporary migrant workers from the Baltic countries by destinaton (LFS data)
Lithuania _ Latvia Estonia
20022003 2004-2006 2002-2003 2004-2007 2005-2008

UK + Ireland 27.8 51.4 31.8 63.3 7.6
Nordic countries 11.8 10.6 12.9 9.5 75.4
Germany 15.7 11.4 9.0 54 2.0
Other EEA 241 12.1 14.4 1.9 4.5
US+Canada 9.2 6.6 11.9 25 1.6
Russia+Ukraine+Belarus 89 5.0 14.4 5.3 5.8
Other 2.5 29 515! 21 3.0
Total 100 100 100 100 100
N obs. 703 1141 201 415 290

Source: Calculations with Lithuanian, Latvian and Estonian LFS data.

Notes: Data on country of work were not available for Estonian LFS 2002-2004 and 2007. EEA: as of 20086, i.e. including
EU10

When relevant, we also employ data from representative surveys conducted in
Estonia in 2003 and 2006 (see Kallaste and Philips, 2004; Jarv, 2007) and Latvia
in 2005-2008 (see Notes to Tables 2, 4), which include information on migration
intentions and foreign work experience. Some of these are based on very large
samples and hence allow for a detailed analysis when LFS data are not sufficient.
For instance, one of the Latvian surveys includes data on more than a thousand
relatives economically active abroad, with more than half having moved after ac-
cession. Another sample of over 10 thousand respondents includes data on 467
persons with post-accession foreign work experience. Results presented here are
mostly based on our own calculations.
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3 Intensity and Main Destinations
of the Post-Enlargement Migration

The removal of restrictions on labor mobility of those from the new member states
by the UK and Ireland in 2004 triggered an almost immediate migration response.
As is now well documented (see e.g. Baas et al., chapter 2 in this volume; Euro-
pean Commission 2008: ch. 3; UK Home Office 2008), the majority of migrants
were temporary, staying in the receiving countries from several months to several
years. In most cases, migrants from the Baltic countries did not withdraw from
population registers in their home countries. Therefore, standard emigration rates
evaluated in the sending countries are not suitable for analysis. Various surveys,
including LFS, conducted in sending countries tend to under-sample migrant
households. Receiving country statistics is more relevant. One approach (Baas et
al., chapter 2 in this volume; see also European Commission, 2008) is to look at
the dynamics of stocks of new member states nationals in the receiving countries
using LFS data. According to this methodology, during the four post-enlargement
years (2004-2007) migrants to other EU countries accounted for 3.1% of the
working-age population in Lithuania, 2% in Poland and Slovakia, 1.3% in Latvia,
1% in Estonia and about 0.5% in the Czech Republic and Hungary (European
Commission 2008: Chart 3).

From the sending countries’ perspective, however, gross flows of migrants are
also of considerable interest as a measure of the proportion of the population in-
volved in the intra-EU mobility of labor. The dynamics of gross migration flows
from the three Baltic countries and, for comparison, their Central European 2004
enlargement companions (Poland, Slovakia, the Czech Republic and Hungary) in
2003-2008 is summarized in Figure 1.! The upper panel features flows to the UK
and Ireland. In both cases, flows are measured by the number of social security
numbers allocated to adult nationals of the new member states in question. These
statistics are perfectly comparable across the two largest destinations of post-
enlargement migrants?, as well as across sending countries. Moreover, when ac-
cumulated over years, it has a straightforward interpretation as the total number of
individuals with foreign experience. Bearing in mind the very high activity rates
among migrants from EUS countries (see below), we use the sending country’s

1" Slovenia, which had much lower emigration rates, is not shown in Figure 1. For the Baltic

countries more details, including the absolute sizes of the flows, are reported in Table 1c.

2 This is one reason for choosing British national insurance numbers (NINO) over the
Worker Registration Scheme (WRS) data. In addition, WRS was launched in 2004, and
this year's data include up to 40% of migrants who arrived in previous years, whereas
NINO statistics (which is also available for previous years) is less distorted by this effect.
Another advantage of NINO from the Baltic perspective is that Latvian and Estonian mi-
grants who do not hold citizenship of these countries (see Zimmerman et al. 2008 for de-
tails) are not eligible for WRS but are eligible for NINO if they have a work permit. Finally,
NINO aiso covers the self-employed.

labor force (rather than working-age population) before enlargement as a refer-
ence point when measuring these flows.?

Several noteworthy facts are evident from Figure 1 (upper panel). Pre-
accession (year 2003) migrant flows from the Baltic countries to the UK and Ire-
land were nonzero but quite small, accounting in total for a third of 1% of the la-
bor force in Lithuania, a sixth of 1% in Latvia, and a ninth of 1% in Estonia.
Flows from Poland, the Slovak and Czech Republics and Hungary were even
smaller. In response to opening the British and Irish labor markets in 2004, flows
from all of the above mentioned countries increased sharply, reaching 1.5% in
Lithuania, 0.9% in Latvia and 0.4 to 0.5% in Estonia, Slovakia and Poland. Flows
from Hungary and the Czech Republic increased from almost zero to the levels
observed in Estonia and Latvia before enlargement. The network effect seems to
work well: the summary flows to UK and Ireland from the Baltic countries and the
Czech Republic roughly doubled in 2005, and the flows from Poland, Slovakia
and Hungary tripled.

In the following three years, Baltic flows declined steadily, quite likely due to
rising earnings and falling unemployment at home. However, these flows re-
mained relatively high in Lithuania (1.4%) and Latvia (1%) in 2008; the Estonian
flow fell to 0.3%. Note, however, that the main destination of Estonian migrant
workers, unlike their Latvian and Lithuanian colleagues, was the Nordic countries
rather than the UK and Ireland (Figure 1, lower panel). Flows from Poland, Slo-
vakia and Hungary featured quite a different dynamics: they continued to increase
until a peak in 2007 and fell only in 2008 to a level below that of Poland and Slo-
vakia in 2005.

A total of 10.1% of economically active Lithuanians moved (at least temporar-
ily) to the UK and Ireland during 2004-2008; for Latvia, Poland and Slovakia, this
proportion was 6.7, 6.2 and 5.7%, respectively; for Estonia, Hungary and the
Czech Republic, it was 2.3, 1.6 and 1.3%. In other words, the Baltic nations
ranked 1, 2 and 5 among the EU8 countries in terms of mobility to the UK and
Ireland.

3 Using the working-age population would hardly affect the comparison between the Baltic
countries, Slovakia and the Czech Republic; however, Polish and Hungarian flows would
fall by 7 and 13% relative to Lithuanian ones.
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Figure 1

Gross flows of adult migrants from the Baltic countries and Central Europe to UK and
Ireland (2003-2008, top), selected other EU countries and Norway (2003-2007, bottom),
per 1000 economically active population of sending country in 2004

30

25

20

migrants per 1000 active population

| 8 o A
it Lt | R

g 11

ERE _ =

g {

g g

= 1E

£ g

ia; | |

Lithuania Latvia | Estonia Poland Slov akia Hungary | CzechR.

2003
i 2004
205
2007
042007 NN

migrants per 1000 active population
o N £
: E E//,

average X04-2007
T anE
2004
2005
A6

[—

avaraga 20082007 \N /S S /S

auarage 2004-2007
aversgs

| Lithuania

2003
Cam
2008
D X

&
<
[5}

Estonia | Poland Slovakia

‘ B DE m SErFH+NO+DK 3 ES+AT+NL+FR+CY |

Source: UK — allocation of National insurance numbers, www.dwp.gov.uk/asd/tabtool.asp;
Ireland - allqcation of Personal Public Service Numbers, http:/iwww.welfare.ie/topics/ppsn/ppsstat.html
Other countries — migration statistics provided by Eurostat or receiving countries.

Notes: Available (incomplete) data suggest that flows to EU countries not included in the Figure are negligible, except for
flow from Poland to Italy, Workers sent by their employers to work in another country for a period of less than 12 months
(posted workers) in most cases are not covered by migration statistics and not shown in Figure 1. In 2006 number of posted
workers from Estonia (mostly to Finland) and Czech R. was twice as big as the gross migration flow to continental Europe;
for Poland, Slovak R. and Hungary the two flows were roughly of the same size; number of postings from Lithuania and Lat-
via (mostly to Norway) was similar to migration flow to Germany. See Table 1¢ for more details.
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The lower panel of Figure 1 features annual flows of aduits (15+) to Germany,
Nordic countries (Sweden, Denmark, Finland, and Norway), Spain, Austria, the
Netherlands, Cyprus and France.* It appears that migration from the Baltic coun-
tries, especially Lithuania, to non-English speaking countries has been more geo-
graphically diversified than migration from Central Europe, which is heavily con-
centrated towards Germany. This panel is based on immigration statistics which,
unlike British and Irish data, cannot be simply aggregated over time because the
same person can be counted more than once. However, the data allow comparison
of migration intensity across countries and over time. Moreover, assuming that the
proportion of repeated moves within the same year is small, these flows could be
roughly compared with the flows to the UK and Ireland.

The data suggest that immediately before enlargement, flows from the Baltic
countries to the continental part of the ‘old” Europe were larger than flows to the
UK and Ireland. This pattern was even more pronounced for Central European
countries. Interestingly enough, when the UK, Ireland and Sweden opened their
labor markets for the EUS countries in 2004, total flow to other countries of the
old Europe increased in size as well, albeit less sharply. A closer look reveals that
flow towards the Nordic countries increased steadily for each of the Baltic coun-
tries and Poland. Flows to Germany from Lithuania, Latvia and Slovakia in-
creased only temporarily and returned to levels observed in 2003 or lower by
2007. Estonian—German and Czech—German flows declined. By contrast, flows
from Poland and Hungary to Germany remained well above the pre-accession
level throughout the whole period between 2004 and 2007. In terms of overall in-
tensity of migration towards continental old Europe, Poland is the clear leader,
with an average annual gross outflow equivalent to 1% of the labor force during
2004-2007°, followed by Lithuania, Slovakia, Hungary and Estonia, with annual
outflow between 0.67 and 0.57%.

The combined evidence from both panels of Figure 1 suggests that Lithuanians
have been the most mobile nation among those which joined the EU in 2004. Po-
land ranks second with Latvia and Slovakia slightly behind with very close re-
sults. Estonia, Hungary and especially the Czech Republic have seen much
smaller outflow rates. These results are broadly consistent with those by Baas et
al. (chapter 2 this volume) based on stock estimates and with countries’ pre-

4 Available (incomplete) data suggest that including flows from the Baltic and Central Euro-
pean countries to the remaining EU15 countries (Belgium, Luxemburg, ltaly, Greece and
Portugal) and flows between new member states would not change the results qualita-
tively, although flows to ltaly from Lithuania and especially Poland are substantial
(Kaczmarczyk and Okélsky, 2008 estimate the flow to Italy to be about 8% of the total out-
flow).

