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Abstract
To what extent does commuting reduce urban — rural and regional wage disparities?
This question is addressed by estimating two sets of earnings functions (based on 2000
LFS data for Estonia, Latvia and Lithuania): with location variables (like capital city,
rural etc.) measured at the workplace and at the place of residence. The main finding is
that in Estonia and Latvia commuting has significantly narrowed the ceteris paribus
wage gap between capital city and rura areas, as well as between capita and other
cities. In Lithuania only residents of urban areas in the capital county manage to catch
up significantly with the capital, while overall urban-rural gap remains amost
unchanged. So different outcomes are explained by country-specific skills composition
of rural — urban commuting flows and wage discrimination against rural residents in
Lithuanian urban markets. Individual gains to rura — urban or inter-city commuting
(both with and without correcting to selectivity) are uniformly big in Latvia but on

average negligible in Lithuanian urban areas.

Key words: commuting, earnings functions, treatment effects model, wage disparities,
Baltic States, ethnic minority.
JEL classification: J31, J61, R23, D63, C31, C35.

8 This research was initiated while working on a background paper for OECD (2002) survey on labour
markets in the Baltic States and continued during my visits to IZA and ZEI (University of Bonn). | thank
OECD, IZA, and ZEI for support. All opinions expressed are those of the author and have not been
endorsed by any institution.



I ntroduction.

The Baltic States, despite their small geographical size, feature considerable regional
variation in earnings level. According to most recent available enterprise surveys,
reported average gross wage in the capital city exceeds the one in the rest of the country
by 40 percent in Latvia and by about 30 percent in Estonia and Lithuania. At the same
time employees in the poorest counties of Estonia and Lithuania earn less than 80
percent of national average, while the poorest districts' in Latvia and Lithuania are
below 70 percent of thislevel.

Of course this comparison does not account for different occupational and industrial
structure of employment. However, earnings functions based on year 2000 Labour
Force Survey data (see Tables 7) revea wage differentials of more than 40 percent
between capital and rural areas outside capital region in Estonia and more than 30
percent in Latvia even when employee and job characteristics, as well as locd
unemployment rate, are controlled for; differentials between capitals and other urban
areas exceed 20 percent (similar to Poland in 1998, see Newell (2001), Table 9). In
Lithuania respective differentials are about 10 percentage points smaller than in Latvia
but still significant.

On the other hand, employment opportunities (see Table 5) are much better in urban
areas than in the countryside, as well as in capitals compared to other cities. Combined
with high housing prices in the capitals and overall small distances, such differentials
can generate a lot of commuting, mostly (but not only) towards capitals, with gains to
typical commuters going beyond compensation for travel expenses. Indeed, more than
40 percent of full-time employees residing in Latvian and Estonian rural areas and more
than 60 percent of their Lithuanian counterparts travel to workplace in another (usually
urban) municipality; commuting from small citiesis also substantial (Tables 4a, 4b).

To what extent does commuting reduce spatial wage disparities? In other words, we
know that an employee working in Tallinn earns, on average, 38 percent more than
otherwise similar employee working in the countryside. What if we compare employees
living in Tallinn and in the countryside? Given how many of the rural residents work in
cities, one should expect the latter differential to be significantly smaller than the

! 10 Lithuanian counties are further subdivided into 12 main towns (cities) and 44 districts; similarly,
Latvia (where counties do not exist) consists of 7 main cities and 26 districts.



former. This suggests that urban — rural income disparities, high as they stand?, could be
even higher without commuting (it takes some doing to prove it rigorously though). As
preventing rural areas from depopulation is one of the nationa priorities in the Baltic
States, we expect to find some support for commuting-promoting public policies.

Recent literature on commuting is overviewed in Section 2. Section 3, after presenting
and comparing basic facts about commuting in the three countries, analyses the impact
of commuting on urban and rural labour markets, including occupational composition of
labour supply. We show that commuting reduces (at least in the short run) welfare
disparities between capital cities and rural areas.

Our main research question is approached in Section 4, where earnings functions with
controlling for job location and for residence are compared. We discover that effect of
commuting on wage disparities is country- and region- specific. We also test whether
wage discrimination against commuters exists at their workplaces. Individual gains to
rural-urban or inter-city commuting are evaluated in Section 5; treatment effects model
is applied to correct for selectivity bias. Here we also estimate returns to commuting
distance and show how wages decline with distance from the capital city. Section 6 is
devoted to determinants of commuting decision, including education, gender, ethnicity
and local labour market conditions. Section 7 summarises main findings and briefly
discusses relevance of spatial mismatch and intervening opportunities hypotheses in the
Baltic context.

2. Literaturesurvey.

Although the issue of commuting has been thoroughly investigated in labour
economics, urban economics and regional science both theoretically and empiricaly,
the debate is till alive. The spatial mismatch hypothesis (see Kain (1968, 1992)) has
been recently supported by search equilibrium models in Brueckner and Martin (1997),
Arnott (1998), Zenou and Wasmer (1999), Zenou (2000), Adams (2001), Coulson et al
(2001), McQuaid et a. (2001), So et al. (2001), Brueckner et a. (2002); these authors,
aswell as Sen et a. (1999), Yamaga (2000), Webster (2000), Martin (2001) and Wrede
(2001) discuss welfare implications and policy recommendations. While al models
predict longer commutes for low skilled workers, the spatial structure in Brueckner et

2 According to Household Budget Surveys 2000, per capita disposable income in rural areas was on
average just 67 — 69 percent of that in urban areas. Moreover, rural — urban income ratio has fallen since
1996 when it was 76 percent in Estonia and Lithuania, and 90 percent in Latvia.



a. (2002), where high income residents live near the center (like in a number of
European cities), differs from the one predicted by standard urban economic models and
de-concentration (preferences for smaller density) hypothesis, with high income group
dispersed in the suburbs or small cities®.

Housing markets have been included in models by Kain (1997), van Ommeren et al.
(1997, 1999, 2000a), Rouwendal (1998,1999), Muellbauer and Cameron (1998). Harris
— Todaro type model of migration with housing market by Brueckner and Kim (2001)
gives useful insights for commuting theory as well.

Thomas (1998) and van Ham et a. (2001) have found empirical support for the
mismatch hypothesis, while Taylor and Ong (1995) have not. Ethnic, gender and other
specia groups issues in the context of commuting are discussed also in van Ommeren et
al. (1998), Gottlieb and Lentnek (2001).

Different methods and data lead to estimates of marginal willingness to pay for
commuting from rather high to surprisingly low (see Zax (1991), van Ommeren et al.
(2000b), Rouwenda and Meijer (2001), Timothy and Wheaton (2001)). In this context
Cooke and Ross (1999) rise the selection bias issue, while Redmond and Mokhtarian
(2001) argue and give some evidence that commuting as such "is not unequivocaly a
source of disutility..."

A wide literature is devoted to spatial models explaining commuting flows between
given sources and destinations in terms of their size (importance) and distances between
them (see Akwawua and Pooler (2001) and references therein).

However, to our knowledge, there has been no research dealing with commuting in
transition context. Moreover, apart from forthcoming OECD (2002) study (see aso
Hazans et al (2002)) there have been very little research about Baltic labour markets in
the 3 country framework in general; we can recall only Smith (2001).

% The latter has been recently supported by evidence from US and Netherlands in Benkow and Hoover
(2000), Rouwendal and Meijer (2001)). Interestingly, Baltic capitals feature a mixture of these two
models.



3. Patternsof commuting and itsimpact on urban and rural labour markets

For the purposes of this paper we define commuters as employed persons whose
workplace is located in other municipality than their residence; each city is considered
as one municipality (even if it is administratively subdivided in smaller districts, asit is
the case for Rigaand Tallinn). According to year 2000 data (Tablel), about 20 percent
of al employed in the Baltic States are commuters in this sense. In rura areas
proportion of commuters among full-time employees® is 43 percent in Latvia, 48
percent in Estonia and 67 percent in Lithuania (Table 1). High commuting rates in the
rural areas explain (at least in part) why rural unemployment rates do not exceed the
urban ones (they are even lower in Latviaand Lithuania, see Table 1).

Average commuting distance of full-time employees who live in the countryside and
work in the cities is 24 km in Estonia and 21 km in Latvia. Those who commute to
capital cities from esewhere make on average 41 km in Estonia and 36 km in Latvia
Only 8 to 9 percent of the employees in Latvia and Estonia work more than 20 km away
from home, and 4 to 5 percent more than 30 km. Long distances are more likely to be
made by rura residents. Average distance between residence and workplace for full-
time employees in Estonia is just 9 kilometers (see Table 2 and Table 4A for other
details). While these figures might look low by big country standards, one has to keep in
mind that in the Baltic States 10 — 15 km away from the borders of capital cities bring
you into a different world.

While rural areas are net senders of workforce and capital cities are net receivers of
workforce in al three countries, other cities are on average net senders in Latvia but net
receiversin Estoniaand Lithuania (details are found in Tables 3 and 5).

Spatial patterns of (between-municipalities) commuting differ among the three
countries. Commuting from urban areas surrounding capital is amost completely
oriented towards capital city in Latvia, while in Lithuania this accounts only for 35
percent of commutes (remaining part happens mainly between the small towns within
Vilnius county and to some extent towards other urban and even rural areas).
Commuting from other cities in Lithuania goes in equal proportions to urban (outside

Vilnius county) and rural areas, while in Latvia again flow to Riga accounts for about

* Hereafter we focus on full-time employees because our methodology relies on wage regressions. Those
who live or work abroad are excluded.



50 percent of all cases, and flows between other cities only for 10 percent; Estonia is
somewhere in between these two patterns, closer to Lithuanian one. Commuters from
the countryside are predominantly absorbed by cities other than capital (51 percent in
Estonia, 46 percent in Latvia, 58 percent in Lithuania); share of capital city is more than
30 percent in Latvia and Estonia but just 13 percent in Lithuania. In contrast with big
citiesin US (see e.g. Zax and Kain (1996)), there is very little reverse commuting from
capital cities to suburban areas: less than 1 percent in Lithuania, 2.5 percent in Estonia,
and 3 percent in Latvia. See Tables 4a, 4b for details.

Table 5 documents that net inflow of commuters (including self-employed) in each of
the three capitals accounts for 11 (Talinn), 13 (Riga) and 15 (Vilnius) percent of
resident labour force (which is not much below unemployment rate in Tallinn and Riga
but dightly above it in Vilnius). Net inflow of full-time employees into Tallinn, Riga
and Vilnius accounts for 14 to 16 percent of resident full-time employees. Net outflow
of full-time employees from rural markets as proportion of resident full-time employees
amounts to one sixth in Latvia, one quarter in Estonia and more than one third in
Lithuania®. Urban markets outside capitals districts experience very modest net outflow
in Latvia, but considerable net inflow in Estonia and especially Lithuania; however,
urban areas around capital cities in all three countries see big net outflows (Table 3).
Commuters from elsewhere constitute 15 to 17 percent of full-time employees working
in the capitals and from 16 to 26 percent in other cities;, in the countryside this
proportion is as high as one quarter in Estonia, one third in Latvia and almost one half
in Lithuania (Table 5).

