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Labour Migration

Any given labour market features inefficiencies that cre-
ate institutional, as well as individual problems. These 
inefficiencies can include, for example, shortages of 
some sought-after skills or excesses of other skills in 
the labour supply. In the OECD countries, one concrete 
problem facing labour markets is population ageing. 
The labour force is consequently contracting because 
more people are dropping out of it than are entering, 
which has the potential to create a myriad of problems.

Labour migration is one way of creating more flexible 
labour markets that function efficiently, because migra-
tion can help to offset differences in skill shortages and 
excesses between various labour markets. Compared 
with many other potential solutions to the problems 
facing labour markets, migration can have an almost in-
stantaneous effect. This is in marked contrast to, for ex-
ample, education, which typically takes years to affect 
labour markets. This is not to say that there are no long-
term effects caused by migration, or that these effects 
are easy to predict.

Labour migration regulations in OECD countries

Given the importance of labour migration, it is only to 
be expected that this area is often heavily regulated. In 
general, restrictions on labour migration have proven 
very widespread in the past. Existing regulatory policies 
in OECD countries operate on several different levels.

There are a number of general international and regional 
agreements that focus at least partly on labour migration 
(1). The latter is also regulated by several bilateral agree-
ments between countries (2). Finally, labour migration 
is regulated at the level of individual countries, based on 
the legislation of each separate country (3). Naturally, 
the policies regulating labour migration in OECD coun-
tries are not immutable, but have undergone significant 
changes in response to perceived changes in the labour 
markets in question, changing political preferences, etc.
(4), many of which have occurred in recent years.

Labour migration regulation in the EU

The regulation of labour migration between EU coun-
tries differs in some fundamental ways from the case of 

other OECD countries, owing to the fact that free move-
ment of labour is one of the basic principles of the EU. 
Hence, in principle, unhindered labour migration from 
one EU member country to another has been guaran-
teed by various union agreements, starting as early as 
the Treaty of Rome establishing the European Economic 
Community in 1958.1 The latest version of the main EU 
treaties is the Treaty of Lisbon signed in 2007 (5).

However, following the enlargements of the union in 
2004,2 2007,3 and 2013,4 transitional provisions were 
agreed upon, whereby existing members could choose 
to impose restrictions on the free movement of labour 
from the new member countries for up to seven years 
after the enlargement in question. The decision as to the 
precise nature of these restrictions was left, within given 
boundaries, up to the individual member countries. Use 
of these transitional provisions has accordingly been 
quite heterogeneous between different member coun-
tries. For example, Germany and Austria opted in 2004 
for some general restrictions that remained in force for 
the maximum duration of 7 years, while Sweden chose 
not to utilise this option (6).

General aims of labour migration policies in OECD 
countries

The basic policies regulating labour migration in the 
OECD differ with the skill-mix of the migrants de-
sired by individual countries. In general, the aim of 
the policies targeting low-skilled workers is to regulate 
the number of labour migrants coming into a country 
by placing restrictions on migration, while the aim of 
the policies targeting high-skilled workers is to create 
additional incentives to attract those migrants into the 
country (7).

Some frequently used policies for reducing the number 
of labour migrants admitted to a country, and targeting 
low-skilled workers in particular, include quotas, which 
can be country-of-origin specific, or more generally, re-
strictions on work permits and language requirements. 
Work permits, for example, are only granted in some 
cases after the relevant position has been listed in the 
local employment agency for a given number of weeks, 

1	  Free movement of labour in some key industries was also a part of the 
treaty establishing the European Coal and Steel Community in 1951.
2	  In 2004, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, 
Slovakia, Slovenia, Malta, and Cyprus became members of the Union.
3	  Romania and Bulgaria.
4	  Croatia.
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as in the case of Finland and the Netherlands,5 or the em-
ployer may be required to verify that the wage level for 
the migrant is appropriate, as in the case of Australia (8).

Limitations on temporary workers only staying for a 
short period of time have typically been more relaxed, 
because some sectors of labour markets, most notably 
agriculture and tourism, may in some cases be depend-
ent on the ready availability of low-skilled seasonal 
workers (9).

Policies targeting high-skilled workers usually aim to 
create special incentives to encourage those workers to 
migrate and settle in the host country. Typical policies 
employed include tax-breaks, the fast-track issuing of 
work permits and relaxed requirements for obtaining 
temporary and/or permanent resident status. In many 
cases, OECD countries have introduced special skill 
shortage lists, which specify the sought-after skills 
needed to qualify for the relaxed entry rules. Some ex-
amples of the professions mentioned in the short lists 
include researchers and scientists, corporate executives, 
engineers and professional health workers (10).

Mikko Heikkilä

5	  For migrants coming from outside the European Economic Area, 
comprised of the 27 EU members plus Iceland, Liechtenstein and 
Norway.
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