5 This rate may well be even higher because the number of Polish seasonal workers in
Germany (European Commission, 2008: Table 7) exceeds immigration flow reported by
Eurostat (used in our analysis) by at least a factor of 2 during 2004-2005 and by at least a
factor of 1.6 during 2006-2007.
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accession income and unemployment levels (see Kahanec et al., chapter 1 in this
volume), however, flow-based ranking ‘favors’ Poland and Latvia and suggests
that migration from these countries has been of more temporary nature on average
than migration from Lithuania, Poland and Slovakia. As far as the three Baltic
countries are concerned, higher mobility by Lithuanians might have to do with a
very low share of unemployed receiving benefits (Hazans 2007a: Fig. 2) — on top

of unemployment rate being initially higher by two points than in Estonia and
Latvia.

Two more remarks should be made regarding the cross-country comparisons.
First, as concerns individual mobility, population covered by the free mobility
provisions (rather than the total population) might be a more appropriate base for
calculating the migration rates. This amounts to excluding Latvian and Estonian
non-citizens, resulting in an increase of emigration rates for these countries by a
quarter (Table lc, col. [6]). Latvia thus outranks Poland and Slovak Republic in
terms of individual mobility under this approach. Second, if the interest is in the
total number of country’s nationals working abroad, then posted workers should
be considered as well (although they are not even temporary migrants in the sense
that they have moved not on their own initiative). For some sending countries (in-
cluding Estonia, see col. [3] in Table Ic) posted workers outnumber migrant
workers, yet usually they are not covered by migration statistics. Among the new
member states, Estonia and Poland have the highest posting rates: 1.2% of the la-
bor force in 2006 (European Commission 2008: Ch. 3, Chart 4); whereas for other
EUS countries these rates ranged between 0.6% (Slovakia) to 0.2% (Lithuania and
Latvia). When posted workers are accounted for. it appears that during 2004-2007

Estonia, relative to its labor force, was sending abroad more workers than Latvia
(Table lc, col. [8]).

Distribution of gross migration flows from the Baltic countries by destination is
summarized in Table 1a. After enlargement, combined flows to the UK and Ire-
land accounted for at least 80% of the total outflows from Lithuania and Latvia;
for Estonia this proportion reached 60% in 2005 but fell to 34% in 2007. The
Germany share was quite stable at § to 10% over time and across the three coun-
tries. Between 2005 and 2007, the Nordic countries share increased from 3t0 7%
for Latvia, from 4 to 10% for Lithuania and from 26 to 53% for Estonia. In the lat-
ter case, Finland played a prominent role due to a common border and similar lan-
guage: about 40% of gross migration flows from Estonia in 2007 ended up in
Finland, which lifted restrictions for workers from the EU10 in 2006. With the ex-
ception of Spain, which received 4 to 6% of total outflows from Lithuania, indi-
vidual shares of other countries after enlargement have been quite small.

8 This is clear for Estonia, in which case the number of posted workers is much larger than
the number of Estonian migrants to Finland in the same year. Similarly, number of Latvian
workers posted in Norway is about ten times larger than the corresponding miarants’ flow
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Table 1c _
Gross flows of adult migrants and posted workers from the Baltic countries
to EU25 and Norway (2003-2008)

i1 {21 B [4] [51 6l gyl [81
Adult migrants
Posted
UK#lreland Other EEA workers ° Total Adult migrants as % of Total as % of
o 000 Labor force (2004)
Excl. non- Working-age
All citizens population (2004)
Lithuania
2004 234 10.5 0.7 346 2.1 21 14 15
2005 471 11.0 1.9 60.0 36 3.6 25 26
2008 39.0 11.6 3.4 54.0 31 3.1 22 2.3
2007| 319 1.2 47 4738 27 2.7 18 2.0
2008 21.8 NA NbA ) 1 3 3 .
b
Total 163.2
Averaga 326 1.1 27 491 29 29 1.3 21
) Latvia
2004 9.9 3.9 0.3 14.1 1.2 1.5 0.8 0.9
2005 22.5 4.1 3.8 30.3 23 29 1.6 17
2006 18.7 3.9 2.3 249 2.0 25 1.4 15
2007 13.5 3.6 2.3 19.4 1.5 1.9 1.0 1.2
2008 11.0 NA NA , . . .
Total 75.7 e : e
Average 15.1 3.9 22 222 1.8 22 1.3 14
 |Estonia
2004 238 3.5 7.0 13.2 .0 12 0.7 1.5
2005 49 33 7.0 15.1 13 16 0.9 1.7
2008 3.5 3.9 8.0 15.2 1.1 1.4 0.8 1.7
2007 23 4.5 6.0 12.6 1.0 1.3 0.7 14
TDH 208 11593 Nl;A NbA b ] b b -]
| Average 3.1 3.8 7.0 14.0 1.1 1.4 0.8 15

igrati i g inistrative data of State Social Insur-
Source: Migration flows - see Notes to Figure 1. Posted workers: Adn_1|n|s 2 St ! -
ance Funngoard of Lithuania, State Social Insurance Agency of Latvia and Estonian Ministry of Social Af.
fairs; Estonian data for 2004-2005 are estimates.

Notes: a) Posted workers are those sent by employers to work in another country for a period of le_ss than 12 months. Majc?r-
ity of Lithuanian and Latvian posted workers are in Norway, followed by Germany, Nordic countries (excl. Nomay),_Spgln,
France and Italy. Almost all Estonian posted workers are in Finland. Posted workers usually are not covered by migration

statistics. . _
b) To avoid double counting, aggregation over time is not performed. The nature of the UK and Ireland's data excludes dou

ble counting within each country. Aggregation of these flows performed on the assumption (Fased on evid.en(t,e from‘ t'he LFS
data) that the number of cases when the same migrant has received social security number in both countries is negligible.

It is instructive to compare the intensity of migration from the Baltic countries
and 1its dynamics with survey evidence on migration intensions presented for Es-
tonia and Latvia in Table 2 (p. 268). At the end of 2006, about 6% of working age
residents of Estonia revealed ‘having a specific plan’ to work abroad in the future,
while more than 10% of their Latvian counterparts confirmed ‘having made cer-
tain preparations’ towards working abroad in the next year in a survey cF)nducted
between September 2005 and March 2006. One year later, 8% of .economlcally ac-
tive respondents were ‘ready to go abroad [in the near futqre] in o?dc?r tf’ get a
suitable job.” Taking into account the differences in time horizons, this indicates a
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somewhat higher potential mobility in Latvia than in Estonia, as was the case in Figure 2

reality. The dynamics of intentions after enlargement, which were available for Employed migrants from the Ba|t|c2%<;;tl2t;l§;>)and stayers therein
Latvia, seems to be consistent with reality as well: the proportion of potential mi- by employment status 1 year ago {

grants peaked at the end of 2005 and fell a year later. Note that when migration I 100% - s

potential is measured without reference to specific steps made, the proportions of

potential movers in 2005-2006 reached 20 to 26%, which is well above the ob-

served mobility rates. 1
40% +

2002 2003 | 2004-2005 | 2006 2002-2003 | 2004-2005

4 Human Capital of the Migrants

migrants | stayers stayers

| @ Employed w Unemployed =z Student 4 OthiI
Proportions of former unemployed and inactive individuals among migrants serve —
as important indicators of the type of labor market experience they bring to the

host country as well as provide lower bounds to the migration effect on unem- ‘ .

ployment and participation rates in the sending countries. In the first two years af-

ter the EU enlargement of 2004, 11 to 13% of migrants from Lithuania and Esto- 60% '

nia and 15% of their Latvian counterparts were unemployed in the home country 0% |

in the previous year and about 7% were either students or pupils. These propor- o

tions exceed the ones observed among stayers by a factor of three to four, indicat-

ing that work abroad has been an important coping strategy for the Baltic unem- 2002 2003 | 20042005 | 20062007 | 20022003 | 2004-2005 | 2006-2007 ]

ployed or potential unemployed (see Figure 2). In the following two years, the rigrants stayers
proportion of former unemployed stayed roughly unchanged among Lithuanian o haiored = Student # O |
migrants. It increased to 18% among Latvian migrants, which is almost double the = —

stayers

size of the level observed in 2002-2003, but decreased to just 5% among Estonian ' Estonia
migrants, which is the same as in 2002-2003. Given that both Latvia and Estonia 0%y =g == —
started with an unemployment rate of about 10% in 2003, one plausible explana- 80% 1
tion for the different dynamics might be the fact (documented in Table 1a) that be- 60% w
tween 2005 and 2007, one quarter of Estonian migration flow switched from the ‘ 0% |
UK and Ireland to the Nordic countries. - ‘
From the labor market perspective (both in sending and receiving countries), ‘ 0% ~002.2003 | 2004.2005 | 2006-2007 | 2002.2003 | 2004-2006 | 2006-2007
skill level and occupation are the most significant characteristics of the mi-

| migrants | stayers stayers |

grants. Figure 3, based on Baltic LFS data for the years 2002-2007, compares
the skill composition of migrants from the Baltic countries, stayers and return

| | m Employed m Unermployed = Student » Other | |

migrants. The Figure focuses on people aged 18 to 64 who have been economi- Source: Calculations with Lithuanian, Latvian and Estonian LFS data.

cally active for some period of time during the last 12 months. Migrants were Notss: Numbet of migrant observations for the three sulb-periods are 703, 788 and 350 for Lithuania; 170, 1?‘2::13& f:(;
- . . . 5 . « r ago ha

not distinguished by destination country, but the vast majority of them had been Latvia: 109, 168 and 523 for Estonia. Virtually all respondents who wers unemployed or inactive a year ag

home country as their place of residence at that time. Posted workers, parmanent migrants as well as those with no family

in Western or Northern Europe (see Table 1b), which is consistent with the re- \eft behind aré not covered due to survey design.

sults in Table 1a.
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Figure 3
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Three messages are evident from the Figure. First, most of the migrants (two
thirds to three quarters) had secondary education. Second, enlargement changed the
skill composition of migrants: before enlargement, Lithuanian migrants had the
same skill distribution as stayers, while Latvian and Estonian migrants were more
educated on average than stayers. Post-accession migrants from all three countries
are significantly less educated than stayers, and the gap tends to increase over time.”
Third, post-accession return migrants are more educated than migrants, stayers and
pre-accession returnees.