Notice that migration and job relocation processes in the Baltic States are slow.
According to LFS data, just 1.3 percent of full-time employees in Estonia have changed
the type of territory they live in during 1999; net inflow into Tallinn was 1.6 percent and
into other cities 0.8 percent, net outflow from the countryside was 0.8 percent. Weights
of Tallinn, other cities and rura areas in distribution of full-time employees by
workplace during the same period have changed from 36.7, 41.5 and 21.8 percent to
36.9, 41.6 and 21.5 percent.

® Source: own calculations based on LFS data. Estonian LFS has a question on commuting distance. For
Latviawe have used as a proxy distance between the centres of respective municipalities (Latvian LFS
provides 4 digit territory codes; Rigais subdivided into 6 districts, while each of the other citiesis one
municipality).

® Notice that both net outflow from rural areas and difference in job access between capita city and
countrysideislargest in Lithuania (Table 5).



Alternative internal migration data (source: statistical yearbook of Estonia, 2001) report
net immigration to urban areas about 0.1% of total population per annum. This justifies
partial equilibrium anaysis, assuming for a moment a hypothetical situation without
rural-urban and inter-city commuting and unchanged distribution of jobs and residences
among the three types of territories - capital city, other cities and rural areas. Figures
presented above show that in such situation unemployment (open and hidden) would
increase dramatically in rural areas of each of the three countries and decrease in the
capitals’. A huge gap in unemployment rates would emerge between Riga and the rest
of Latvia, as well as between capitals and rural areas in Estonia and Lithuania. Simple
supply-demand analysis (or the ‘wage curve' argument, see Blanchflower and Osvald
(1994)%) suggests that at the same time wages of employees would increase in the
capitals and fall in rura areas. Commuting thus does indeed reduce (at least in the short
run) welfare disparities between capital cities and rural areas, and it makes sense to try
to measure this effect, which is the very purpose of present paper.

Comparison of educational and occupational structure of employees by residence and
by job location (Table 11) revedls an interesting difference between Estonia and Latvia
on one hand and Lithuania on the other. In Estonia and Latvia commuting results in net
decrease of both average educationa attainment and average skills level (as well as
quantity) of rural employees (most educated and skilled people commute to cities) and
slight improvement® in quality (in addition to above documented increase in quantity) of
labour supplied to the capital cities. In Lithuania composition of rural employees
remains amost unchanged (those who commute to cities are typical or just above
average rural employees), while average quality of labour in Vilnius clearly (although
not strongly) worsens. A common feature of all three countries is that commuting
compensates shortage of skilled manual workersin capital cities.

" Analysis of 4 digit occupation codes of commuters to and from Riga, as well as codes of last job and
certified professions of unemployed residents of Riga shows that roughly half of the jobs occupied by
commuters to Riga could have been potentialy filled by unemployed residents and commuters from Riga
(mostly by the former). Similar analysis for Vilniusis less reliable (Lithuanian LFS provides only 3 digit
occupation codes and does not have a question on certified profession) but also reveals that a big part
(although most likely no more than 60 percent) of the commutersto Vilnius are 'crowding out' residents.

® Our estimates of the earnings functions confirm existence of wage curve in Latviaand Estonia.

°In Latviaonly in terms of education.



4. Measuring the effect of commuting on regional earnings differentials.

Our approach is based on estimating two sets of earnings functions (based on 2000 LFS
data for Estonia, Latvia and Lithuania'®): with geographical variables (like capital city,
rural etc.) measured at the job location and at the place of residence. Earnings
differentials (e. g. between capital city and rural areas) derived from the first set of
functions show by how much earnings of an employee working in a capital city exceed
earnings of an employee working in rura areas, controlling for personal and human
capital characteristics of the employee, as well as his occupation, sector of economic
activity of the enterprise and ownership sector it belongs to. Similar earnings
differentials derived from the second set of functions show by how much earnings of an
employee living in a capital city earns more than an employee living in rural areas
(controlling for the same factors). When the second differentia falls short of the first
one, the reduction should be attributed to commuting: some people live in rura areas
but work in the capital city etc.

Tables 6a, 6b present the results when capital districts are not separated from other
urban™* and rural territories outside capitals. As one can see from Model 2 in Table 6b,
commuting narrows the ceteris paribus wage gap between capital city and rural areas by
15 percentage points in Estonia and by 9 percentage points in Latvia. The gap between
capital and other citiesis reduced by 6 percentage points in Estonia and by 8 percentage
pointsin Latvia. This suggests that both residents of rural areas and of small cities gain
from commuting.

In Lithuania, by contrast, there is little (statistically not significant) difference between
regional differentials by workplace and by residence. Estimated commuting-driven
reduction in the wage differential between Vilnius and small cities is just 2 percentage
points, and between Vilnius and rural areas — 4 percentage points. This is despite almost
half of employees residing in rural areas work in cities (Table 4b) and indeed enjoy
significant earnings gains (see Section 5). The reasons are found partly in the fact that
rural-urban flows of commuters in Lithuania are dominated by manua workers (see
Table 11 and comments in Section 3) and partly in wage discrimination against

commuters from the countryside in urban markets (explored further in this section).

19 For Estoniaand Latvia 1999 results are available as well.
" However, dummies for Ventpils (Latvia), Kaunas and Klaipeda (Lithuania), where wages are
significantly higher than in other urban areas, are included in the models.



Table 6b suggests also that for rural residents of Estonia and Latvia during the 1999
recession (caused by the Russian financia crisis of 1998) commuting had less impact on
wage differentials than in 2000, but it goes the other way around for residents of small
cities.

When occupation is not controlled for, wage differentials we are looking at (urban —
rural and capital city — small cities) tend to be larger (see Table 6a): not only similar
jobs are better paid in "better" places, but it is a bit easier to find a better occupation
there, given one's age, gender and education. However, this advantage seems to be very
little exploited by commuters from rural areas in Latvia and Lithuania, where the wage
effect of commuting without occupation control tends to be weaker (Table 6b, right
panel; Table 7), although not statistically significantly so.

To account for the special role of capital districts, where commuting towards capital
cities is much more intensive than elsewhere (see Table 4a, 4b), both urban and rurad
areas outside the capitals were subdivided into two categories (inside and outside capital
district). Results presented in Table 7 shed some light on situation in Lithuania: the only
differential there substantially (by 9 percentage points) reduced by commuting is the
one between Vilnius and urban areas in Vilnius county. In Latvia, by contrast, there are
three such differentials: residents of cities within Riga district, as well as urban and rural
residents outside Riga district seems to be successful in catching up with Riga residents
(respectively by 12, 9, and 11 percentage points). So the processes behind very modest
(just 2 percentage points) and not significant reduction in the wage gap between urban
and rural areas outside capital districts are very different in Latvia and Lithuania.

In Estonia rural residents outside capital district seems to gain more from commuting
than their urban counterparts. More interestingly, in contrast with the other two
countries, residents of rural areas surrounding Tallinn earn even more (although not
significantly) than otherwise similar residents of the capital city. This suggests that
some of the high wage earners have started to move from sleeping districts of Tallinn to
own houses in rural areas nearby.

One possible reason why commuting in Lithuania does not have a significant effect on
urban-rural earnings gap is that commuters from the countryside do not receive fair pay
at their workplaces. Table 8 presents results derived from earnings functions augmented
with dummies for different types of commuters and estimated separately for employees
working in capital city, other urban areas and rural areas. Indeed, in Vilnius commuters

from rural areas earn 16 percent less than local employees of the same age, education,



gender, ethnicity, type of contract (permanent or temporary), and enterprise ownership
sector (this holds both with and without controlling for industry and occupation). In
other cities discrimination against rural residents is smaller (8-9 percent) but still very
significant. This finding is fully consistent with estimated urban — rural differentials in
reservation wages of unemployed in Lithuania (results are available on request), which
in turn have to do with scarcity of paid jobs in rural areas (see section 3 and Table 5).
Employers discrimination cannot be excluded as well (residence of an applicant is
readily available from his passport). By contrast, there is no evidence of such
discrimination in Estonian urban markets and very weak (4-5 percent, statistically not
significant) signs of discrimination in Latvia; recall that commuters from Estonian and
Latvian countryside are on average even more educated and skilled than resident urban
employees.*? On the other hand, in al three countries urban residents working in the
countryside find better industry/occupation combinations than their otherwise similar
local counterparts, and, furthermore, are better pad than locals with same
characteristics, industry and (mgor group of) occupation; the latter differential is 21
percent in Lithuania and 9-10 percent in Latvia and Estonia, but without industry and

occupation controls - respectively 28 and 19-21 percent.

5. Individual gainsto commuting and job location

Observed wage gains to commuting are found by estimating an earnings function
augmented with dummy for commuters and regional dummies by residence (selection
issue is dealt with later on). Recall that commuters in this paper stand for those whose
job is located not in the same municipality as residence. Moreover, as far as rura
residents are concerned, in this section (and in Table 9), only commuters to cities are
considered to make the results comparable with those of section 4; this does not change
the results qualitatively. As the focus here is on individua gains rather than urban-rural
differentials, and employment opportunities might be very different at residence and job
location, we do not control for ownership sector, industry, and occupation in the wage
equation (in contrast with equations discussed in Section 4); this is partly compensated
by more detailed education classification (6 categories instead of 3).

12 This does not hold for commuters from rural areas outside capital county to Tallinn; when this group is
considered separately, it appears that they earn 9 percent less than Tallinn residents, other things equal,
but the differential is not statistically significant.

10



Results reported in Table 9 (rows "Independent equations estimate") show that in Latvia
commuters from urban (outside Riga) or rural areas earn on average 16-17 percent more
than otherwise similar non-commuters from the same region and type of residential
area. These differentials are sSignificant a 1% level. Commuters from urban
(respectively, rural) areas in Riga district gain more (respectively, less) than those living
outside. Situation is similar for commuters from the countryside in Lithuania, athough
gains to working in cities are just 11 percent on average. Commuters from Lithuanian
cities earn just 7 percent more than non-commuters, other things equal; this differential
is marginally insignificant; when cities nearby capital are excluded, it narrows down (in
contrast with Latvia) to 5 percent and becomes very insignificant. Observed wage gains
for residents of Estonian rural areas working in the cities are higher than in the other
two countries (24 percent). Consistently with our previous findings (Table 7) and in
marked contrast with Latvia and Lithuania, this gain is larger for rura residents of
capital region (despite wages here are substantially higher than elsewhere in the
countryside also for non-commuters). Available Estonian data do not allow identifying
all commuters between cities.

