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Economical consequences of migration in European Union and Czech Republict

Milan Vosta, Josef Abrham

I ntroduction

Migration is influencing the present happening iordpe. This whole phenomenon is
associated with many paradoxes and contradictorgking factors. The deployment of
international migrants is very uneven. For the igmaunts is characteristic the increase of their
human capital, gaining new experience, and flexybiMigration is sometimes perceived as a
part of globalization and transformation, whichpwrtly true, but there should be put more
effort to come up with the solution of the migratioeasons and the migrant integration.
Migration models are connected to the historicaidsoand big attention is paid to analyze
them. A broader approach is needed and the anglgtimigration development in time. The
common interest in this phenomenon leads into #wenbnized measures through out the
whole EU.

The impact of migration on the labor market as wasllon the economy as a whole depends
on the age, education and the length of stay ofitlggant in the specific country. Migration
can be more influenced by unqualified or seasmia.jThe overall economical effects on the
labor market are relatively marginal. Positive effeare: increase of economical prosperity as
well in the host state as the country of originyéo wage of the migrant than is the added
value, which he produces, existing economies desoaspecific production sectors. Negative
effects are: uneven distribution of capital incorte horizon of migration, pressure on the

health care and social system in case of illeggtation.

Regarding the present demographic situation in fablstnember states is immigration one of
the ways how to solve the lack of labor force. lirgdepresentatives try to coordinate the
migration policy, which would secure concerned apph and legal frame to immigrants.
This policy shouldn’t be built just on temporaryeds of the labor market, but should involve

human rights, equal rights and nondiscrimination.

! This publication appears as part of the research activities of the Faculty of I nternational Relations of the
University of Economics, Prague, financed by the institutionalised support for the development of
resear ch activities.



To which extend the states should lead an openedosed migration policy is still in
guestion. It is necessary to search a model, whiald answer to protection of human rights
as well as to democratic principals of the stakestrictive measures of the states are
understandable as a security measure. But crigcihiei level of these measures, which have
direct link to the impact on illegal migration aachanized crime.

To get a complex view is it crucial to mention ademographic and social factors. The
impacts of migration on the states economy diffeeach case, so it can’'t be seen as the

single solution to the population ageing.

Migration has positive impacts on the economic dlouvt brings wellfare to the migrants as
well as to the original inhabitants. For the coyrf origin and the destination state are there
also some expenses to take. All these factors itiference the quantity of migrating labor
force, its quality, qualification structure, laborarket conditions, demographic profile and

economic development in each state.

Economical consequences of migration

The relationship between the migration and econonuators is clear. Waves of migration
are influenced by economic factors and vice veBatisticians and prognostics most often
examine the rate of unemployment, annual changesahwages per worker, the absolute
level of GDP per capita, as well as the relatiwgeelen comparison with the EU average, in
addition to the year on year on year relative ghowf GDP. The relationship between
economic indicators and migration manifests itgelihe different EU countries with varying

intensity. Different groups of migrants are infleed by different economic indicators. For

some states the most important thing is the infteesf migration on unemployment.

Economic factors are usually the most frequentivabbn for migration. The incoming
immigrants bring with them Human Capital and théuwe of their home country. The new
knowledge and experience which they gain in the cewntry increases their Human Capital,
and thus, they profit from having emigrated froneithhome country. In the new country,
however, they come up against language and culhaalers, which reduces their Human
Capital. According to some studies, the individwllo comes from a poor country to a rich
one, earns only about 55% of what the domestic @rook the same age,sex and educational
level, earns. The level of Human Capital is atstuenced by the institutions and policies of

the host country, which have an impact on thellefzancome and rate of productivity.