Note that sending countries’ LFS data include only migrants still considered as
household members at home, i.e. mostly temporary migrants. However, the above
findings are also supported by other data sources. First, we also include in Figure 3
results from the Irish population Census 2006 based on both temporary and perma-
nent migrants (whose education has ceased) from Lithuania (more than 13 thou-
sands) and Latvia (more than 8 thousands). The low educated accounted for 20% of
Lithuanian migrants and 18% of their Latvian counterparts. Among economically
active stayers in the same group, these proportions were just 9% and 15%, respec-
tively. On the other hand, the incidence of high education was substantially lower
among migrants: 23 vs. 29.5% for Lithuania and 18 vs. 22% for Latvia.

The fact that incidence of tertiary education among Baltic migrants is lower than
among stayers contrasts with an opposite finding for migrants from the EU10 in
general (European Commission, 2008: Ch. 3, Chart 22).

Available data on migrants’ occupation before moving point in the same direc-
tion. Figure 4 (upper panel) compares the last occupation at home of employed mi-
grants from Latvia arriving in EEA countries in 2004-2005 and their counterparts ar-
riving before EU enlargement with the occupations of employed stayers in Latvia in
the respective periods (for better comparability the main occupation one year ago is
used for stayers). Among post-enlargement migrants, one finds more former manual
workers and fewer former highly skilled non-manual workers and students than
among migrants arriving in EEA countries during the previous years. When com-
pared to stayers, post-enlargement migrants feature higher proportions of former un-
skilled manual workers, low skilled non-manual (service and shop) workers and
former pupils or students, and a much lower proportion (one eighth as opposed to
one third) of former highly skilled non-manual workers. Before enlargement about
two fifths of migrants went to countries at that time outside the EEA. This was the

7 Fouarge and Ester (2007, Table 2 and 3) find the opposite when analyzing plans to move
to another EU country within next five years using the mobility module of the 2005 Euro-
barometer. This is not surprising because the wording of their question seems to imply
permanent migration and does not refer to working abroad. More than one third of poten-
tial movers from the Baltic countries and Poland in their samples are students. According
to LFS data, students who have actually worked abroad are a tiny minority among post-
accession migrant workers.
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former Soviet .Union in most, but not all, of the cases. These migrants were signifi-
cantly more skilled than those heading to Western Europe as well as than those who
stallyed. The same pattem is found also in 2004-2005, although the number of such
migrants has fallen dramatically.

Figure 4
Migrants from Latvia by occupation in Latvia and abroad
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'Notes: .Upper panel: Last occupation in Latvia is shown for migrants. Main occupation one year ago is shown for stayers.
Oth.er' include unemployed. EEA: European Economic Area; RoW: Rest of the World. Only employed stayers aged 18 t); 64
are included. Middle and lower panel: migrants whose occupation in Latvia or abroad is unknown as well as those not
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Figure 4 (continued)
Migrants from Latvia by occupation in Latvia and abroad
Migrants arrived from Latvia before 2004 by occupation in Latvia and abroad
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Yet another approach is to look at the composition of flows rather than stocks,
and this leads to similar conclusions. For instance, according to a survey on unde-
clared emigration conducted by Statistics Lithuania, the share of low educated mi-
grants aged 16+ increased from 8% during 2001-2003 to 18% during 2006-2007.3
Among economically active stayers of the same age, it decreased from 11 to 8%
over the same period. For Latvia and Estonia, we rely on the results of surveys of in-
tentions to work abroad conducted in 2005-2007 in Latvia and in 2003 and 2006 in
Estonia (Table 2). The majority of post-enlargement potential movers (57 to 70% in
Latvia, 64 to 74% in Estonia) have secondary education (Table 2, panel B). In Lat-
via, the structural break in composition of potential movers (from more to less edu-
cated than stayers) seems to have taken place in the second part of 2005 (see col.
[5]-[8] in Table 2, panel C). According to a large-scale survey conducted on the eve
of 2007, the proportion of low-skilled among potential movers exceeds that among
stayers by 5.3 points, whereas it is the opposite for the proportion of highly skilled.
This pattern also holds, albeit in a weaker form, when only potential movers who
have made some preparations are considered (see col. [9], [10] in Table 2, panel C).
A similar pattern was already found in Estonia in 2003, but became much stronger
in 2006: among potential movers aged 15-64 with a ‘specific plan’, just 9% are
highly educated. This proportion is twice as big among stayers (col. [1]-[3] in Table
2, panels B, C).

8 See hitp:/idb1 -stat.gov.t/statbank/SelectVarVal/Define.asp?Maintable=M3020109&PLanguage=1;
simple calculations have been made to arrive at the reported results; non-responses to the educa-
tion questions (13% in 2001 and 10% in 2006-2007) have been ianored.
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Table 2
Intentions to work abroad, Estonia (2003, 2006) and Latvia (2005-2007)
Survey 1 [} mn v v vi
m 2] Bl [ (5 (8 M B 8 [0
Country Estonia Latvia Latvia Latvia
Period 2003 2006/Q4 Jul Dec 2005/Q4- 2006/Q4-
2005 2005 2006/Q1 2007/Q1
Horizon Future Future Future Two One year Near future
years
Wording Plans Consider Have Ready Big Would like Have Ready
aplan prob. made (togeta
steps  suitable job)
Age 1584 15-64 18-65 18-65 18-65 15-65 15-65 15-65 18-65
Status All All All Al Econ. active® Al Al Econ. active °
N obs. 1000 1505 884 796 5292 8005 9696 9517
A. Proportion of potential movers by socio-economic characteristics, %
All 42.2 25.3 57 154 26 19.8 19.7 10.5 8.5 8.2
Men 52 28.2 7.5 166 312 228 224 11.8 9.1 8.8
Women 33.1 227 4 153 213 164 171 9.3 7.9 76
15(1824f 70 51.3 8.8 293 523 423 36.6 18.1 185 185
2534 466 292 8.3 17,1 341 225 21.8 125 113 113
35441 475 20.9 49 137 229 178 17.4 108 6.7 6.7
45-54] 253 13 3.3 123 177 146 14.1 73 53 53
5564 11 4.6 23 586 6.3 8.4 5.8 25 1.7 17
Ethnicity
Titularq 40.5 261 5.1 137 243 192 19.6 10.9 8.6 8.4
Minority:
455 17.3 8.2 17.8 283 207 19.9 10 8.3 7.9
Citizen 47 21.2 13.7 187 304 208 21.6 11.9 9.7 9.2
Noncitizen: 44 13.8 3 164 257 205 17.6 76 6.2 6
Education
low] 42.9 317 5.2 106 316 256 23.9 116 107 9.3
medium| 43.3 251 6.6 166 267 197 20.3 10.7 8.2 8.2
high| 36.6 17.7 3.1 173 214 176 171 9.3 7.2 7.2
B. Potential movers by education, %
low] 27.3 234 16.8 9.2 116 | 143 231 21.9 23 18.5
medium| 59.5 64.2 73.8 56.8 69.7 607 58.1 587 59.8 632
high| 13.2 12.4 9.4 34 18.7 251 18.8 194 172 183
100 100 100 100 100 100 100 100 100 100
C. Difference in composition between potential movers and stayers, % points
Low educ. 2 6.7 -1.2 | 5.0 28 | 40" 3.9* 2.2 53 25
High educ. -4.3* -7.1*  -88*| 43 -54* -38* -3.9% 29 -35* 27"

Source: Calculations with survey data. Surveys conducted: | and Il — by SaarPoll Ltd. and Faktum & Ariko
respectively, both for Estonian Ministry of Social Affairs; Il — by SKDS for University of Latvia; IV — by
SKDS for Latvian Ministry of Foreign Affairs; V — by SIA ,Data Serviss” for University of Latvia; VI — by GfK
Baltic for Latvian University of Agriculture (V and VI were commissioned by the Ministry of Welfare in the
framework of the National Program of Labor Market Studies).

Notes: a) Potential movers are defined as follows: Surveys |, Il — answers ‘Yes, definitely' or ‘Yes, with high probability’ to the
question about plans to work abroad (Col [3] - also a specific plan exists). Surveys Il and VI — have ticked option ‘Move
abroad’ when answering the question ‘What are you ready to do in order to get a better /desirable job?'; Survey IV — ‘very
big’ or ‘big’ probability to go for a work a broad.  Survey V — answers “Yes” or “Rather yes” to the question “Would you like
to go to work abroad?” (Col. [8] — also have made some preparations).

b) Excluding long-term (one year or more) unemployed.

The above results do not imply that the low skill level as such has been a factor
promoting migration, other things equal. The skill composition of migrants is cer-
tainly affected by age and geographical origin. When these and other relevant fac-

tors (including selection into not living in a one-person household) are controlled
for, medium-educated workers are most likely to move. During the post-accession
period, the effect of low (vs. medium) education on mobility shows positive trends
in Latvia and Estonia; Lithuania features a negative trend in the effect of higher
education on mobility. In summary, human capital in all three countries has be-
come less pro-migration after accession than it was before, and was becoming
even less pro-migration during the post-accession period.

5 Labor Market Outcomes

Labor market status: According to host country LFS results, migrants from the
EU10 to the EUI5 ‘show higher labor market participation and employment rates
than the overall populations both in the sending and receiving countries; in fact,
78% of those migrants aged 15-64 are employed (European Commission, 2008:
Ch. 3, Chart 17; p. 129). In the UK, the major destination country for Baltic mi-
grants, the employment rate of migrants from EU8 countries (men aged 16-64 and
women aged 16-59) was above 80% in 2005/Q3 and above 84% in 2008/Q3
(ONS, 2008). Specifically for Lithuanian migrants in the UK, Khan (2008) reports
an employment rate of 84% for men and 80% for women, an unemployment rate
2% for men and 6% for women, and an inactivity rate of 14% for both genders in
2008/Q2. Employment rates of Lithuanian and Latvian nationals in Ireland were
between 82 and 83% according to the 2006 Population Census data. The unem-
ployment rates (9 to 10%) were higher than in the UK; and the inactivity rates at 8
to 9% were lower (see CSO Ireland, 2008). Estonian migrants in Finland have
seen much better labor market outcomes that immigrants from other countries be-
fore accession due to a good command of the Finnish language as well as the
similarity of the two cultures: Sutela (2005) finds that “the quality of their jobs as
well as the risk of unemployment reported are both almost similar to those experi-
enced by Finnish employees.” However, opening the Finnish labor market for
EU10 workers fostered further improvements: the unemployment rate among Es-
tonian immigrants fell from 16% in 2005 to 10% in 2007, and it was as high as
30% among immigrants from Russia (Employment and Economic Development
Office of Finland, 2008).