When residence is controlled for (or if sample is limited to employees residing in urban
or rura areas), the dummy for being a commuter can be viewed as an endogenous
decision variable, and full effect of this variable on earnings has to be estimated jointly
with the decision model. A conventional tool for dealing with this selection issue is
treatment effects model (Maddala, 1983), which in context of this paper consists of two
equations with correlated errors:

(i) Earnings equation regressing log wages on age and its square, education,
gender, ethnicity dummies, dummy for fixed-term contracts, relevant
regional dummies by residence, and dummy COMMUTE.

(i) Probit with dependent variable COMMUTE (a dummy for commuters) and
the following explanatory variables. education, gender, ethnicity, age
groups, marital status and children dummies, regional dummies or relevant
characteristics of local labour market at residence, and instrument(s)
significantly influencing the commuting decision and uncorrelated with
errors in earnings equation (see Puhani (2000) on importance of this point).

Notice that returns estimated in this model are conditional on being hired. Results are
reported in Table 9. In the case of Latvia we have used distance from Riga and dummy

for females with children as instruments (additionally to age group dummies instead of

11



age and sguared). Hypothesis of independence of errors in equations (i) and (ii) is
strongly rejected for all employees, as well as for urban and rural sub-samples.
Unobserved characteristics which promote commuting have a negative impact on
earnings. Maximum likelihood estimate of returns to commuting is about 50 percent in
urban areas (Riga excluded) and about 60 percent in the countryside. In other words,
commuters earn 1.5 to 1.6 times more than they could potentially make being employed
at their residence places.

Similar picture (with 44 percent returns to working in cities) is found in Lithuanian rura
areas. For residents of Lithuanian small cities (as well as for the pooled sample)
treatment effects model produces (insignificantly) negative wage returns to commuting,
suggesting that commuters from urban areas gain mainly in terms of employability;
error correlation is positive (although weak). However, when cities in Vilnius county
are included, hypothesis of independence of errors in wage and selection equations
(under which we found positive "almost significant” returns to commuting) is not
rejected, confirming once again that commuters from these cities gain more than other
urban commuters.

Yet another pattern is found in Estonia. Depending on regional controls in the wage
equation, we found that average commuter from rural to urban areas earns 77 to 93
percent more than he/she could make at residence, but when rural residents of the
capital county are removed from the sample, returns to commuting become negative
(despite observed differential of +21 percent), and error correlation positive. As
instruments in the commuting equation (without county dummies, except for the capital
county) we have used lagged urban and rural county unemployment rates, the former
having negative and the latter positive and very significant impact; severa alternative
specifications lead to similar results. People from rural areas around Tallinn commute
to the capital city, where they earn much more than it would be possible outside Tallinn.
About 90 percent or commuters to cities from countryside outside capital county,
predominantly well educated, end up in cities other than Tallinn; their earning abilities
could alow them to make more money in the countryside if jobs at suitable position in
wage distribution would be available.

Estonian and Latvian data allow estimating returns to distance commuted (Tables 10a,
10b). These returns appear to be substantial (more than enough to cover commuting
costs), although diminishing as distance increases. In Estonia returns are higher for

urban, but in Latvia — for rura residents, who gain from the distance made, be it to

12



urban or rural destination. Longer commutes provide better industry-occupation
combinations.

Table 10a documents another interesting pattern found in Latvia. Other things
(including industry and/or occupation) equal, every 10 kilometers of distance between
the job location and Riga decrease wages by 1.2 percent; this effect is weaker in urban
areas and much stronger in the countryside. Returns to commuting distance are 2 to 3
times higher.

6. Deter minants of the commuting decision

Tables 12 and 13 present estimated logit models, which measure impact of individual
and regional characteristics on the (between-municipalities) commuting decision in
Latvia and Lithuania. Four models compare (i) employees-commuters with other
employees; (ii) al employed commuters with other employed; (iii) al employed
commuters with other economically active (thus alternatives to commuting are working
at the residence place or job-seeking); (iv) al employed commuters with the rest of
population aged 15 or older (thus adding inactivity as alternative to commuting)®.
Other things equal, likelihood of commuting increases with education (except for
Lithuanian rural sub-sample, not shown in the table) and (teenagers aside) decreases
with age; females are less likely to commute. When inactive persons are not considered
(i. e in models (i) — (iii)), teenagers are more likely to commute than persons aged 35
(respectively, 25) and older in Latvia (respectively, Lithuania). Ethnic minorities in
Lithuania are significantly more inclined to commute between municipalities than
Lithuanians. In Latvia as the whole ethnicity does not matter for the commuting
decision; however, when sample is restricted to urban areas (Riga excluded), minority
employees are more likely to commute than Latvians, other things equal.

Residents of capital cities and other big cities are very unlikely to take jobs elsewhere,
while residents of rural areas and districts surrounding capitals are much more likely to
commute than residents of small cities outside capital districts.

In Latvia probability to commute strongly declines as the distance between place of

residence and capital city goes up, thus supporting the gravity centre model (data for

13 We have not pursued more complicated discrete choice models. One possihility could be nested logit
(see Greene (2000)) model, where agent first decides whether to participate in the labour force; those
active are further classified into three categories - unemployed jobseekers, employed at residence
location, and commuters to another municipality. Alternatively, following Rouwendal and Meijer (2001)
mixed logit model (McFadden and Train (2000)) with random coefficients can be used.
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such analysis in the case of Lithuania were not available). When this distance (which is
positively correlated with local unemployment rate and negatively with wages) is
included in the model, neither unemployment rate at residence'® nor local wage rate is
significant. However, when distance is excluded, impact of local unemployment rate
becomes negative, even if only employees are considered (athough not significant in
this case). In other words, negative impact of physical distance from Riga on worker
mobility is stronger than impact of unemployment as a push factor.

In Lithuania both unemployment rate at residence and local wage rate have negative and
significant impact on likelihood of commuting. Negative impact of wage rate has a
natural interpretation but it is not so with unemployment (the distance story does not
work since two of the three counties with highest unemployment rates are close to
Vilnius). Perhaps the fact that unemployment is measured by larger units than in Latvia
(counties rather than districts) plays arole here: given that travel-to-work areaisin most
cases within given county, there are few opportunities for commuting if unemployment
in the county is high. Another explanation could be bad infrastructure in such counties.

7. Conclusions

In each of the three Baltic States labour market in the capital city is subject to net inflow
of commuters comparable to the pool of unemployed, while rura markets see net
outflow varying from one sixth (Latvia) to one third (Lithuania) of full-time employees.
Spatial patterns of commuting vary from essentially monocentric in Latvia to
polycentric in Lithuania.

We have shown that in Estonia and Latvia ceteris paribus wage differentials between
capital city and rural areas, as well as between capital and other cities, are reduced very
substantially when measured by residence rather than job location. In Lithuania the only
differential significantly reduced by commuting is the one between Vilnius and urban
areas in Vilnius county, despite the fact that almost half of employees residing in rural
areas commute to cities and indeed enjoy significant earnings gains. So different
outcomes are explained by (i) spatial patterns of commuting (from essentialy
monocentric in Latvia to polycentric in Lithuania), (ii) wage discrimination against rural
residents in Lithuanian urban labor markets, (iii) country-specific residence location
preferences of high-income earners, (iv) occupational composition of commuters

14 Except for the model where self-employed and employers are added to the employees.
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flows. An additiona reason is probably better family networking between countryside
and capital city in Latvia and Estonia, which promotes job search away from residence
(Coulson et a (2001) show the crucia role of information frictions for spatia
mismatch).

Commuting in Lithuania has some features supporting spatial mismatch hypothesis (in
its general form, without reference to reverse commuting): ethnic minorities™ are more
likely to commute; unskilled labor prevails in rural-urban flows, and skilled labor in the
opposite flows. Although employees with higher education are, on average, more likely
to commute (which is not consistent with the spatial mismatch story), this patterns does
not hold when one looks at rura residents only; moreover, there are indications that
many commuters in Lithuania take up occupations which require less education than
they actually have.

In Latvia results give more support to IOSD (intervening opportunities with spatial
dominance, see Akwawua and Pooler (2001)) model than to spatial mismatch:
commuting is directed predominantly towards capital city; likelihood of commuting
increases with education both in urban and rural areas and falls when one moves further
away from the capital; occupational structure of commuters' flows is closer to host than
to source demand structure; the capital city - countryside gap in educational attainment
of employees widens when measured by job location rather than residence, in contrast
with Lithuania where in narrows.

Individual gains to commuting are uniformly big in Latvia but on average negligible in
Lithuanian urban areas outside Vilnius county.

Our analysis shows that without rural-urban and inter-city commuting a huge gap in
unemployment rates would emerge between capitals and the countryside, while wages
of employees would increase in the capitals and fal in rural areas, thus widening urban-
rural income gap™® which is aready now an issue of socia concern. While some
individuals gain and some (e. g. resident employees in capital cities) lose as the result of
commuting, national output (and therefore income per capita) goes up because of shift
of labor from rura areas (where productivity is well below national average, especialy

> In Lithuania ethnic minorities are, on average, less educated than Lithuanians: among minority full-
time employees 16 percent hold university education, compared to 26 percent among Lithuanians,
moreover, unexplained ethnic wage gap amounts to 7 percent. In Latvia and Estonia minorities are not
less educated, but are under-represented among managers and professionals, unexplained ethnic wage
gaps are 7 and 18 percent respectively (Hazans et a (2002); OECD (2002)).

18 This part of wage effect of commuting has not been measured in present paper, but it has the same sign

as the measured effect (conditional on given wages).
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in Latviaand Lithuania) to capital cities (with above average productivity)*’. To see that
thisis the case, notice that in Riga and Vilnius only about a half of the jobs occupied by
commuters could have been potentially filled by unemployed residents and current
outgoing commuters (see footnote 6), while there are very few vacant jobs (apart from
low productive farming) in the countryside in case if current commuters would stay
there. Recall that conventional measures of welfare (see e.g. Grun and Klasen (2001))
are positively related to per capita income and negatively to income inequality. By
showing that commuting raises the former and reduces the latter’®, our findings provide
support for commuting-promoting public policies, especialy taking into account that
preventing rural areas from depopulation is a way to protect national identities of the
Baltic States. Of course such alternatives as creating remote workplaces and stimulating
entrepreneuria activities in the countryside have to be considered as well.
Acknowledgements. Torben Andersen (CEPR), Kenneth Smith (Univ. of Millersville),
Ken Troske, Rene Fahr, Hielke Buddelmeyer, Winfried Koeniger, Marco Leonardi
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Table 1 Proportion (%) of employed per sons whose residence and main job are
located in different municipalities. The Baltic States, 2000.

Country Estonia ® Latvia ° Lithuania ®

Residents All Urban Rural All Urban Rural All Urban Rural
Commuters/employed 21.5 13.0 42.7 17.3 127 284 22.7 10.1 453

Commuters/full-time 23.0 135 48.4 19.3 126 43.3 23.0 9.6 66.5
employees

Unemployment rate 13.7 13.6 13.8 145 15.8 10.9 14.7 16.7 11.0

Note: Employees working abroad (less than 1 percent in all cases) excluded.