The global environment at the present time supgbesnovement of migrants seeking work,
and ,enables” employees to take on foreign worlkerpart of the strategy of minimalising
costs. The migration policies of individual EU mesnkstates are becoming ever more
flexible, as well. More liberal policies are implented especially in the services, particularly
in the hospitality sectors, software, insurance famehce. The reason for this is the changing
character of the labour market. Jobs which wergh@&past, mostly in industry and in the
traditional working class professions, have shittethe area of services. They demand higher
gualifications, which are much harder for new imraigs to attain. This has, to a certain
extent, an impact on their unemployment rate, oqunsiet social exclusion and other ethnic
tensions. States welcome the influx of migrants,d@specially those who are highly qualified.
The problem remains the division of immigrants inte ,qualified“ and ,unqualified”
groups. The demand on the labour market is mogstlgdalified and expert workers, but there
is also a shortage of unqualified workers. On the tiand, unqualified foreign workers
represent a certain competition for the domestickers, which in turn leads to a reduction in
wages. On the other hand, the gains for the empaan lead to the expansion of production
capacity and to the employment of more workersewilse for the consumer, in the final

analysis, it can bring lower prices for the endducts and services.

In the EU 27, the number of educated immigrantsftbird countries comes to 26%. Even
foreigners with lower education are included, whkir number at 36%. These high numbers
are, to a large extent, attributable to the gresmahd for highly qualified, or less qualified,
workers. In a perfect economy we could talk abd@ mostly positive influence on the
economy. They create new jobs and support econgrowth - a greater number of people
means a greater need for food, more transport, rpotential customers; in other words,

greater economic growth.

From the point of view of the economic models, eihspring from perfect information, zero
transactional costs, free movement of productiaitofa, etc., it transpires that people will
relocate there where their waged work productiwily be highest. In reality, though, it does
not work like this. People are motivated to movealdyroader spectrum of factors than purely
economic gain. For instance, personal reasons,lyfams, cultural proximity, and so on.
From the point of view of time, the migrant repm&sea burden for the target economy until

such time as he/she finds work and starts to dariito the economic cycle. Therefore, the



overall influence on the economy depends, too,henléngth of the migrant’s stay in, and
his/her motive for moving to, the foreign counthy.the EU states, however, the market is
deformed by such factors as tax, insurance analssgstems, among others.

Another economic indicator which relates to mignais GDP. Some sources state that GDP,
as an economic indicator, does not show the ecanampact of migration objectively.
According to many studies, GDP determines migrapiositively. Literature, however, shows
that 7 to 16% of GDP in the EU probably has itstsaa the shadow economy, where, of

course, not only illegal migrants work.

As far as the level of savings is concerned, foreig have a greater tendency to save.
Consequently, compared to the host population, thegst more in Human Capital. The
integration of migrants to the labour market inimdlial member states is mostly analysed by
means of the comparison of wages and salarieshentevel of employment with regard to

the domestic population.

Differences in the income of migrants in compamigoth the domestic population are caused
by the migrants' lower qualifications, languagerlsas and the non-recognition of degrees
and other certificates gained abroad. The timeofaaso plays an important role. The longer
the immigrant lives abroad, the less the differenindncome there are, as well as the fact that
the migrant is more socially integrated. States tayeng to implement more efficient
educational systems, which would react to the neédbe labour market, and re-train the

immigrants in some profession which is more in dethan the market.

Immigration concerns both employees and employerthe framework of the battle against
the employment of illegal migrants, there is a jmsgd directive on the punishment of
employers who do so. It applies only to those whwueh,illegal stay' status. The directive

imposes sanctions of a mainly administrative chiaradut also imposes the obligation to
make up for unpaid wages. This should help avoédsituation where immigrants are afraid
of being declared ,illegal immigrants‘ by the autiies, and the resulting deportation, and so
they prefer to accept the exploitive conditionsh&f employers.

The overall impact of migration on the economyernthdepends on how flexible and

functional the labour market is in the target copnto what extent do the migrants mean a



gain or loss for the target labour market, whethey compete against the domestic workers,

or do they fill gaps in the domestic labour markef good question.

The Czech Republic still has great potential fognamts, mostly from third countries. In
order that the use of this potential is efficieamid that it can, on the one hand, obtain for the
labour market, good quality workers, and, on theephand, good quality conditions for the
migrants, it is necessary to implement the follayuneasures:

- Give foreigners information and offer them simpégyal migration;

- Strengthen the rights of foreigners on the laboarket and offer them integration;

- Put in place a functional system of control antbecement.

As regards illegal migration, it is necessary tewe an effective system of enforcement for
employers, in order to limit the illegal employmeot migrants and their abuse. Some
economic studies even show that limiting illegalrkvactually causes migrants' salaries to
rise. This results in the growth of the overall G&iRhe economy.