Occupations and industries: Figure 5 is based on the Baltic LFS 2002-2007
and compares occupational distribution of employed Baltic migrants across the
three countries and three bi-annual sub-periods. The share of manual workers
among migrants had been rising steadily. In 2006-2007 and compared to the pre-
accession period, it increased from two thirds to four fifths for Lithuania, from
two fifths to two thirds for Latvia, and from less than three fifths to four fifths for
Estonia. This is well above the average of about two thirds for all mobile EU10
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nationals in 2007 (reported in European Commission, 2008: Ch. 3, Table 11).
Moreover, the share of unskilled manual workers has also increased among Lat-
vian and Estonian migrants. This has not been the case for Lithuanian migrants,
where this share was initially much higher. The number of migrants who were
employed as an unskilled manual worker in 2006-2007 was one in three Lithua-
nian migrants, one in four Latvian migrants, and one in seven Estonian migrants,
The proportion of low-skilled non-manual workers (mostly waiters, sales and re-
tail assistants, hotel housekeepers and personal care workers) has been declining
for all three countries, and it varied from 6% in Estonia to 17% in Latvia in 2006-
2007. Finally, the share of highly skilled non-manual workers (managers, profes-
sionals and technicians) has dropped sharply compared to the pre-accession pe-
riod: from 15 to 6% among Lithuanian migrants, 43 to 17% among Latvian mi-
grants and 27 to 13% among Estonian migrants. Results from the Irish Population
Census 2006 based on almost 16 thousand Lithuanian and over 9 thousand Lat-
vian migrants are presented in the same figure and provide a picture broadly simi-
lar to the LFS-based one. The Irish data feature fewer unskilled manual and more
low-skilled non-manual workers than the LFS data for Lithuania; and more skilled
manual and low skilled non-manual workers at the expense of highly skilled non-
manual workers for Latvia. These differences may reflect differences between
sectoral distribution of migrants in Ireland and the UK (discussed below), as well
as specifics of the sending countries LFS data (which do not cover permanent mi-
grants, as well as those with no family left behind) and sampling errors.

Distributions of Lithuanian and Latvian workers in Ireland by the four broad
groups of occupations are statistically indistinguishable. This similarity also holds
for economic activities: over half of the males worked in construction and manu-
facturing industries, while retail work, hotels and restaurants accounted for almost
half of the female employment (CSO Ireland, 2008: Table A5). Figure 6 (upper
panel) provides details on the distribution of both Baltic migrants and Polish for
comparison, according to economic activities in UK and Ireland. The high share
of agricultural employment is the most striking feature of Latvian and Lithuanian
migrants in the UK. After excluding workers employed by recruitment agencies
and others in unknown sectors, agriculture accounted for one third of Lithuanian
employment and two fifths of Latvian employment in the UK, without a signifi-
cant variation over the period from May 2004 to September 2008. Among Esto-
nian workers it decreased from one fifth in 2004-2005 to one tenth in 2006-2007.
By contrast, only 5% of Lithuanians and 10% of Latvians were employed in agri-
culture in Ireland. This difference might be partly due to the stock nature of the
Irish data which refer to April and, therefore, do not capture seasonal farm work-
ers. The share of Polish migrants employed in agriculture was just half of that ob-
served among their Lithuanian counterparts in both the UK and Ireland.

Figure 5
Employed migrants from the Baltic countries, stayers therein and return migrants
by occupation abroad (2002-2007)
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Source: Calculations with Lithuanian, Latvian and Estonian LFS data; for Ireland — census results in CSO
Ireland (2008), 36, 42.

Notes: Except for the Irish column, migrants are defined as household members employed abroad dqring the surveY week;
hence, permanent migrants as well as those with no family left behind are not coverad. Number of migrant observatAlons for
the three sub-periods are 703, 788 and 350 for Lithuania; 170, 192 and 207 for Latvia: 109, 168 and 518 for Estonia. Data
on migrants in Ireland (N= 15715 for Lithuania, N = 9256 for Latvia) are based on the Irish Populatiqn Census and refer to
April 23, 2006. When calculating the Irish results, persons with unknown occupations (10% of Lithuanian §ample, 8% of Lat-
vian sample) were excluded. Highly skilled non-manual occupations include 1ISCO groups 1-3; low sklllt?d non-manual ~
ISCO groups 4-5; skilled manual — ISCO groups 6-8; unskilled manual — ISCO group 9 (elementary occupations).
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Figure 6
Baltic nationals working abroad by sector of employment before and after EU accession

Baltic and Polish migrants (excluding those working for recruitment agencies)
by sector of employment in UK (flow data, WRS), Ireland (stock data, Census)
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Source: Calculations with Lithuanian, Latvian and Estonian LFS data.

Notes: The upper panel is based on the Worker Registration Scheme (WRS) data for the UK and the 2008 Population Cen-
sus data for Ireland. Workers whose actual sector of employment was unknown are excluded. In the UK, the excluded group
accounts for 35 to 40% of Baltic workers and 44% of Polish workers ( ly working for recruitment agencies), hence the re-
sults should be used with caution. By design, the WRS excludes also seli-employed (a small group among Baltic migrants in
the UK, see Figure 8), as well as Baltic nationats wha do not have citizenship of their home country (up to 15% of Latvian
workers abroad and up ta 18% of Estonian workers abroad belong to this category, see Figure 10). In Ireland, the excluded
(due ta non-response) group is rather small: 10 to 12% for Lithuania and Latvia, 7% for Poland. The lower panel is based on
sending countries’ LFS data; see Notes to Figure 5 for the number of migrant observations per country and period.

Figure 7
Over-qualification of employed migrants from the Baltic countries, stayers therein
and return migrants (2002-2007)
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Source: Calculations with Lithuanian, Latvian and Estonian LFS data.

Notes: See Notes to Figure 5 for definition and other details. Over-qualified workers include: (i) Medium-educated workers
(ISCED 34) employed irl low-skilled (unskilled manual) occupations (ISCO 9); (ii) High-educated workers (ISCED 5-6) em-
ployed in medium-skilled (ISCO.4-8) or low-skilled (ISCO 9) occupations.
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Figure 8

Incidence of job-related characteristics among employed migrants
from the Baltic countries, stayers therein and return migrants (2002-2007)
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Agriculture, manufacturing and construction accounted for between one half to
two thirds of Lithuanian and Latvian workers in the UK and Ireland. This propor-
tion was just short of one half among Polish migrants and fell from one half in
2004-2005 to one third in 2006-2008 among Estonians in the UK. The total share
of the hospitality and retail industry varied from one quarter to one third of em-
ployment among Latvian and Lithuanian workers in both countries, as well as Es-
tonians in the UK (2004-2005) and Poles in Ireland. It was as high as two fifths
among Poles in the UK and reached even higher levels among Estonians in the
UK during 2006-2007. Baltic migrants in the UK were more often employed by
hotels than shops; the opposite was true for Ireland. One out of nine Estonian mi-
grants in the UK was employed in health and social work in 2006-2007. Individ-
ual shares of other sectors were small.

Despite the fact that the UK and Ireland host over three quarters of Lithuanian
and Latvian migrants, the sectoral distribution described above might be distorted
by a rather big share of 35 to 40% of Baltic workers in the UK in an unknown sec-
tor of employment because most of them work for recruitment agencies (see the
UK Home Office, 2008: Table 11). Moreover, the British Worker Registration
Scheme excludes the self-employed, which is a small group among Baltic mi-
grants (see Figure 8), as well as Baltic nationals who are not citizens of their home
country. Up to 15% of Latvian workers abroad and 18% of Estonian workers
abroad belong to the latter category (see Figure 11). Finally, only one third of Es-
tonian migrants went to the UK and Ireland during 2006-2007. Therefore, we pro-
vide altemative data based on Baltic nationals working abroad and observed in
sending countries’ LFS in Figure 6 (lower panel). The data do not cover perma-
nent migrants nor those with no family left behind.

As one would expect, the share of agricultural employment (17, 12 and 8%
among Latvian, Lithuanian and Estonian migrants, respectively) according to the
annual average stock data is much lower than the British flow data but higher than
in the Irish April stock data. However, the total share of agriculture and industry
among post-accession migrants (from one half to three fifths) is well in line with
the previous data sources and significantly higher than among all migrants from
the EU10 (about two fifths according to European Commission, 2008: Ch. 3, Ta-
ble 9). A comparison with the pre-accession period reveals that the share of indus-
trial employment among Baltic migrants has significantly increased for all three
countries. This has been at the expense of agriculture in the Lithuanian case and at
the expense of services for Latvia and Estonia.

Over-qualification and occupational mobility: Immigrant skills might be not
immediately utilized to their full extent in the host country labor market, either
because of the specifics of the latter or the lack of complementary skills, such as
fluency in the local language (Dustmann et al 2008). In such cases, as well as
when qualiﬁcatiohs obtained abroad are not fully recognized or simply not ac-
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cepted by employers, migrants work in occupations for which they are (formally)
overqualified. This phenomenon, also known as ‘brain waste’, is well documented
in the literature. In the EU, over 40% of recent high-educated immigrants from
other EU countries and almost 30% of their medium-qualified counterparts were
overqualified in 2007. Among the native-bom, this rate was below 20% for high-
educated and 8% for medium-qualified (European Commission, 2008: Ch. 2, sec-
tion 8.3; these data, however, exclude the UK, Ireland and Germany — countries
which host most of the recent migrants from the EU10).

Figure 7 sheds light on the extent of over-qualification of Baltic migrants be-
fore and after EU accession. The proportion of overqualified among high-
educated movers reached extremely high levels in 2006-2007: 47% for Latvia,
60% for Estonia and 70% for Lithuania, while it was around 20% among high-
educated stayers in all three countries. A sharp increase in the over-qualification
rate of the high-educated migrants after EU accession is evident for Latvia and Es-
tonia, but Lithuanian migrants with tertiary education were overqualified almost
to the same extent before accession. The story is different for medium-educated
movers: among those of Lithuanian or Latvian origin, the over-qualification rate
was about 30% in 2006-2007- three times higher than among stayers. This rate
was just above 10% among both stayers and movers for Estonia. Compared to the
pre-accession period, the over-qualification rate among medium-educated movers
decreased for Lithuania but increased somewhat for Latvia and Estonia. During
2006-2007, the proportion of overqualified people reached almost two fifths of all
Lithuanian migrants and almost one third of Latvian migrants, while it was just
one fifth among Estonian migrants.