Source: @ Statistical office of Estonia (annual average data). ® LFS (May 2000) data and author's
calculations.

Table 2 Full-time employees ? by distance between residence and the main job.
Estonia and L atvia, 2000.

Percent
Estonia Latvia

Total Urban Rurd Total Urban Rural
na 3.7 3.6 3.9 0.0 0.0 0.1

up to 10 km 75.3 80.3 62.9 79.3 819 67.6
11 -20km 12.4 10.1 18.0 12.5 114 175
21-30 km 4.4 3.6 6.6 2.9 25 4.6
31— 50 km 2.3 1.2 51 3.2 2.8 5.2
51-100 km 1.0 0.5 2.3 1.7 1.1 4.4
> 100 km 0.9 0.7 1.3 0.4 0.3 0.6

Table 3 Full-time employees ? by residence and workplace.
The Baltic States, 2000
Percent of all full-time employees

Country Estonia Latvia Lithuania
Residence Workplace ResidenceWorkplace  Residence Workplace
Capital City 32.3 37.0 39.5 45.2 21.2 24.9
Other Urban 39.2 41.4 38.8 36.7 54.5 59.9
Rural 28.5 21.6 21.7 18.1 24.3 15.2
Total 100.0 100.0 100.0 100.0 100.0 100.0
Capital district ° 9.9 6.7 6.6 4.3 8.6 5.3
incl. Urban 1 ¢ 3.4 2.9 3.0 1.9 4.0 3.1
'Special' cities ° - - 1.9 2.0 20.6 22.3
Urban 2 ° 35.8 38.5 33.9 32.8 29.9 34.5

Notes. ®Hereafter employees working or living abroad excluded. ‘Full-time’ refers to the main job and is
defined by respondentsin Latvian and Lithuanian LFS; in the case of Estonia definition is ‘at least 35 hours
usualy worked per week’ (this definition differs dightly from the one used by the Estonian Statistical
office, which counts hours worked in all jobs).
b Harju county excl. Tallinn (Estonia), Riga district excl. Riga (Latvia), Vilnius county excl. Vilnius
(Lithiuania).
¢ Urban areas in Capital district. 4 port of Ventspils (Latvia); Kaunas and port of Klaipeda (Lithuania).
All urban areas excluding: capita city, Urban 1 and ‘ special’ cities.

Source: Author's calculations based on LFS data (Q1 and Q2 for Estonia, May for Latvia and Lithuania).
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Table 4a Full-time employees ® by residence and wor kplace. Estonia, 2000.
Percent within given residence (average commuting distance in parentheses)

Residence
Job location Tallinn Urban 1° Urban 2 © Rural
Tallinn 97.3 (7) 25.4 (21) 2.0 (103) 14.1 (36)
Urban 1° 1.0 (10)¢ 67.9 (4) 0.0 1.0 (52)¢
Urban 2 © 0.2 .. 0.0 ... 89.7 (6) 22.1 (15)
Rural 1.5 (22) 6.7 (16)d 8.3 (17) 62.8 (6)
Total 100.0 (9) 100.0 (9) 100.0 (8) 100.0 (13)
Different from 2.7 20.7 ¢ 48.4 9
residence

Table 4b Full-time employees ® by residence and wor kplace.
Latvia and Lithuania, 2000

Percent within given residence

Latvia Lithuania
Residence Residence
Job location Riga Urban Urban Rural | Vilnius Urban Urban Rural
1° 2" 1° 2"
Capital city 95.4 445 9.5 13.7| 98.2 235 0.9 8.6
Urban 1° 0.8 46.1 (0.1)¢ 0.7 0.0 64.3 0.0 1.7
'Special’ cities ° 0.0 0.0 0.2 0.4 | (0.5) 1.2 2.1 7.2
Urban 2 1.3 (0.9 828 19.1| (0.7)° 6.1 90.2 303
Rural 2.5 8.5 7.4 66.0 | (0.6)° 2.7 6.8 52.2
Total 100.0 100.0 100.0 100.0| 100.0 100.0 100.0 100.0
Different from
residence 4.6 54.7 19.0 433 1.8 66.2 14.4  66.5
Notes: & Employees working or living abroad excluded. ° Urban areas surrounding capital city, i.e.

belonging to Harju county (Estonia), Riga district (Latvia), Vilnius county (Lithuania). © All urban areas
excluding Tallinn and Urban 1. ¢ Based on less than 10 observations. ® Port of Ventspils (Latvia); Kaunas
and port of Klaipeda (Lithuania). " All urban areas excluding: capital city, Urban 1 and ‘ specia’ cities.
Source: Author's calculations based on LFS data (Q1 and Q2 for Estonia, May for Latvia and Lithuania).

9 Statistical office of Estonia (annual average data).

Table5. Accessto Paid Jobsand Impact of Commuting in Urban and Rural

Labour Markets. The Baltic States, 2000.

Estonia Latvia Lithuania
Tallinn  Other Rural | Riga Other  Rural | Vilnius Other Rural
Urban Urban Urban
Access to Jobs * 90.8 83.2 57.1| 92.8 72.3 494 93.9 81.5 305
Net Inflow:
All employed ° 11.0 4.4 -18.1| 12.8 -5.0 -9.3 14.8 5.9 -15.8
Ful-time ° 10.4 42 -16.3| 11.1 -4.0 -8.7 12.4 6.0 -14.8
Employees  © 14.4 58 -242| 145 -5.8 -16.6 16.3 8.6 -35.2
Share of ¢
commuters 15.1 255 236 | 16.7 16.3 32.0 15.6 20.6 46.6
Unemployment 12.8 15.1 13.7| 141 175 11.0 13.9 17.7 10.8

Notes: *Number of all employees working in the area as percent of resident labour force. ® Commuting
inflow less outflow as percent of resident labour force © Commuting inflow less outflow as percent of
resident full-time employees. ¢ Commuters (full-time employees) working in the area as percent of all
full-time employees working in the area. Source: Hereafter author's calculations based on LFS data (Q1
and Q2 for Estonia, May for Latvia and Lithuania).
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Table 6a Ceteris paribus urban-rural wage differentials (percent) @
in the Baltic states, 1999-2000

Country Estonia Latvia Lithuania
Monthly wage  Job Job Job

Model differential  location Residence location Residence location Residence Year
Model 1 capital city/ ~ 26.0 18.1 17.9 5.5 1999
(without  other Cities®  24.1 18.0 19.8 10.5 13.2 10.5 2000
°§§ﬁ3‘3};‘3” Other Cities/ 9.9 0.8 10.0 13.8 1999
Rural 11.6 41 8.0 8.7 8.1 9.8 2000
Capital city/ 39.0 29.6 29.7 20.0 1999
Rural 38.5 22.8 29.4 20.2 22.3 21.3 2000
# obs. 2444 2444 3690 3690 2469 2469 2000
R-squared  0.389 0.367 0.430 0.421 0.403 0.405 2000
Model 2 capital city/  25.0 18.0 16.6 6.2 1999
(with  Other Cities ~ 21.4 15.2 17.9 10.1 11.7 9.5 2000
°§gﬁ3§}g” Other Cities/ 8.7 7.3 8.7 10.7 1999
Rural 10.3 3.1 6.4 5.9 8.8 7.6 2000
Capital city/ ~ 35.4 26.7 26.8 17.5 1999
Rural 33.9 18.8 25.4 16.6 21.5 17.9 2000
# obs. 2444 2444 3690 3690 2424 2424 2000

R-squared 0.461 0442 0528 0521 0484 0483 2000

Table 6b Wage effects of commuting in the Baltic States, 1999-2000

Reduction of wage differentials Reduction (Model 1) less

due to commuting, Reduction (Model 2),
percentage points percentage points
Monthly wage
Model differential EE LV LT EE LV LT Year
Model 1 Capital city/ 7.9 12.5 n.a. 0.9 2.0 n.a. 1999
(without  Other cities” 6.1 9.3 2.7 -0.1 1.5 0.3 2000
occupation  ypar cities/ 0.1 -3.9 n.a. -1.1 -1.9 na. 1999
controls) Rural 7.5 0.7 1.7 0.3 11 2.9 2000
Capital city/ 9.4 9.6 n.a. 0.7 0.4 na. 1999
Rural 15.7 9.3 1.0 0.6 0.5 -2.6 2000
Model 2 Capital city/ 7.0 104 n.a. 1999
(with Other cities 6.2 7.8 2.4 2000
occupation  yher Cities/ 1.2 2.0 n.a. 1999
controls) Rural 7.2 0.4 1.2 2000
Capital city/ 8.7 9.2 n.a. 1999
Rural 15.1 8.8 3.6 2000

Notes: ? Controls include: education (3 categories), gender, age and its square, belonging to ethnic
minority, having temporary or seasona job, ownership sector (public or private), sector of economic
activity, lagged unemployment rate at job location and (in Model 2) occupation. ° Other cities stand for
al urban areas excluding: Riga and port of Ventspils (Latvia); Vilnius, Kaunas and port of Klaipeda
(Lithuania); Tallinn (Estonia). Capital city/Other cities wage differential is calculated as exp(b)-1,
where b the coefficient of the Capital city dummy (the reference group consists of employees working in
Other Cities) in the regression of log earnings on regional dummies and control variables mentioned
above. Capital city/Rural differentia is obtained in a similar way, and Capital city/Rural differential is
derived. Only full-time employeesincluded. All differentialsin Table 6a are significantly different from O
at 1% level, with robust standard errors between 0.02 and 0.03.
Table 7 Ceteris paribus urban-rural wage differentials (percent) .

Estonia, Latvia and Lithuania. 2000
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Country Estonia Latvia Lithuania

Monthly wage  Job Resi- Reduc  Job Resi- Reduc Job Reduc
Model differential loc. dence -tion " loc. dence -tion® Loc. Resid. -tion”

Model 1 capital city/

(without  yrpan1 (88) (L0) 78 187 (14) 173 232 141 91
occupat|on

controls) Capital city/
Urban2 28.3 242 41 23.5 14.2 93 118 95 2.3
Capital city/
Rurall 171 (-2.2) 19.3* 9.7 10.8 -2 260 26.7 -0.7
Capital city/
Rural2 48.2 384 938 36.6 25.2 114 211 196 1.6
Urban2/
Rural2 155 114 41 10.7 9.6 11 83 9.2 -0.9
# obs. 2444 2444 3690 3690 2469 2469
R-squared  0.396  0.388 0.432 0.424 0.404 0.406
Model 2 Capital city/
(with Urbanl (6.6) (-2.00 8.6 14.5 (2.9) 11.6 182 10.0 8.3
occupation Capital city/
controls) Urban2 25.5 21.3 4.2 21.6 13.1 85 10.6 8.8 1.8
Capital city/
Rurall 148 (-3.4) 18.2* 84 8.2 0.2 292 253 4.0
Capital city/
Rural2 42.9 328 100 31.8 21.0 10.9* 196 156 3.9
Urban2/
Rural2 13.8 9.5 4.3 8.5 7.0 1.5 81 6.3 1.8
# obs. 2444 2444 3690 3690 2424 2424
R-squared  0.468 0.461 0.530 0.523 0.485 0.484

Notes: ? Controls include: education level, gender, age and its square, belonging to ethnic minority,
having temporary or seasonal job, ownership sector (public or private), sector of economic activity (15
major NACE sectors), local unemployment rate (according to working place) and (in Model 2)
occupation (according to 9 major ISCO groups). Urbanl, Urban2 and Rurall, Rural2 denote urban
and rural areas inside and outside county (Estonia, Lithuania) or district (Latvia) surrounding the capital
city. Only full-time employees included. Differentials are derived as explained in Notes to Table 6.
Differentials shown in parentheses are not significantly different from 0 at 10% level, other are
significantly different from O at 1% level with robust standard errors between 0.02 and 0.04 (in one case
significance is a 5%).

