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Labor Mobility

Increased substantially after 2004

3.2 (1.7) per cent of EU-citizens are mobile
0.2 per cent are on the move every year
Dao et al. (2013)

10 sacked workers: 1 unemployed, 6 inactive, 3 migrating

Is signi�cantly lower than in the US

2 per cent of US-Americans on the move every year
Dao et al. (2013)

10 sacked workers: 2 unemployed, 2 inactive, 6 migrating
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More Heterogeneous Union

2004 Accession

Wages one third of EU-average
High youth unemployment

2007 Accession

Wages one �fth of EU-average
Minorities

Author, Another Single European Labor Market



Motivation
The model

Results
Summary

Shocks and the Labor Market
Previous Work

Maroeconomic shocks

Decision to move depends on economic conditions

A two-step migration approach

Migration as a shock absorber

Author, Another Single European Labor Market



Motivation
The model

Results
Summary

Shocks and the Labor Market
Previous Work

Maroeconomic shocks

Decision to move depends on economic conditions

A two-step migration approach

Migration as a shock absorber

Author, Another Single European Labor Market



Motivation
The model

Results
Summary

Shocks and the Labor Market
Previous Work

Maroeconomic shocks

Decision to move depends on economic conditions

A two-step migration approach

Migration as a shock absorber

Author, Another Single European Labor Market



Motivation
The model

Results
Summary

Shocks and the Labor Market
Previous Work

Outline

1 Motivation
Macroeconomic Shocks and the Common Labor Market
Previous Work

2 The model

3 Results
Data
Impulse Response Functions
Historical Decomposition

Author, Another Single European Labor Market



Motivation
The model

Results
Summary

Shocks and the Labor Market
Previous Work

Business Cycles and Migration

Jerome (1926)

Cycle properties of European migration to the US
19th and early 20th century

Easterlin (1966), Kelley (1965), Gallaway et al. (1971)

Con�rm the business cycle impact on migration
Destination country drives migration

Borjas (2001)

Fixed migration costs
Regions are close substitutes
Two stage decision process
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Migrant and native labor imperfect substitutable

Bayesian estimation

Time-series of bilateral movement Poland-Germany
Mixed frequency approach
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Shocks

Labor supply

ωt = ρω ωt−1+ εω,t ,εω,t ∼ N(0,1)

Preference

κt = ρκ κt−1+ εκ,t ,εκ,t ∼ N(0,1)

Technology

zt = ρzzt−1+ εz ,t ,εz ,t ∼ N(0,1)

Exchange rate

ψt = ρψ ψt−1+ εψ,t ,εψ,t ∼ N(0,1)
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Variance Decomposition

Obs. Variable εz εm εω εd εdf εexr

Output (D) 8.70 2.84 0.73 72.83 13.95 0.95
Output (F) 0.15 41.53 0.03 3.26 44.77 10.26
Composite Labor (D) 1.98 1.24 4.45 87.15 4.55 0.62
Immigrants (D) 0.22 14.38 0.01 2.46 77.52 5.40

Variance decomposition for period 100

Author, Another Single European Labor Market
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Impulse Response Functions

Technology shocks in home and foreign a�ect migration

Weak impact of exchange rate shocks

Weak and ambiguous impact of preference shocks in the
destination
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Technology Shock Home
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Impulse response functions to a positive technology shock in the domestic

country with 5 to 95 per cent con�dence intervals.

Notes: Each panel shows the response of the model variables to a technology

shock of one. The horizontal axes measure time, expressed in months.
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Impulse response functions to a positive technology shock in the foreign

country with 5 to 95 per cent con�dence intervals.

Notes: Each panel shows the response of the model variables to a technology

shock of one. The horizontal axes measure time, expressed in months.
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Notes: Each panel shows the response of the model variables to a technology

shock of one. The horizontal axes measure time, expressed in months.
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Notes: Each panel shows the response of the model variables to a technology

shock of one. The horizontal axes measure time, expressed in months.
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Historical Decomposition

Shocks can explain deviations in output for Germany and
Poland

Migration �ows are predominantly determined by home
country shocks

Preference shocks and technology shocks outpace exchange
rate shocks
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Output Germany

Historical decomposition of output for Germany in the sample
period 1/2006 to 12/2014.
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Output Poland

Historical decomposition of output for Poland in the sample period
1/2006 to 12/2014.
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Migration �ows

Historical decomposition of the immigration time-series for
Germany in the sample period 1/2006 to 12/2014.
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Summary

Migration �ows are a�ected by the business cycle

Shocks of the home country are more important than those of
the destination

Preference and technology shocks

This holds also true for other country pairs (UK - Poland)

Author, Another Single European Labor Market
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