In order to check whether over-qualification of migrants is caused by moving,
we look at the migrant’s last occupation at home using the 'Relatives Abroad'
module of a large survey of 'Geographical Mobility of Population' conducted in
Latvia between September 2005 and March 2006 (see Notes to Figure 4 for de-
tails). Three out of five post-accession migrants who worked in high-skilled occu-
pations at home switched to low or medium-skilled occupations abroad; while
among pre-accession migrants such downward mobility rate was less than two
fifths (Figure 4, middle and lower panels). This is very much in line with the over-
qualification rates reported above. As far as movers who held medium-skilled jobs
at home are concemed, their downward occupational mobility rate is similar to the
over-qualification rate among those who moved before accession. It exceeds 50%
for those who moved in 2004-2005, which is well above the over-qualification
rate documented in Figure 7. This could be because the latter group was to some
extent under-qualified at home or because of custom occupation classification
used in the survey. In any case, there is no evidence that overqualified movers
were already overqualified at home.
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Type of work: Work-related characteristics of movers and stayers by country
and period are summarized in Figure 8.

The share of wage eamers among employed Baltic migrants has been very high
both after and (except for Latvian migrants) before accession: 94 to 96% for
Lithuanians, 95 to 98% for Estonians, and above 98% for Latvians: The average
for mobile EU10 nationals was 91% in the EU at large in 2006 and 92% in the UK
in 2007 (European Commission, 2008: Ch. 3, Charts 18-19). The low share of
self-employment is also characteristic of the domestic labor market in Latvia and
Estonia. It was 9% in 2006-2007, compared to 16% in Lithuania and in the EU10
in 2006. Comparisons across host countries suggest a somewhat higher share of
those self-employed (between 10 and 20%) among Lithuanian migrants in the US
and Canada, as well as in Russia, Ukraine and Belarus; whereas it is just 9% in
Germany — a striking difference with the EU10 average of 38% (European Com-
mission, 2008: Ch. 3, Chart 19).

Such outcomes as fixed-term contracts, work without contract and long hours
are found among movers much more often than among stayers. A high incidence
of temporary contracts (60% among Lithuanian movers in 2004-2006 and Latvian
movers in 2004-2005) and job tenure not exceeding one year (50 to 70% in all
cases, except Estonian movers in 2006-2007) also highlights the temporary nature
of the recent migration. During 2006-2007, however, the incidence of fixed-term
contracts and short tenure among Latvian movers dropped by 14 points for each.
This indicates indirectly that many Latvians have earned a good reputation with
employers within a year. Why there is no similar evidence for Lithuanians is an
open question. One explanation might be related to the fact that Latvian workers
were more willing to accept long hours: more than two fifths of Latvian post-
accession movers worked 48 hours a week or more. This was the case for only one
in five Lithuanians in 2004-2003 and one in nine in 2006.

Estonian movers saw even stronger progress in the quality of jobs in 2006-
2007: the incidence of fixed-term contracts dropped from 30 to 10%, while the
proportion of workers without a contract fell from 22 to 9%. Lifting restrictions
for EU10 workers by Finland in May 2006 may well have been an important fac-
tor in these developments.

The incidence of long hours among Estonian migrants fell steadily: from two
fifths in 2002-3003 to one third in 2004-2005 to one quarter in 2006-2007, re-
maining higher than Lithuanians but lower than Latvians. This is an interesting
fact in the context of the transfer of norms: just 3% of Lithuanian stayers work
48+ hours a week. This proportion is 10% in Estonia and 16% in Latvia.

A small, but not negligible, proportion of movers has been assigned supervi-
sory responsibilities: 3% among Lithuanians, up to 5% among Latvians and up to
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10% among Estonians. Part-time work and on-the-job search have been virtually
absent among the migrant workers.

6 Length of Stay Abroad, Return Migration
and Labor Market Transitions

It is well documented that the post-accession migration from EU10 countries has
been (so far!) predominantly temporary or circulatory. About two thirds of work-
ers registered in the UK WRS intended to stay for no more than one year (Pollard
et al., 2008: Figure 20). Barrell et al. (2007: p. 5) compare stock and flow dynam-
ics of EU10 nationals in the UK and Ireland and conclude that
‘N[ew]M[ember]S[tates] migration to Ireland and the UK has been very much of a
temporary nature, with relatively short stays before return’ (see European Com-
mission, 2008: pp. 121-122; Pollard et al., 2008: pp. 39-40 for further evidence).
Blanchflower and Shadforth (2009) find that workers from the EU10 return more
rapidly than those who have arrived in the UK from other countries and suggest
treating them as temporary workers rather than migrants. Kaczmarczyk and Okol-
sky (2008: Figure 2.7) provide evidence that after EU accession, the proportion of
Polish migrants staying abroad for less than a year increased sharply and stayed
above three fifths for two years, then fell somewhat but remained above one half.
Hazans (2008) finds that by the beginning of 2007 almost 5% of the economically
active Latvian population had worked abroad over the last three years, and 12%
had family members with such experience.

We refer to Dustmann (1997, 2003), Dustmann and Weiss (2007), World Bank
(2007: pp.179-180), Hazans (2008), van Baalen and Miiller (2009) and the litera-
ture therein for theoretical models, discussions and empirical results on return mi-
gration. Returning might be driven by a higher marginal utility of consumption in
the home country than in the host country (put more simply, everything tastes bet-
ter at home...); by changing prices and exchange rates; by improving employment
possibilities, working, living and social conditions in the home country and/or ris-
ing expected earnings there; and by expected gains at home from human capital
accumulated abroad. On the other hand, migrants might have pre-defined (or
endogenously determined) maximal duration or a target savings level frequently
related to a planned purchase of a car or an apartment, or repaying a loan. Once
this level is reached, they return. More generally, the achievement of any pre-

defined objective (e.g. gaining new experience, increased self-confidence and self-

respect, working out a business plan) might be a sufficient reason to return. Mi-
grants facing bad labor market outcomes in the first few months abroad tend to re-
turn quickly. By contrast, the occurrence of a new family or partnership while
abroad leads to permanent emigration in most cases. There is survey and interview
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based evidence in Latvia which confirms the existence of all these motives (see
University of Latvia, 2007: pp. 90-112). It should be noted that non-economic mo-
tives play an important role. Return migration is closely related to migrant transi-
tions between employment and other labor market states: the latter often is either a
reason for or a result of the former. In this section, we provide survey-based evi-
dence on both issues with regards to recent mobile Baltic nationals.

Figure 9 is based on a survey of relatives abroad which was conducted in Lat-
via between September 2005 and March 2006 (see Notes to Figure 4 for details).
It shows how the intended duration of further stay in the host country increases
with the time already spent there. This is in line with van Baalen and Miiller
(2009), who find that 70% of temporary migrants in Germany tend to increase
their intended duration of stay over time. Almost half of the post-accession mi-
grants, of whom over 90% are in EEA countries, did not plan to stay for more than
a year, starting from the survey date. Three quarters of those who arrived before
May 2004 planned to stay for more than two years, with almost no difference be-
tween EEA and other host countries: pre-accession migrants were almost evenly
split between these destinations. According to a population survey conducted
within the same study, among those with some, but not necessarily post-accession,
foreign work experience, about three fifths had spent no more than a year abroad,
and one fifth one to two years (University of Latvia, 2007: Figure 4.3). By con-
trast, among return migrants found in an Estonian survey carried out at the end of
2006 (see Table 2 for details) only 35% stayed abroad for up to one year and 28%
for one to two years.

Figure 9
Latvian migrants’ expected duration of further stay in the host country (2005/Q4-2006/Q1)

100%
80%
60%
40%

20%

a - Z

0%

less than 3 310 11 months 1l 2years folal post more than 2 more than 2
months accession years (inEEA | years (in non-
| igrants ies) | EEA counties)
elapsed duration of stay

m Less than 3 months m 3 to 11 months == 1to 2 years ¢ More tha_n 2 years |

Source: Calculations with (un-weighted) data of 'Relatives abroad' module of the survey on geographical
mobility of population conducted by Data Serviss Ltd for the University of Latvia in 2005/Q1-2006/Q4 in the
framework of the National Program of Labor Market Studies undertaken by the Latvian Ministry of Welfare.

-




284 Mihails Hazans and Kaia Philips

LFS-based data on return migration and labor market transitions of employed
Baltic movers are summarized in Figure 10. While more than half of Latvian
movers return to home country within a year, this is the case for less than two
fifths of their Lithuanian counterparts and just over one quarter of Estonian mi-
grant workers. The relatively low propensity to return among Estonians is consis-
tent with longer stays reported above, as well as with the findings on the incidence
of short tenure in Figure 8.

Figure 10

Return migration and transition out of employment among employed migrants
from the Baltic countries and stayers therein (2002-2007)
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% of employed movers or stayers

m Movers return home within a year m Movers unemployed or inactive after 1 year |
+¥ Stayers unemployed or inactive after 1 year

Source: Calculations with Lithuanian, Latvian and Estonian LFS data.

Notes: Migrants and stayers aged 18 to 64 years are included.

One out of five Lithuanian and Latvian workers abroad and one out of ten Es-
tonian employed movers become unemployed or inactive a year later, most of
them in the home country. Among employed stayers, these proportions are much
lower: 5 to 7% in Lithuania and Latvia, 4% in Estonia (Figure 10). Among return
migrants with some foreign work experience during the last two years, inactivity
rates are even higher: almost 40% in Lithuania, more than 20% in Latvia and al-
most 20% in Estonia (Figure 11). This should not be interpreted as evidence for a
weak labor market position of returnees. One reason for high inactivity and unem-
ployment among return migrants is the fact that due to accumulated savings, they
can afford extended periods of inactivity and a longer job search (according to a
recent study, 70% of return migrants in Latvia spend part of the eamnings from
abroad for everyday needs (University of Latvia, 2007, Table 4.15). Another rea-
son is that many return migrants plan to work abroad again and take no job (or
only temporary job) while at home. Indeed, according to a survey conducted in
Latvia on the eve of 2007 (see Notes to Table 2 for details), 27% of return mi-
grants and just 7% of stayers are ready to go to work abroad.
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Figure 11
Demographic characteristics of economically active migrants
from the Baltic countries, stayers therein and return migrants (2002-2007)
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Characteristics of return migrants differ from those of all migrant workers in
many respects. As documented in Figure 3, return migrants are more educated. In
terms of occupations, they are clearly more skilled than all movers on average but
somewhat less skilled than stayers (Figure 5). Returnees are less often than mov-
ers ‘too educated’ for their jobs (Figure 7), although in Lithuania their over-
qualification rate is higher than that of stayers (in Latvia and Estonia the latter ef-
fect is within the margin of error). Hazans (2008) shows that after controlling for
workers’ demographic characteristics and education, as well as for foreign and
unemployment experience of their family members, returnees command a sub-
stantial earnings’ premium: 15% on average, with more than 20% among men and
6% among women. Accounting for a variety of job characteristics leaves the gap
almost unchanged. The eamings gain of the average return migrant is shown to be
entirely caused by foreign experience. There is, however, a great deal of individ-
ual heterogeneity: in the upper quartile of the earnings distribution, the unex-
plained gap in favor of return migrants exceeds 40%, while in the bottom quartile
it is negative. This is consistent with the coexistence of success, failure and oppor-
tunity stories behind return decisions. Preliminary results suggest that Estonian re-
turnees eam about 30% more than otherwise similar stayers despite concentrating
in the bottom part of the earnings distribution.