® Percentage points. * Reduction significant at 10% level.
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Table 8 Ceteris paribus commuter s-residents wage differentials (per cent)
by job location. Latvia and Lithuania. 2000

Country Estonia Latvia Lithuania
Job location Job location Job location
Commuters Tallinn  Other Riga Other Vilnius Other
from Urban Rural Urban Rural Urban Rural
Model 0 (without industry and occupation controls)
Capital 160 °© 1.3 c d c c
tvalue 0.96 -0.13
Ubanl® 120 na ° 68 c c 3.3 c c
tvalue 103 1.18 0.32
Uban2® g1 na 212 -26 56 194 d 6.7 275
tvalue  _ggg 3.69++ -0.61 0.88 2.74” 111 3.38"
Ruralareas g g -0.1 na -67 -52 134 -155 -88 94
tvalue 1.20 -0.02 -1.25 -1.40 2.047 -2.727 -3.117 1.57
# obs. 541 1286 751 1584 1382 724 615 1560 367
R-squared 0303 0.223 0.186 0.247 0.311 0.266 0.307 0.280 0.395
Model 2 (with industry and occupation controls)
Capital 8.8 c 06 c c c
t-value 0.70 -0.08
Urban1*  14.6 n.a ¢ 6.5 ¢ ¢ 5.9 ¢ ¢
t-value 1.03 1.19 0.68
Uban2® o6 a4 93 39 17 97 ¢ 57 208
t-value -0.56 1.69* -1.04 029 1.60 -0.95 3.047
Rural areas 5.6 0.9 na. -05 -3.9 8.6 -165  -7.3 4.4
t-value 0.85 0.24 -0.10 -1.40 156 -3.00° -2.737 0.81
# obs. 541 1286 751 1584 1382 724 615 1532 367
R-squared 0442 0.365 0.300 0.491 0517 0.437 0.460 0.376 0.507

Notes: Ratios are derived from earnings functions controlling for: education level (6 categories), gender,
age and its sgquare, belonging to ethnic minority, having temporary or seasonal job, ownership sector
(public or private); Modd 2 includes also sector of economic activity (15 major NACE sectors) and
occupation (according to 9 major 1SCO groups).

3 Urban areas in capital county or district. ® Urban areas outside capital county or district .

¢ Merged with Urban 2.

4 Merged with Urban 1 (due to small number of observations).

77, 7 - significant at 1%, 5%, 10% level respectively.
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Table 9 Individual gainsto commuting:
ceteris paribus wage differentials (per cent) compared to non-commuters
from the same residential area ® The Baltic States, 2000.

Full-time employees, by residence

All UbanB® Urban2°® Rural Rural2®
Latvia # obs. 3690 1430 1188 920 849
# commuters 707 336 209 278 238
Treatment effects model : MLE ~ 55.5 47.9 41.6 58.9 74.4
Z - value 6.9%+* 6.3%** 4.9%** 3.6%** 5.2%**
Error correlation in wage and selection egs.  -0.45***  -0.35*** -0.29%** -0.48***  -0.56%**
Independent equations estimate ' 13.6 17.4 14.9 15.7 19.8
t- value 5.2%x* 4. 9%** 3.7xxx 3.8%x* 4.9%**
Lithuania #obs. 2542 887 814 610 483
# commuters 595 146 110 305 234
Treatment effects model ®: MLE ~ -12.6 -2.4 -55 48.0 54.5
Z - value -11 -0.3 -0.63 3.0%** 3.7%**
Error correlation in wage and selection eqs.  0.32* 0.15 0.17* -0.50** -0.60***
Independent equations estimate” 8.7 7.1 5.3 11.2 12.9
t-value 2.7+ 14 0.9 3.2%*% 3.2%**
Estonia #obs. 953 795
# commuters 322 242
Treatment effects model *: MLE 92.7 -30.1
z - value 3.3+ -1.9*
Error correlation in wage and selection egs. -0.53** 0.62%**
Independent equations estimate 23.9 20.9
t- value 6.2%** 5.0%**

Notes: ® Controls for wage equations include: education (6 categories), gender, marita status, ethnicity, age and
its square, regional dummies by residence, and dummy for commuters to another municipality. For rural sub-
sample presented results refer to the case when this dummy includes only commuters to cities, who are of
primary interest for us, Latvian and Lithuanian results, however, do not change qualitatively when all
commuters are considered (Estonian data do not alow identifying all commuters). Regional dummies: Latvia -
5 regions, with 7 major cities treated separately; Lithuania: 10 counties, with 3 major cities treated separately;
Estonia - 15 counties (reported results) or 5 regions (similar but less significant results) ® Urban excl. capital
cities, aswell as Ventspils (Latvia), Kaunas and Klaipeda (Lithuania); this category was denoted as Other Cities
in Table 6.

¢ Urban B excl. capital region (Harju county in Estonia, Riga district and nearby city of Jurmala in Latvia,
Vilnius county in Lithuania).

9 Rural outside capital region.

® Accounts for endogeneity of commuting decision and for correlation between errors in wage equation and
selection equation. Controls for selection equation: education (6 categories), gender, ethnicity, age groups,
marital status (for Latvia also regional dummies), and strong instruments. The latter include: for Latvia —
dummy for females with children (*) and distance to Riga (***); for Lithuanian pooled and urban samples —log
wage by county (***) in 1999, with 11 biggest cities treated separately; for Lithuanian rural samples - log urban
wage by county in 1999 (**; in this case results are amost unchanged if county dummies are dropped from
wage equation); for Estonia— rural (***) and urban unemployment rates (1999) by county. All results are robust
with respect to change of instruments.

" Observed wage dlfferentlal (commuters vs non-commuters) from the wage equation without accounting

for selection bias. ~, ", " - significant at 1%, 5%, 10% level respectively, based on robust standard errors.
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Table 10a Ceteris paribus® wage effects of distance from capital
and distance commuted °.

Percent per 10 km

Latvia, 2000 Job location Residence (outside Riga)
any any any urban  rural | urban  urban rural rural
g;;f”ce from 12 -12 -11  -10 -18 | 11  -12 19 -22
Commuting 3.7 3.7 4.8 4.5
Industry controls © | yes yes  no yes yes | no yes no yes
Occup. controls yes no no no no no no no no

Table 10b Ceteris paribus® wage differ entials by distance commuted (vs 1 km)

Per cent
Estonia Latvia
Distance
commuted, Urban outside Urban outside
km Tallinn Rural Riga Rural
10 15.8 13.7 12.0 4.9 4.1 19.6 17.5 28.4 23.8
20 21.1 18.2 15.9 6.5 54 26.2 23.3 38.4 32.0
30 242 20.9 18.3 7.4 6.2 30.3 26.9 447 37.0
50 284 244 213 8.5 7.1 355 315 52.9 43.7
100 342 293 255 10.1 84 43.0 38.0 64.9 53.2
250 422 36.0 313 12.2 10.2 53.6 47.2 82.1 66.8
Industry no yes  yes no yes no yes no yes
controls °
Occupation no no yes no yes no yes no yes
controls

Notes: # Controls, apart from shown in the table, include: education (6 categories), age and its square,
gender, ethnicity, marital status, dummies for fixed-term contracts and for job in rural area, and regiona
dummies (4 regions, Riga district and port of Ventspils for Latvia; 15 counties for Estonia). For Latvia,
distance from Rigais controlled also in Table 10b. Endogeneity of commuting decision is not accounted
for. Commuting distance for Estonia is reported in LFS; for Latvia it is imputed using residence and
workplace codes (for employees working and living in the same municipality an average distance of 3 km
is assumed, but varying this constant did not change the results substantially).

¢ 15 major sector according to NACE classification., as well as ownership sector.

All differentials are significant at 1% level. Distance variables are included in linear form in Table 10a
and in logarithmic form in Table 10b. For rural residents in Estonia (but not in Latvia) returns to
commuting are about two times larger when job location in rura areais not controlled for.

Table 11 Full-time employees by education, occupation,
residence (%) or job location (°). The Baltic States, 2000

Percent
Estonia Latvia Lithuania
Education Tallinn Rural Riga Rural Vilnius Rural
a b a b a b a b a a b

University 26 26 12 10 27 28 17 14 35 32 18 17
Secondary © 65 66 71 71 64 63 62 62 56 58 65 66
Less than
secondary d 9 8 17 19 9 9 21 24 9 10 17 17
Occupation
Nonmanual 52 52 34 27 49 47 38 32 52 49 33 31
Skilled ® manual 39 40 54 59 40 42 47 47 38 41 48 49
Unskilled manual 9 8 11 13 11 11 15 21 10 10 19 20

Notes: ©Including comprehensive secondary, secondary with vocational training (secondary technical)
and postsecondary with vocational training (secondary special or college). @ Including basic or less, as
well as vocational after basic. ® Including semi-skilled. Source: Author's calculations based on LFS data
(Q1 and Q2 for Estonia, May for Latviaand Lithuania).
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Table 12 Deter minants of the commuting decision. L atvia, 2000.