According to IOM[International Organisation for Magion] studies, in connection with the
situation in the CR, it is possible to adopt th#ofeing measures for the limitation of the
illegal employment of foreigners:.

-Increased checks on employers, increase enfordenh@anmonise the competence and
cooperation between the individual control bodies;

-Enforce the regulations against employers who atocheck to see whether the foreigner is
legally in the country or not. There will be crehta database for checking the status of
foreigners on-line;

-Cooperate with the foreigners themselves [actiati@pation in uncovering illegal
employment];

-Before opening the labour market to new immigragige priority to those who are already

on the labour market.

Furthermore, it is necessary to give foreigners ¢chance to change employment. At the
present time they can be forced into less thanradgaous conditions, because terminating
employment can be linked to the termination ofwluek visa, bringing with it the obligation

to leave the country. Thanks to this, employersatarse their position. In the whole EU there
are efforts to entice,mainly, qualified migrant©ieTCR should also offer long term residence

to foreigners with university education.



Whilst the CR has a lower level of wages compamedmiost EU countries, but as a
comparative advantage could use exactly this msee friendly immigration policy. Within

the framework of the EU countries there are everensimilar programmes being launched,
for example, the Blue Cards. In the economy théuikl not appear branches exclusively

dependent on immigrant labour, or sectors onlyfdagigners.

A succesful migration policy should deal with theteigration of foreigners to society. The

result is the positive acceptance of the foreigmestheir surroundings. The state creates, in
cooperation with the non-profit sector, a wholethafsintegration programmes and courses,
which should motivate foreigners to integrate.

Conclusion

Working migrants are the most important factor ekhimigration brings. The influx of
migrants is influenced by protection of the laboarket, the type of social system and the
migration policy of the country. The economic sfgrince of the aging population in Europe

has made immigration a very debated topic, as agethe subject of a lot of research.

Nowadays, people can work in one country, live motaer and be a citizen of a third. For
young people it is the modern way to gain expegerndigrants have the tendency to
converge in certain areas of the host country; ipastthe capital city, where there are, as a
rule, greater work opportunities. Many workers cainthe present time, move easily within

the framework of the economic network of the matianal corporations.

The success of immigrants on the labour markehénhost country, and the comparison of
wages and employment between the domestic popalatid the immigrants will change in
time. Shortly after entering the country, immigsahave, logically, higher unemployment
and lower wages. These differences, however, eshselves out during longer stays in the
host country. With these differences are linkechbrgsocial welfare assistance and support in
the beginning.

It may be said that in the EU, immigrants from moamber states fill gaps in the labour
market, mostly in seasonal and unqualified workmligrants work longer and for lower

wages.Immigrants have a lower rate of unemployntiegm the domestic population. In the



EU countries, however, there exist certain diffeemnthanks to the varied social systems in
the individual countries. Long-term unemploymenirmafnigrants has a far greater impact in
the EU member states than in the USA. This is lexaf the extensive and generous social
system in European countries. In comparison wiehlsA, the public expenditure in the EU
is 12% more of the GDP. From this we can see, that the expenditures linked to
immigration are higher in Europe than in the USAorkbver, immigrants were less
successful on the European labour market comparenh the USA, which reduces the

economic advantages arising from immigration.

In the EU there prevail contradictory opinions e tnfluence of immigration. Many people
still suppose that immigrants are a great burdenhi® public sector, which is mostly seen in
France, Italy or Germany. Most sources, howeveowsthat the impact is marginal, even
though there exist big differences between indigldyroups of immigrants, which concerns
the contribution to, and gain for, the state budgfethe host country. The impact on the

economy largely depends on age, education andnerfigtay of the migrant.

Studies, however, frequently focus on the direatseguences of immigration. They do
notinclude the price level in countries and thd vesges, nor do they show economic growth
in individual countries. Economic consequencesadse, very often, not taken into account
from the long-term point of view; only the shortiteconsequences are examined. According
to many studies, however, the economic impact ah bthe labour markets and the state
budgets of the EU countries is relatively smallalhprobability migration will grow even in
the coming decades. Still, however, there remainymeanswered questions concerning the

whole migration process.
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