Job-related characteristics of employed return migrants are compared with that
of movers and stayers in Figure 8. One in five employed return migrants in
Lithuania and one in eight in Latvia are self-employed. These rates are in line with
those found among stayers and are much higher than among migrant workers
abroad. By contrast, as LFS data suggest, Estonian returnees are not likely to be-
come self-employed. Lithuanian and Estonian returnees are much less likely than
stayers to hold supervisory jobs, while it is the other way around in Latvia. The
incidence of temporary contracts and short tenure among returnees is much higher
than among stayers but not as high as among movers, except for short tenure in
Estonia. Retummees have similar working hours to stayers. One in ten employed
Lithuanian and Estonian returnees look for another main job, which is a much
higher rate than among stayers.

7 Migration Impact on the Baltic Labor Markets
and Economies

Economic theory suggests several channels through which migration possibilities *

and actual migration affect the sending country’s labor market. New emigration
options reduce labor supply and make it more elastic, thus increasing wages and
narrowing the gap between the marginal productivity of labor and pay (see Fig-
ures 10.1, 10.5 and the discussion in Ehrenberg and Smith, 2006). Unemployment
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goes down because those unemployed or inactive move abroad (up to 20% of
post-accession movers were not employed a year ago according to Figure 2) or fill
the vacancies left behind by previously employed migrants.® The latter process, of
course, results in a rising vacancy rate because it takes time for vacancies to be
filled. Labor shortages may develop in some segments of the labor market when
the unemployed lack the skills required by employers and cannot replace the mov-
ers (see Rutkowski, 2007 for discussion and evidence). Note, however, that such
cases were clearly not the dominant ones across the whole of the economy, other-
wise unemployment rates would have increased, while employment rates would
have fallen — a scenario opposite to the one observed in reality.

Figure 12 supports the above story for each of the Baltic countries. During
2004-2007, the unemployment rate declined by eight points in Lithuania, by four
and a half points in Latvia and by more than five points in Estonia, and the dy-
namics of this decline was consistent with the one of migration flows. It is impor-
tant to note, however, that migration was not the only cause for falling unem-
ployment. Total employment, driven by growing domestic demand, intensifying
trade, injections from EU structural funds and predatory credit expansion (mainly
by Scandinavian-owned banks!?), increased in absolute terms by much more than
unemployment decreased. While LFS total employment figures are not reliable
due to population estimates which fail to account for the largely unregistered emi-
gration, increase in domestic employment is confirmed by data from various
sources independent from the LFS. For instance, the increase in the number of so-
cial security contributors in Latvia between 2003 and 2007 amounts to 13.5% of
the 2004 labor force; similar estimates for Lithuania and Estonia based on enter-
prise statistics are 7.5% and 11.1%, respectively.

Figure 12 also documents that all three countries, especially Lithuania, experi-
enced a substantial increase in overall vacancy rates during the period observed.
More specifically (not shown in the figure), the vacancy rate in the construction
sector tripled in Latvia between 2005 and 2007; while in Lithuania it increased by
a factor of more than ten between 2004 and 2007.

9 Ignoring the small proportion of migrants who move as ‘immediately permanent’, the mov-
ers in the short run should be still counted in the sending country’s population, while those
who stay for more than a year should not be counted. Hence in some cases, immediate
and medium-term effects of a person moving abroad on the home-country’s unemploy-
ment rate might differ but they never bave opposite signs. Some ‘good’ flows might be-
come unemployment-neutral but still foster employment and participation rates.

10 gee Andrusz (2009). Vistesen (2008).
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Figure 12

Migration and labor market developments in the Baltic countries (2004-2007)
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The vacancy rate for manual jobs more than doubled in Latvia and more than
quadrupled in Lithuania between 2005 and 2007. This led to growth in unit labor
costs caused by rising wages and hiring expenses. See Karu and Nurmela (2006a-
d), Ministry of Social Security and Labour of Lithuania (2007: p. 25; 2008: pp. 26,
218-219), Ministry of Welfare of Latvia (2008: Table 2.3.4) for evidence on labor
shortages in construction, manufacturing, land transport, health and police, the re-
sulting wage pressure and increasing numbers of workers from non-EEA coun-
tries.!! Based on official estimates presented in Figure 12, real wage growth dur-
ing the four years (2004-2007) was 56% in Latvia, 47% in Lithuania and 41% in
Estonia.l” Real wage growth was largely in line with accumulated migration flows
in Lithuania, and it was faster in Estonia and especially Latvia. One likely reason
for this difference is an initially higher unemployment rate in Lithuania.’* Wage
growth combined with remittances and credit expansion contributed to inflation.
Consumer prices grew in line with migration outflow in Estonia but more slowly
in Lithuania. In Latvia, they started to outpace emigration in 2007. Overall infla-
tion in 2004-2007 was 14.1% in Lithuania, 19.6% in Estonia and 33.2% in Latvia.

Tight labor markets forced employers to lower hiring standards as an alterna-
tive or complement to further wage increase: media frequently presented anecdo-
tal evidence of falling quality in services and construction. Higher wages and
lower standards led to higher participation'* and employment rates, both in general
and disadvantaged groups, when formerly inactive and unemployed filled vacan-
cies, including those not caused by migration. Hazans (2007b-d; 2009) documents
improvements in the labor market position of ethnic minorities, the elderly and the
low-skilled in Latvia; similar results for Estonia are found in Ministry of Social
Affairs of Estonia (2008: pp. 31, 33).

We refer to Barrel et al. (2007) and Baas et al. (chapter 2 in this volume) for
specific estimates of the migration effects on wages, unemployment, inflation,
productivity, GDP and working-age population in sending countries. In particular,

1 Compared to the previous year, the number of work permits issued to such workers in
Latvia doubled in 2006 and tripled in 2007, whereas in Lithuania it nearly doubled in 2007.
Most of these workers come from Ukraine, Russia, Belarus, Moldova and Uzbekistan.

Official data are distorted by ignoring envelope wages. LFS-based estimate of real wage
growth for the same period is just 39% for Latvia, whereas it is 57% for Estonia. Williams
and Renooy (2009) indicate that in Latvia and Lithuania envelope wages are more com-
mon and paid more for regular hours, while in Estonia they are less common and paid
more for overtime or extra work.

Other reasons might be related to country-specific features such as the real estate bubble
being less pronounced in Lithuania.

This effect is reduced by the negative impact of remittances and savings from earnings
abroad on the labor supply of migrants' household members left in the home country, as
well as return migrants. Between 2003 and 2007, participation rates have increased by
about four percentage points in Latvia and by about three percentage points in Estonia,
but felt by almost two percentage points in Lithuania.
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Barrel et al. (2007: Tables 3, 4) estimate that migration contributed to a fall in the
unemployment rate over the four year period of 2005-2008 of 3.1 points for
Lithuania, 2.4 points for Latvia and 1.0 point for Estonia; whereas the estimated
impact on inflation is 0.8, 0.8 and 0.2 points, respectively. In our opinion, the true
effects on unemployment and wages might be higher than the ones based on
macro-models. For instance, evidence from Figure 2 suggests that the direct ef-
fects of flows from unemployment and inactivity to foreign countries might alone
explain the declines in the unemployment rates of the sizes quoted above, without
accounting for replacement flows. Macro-models do not account for the mo-
nopsonistic structure of the labor market, in particular the threat of a substantial
fall in labor productivity when a firm loses not Just a marginal worker but, say,
half its workforce. Scale effect, work organization problems, and the inability to
compete for publicly financed projects can all be underlying factors. Underesti-
mated wage effects and ignoring the deterioration of hiring standards lead to an
underestimate of the resulting return migration and an increase in labor force par-
ticipation, especially if assumed labor supply elasticities are derived from data
with modest wage changes.

Assuming that emigration from high-unemployment regions (which, according
to the wage curve are also low wage regions, see Blanchflower and Oswald, 1994;
Briicker and Jahn, 2008) is more intensive, regional disparities in unemployment
and wages should be reduced by external mobility. This is found for Latvia in
Hazans (2007b) and for Estonia in Republic of Estonia (2007: Table 1), Ministry
of Social Affairs of Estonia (2008: p. 34). Similarly, given that emigration was
predominantly medium and low-skilled, one should expect a reduction of the
wage differentials between high-educated and other workers. In fact, according to
LFS-based Mincerian earnings function augmented with gender, ethnic and re-
gional controls, between 2003 and 2007 net wage differential between full-time
employees with tertiary and secondary general education decreased by 15 points
in Latvia and by 11 points in Estonia.

8 Demographics of the Baltic Migration

Composition of the flows and stocks in the host countries: Table 3 is based on
administrative data and presents demographic profiles of post-enlargement Baltic
and Polish migration flows to the UK, Estonian migration flow to Finland, as well
as Baltic (excluding Estonia) and Polish nationals living in Ireland in April 2006
(Population Census data).

Table 3
Demographics of Baltic and Polish migrants in UK, Ireland and Finland (%)

Poland Lithuania Latvia Estonia
UK (flow data)
2004-2007
Age 15-24 421 43.8 442 48.5
Age 25-34 41.0 32.0 294 299
Age 35-54 16.1 229 24.6 19.4
Age 55-64 0.9 1.4 1.7 23
Total 100.0 100.0 100.0 100.0
Fﬁnah 42.6 50.1 534 576
Ireland (stock data) Finland
2006 2004-2007
Age 15-24 30.3 30.9 30.6 22.3
Age 25-34 50.8 42.5 40.8 304
|Age 35-54 18.0 25.3 27.1 422
Age 55-64 1.0 1.3 1.5 5.1
Total 100.0 100.0 100.0 100.0
Female 354 43.5 45.7 48.3
(Age 0-14)/Age 15-64 8.2 12.8 10.3 19.2
Age 65+/Age 15-64 0.2 0.3 0.3 1.7
Household type
One person 3.1 2.8 3.8
Couple without children (with or| 287 24.9 23.9
without other members)
Couple with children (with or 211 32.4 251
without other members)
Single parent with children 3.8 72 9.1
Two or more family unﬁs1 4.8 6.8 5.1
Non-family household 38.5 259 329
Total 100 100 100
Mixed with Irish 9.1 1.5 119
Mixed with non-Irish 8.1 15.2 27.0
Source: UK - Calculation with data on allocaton of National insurance numbers

(www.dwp.gov.uk/asd/tabtool.asp). Ireland — elaboration on Population Census data _publi;hed in CSO Ire-
land (2008), 29, 33, 41. Table A1. Finland — elaboration on immigration data of Statistics Finland.