Sample
Variable Employees All employed Labour force |Popu|ation aged 15+

odds ratio] tvalue |odds ratio tvalue [odds ratio tvalue |odds ratio| tvalue
Higher education 3.198*** 6.53 [3.033*** 6.59 [3.696*** 7.78 [5.356*** 10.24
Postsecondary or secondary
vocational education 1.812*%* 3.73 [1.964*** 4.65 [2.167** 541 2.761*** 7.16
Secondary comprehensive educ. |1.576*** 2.69 [1.609*** 3.02 [1.753** 3.71 [2.097** 5.08
Vocational (without secondary)
education after basic educ. 1.357 1.3 [1.472* 1.76 [1.587** 2.16 [2.238*** 3.72
Female 0.682** -3.7 [0.731*** -3.15 [0.73** -3.48 |0.609*** -5.39
Female with children 0.685** -2.45 |0.642*** -2.96 [0.678** -2.6 [0.679** -2.56
Ethnic minority 1.076 0.67 [1.105 0.86 10.996 -0.04 0.94 -0.61
Age 15_19 2.962*** 3.58 [2.691** 3.24 |2.003** 2.36 [1.421 1.3
Age 20_24 4.039*** 6.62 |4.188*** 6.71 [3.476*** 6.14 [8.248*** 10.46
Age 25_34 3.863** 7.01 [3.640*** 6.74 ([3.069*** 5.83 [9.785*** 11.96
Age35_44 2.541*** 455 [1.976** 3.42 [1.775"* 2.98 [B.7** 8.96
Aged5_54 1.869*** 3.17 [1.555** 2.24 |1.404* 1.76 14.304** 7.54
Single 1.179 1.39 [1.273* 2.07 [1.129 1.06 |0.997 -0.02
Divorced or widowed 1.244 1.57 [1.304* 1.94 [1.182 1.25 1.118 0.84
Local unemployment rate at
residence. percent 1.009 0.79 [1.025** 2.08 ([1.013 1.13 |1.005 0.51
Riga city 0.026*** -12.99 10.021*** -13.66 |0.023*** -13.63 [0.022*** -13.72
Riga district 1.996*** 3.34 ([2.187** 3.55 [2.028*** 3.38 |1.676*** 2.84
Jurmala ® 1.68*** 242 [1.864** 2.72 |1.651*** 2.33 [1.591** 231
Other big cities 0.187** -6.61 |0.225** -6.04 |0.222*** -6.22 (0.231** -6.13
Rural 1.976** 6.19 [1.425*** 3.03 [1.43*** 3.23 |1.339*** 2.84
Distance between residence and
Riga (per 10 km) ° 0.932*** -4.84 10.906*** -5.97 |0.914*** -5.79 [0.912*** -6.12
Number of observations 5907 7446 8617 15816

Notes: All variables except unemployment rate and distance are dummies. Registered
unemployment rate by 7 major cities and 26 districts has been used.

Reference categories: basic (or below basic) education; males; ethnic Latvians; age 55+; married or
cohabited; urban areas excluding Riga, Riga district and the mgor cities (Jurmala, Jelgava,
Daugavpils, Rezekne, Ventspils, Liepaja).

Method: survey logistic regression. Data: LFS (May 2000).

& Jurmala is a city nearby Riga, usually included (together with Riga district) in so caled Riga
region.

 Distance between residence and Riga is strongly positively correlated with local
unemployment rate (and negatively with local wage rate). When this variable is excluded, local
unemployment rate becomes negative in all specifications (and significant in the last three),
indicating that distance from Rigais alot stronger factor.

¢ For dummy variables odds ratio is ratio of odds to be a commuter:

P(commuting)/(1 - P(commuting) for a given category vs reference category, other things equal.
For unemployment rate (respectively, distance) odds ratio represents the effect of one percentage
point increase of the rate (respectively, 10 km increase of distance).

4 0dds ratios significantly different from 1 at the 0.1, 0.05, and 0.01 level are denoted by *, **,
and *** | respectively. t-values and significance are based on robust standard errors.
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Table 13 Deter minants of the commuting decision. Lithuania, 2000.

Sample
Variable Employees All employed Labour force |Popu|ation aged 15+
odds ratio | t value odds ratio tvalue [odds ratio tvalue [odds ratio| tvalue

Higher education 1.707* 1.88]2.974*** 5.053.265*** 5.816.347*** 9.26
Postsecondary or secondary
vocational education 1.329 1.14{1.843*** 3.311.774*** 3.323.058*** 6.73
Secondary comprehensive educ. |1.02 0.07]1.434* 1.781.439* 1.92.093*** 4.04
Vocational (without secondary)
education after basic educ. 0.841 -0.5/1.112 0.431.036 0.16[1.97*** 3.14
Female 0.211%*  -4.79/0.23*** -5.590.265***  -5.450.253***  -5.89
Ethnic minority 1.876*** 2.77)1.807*** 2.87/1.38* 1.691.223 1.17]
Age 15_19 4.903** 2.482.509** 2.37]1.287 0.731.074 0.25
Age 20_24 3.859*** 4.062.777** 3.8411.852** 2.484.187*** 5.88
Age 25_34 2.577** 3.64(1.79*** 2.761.449* 1.94/4.235%** 7.83
Age35_44 1.944** 2.50/1.436* 1.741.213 1.023.676*** 7.18
Aged5_54 1.569* 1.681.16 0.70.99 -0.053.065*** 6.05
Single 1.133 0.53[1.034 0.180.884 -0.710.763 -1.59
Divorced or widowed 0.964 -0.18/0.841 -0.980.718* -1.840.615**  -2.82
Log average wage at residence,
100 0.955**  -3.36/0.940***  -5.310.945**  -5.24/0.948**  -5.17
Local unemployment rate at
residence. percent 0.899** -2.23|0.923** -2.04/0.926** -2.1410.942* -1.71
Vilnius city 0.048***  -7.37|0.049***  -7.650.055*** -7.6[0.061***  -7.35
Vilnius county 1.622 1.28/1.753* 1.8411.348 1.0911.317 1.05
Other big cities 0.258***  -5.2410.401**  -3.590.382***  -3.930.388***  -3.93
Rural 3.87%* 3.432.309** 2.492.211** 2.56[2.469*** 2.97
Number of observations 3002 3911 4610 7562

Notes: All variables except Local unemployment rate and Log average wage are dummies.

Gender specific ILO unemployment rate by 10 counties, with three biggest cities (Vilnius, Kaunas,
Klaipeda) separated from respective counties.
Reference categories. basic (or below basic) education; males; ethnic Lithuanians; age 55+; married or
cohabited; urban areas excluding Vilnius, Vilnius county and 3 biggest cities (Kaunas, Klaipeda,
Shauliai).
Method: survey logistic regression. Data: LFS (May 2000).
For dummy variables odds ratio is ratio of odds to be a commuter:

(P(commuting)/(1 - P(commuting))
for a given category vs reference category, other things equal. For unemployment rate (respectively, local
wage) odds ratio represents the effect of one percentage point (respectively, one percent) increase of
respective variable.
Odds ratios significantly different from 1 at the 0.1, 0.05, and 0.01 level are denoted by *, **, and ***,
respectively. t-values and significance are based on robust standard errors.

28



2008
B01-08
2007
B03-07

B02-07
B01-07

2006
B03-06

B02-06
B01-06
2005

B11-05
B10-05
B09-05
B08-05
B07-05
B06-05
B05-05
B04-05
B03-05
B02-05
B01-05
2004

B33-04
B32-04
B31-04
B30-04
B29-04
B28-04

B27-04
B26-04

B25-04
B24-04
B23-04
B22-04
B21-04
B20-04

B19-04

Euro-Diplomatie durch gemeinsame ,Wirtschaftsregierung*

Lohne und Steuern im Systemwettbewerb der Mitgliedstaaten
der Europaischen Union

Konsolidierung und Reform der Europaischen Union

The Ratification of European Treaties - Legal and Constitutio-
nal Basis of a European Referendum.

Financial Frictions, Capital Reallocation, and Aggregate Fluc-
tuations

Financial Openness and Macroeconomic Volatility

A Welfare Analysis of Capital Account Liberalization

Das Kompetenz- und Entscheidungssystem des Vertrages von
Rom im Wandel seiner Funktion und Verfassung

Die Schutzklauseln der Beitrittsvertrage

Measuring Tax Burdens in Europe

Remittances as Investment in the Absence of Altruism
Economic Integration in a Multicone World?

Banking Sector (Under?)Development in Central and Eastern
Europe

Regulatory Standards Can Lead to Predation

Waihrungspolitik als Sozialpolitik

Public Education in an Integrated Europe: Studying to Migrate
and Teaching to Stay?

Voice of the Diaspora: An Analysis of Migrant Voting Behavior
Macroeconomic Adjustment in the New EU Member States

The Effects of Transition and Political Instability On Foreign
Direct Investment Inflows: Central Europe and the Balkans
The Choice of Exchange Rate Regimes in Developing Coun-
tries: A Mulitnominal Panal Analysis

Fear of Floating and Fear of Pegging: An Empirical Anaysis of
De Facto Exchange Rate Regimes in Developing Countries
Der Vollzug von Gemeinschaftsrecht iiber die Mitgliedstaaten
und seine Rolle fiir die EU und den Beitrittsprozess
Deutschlands Wirtschaft, seine Schulden und die Unzulanglich-
keiten der einheitlichen Geldpolitik im Eurosystem

Fiscal Crises in U.S. Cities: Structural and Non-structural Cau-
ses

Firm Performance and Privatization in Ukraine

Analyzing Trade Opening in Ukraine: Effects of a Customs Uni-
on with the EU

Exchange Rate Risk and Convergence to the Euro

The Endogeneity of Money and the Eurosystem

Which Lender of Last Resort for the Eurosystem?
Non-Discretonary Monetary Policy: The Answer for Transition
Economies?

The Effectiveness of Subsidies Revisited: Accounting for Wage
and Employment Effects in Business R+D

Money Market Pressure and the Determinants of Banking Cri-
ses

Die Stellung der Europdischen Zentralbank nach dem Verfas-
sungsvertrag

Martin Seidel
Martin Seidel

Martin Seidel
Martin Seidel

Jiirgen von Hagen, Haiping Zhang

Jiirgen von Hagen, Haiping Zhang
Jiirgen von Hagen, Haiping Zhang

Martin Seidel

Martin Seidel

Guntram B. Wolff

Gabriel Gonzalez-Kénig

Christian Volpe Martincus, Jenni-
fer Pédussel Wu

Jiirgen von Hagen, Valeriya Din-
ger

Stefan Lutz

Martin Seidel

Panu Poutvaara

Jan Fidrmuc, Orla Doyle
Jiirgen von Hagen, lulia Traistaru

Josef C. Brada, Ali M. Kutan, Ta-
ner M. Yigit
Jiirgen von Hagen, Jizhong Zhou

Jiirgen von Hagen, Jizhong Zhou
Martin Seidel

Dieter Spethmann, Otto Steiger
Guntram B. Wolff

Galyna Grygorenko, Stefan Lutz
Oksana Harbuzyuk, Stefan Lutz

Lucjan T. Orlowski

Otto Steiger

Otto Steiger

Elham-Mafi Kreft, Steven F. Kreft

Volker Reinthaler,
Wolff
Jiirgen von Hagen, Tai-kuang Ho

Guntram B.