One can observe significant differences between the Baltic flows on one side
and the Polish ones on the other; between Estonian flows to the UK and Finland;
and between the UK and Irish profiles. The latter differences might be, at least in
part, caused by flow-stock distinction.

Baltic migrants are in general not as young as Polish ones: 22 to 26% of the
Baltic movers to the UK and 27 to 29% of their counterparts in Ireland are at least
35 years old, whereas these proportions are 17 and 19% for the Polish migrants.
Furthermore, Estonian migrants to Finland are even older: almost half of them are
aged 35 and above. The proportion of females among the Baltic migrants is 50 to
58% in the UK and 44 to 46% in Ireland and is about on average 10 points higher
than for Poles in the same country. The highest youth dependency ratio, which is
migrants under 15 years of age as a proportion of 15-64 year old migrants, is
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found among Estonian migrants in Finland (likely due to the geographical prox-
imity and the low language barrier), and reaches 19%, not much lower than
among stayers in Estonia (23%). For Lithuanian and Latvian migrants in Ireland,
this ratio is 13 and 10%, respectively. It is even lower (8%) among their Polish
counterparts. The old age dependency ratio is very low in all cases: 0.2 to 0.3% in
Ireland and 1.7% in Finland.

The Irish data also provide a description of migrant household types for 2006.
One quarter of Lithuanian and one third of Latvian migrants lived in non-family
households. This proportion was even higher for Polish migrants at almost two
fifths. A further 5 to 7% lived in households with two or more family units. About
half of Latvians and Poles and 57% of Lithuanians lived in households based on a
couple with or without other members. This couple had children under 15 in about
three out of five such cases among Lithuanians, one out of two among Latvians
and two out of five among Poles. Single parents with children accounted for 7 to
9% among Latvians and Lithuanians but just 4% among Poles. Only 3 to 4% lived
alone. One in eight Baltic migrants lived in households with some Irish members.
Furthermore, one in seven Lithuanians and one in four Latvians lived together
with people of non-Irish nationalities.

Demographic profiles and determinants of temporary and return migra-
tion: This sub-section is based on Figure 11, which compares demographic pro-
files of Baltic temporary migrants found in the LFS data with that of stayers and
return migrants. In addition, we discuss results from Hazans and Philips (2009) on
the determinants of mobility's and data on migration intensions from Table 2.

Females account for one fifth to one third of post-enlargement temporary
workers — much less than according to host country statistics. The following offer
some explanations: (i) men are more likely to stay abroad permanently or for pro-
longed periods; (ii) male movers are more likely to be considered as gone from
their households of origin; (iii) female movers are less likely to leave family be-
hind (i.e. more likely to be tied movers or to live alone before moving). The pro-
portion of females among return migrants in Lithuania is similar to that among
migrants, while in Latvia, and especially Estonia, it is higher. This suggests that
men are less likely to return on average. After controlling for other factors, a posi-
tive female effect on returning is indeed found in Estonia; whereas in Lithuania
and Latvia, the effect is negative for childless women. Latvian women with chil-
dren under 15 are more likely to return than men, other things equal. In line with
data on migration intensions reported in Table 2 and results of other studies (see
Blanchflower and Shadforth, 2009: Table 10; Fouarge and Ester, 2007: Table 7N,

5 To correct for the fact that movers with no family left behind are not covered by LFS, we
estimate probit models with sample selection into not living in a one-person household us-
ing age-squared as an instrument.
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we find that Baltic females are significantly less likely to work abroad than other-
wise similar males; this effect is less pronounced in Lithuania.

In each of the Baltic countries, about three out of five stayers have a spouse or
partner. The same proportion is found among Estonian movers, which confirms
once again that they are more likely to stay abroad permanently). However, it is
Just two fifths among Lithuanian and Latvian movers. One quarter to one third of
movers have children under 15, who may, or may not, stay at home. The effect of
the migration experience on cohabiting is ambiguous: some partnerships might not
survive the time apart, but new ones might be created abroad. In the latter case,
however, return is less likely. Hazans (2008: Appendix 3 and Table 6) finds a
slightly negative (significant for women) causal effect of foreign experience on
having a partner among return migrants in Latvia. As shown in Figure 11, how-
ever, they are on average somewhat more likely to have a partner than migrants in
general but less likely than stayers. By contrast, post-accession Lithuanian and es-
pecially Estonian returnees are less likely to have a partner compared to migrants
as a whole. This raises the question of the causal effect of marital (cohabiting)
status of migrants on the likelihood of returning. This question awaits a more
thorough investigation, but simple models (not accounting for endogeneity of
partnership) find a negative effect among all Lithuanians, as well as among child-
less Latvian men.

An important question from the social perspective concerns negative impacts
(including school drop-out) on children left behind by parents working abroad
(Soros Foundation Romania, 2008; World Bank, 2007: pp. 177-178). Such chil-
dren, who are called ‘the Irish kids’ in Latvia, are raised by ‘quasi-single’ parents
or even by grandparents if both parents work abroad. The National Strategy Re-
port of Lithuania on social protection and social inclusion acknowledges that ‘in a
few recent years, some children, though formally cared by parents, in reality have
been left for some time without parental care while they are in emigration abroad.
Such children are left alone or placed under guardianship of relatives (sometimes
of non-relatives). This creates unfavorable conditions for children’s development
and social integration.” (Republic of Lithuania, 2008: p.23). The Lithuanian gov-
ernment plans to reform the rules on guardianship as part of its response to the
situation.

Other things equal, the propensity to move declines with age in all three Baltic
countries. However, about one third of Lithuanian and Latvian temporary mi-
grants, as well as return migrants, are older than 35. The Estonian picture is dif-
ferent: about half of the migrants but just a quarter of the returnees are older than
35, suggesting that younger migrants are more likely to return. Indeed, after con-
trolling for other factors, the likelihood of return reaches its minimum at 50 years
of age (note that nine out of ten migrants are younger than 50). The age effect on
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Latvian migrant propensity to return is also negative, while it has an inverse U
shape with maximum at 40 for Lithuanian migrants.

One of the most intriguing questions about the post-enlargement migration
wave from the Baltic countries is the behavior of Russian-speaking minorities,
many of whom in Estonia and Latvia do not have citizenship; and hence, they are
not covered by the free mobility provisions (see Kahanec and Zaiceva 2009 for a
study on the citizenship effects on labor market outcomes in Europe). Regarding
migration intentions ‘in the near future’ or supported by specific steps, the propor-
tion of potential movers among minority populations in general is somewhat
lower than among the titular population in Latvia but higher in Estonia (Table 2,
col. [3] and [8-10]). In both countries minority citizens were, however, more in-
clined to move than the titular population, but it was the other way around for
non-citizens. This citizenship effect is much more pronounced in Estonia.

The proportion of minorities among Latvian migrant workers dropped from
56% before accession to 45% after (still being slightly over-represented). The
proportion of non-citizens dropped more steeply from 33% before accession to
15% in 2004-2005. In other words, non-citizens were over-represented among
pre-accession migrants but under-represented among post-accession ones. The
profile of Estonian migrants underwent similar changes after the lifting of restric-
tions by Finland in 2006. The proportions of minorities, non-citizens and foreign-
born among return migrants in both Latvia and Estonia were in line with those
among migrants. Lithuanian non-citizens were over-represented among pre-
accession migrant workers but became under-represented by 2006; however, their
proportion among return migrants is much higher than among stayers.!6

Given that ethnicity, citizenship and being foreign-bomn are all inter-related
with each other (although not multi-collinear), as well as with regions and degree
of urbanization, obtaining a clear picture of the effects of these factors on mobility
is only possible in a multivariate framework. The ethnic minority effect on the
propensity to work abroad before accession was strongly positive in Latvia and
Estonia. Following accession, it has become much smaller in size in both cases
but not significant for Estonia (also for Latvia when minorities are not sub-divided
by citizenship). Moreover, during the 2006-2007 (i.e. when Finland has opened its
labor market) minorities were significantly less likely then otherwise similar eth-
nic Estonians to become economic migrants. The effect of being a non-citizen on
the likelihood of working abroad is strongly negative for Latvia and Estonia in the
post-accession period, while the effect of being foreign-born has the opposite
sign."” When all effects are combined, foreign-born minority citizens appear the

6 We are not able to track changes with regard to ethnicity of Lithuanian migrants, due to
data limitations.

7 Local-born and foreign-born minorities in the Baltic countries differ also in terms of educa-
tional attainment, see Hazans et al. (2008: Figure 4).

most mobile; local born minority non-citizens appear the least mobile. In Estonia,
non-citizens are also more likely to return if having moved, other things equal. In
Latvia, minority migrants are less likely to retum, other things equal.

Residents of big cities are over-represented among both movers and returnees
in Lithuania; in Estonia, the same is true for rural residents.

9 Remittances and Use of Foreign Earnings

Figure 13 illustrates the evolution of officially recorded remittance flows gener-
ated by Baltic nationals working abroad (including posted workers). A sharp in-
crease in these flows after the EU accession in 2004 is evident for all three coun-
tries, but especially for Estonia. Moreover, starting from 2004, remittances to
Estonia exceed those to Latvia and Lithuania in per capita terms; the difference
was as large as 40 to 70% in 2006-2007. This might seem surprising given that the
largest labor outflow was registered from Lithuania and the smallest from Estonia
(Figure 1). One explanation has to do with posted workers: they are mostly not
covered by migration statistics, but their earnings are included in the remittances
statistics (World Bank, 2008). When posted workers are included, number of Es-
tonians working abroad as a share of country’s working-age population is some-
what higher than the Latvian figure but smaller than the Lithuanian one (Table 1c,
last column; we assume similar employment rates among adult migrants from all
Baltic countries).

The question remains, however, why Estonian and Latvian movers remit more
than they Lithuanian counterparts. One can offer at least three (not competing)
explanations. First, such an outcome is possible if Lithuanians rely on informal
channels of sending money home (not captured by the World Bank statistics) to a
much larger extent than Estonians and Latvians. Second, as shown in Figure 10
and confirmed by tenure data in Figure 8, the intensity of return migration among
Estonian movers is much lower than among Latvians and Lithuanians. In other
words, Estonian migrants send money home, whereas other Baltic migrants tend
to bring money in person. Finally, it is possible that Estonian migrants in Finland
enjoy higher eamings on average than other Baltic migrants located mainly in Ire-
land and the UK. The reasons might include longer tenures and relatively good
Finnish language skills.
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Figure 13
Remittances to the Baltic countries (USD per capita), 2000-2007
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Source: World Bank {2008) and own calculations.

Notes: Remittances include workers’ remittances (current transfers by migrants who are considered residents in the host
country) and eamings of posted, seasonal and other short-term workers who have centers of economic interest in their own
economies.

In 2007, Estonian migrant workers sent back $329 per every Estonian resident,
while the corresponding figures for Latvia and Lithuania were $219 and $192
(World Bank, 2008 warns that ‘the true size of remittances... is believed to be lar-
ger’). Even these under-estimated amounts, while being a relatively small part of
Baltic countries” GDP at 2 to 2.5%, are substantial from the receiving families’
perspective. For instance, according to two independent surveys conducted in Lat-
via, 7.2% of population in 2007 and 6.5% in 2008 had family members working
abroad at the time of the survey (Table 4). In 2007, therefore, the $219 meant
$3000 for each person with a migrant worker in the family. Overall, about two
thirds of Latvian migrant workers were sending money home between 2004-2006
and 2006-2008 (Table 4). About two thirds of return migrants from the UK and
Ireland used foreign eamings for everyday needs; almost 30% invested in hous-
ing; 19% in a car; 22% in other durables; and 11% in education.

Figure 14 confirms the role of remittances in improving the standards of living in
Estonia: both before and after accession, the proportion of households facing financial
difficulties is significantly lower among those with family members working abroad.
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Table 4
Migration networks, foreign work experience and remittances (Latvia, 2005-2008)
Survey: 2005/Q4-2006/Q1 * Survey: 2006/Q4-2007/Q1 * Survey: 2008/Q3 °
N = 8006 N=10177 N = 4000
Networks % Networks % Networks %
Anaother family
member has worked
Another family member or Another family member has abroad during the
relative works abroad (left less worked abroad during the last last two years and
than 2 years ago) 6.8 three years 10.3 returned 6.1
Another family
Another family member or Another family member member works
relative works in some EU works abroad at the time of abroad at the time of
country (left in the last 2 years) 6.2 the survey 7.2 the survey 6.5
Angther family member or
relative works abroad (left
more than 2 years ago) 72 Any of the above 12.0 Any of the above 126
A friend or neighbor works
abroad 71.5
Foreign work experience of the respondent
Has worked abroad
Has worked abroad during during the last two
Has worked in UK or Ireland 26 the last three years 50 vyears 33
Living abroad
With a family member or
partner 21.7
With another relative/friend 444
Alone 339 . .
Remittances during
Remittances/Earnings the last two years
Incidence among
respondents with
own or family foreign
More than 50% 16.9 work experience 65.1
20 to 50% 15.7
Up to 20% 29.3
None 38.1
Spending abroad/ Earnings
All 6.9
Maore than 50% 60.0
20 to 50% 15.7
Up to 20% 16.9
Use of foreign earnings by
return migrants: Incidence by
purpose
Everyday needs 63.4
House 28.7
Car 18.1
Other durables 22.0
Education 1.3
Invest in own business 0.7

Source: Calculations with survey data.

Notes: a) See Sources of surveys V and VI in Table 2, Respondents aged 18 to 64 are included. b) Survey on drug use

conducted by SPI
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Figure 14

Estonian households with and without members working abroad by answers
to the question “How did you manage during this period?” (2002-2007)
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Source: Calculations with Estonian LFS data.

10 Conclusions

The onset of the worldwide economic crisis in 2008 raised the question whether
shrinking employment opportunities in the host countries combined with the de-
preciation of the British pound would trigger a sharp increase in return migration
(see e.g. Devine, 2009; Tapinsh, 2008). However there is a growing stock of evi-
dence that things are going to develop in the opposite direction. Most Baltic mi-
grants in the UK, Ireland and other host countries see staying as a much safer path
than returning, and some are thinking about Canada or Australia (see LETA 2008,
Meiden 2009, Sloga 2008 — the titles speak for themselves). The reasons are un-
derstandable. First, unemployment rates in the Baltic countries on the eve of 2009
were returning to the pre-accession levels with embarrassing speed. The season-
ally adjusted rates in January ranged from 8.6 in Estonia to 12.3% in Latvia, at
least twice as high as a year ago. Although the unemployment rates in the host
countries were rising as well, they were lower: about 6.5% in the UK and 3% in
Norway for example. Combined with more generous social protection systems,
risk considerations did not favor returning, let alone still substantial (price-
adjusted) wage differentials. Post-accession migrants from the new member states
in the UK and Ireland work longer hours and receive about a 10% lower hourly
wage than similar native workers in the same region and sector (Blanchflower and
Lawton, chapter 8 in this volume: Table 3; Blanchflower and Shadforth 2009: Ta-
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ble 13; Barrett et al. 2008: Table 7)'%, which certainly adds to their competitive-
ness, especially amid crises. Recent measures by the British government to restrict
access of non-EEA nationals to the UK labor market (see UK Border Agency
2009) will help Baltic workers as well. Baltic migrants interviewed acknowledge
that life has become more difficult since the start of recession, but they cope well
and look into future with optimism — something most of the stayers lack nowa-
days. The essence of what they say is: if you are not afraid of hard and in some
cases unpleasant work, you will finally find a job - or won’t lose one in the first
place. They also emphasize the increasing importance of local language skills.

Post-accession migrant flows from the Baltics were predominantly temporary
and circulatory. This pattern was most pronounced in the Latvian case, while Es-
tonian migrants showed relatively low propensity to return and longer periods of
stay in the host countries. Moreover, the flows to the UK and Ireland declined af-
ter 2005, which is unlike similar flows from Poland and Slovakia. However, big
and growing Lithuanian and Latvian diasporas have emerged in the UK and Ire-
land, and a big Estonian diaspora in Finland.'” Media and case studies evidence?
describe a rich social infrastructure within these diasporas: weekly newspapers
published in Lithuanian, Latvian and Russian; Sunday schools in all three Baltic
languages and Russian; regular Lithuanian and Latvian schools in Ireland, and Es-
tonian schools in Finland and Sweden; language courses, sport teams, discos, con-
certs and other activities; numerous NGOs (including religious communities); pro-
fessional networks with informal meetings at certain bars or Eastern-European and
Russian shops etc. In each host country, the Baltic diasporas interact with other
East Europeans, using Russian to communicate.

The above considerations suggest, moreover, that a new wave of emigration is
likely to emerge. The director of a recruiting company in Latvia says: “We have
returmed to the situation of 2004, when thousands were leaving Latvia. We are

18 This wage gap is much less pronounced in the Nordic countries, see Gerdes and Waden-
sjo (chapter 7 in this volume).

The latest official estimates (Office for National Statistics, 2009) put the number of Lithua-
nian and Latvian nationals in the UK at 58 (s.e. 10) and 23 (s.e. 6) thousand. The true
numbers are likely to be higher. Bauere et al. (2007) report about 29 thousand Latvians
and about 5.5 thousand for Estonians for the period ending 2006. SKDS (2006b) reports
35 to 40 thousand Latvians in the UK. The unofficial estimates for Ireland are 50 to 100
thousand Lithuanians and 30 to 50 thousand Latvians, well above the 2006 Census esti-
mates of 25 and 13 thousand. According to Statistics Finland, 20 thousand Estonian na-
tionals lived in Finland in 2007.

19

20 gee e.g. www.labrit.co.uk; www.mfa.gov.lv/lv/ireland/Vestnieciba/kopienal;

www lietuvis.ie/; www.saloje.It/; www.newtotown.ie/forum/living-ireland/ireland-lithuanian-
perspective-517.html; www.mfa.gov.lv/en/ireland/news/embassy-
news/template/?pg=7256; www.sveiks.ie/; www.nashagazeta.com/; www._lti.ie/;
www.latviesi.org/ra/?slang=lv; http://baltic-ireland.eu/; www.Ibi.ie/; SKDS(2006b); LETA
(2008); Mazan (2009); Meiden (2009).
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struggling to serve all clients that knock at the doors, calls or send us e-mails. A
typical client is a man aged 30 to 40 ready for whatever type of work and nor very
demanding in terms of pay” (Mazan 2009). This is echoed by a colleague at a
company which offers placements in the UK, the Netherlands and Scandinavia in
sectors such as agriculture, shipping and distribution: “Interest in working abroad
had skyrocketed in recent months, particularly amongst people aged 20 to 30, both
unskilled workers and professionals, many of whom have been laid off or strug-
gling to repay debts” (Mclntosh, 2009).

Note that the psychological cost of moving is much lower now than five years
ago. According to surveys conducted in Latvia between 2006-2008 (see Table 4),
at least 5% of working-age population are post-accession return migrants; 12%
have a family member with recent foreign work experience; and more than 70%
have a friend or neighbor with such experience. Moreover, adjustment is much
easier inside already existing diasporas, which also offer job opportunities for pro-
fessionals and personal service workers. The chances are high that Baltic migra-
tion will become more long-term or permanent in nature, and that the proportion
of high-educated migrants will grow. Mclntosh (2009) reports a 26-year-old IT
worker holding a master degree saying: “I don’t see the way out right now actu-
ally. I am at point zero. I am just starting my career, but I don’t see the structure
here to develop myself in the labor market”; while a civil servant of the same age
says: “Some of my friends who have no work say that they don’t feel that they are
needed here in their country...We all thought that we are the next generation that
will change the future of the country, but now we have learnt more, we understand
that nothing will change”. Of course the actual size of the new emigration wave
will depend on how the crisis unfolds in the Baltics and elsewhere. There is a real
risk, however, that when entering the recovery, the Baltic economies might ex-
perience more severe labor shortages than before — and earlier than it was ex-
pected based on previous population projections. This highlights the relevance of
recommendations made by Boeri (2008) before the crisis started: “[The] Baltics
should plan on attracting migrants from non-EU Eastern countries and invest in
return migration™?!.

21 The first steps to simplify procedures related to the employment of non-EU migrant work-
ers were made by Estonia in 2008 (see Nurmela, 2008) and are under consideration in
Latvia and Lithuania. According to the Lithuanian Ministry of Social Security and Labour
(2008: pp. 201-203), a comprehensive publication for migrants willing to come back to
Lithuania has been disseminated in 2007 and a project ,Building-up a Positive Image of
Lithuania and Lithuanian Economic Migrants Seeking Their Return” has been launched in
2008.
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