Martin Seidel



B18-04

B17-04

B16-04

B15-04

B14-04

B13-04

B12-04

B11-04

B10-04

B09-04

B08-04

B07-04

B06-04

B05-04
B04-04

B03-04

B02-04

B01-04

2003

B29-03

B28-03

B27-03

B26-03
B25-03
B24-03
B23-03

B22-03
B21-03

B20-03

B19-03

Transmission Channels of Business Cycles Synchronization in
an Enlarged EMU

Foreign Exchange Regime, the Real Exchange Rate and Current
Account Sustainability: The Case of Turkey

Does It Matter Where Immigrants Work? Traded Goods, Non-
traded Goods, and Sector Specific Employment

Do Economic Integration and Fiscal Competition Help to Ex-
plain Local Patterns?

Euro Adoption and Maastricht Criteria: Rules or Discretion?
The Role of Electoral and Party Systems in the Development of
Fiscal Institutions in the Central and Eastern European Coun-
tries

Measuring and Explaining Levels of Regional Economic Inte-
gration

Economic Integration and Location of Manufacturing Activi-
ties: Evidence from MERCOSUR

Economic Integration and Industry Location in Transition
Countries

Testing Creditor Moral Hazard in Souvereign Bond Markets: A
Unified Theoretical Approach and Empirical Evidence
European Integration, Productivity Growth and Real Conver-
gence

The Contribution of Income, Social Capital, and Institutions to
Human Well-being in Africa

Rural Urban Inequality in Africa: A Panel Study of the Effects
of Trade Liberalization and Financial Deepening

Money Rules for the Eurozone Candidate Countries

Who is in Favor of Enlargement? Determinants of Support for
EU Membership in the Candidate Countries’ Referenda

Over- and Underbidding in Central Bank Open Market Opera-
tions Conducted as Fixed Rate Tender

Total Factor Productivity and Economic Freedom Implications
for EU Enlargement

Die neuen Schutzklauseln der Artikel 38 und 39 des Bei-
trittsvertrages: Schutz der alten Mitgliedstaaten vor Storungen
durch die neuen Mitgliedstaaten

Macroeconomic Implications of Low Inflation in the Euro Area
The Effects of Transition and Political Instability on Foreign
Direct Investment: Central Europe and the Balkans

The Performance of the Euribor Futures Market: Efficiency and
the Impact of ECB Policy Announcements (Electronic Version
of International Finance)

Souvereign Risk Premia in the European Government Bond
Market (iiberarbeitete Version zum Herunterladen)

How Flexible are Wages in EU Accession Countries?
Monetary Policy Reaction Functions: ECB versus Bundesbank
Economic Integration and Manufacturing Concentration Pat-
terns: Evidence from Mercosur

Reformzwinge innerhalb der EU angesichts der Osterweiterung
Reputation Flows: Contractual Disputes and the Channels for
Inter-Firm Communication

Urban Primacy, Gigantism, and International Trade: Evidence
from Asia and the Americas

An Empirical Analysis of Competing Explanations of Urban Pri-
macy Evidence from Asia and the Americas

lulia Traistaru
Siibidey Togan, Hasan Ersel

Harry P. Bowen, Jennifer Pédussel
Wu
Christian Volpe Martincus

Jiri Jonas
Sami Ylioutinen

Jennifer Pédussel Wu

Pablo Sanguinetti, lulia Traistaru,
Christian Voolpe Martincus
Laura Resmini

Ayse Y. Evrensel, Ali M. Kutan
Taner M. Yigit, Ali M. Kutan

Mina Baliamoune-Lutz, Stefan H.
Lutz

Mina Baliamoune-Lutz, Stefan H.
Lutz

Lucjan T. Orlowski

Orla Doyle, Jan Fidrmuc

Ulrich Bindseil

Ronald L. Moomaw, Euy Seok
Yang
Martin Seidel

Jiirgen von Hagen, Boris Hofmann
Josef C. Brada, Ali M. Kutan, Ta-
ner M. Yigit

Kerstin Bernoth, Juergen von Ha-
gen

Kerstin Bernoth, Juergen von Ha-
gen, Ludger Schulknecht

Anna lara, lulia Traistaru

Bernd Hayo, Boris Hofmann

lulia  Traistaru, Christian Volpe
Martincus

Martin Seidel

William Pyle

Ronald L. Moomaw, Mohammed
A. Alwosabi
Ronald L. Moomaw, Mohammed
A. Alwosabi



B18-03

B17-03
B16-03

B15-03

B14-03
B13-03

B12-03

B11-03

B10-03

B09-03

B08-03

B07-03

B06-03

B05-03

B04-03

B03-03
B02-03

B01-03

2002
B30-02

B29B-02
B29A-02
B28-02
B27-02

B26-02
B25-02
B24-02
B23-02
B22-02

B21-02

B20-02

The Effects of Regional and Industry-Wide FDI Spillovers on
Export of Ukrainian Firms

Determinants of Inter-Regional Migration in the Baltic States
South-East Europe: Economic Performance, Perspectives, and
Policy Challenges

Employed and Unemployed Search: The Marginal Willingness
to Pay for Attributes in Lithuania, the US and the Netherlands
FCls and Economic Activity: Some International Evidence
The IS Curve and the Transmission of Monetary Policy: Is there
a Puzzle?

What Makes Regions in Eastern Europe Catching Up? The
Role of Foreign Investment, Human Resources, and Geography
Die Weisungs- und Herrschaftsmacht der Europidischen Zen-
tralbank im europadischen System der Zentralbanken - eine
rechtliche Analyse

Foreign Direct Investment and Perceptions of Vulnerability to
Foreign Exchange Crises: Evidence from Transition Economies
The European Central Bank and the Eurosystem: An Analy-
sis of the Missing Central Monetary Institution in European
Monetary Union

The Determination of Capital Controls: Which Role Do Ex-
change Rate Regimes Play?

Nach Nizza und Stockholm: Stand des Binnenmarktes und
Prioritaten fiir die Zukunft

Fiscal Discipline and Growth in Euroland. Experiences with the
Stability and Growth Pact

Reconsidering the Evidence: Are Eurozone Business Cycles
Converging?

Do Ukrainian Firms Benefit from FDI?

Europaische Steuerkoordination und die Schweiz

Commuting in the Baltic States: Patterns, Determinants, and
Gains

Die Wirtschafts- und Wahrungsunion im rechtlichen und poli-
tischen Gefiige der Europaischen Union

An Adverse Selection Model of Optimal Unemployment Ass-
urance

Trade Agreements as Self-protection

Growth and Business Cycles with Imperfect Credit Markets
Inequality, Politics and Economic Growth

Poverty Traps and Growth in a Model of Endogenous Time
Preference

Monetary Convergence and Risk Premiums in the EU Candi-
date Countries

Trade Policy: Institutional VVs. Economic Factors

The Effects of Quotas on Vertical Intra-industry Trade

Legal Aspects of European Economic and Monetary Union
Der Staat als Lender of Last Resort - oder: Die Achillesverse
des Eurosystems

Nominal and Real Stochastic Convergence Within the Tran-
sition Economies and to the European Union: Evidence from
Panel Data

The Impact of News, QOil Prices, and International Spillovers
on Russian Fincancial Markets

Stefan H. Lutz, Oleksandr Talave-
ra, Sang-Min Park

Mihails Hazans

lulia Traistaru, Jiirgen von Hagen

Jos van Ommeren, Mihails Hazans

Charles Goodhart, Boris Hofmann
Charles Goodhart, Boris Hofmann

Gabriele Tondl, Goran Vuksic

Martin Seidel

Josef C. Brada, Vladimir Tomsik

Gunnar Heinsohn, Otto Steiger

Jiirgen von Hagen, Jizhong Zhou
Martin Seidel
Jiirgen von Hagen

Michael Massmann, James Mit-
chell

Stefan H. Lutz, Oleksandr Talave-
ra

Stefan H. Lutz

Mihails Hazans

Martin Seidel

Marcus Hagedorn, Ashok Kaul,
Tim Mennel

Jennifer Pédussel Wu

Debajyoti Chakrabarty

Debajyoti Chakrabarty

Debajyoti Chakrabarty

Lucjan T. Orlowski
Stefan Lutz

Stefan Lutz
Martin Seidel

Otto Steiger

Ali M. Kutan, Taner M. Yigit

Bernd Hayo, Ali M. Kutan



B19-02
B18-02
B17-02
B16-02
B15-02
B14-02
B13-02
B12-02
B11-02

B10-02

B09-02
B08-02

B07-02
B06-02

B05-02

B04-02

B03-02

B02-02

B01-02

2001
B29-01

B28-01
B27-01
B26-01
B25-01
B24-01
B23-01
B22-01
B21-01

B20-01

B19-01

East Germany: Transition with Unification, Experiments and
Experiences

Regional Specialization and Employment Dynamics in Transi-
tion Countries

Specialization and Growth Patterns in Border Regions of Ac-
cession Countries

Regional Specialization and Concentration of Industrial Activity
in Accession Countries

Does Broad Money Matter for Interest Rate Policy?

The Long and Short of It: Global Liberalization, Poverty and
Inequality

De Facto and Official Exchange Rate Regimes in Transition
Economies

Argentina: The Anatomy of A Cirisis

The Eurosystem and the Art of Central Banking

National Origins of European Law: Towards an Autonomous
System of European Law?

Monetary Policy in the Euro Area - Lessons from the First Years
Has the Link Between the Spot and Forward Exchange Rates
Broken Down? Evidence From Rolling Cointegration Tests
Perspektiven der Erweiterung der Europadischen Union

Is There Asymmetry in Forward Exchange Rate Bias? Multi-
Country Evidence

Real and Monetary Convergence Within the European Union
and Between the European Union and Candidate Countries: A
Rolling Cointegration Approach

Asymmetric Monetary Policy Effects in EMU

The Choice of Exchange Rate Regimes: An Empirical Analysis
for Transition Economies

The Euro System and the Federal Reserve System Compared:
Facts and Challenges

Does Inflation Targeting Matter?

Is Kazakhstan Vulnerable to the Dutch Disease?

Political Economy of the Nice Treaty: Rebalancing the EU
Council. The Future of European Agricultural Policies
Investor Panic, IMF Actions, and Emerging Stock Market Re-
turns and Volatility: A Panel Investigation

Regional Effects of Terrorism on Tourism: Evidence from Three
Mediterranean Countries

Monetary Convergence of the EU Candidates to the Euro: A
Theoretical Framework and Policy Implications

Disintegration and Trade

Migration and Adjustment to Shocks in Transition Economies
Strategic Delegation and International Capital Taxation
Balkan and Mediterranean Candidates for European Union
Membership: The Convergence of Their Monetary Policy With
That of the Europaen Central Bank

An Empirical Inquiry of the Efficiency of Intergovernmental
Transfers for Water Projects Based on the WRDA Data
Detrending and the Money-Output Link: International Evi-
dence

Jiirgen von Hagen, Rolf R.
Strauch, Guntram B. Wolff
lulia Traistaru, Guntram B. Wolff

Laura Resmini

lulia Traistaru, Peter Nijkamp, Si-
monetta Longhi

Matthias Briickner, Andreas Scha-
ber

Christian E. Weller, Adam Hersch

Jiirgen von Hagen, Jizhong Zhou

Jiri Jonas
Gunnar Heinsohn, Otto Steiger
Martin Seidel

Volker Clausen, Bernd Hayo
Ali M. Kutan, Su Zhou

Martin Seidel
Su Zhou, Ali M. Kutan

Josef C. Brada, Ali M. Kutan, Su
Zhou

Volker Clausen, Bernd Hayo
Jiirgen von Hagen, Jizhong Zhou

Karlheinz Ruckriegel, Franz Seitz

Manfred J. M. Neumann, Jiirgen
von Hagen

Karlygash Kuralbayeva, Ali M. Ku-
tan, Michael L. Wyzan
Deutsch-Franzésisches

schaftspolitisches Forum
Bernd Hayo, Ali M. Kutan

Wirt-

Konstantinos Drakos, Ali M. Ku-
tan
Lucjan T. Orlowski

Jarko and Jan Fidrmuc

Jan Fidrmuc

Matthias Briickner

Josef C. Brada, Ali M. Kutan
Anna Rubinchik-Pessach

R.W. Hafer, Ali M. Kutan



B18-01

B17-01

B16-01

B15-01

B14-01

B13-01

B12-01

B11-01

B10-01

B09-01

B08-01

B07-01

B06-01

B05-01

B04-01

B03-01

B02-01

B01-01

2000

B20-00

B19-00

B18-00

B17-00

B16-00

B15-00

B14-00

B13-00

Monetary Policy in Unknown Territory. The European Central
Bank in the Early Years

Executive Authority, the Personal Vote, and Budget Discipline
in Latin American and Carribean Countries

Sources of Inflation and Output Fluctuations in Poland and
Hungary: Implications for Full Membership in the European
Union

Programs Without Alternative: Public Pensions in the OECD
Formal Fiscal Restraints and Budget Processes As Solutions to
a Deficit and Spending Bias in Public Finances - U.S. Experi-
ence and Possible Lessons for EMU

German Public Finances: Recent Experiences and Future Chal-
lenges

The Impact of Eastern Enlargement On EU-Labour Markets.
Pensions Reform Between Economic and Political Problems
Inflationary Performance in a Monetary Union With Large Wa-
ge Setters

Integration of the Baltic States into the EU and Institutions
of Fiscal Convergence: A Critical Evaluation of Key Issues and
Empirical Evidence

Democracy in Transition Economies: Grease or Sand in the
Wheels of Growth?

The Functioning of Economic Policy Coordination

The Convergence of Monetary Policy Between Candidate
Countries and the European Union

Opposites Attract: The Case of Greek and Turkish Financial
Markets

Trade Rules and Global Governance: A Long Term Agenda.
The Future of Banking.

The Determination of Unemployment Benefits

Preferences Over Inflation and Unemployment: Evidence from
Surveys of Happiness

The Konstanz Seminar on Monetary Theory and Policy at Thir-
ty

Divided Boards: Partisanship Through Delegated Monetary Po-
licy

Breakin-up a Nation, From the Inside

Income Dynamics and Stability in the Transition Process, ge-
neral Reflections applied to the Czech Republic

Budget Processes: Theory and Experimental Evidence

Riickfithrung der Landwirtschaftspolitik in die Verantwortung
der Mitgliedsstaaten? - Rechts- und Verfassungsfragen des Ge-
meinschaftsrechts

The European Central Bank: Independence and Accountability

Regional Risk Sharing and Redistribution in the German Fede-
ration

Sources of Real Exchange Rate Fluctuations in Transition Eco-
nomies: The Case of Poland and Hungary

Back to the Future: The Growth Prospects of Transition Eco-
nomies Reconsidered

Jiirgen von Hagen, Matthias
Briickner

Mark Hallerberg, Patrick Marier

Selahattin Dibooglu, Ali M. Kutan

Christian E. Weller
Rolf R. Strauch, Jirgen von Hagen

Jiirgen von Hagen, Rolf R. Strauch
Deutsch-Franzésisches Wirt-
schaftspolitisches Forum

Lilia Cavallar

Ali M. Kutan, Niina Pautola-Mol

Jan Fidrmuc
Jiirgen  von Susanne
Mundschenk

Josef C. Brada, Ali M. Kutan

Hagen,

Konstantinos Drakos, Ali M. Ku-
tan
Deutsch-Franzésisches
schaftspolitisches Forum
Rafael di Tella, Robert J. Mac-
Culloch

Rafael di Tella, Robert J. Mac-
Culloch, Andrew J. Oswald
Michele Fratianni, Jiirgen von Ha-
gen

Etienne Farvaque, Gael Lagadec

Wirt-

Etienne Farvaque
Jens Hoélscher

Karl-Martin Ehrhart, Roy Gardner,
Jiirgen von Hagen, Claudia Keser
Martin Seidel

Christa Randzio-Plath, Tomasso
Padoa-Schioppa

Jiirgen von Hagen, Ralf Hepp
Selahattin Dibooglu, Ali M. Kutan

Nauro F. Campos



B12-00

B11-00

B10-00

B09-00

B08-00

B07-00

B06-00
B05-00

B04-00

B03-00

B02-00

B01-00

1999
B26-99

B25-99

B24-99
B23-99

B22-99
B21-99
B20-99
B19-99
B18-99
B17-99
B16-99
B15-99

B14-99
B13-99

B12 -99

B11-99

B10-99

B09-99
B08-99

Rechtsetzung und Rechtsangleichung als Folge der Einheitli-
chen Europaischen Wahrung

A Dynamic Approach to Inflation Targeting in Transition Eco-
nomies

The Importance of Domestic Political Institutions: Why and
How Belgium Qualified for EMU

Rational Institutions Yield Hysteresis

The Effectiveness of Self-Protection Policies for Safeguarding
Emerging Market Economies from Crises
Financial Supervision and Policy Coordination in The EMU

The Demand for Money in Austria

Liberalization, Democracy and Economic Performance during
Transition

A New Political Culture in The EU - Democratic Accountability
of the ECB

Integration, Disintegration and Trade in Europe: Evolution of
Trade Relations during the 1990’s

Inflation Bias and Productivity Shocks in Transition Economies:
The Case of the Czech Republic

Monetary Union and Fiscal Federalism

Skills, Labour Costs, and Vertically Differentiated Industries: A
General Equilibrium Analysis

Micro and Macro Determinants of Public Support for Market
Reforms in Eastern Europe

What Makes a Revolution?

Informal Family Insurance and the Design of the Welfare State

Partisan Social Happiness

The End of Moderate Inflation in Three Transition Economies?
Subnational Government Bailouts in Germany

The Evolution of Monetary Policy in Transition Economies
Why are Eastern Europe’s Banks not failing when everybody
else’s are?

Stability of Monetary Unions: Lessons from the Break-Up of
Czechoslovakia

Multinational Banks and Development Finance

Financial Crises after Financial Liberalization: Exceptional Cir-
cumstances or Structural Weakness?

Industry Effects of Monetary Policy in Germany

Fiancial Fragility or What Went Right and What Could Go
Wrong in Central European Banking?

Size Distortions of Tests of the Null Hypothesis of Stationarity:
Evidence and Implications for Applied Work

Financial Supervision and Policy Coordination in the EMU

Financial Liberalization, Multinational Banks and Credit Sup-
ply: The Case of Poland

Monetary Policy, Parameter Uncertainty and Optimal Learning
The Connection between more Multinational Banks and less
Real Credit in Transition Economies

Martin Seidel
Lucjan T. Orlowski
Marc Hallerberg
Rafael Di

Culloch
Kenneth Kletzer

Tella, Robert Mac-

Deutsch-Franzésisches Wirt-
schaftspolitisches Forum
Bernd Hayo

Jan Fidrmuc
Christa Randzio-Plath
Jarko Fidrmuc, Jan Fidrmuc

Josef C. Barda, Arthur E. King, Ali
M. Kutan

Kenneth Kletzer, Jiirgen von Ha-
gen

Stefan Lutz, Alessandro Turrini

Bernd Hayo

Robert MacCulloch

Rafael Di Tella, Robert Mac-
Culloch

Rafael Di Tella, Robert Mac-
Culloch

Josef C. Brada, Ali M. Kutan
Helmut Seitz

Ali M. Kutan, Josef C. Brada
Christian E. Weller, Bernard Mor-
zuch

Jan Fidrmuc, Julius Horvath and
Jarko Fidrmuc

Christian E.Weller and Mark J.
Scher

Christian E. Weller

Bernd Hayo and Birgit Uhlenbrock
Christian E. Weller and Jiirgen von
Hagen

Mehmet Caner and Lutz Kilian
Deutsch-Franzésisches Wirt-
schaftspolitisches Forum

Christian Weller

Volker Wieland
Christian Weller



B07-99

B06-99

B05-99

B04-99

B03-99

B02-99

B01-99

1998
B16-98

B15-98
B14-98

B13-98
B12-98

B11A-98

B11-98

B10-98

B09-98

B08-98

B07-98

B06-98

B05-98

B04-98

B03-98

B02-98

B01-98

1997

B04-97

B-03-97

B02-97

B01-97

Comovement and Catch-up in Productivity across Sectors: Evi-
dence from the OECD

Productivity Convergence and Economic Growth: A Frontier
Production Function Approach

Tumbling Giant: Germany‘s Experience with the Maastricht
Fiscal Criteria

The Finance-Investment Link in a Transition Economy: Evi-
dence for Poland from Panel Data

The Macroeconomics of Happiness

The Consequences of Labour Market Flexibility: Panel Evidence
Based on Survey Data

The Excess Volatility of Foreign Exchange Rates: Statistical
Puzzle or Theoretical Artifact?

Labour Market 4+ Tax Policy in the EMU

Can Taxing Foreign Competition Harm the Domestic Industry?
Free Trade and Arms Races: Some Thoughts Regarding EU-
Russian Trade

Fiscal Policy and Intranational Risk-Sharing

Price Stability and Monetary Policy Effectiveness when Nomi-
nal Interest Rates are Bounded at Zero

Die Bewertung der 'dauerhaft tragbaren offentlichen Finanz-
lage'der EU Mitgliedstaaten beim Ubergang zur dritten Stufe
der EWWU

Exchange Rate Regimes in the Transition Economies: Case Stu-
dy of the Czech Republic: 1990-1997

Der Wettbewerb der Rechts- und politischen Systeme in der
Europaischen Union

U.S. Monetary Policy and Monetary Policy and the ESCB
Money-Output Granger Causality Revisited: An Empirical Ana-
lysis of EU Countries (iiberarbeitete Version zum Herunterla-
den)

Designing Voluntary Environmental Agreements in Europe: So-
me Lessons from the U.S. EPA’s 33/50 Program

Monetary Union, Asymmetric Productivity Shocks and Fiscal
Insurance: an Analytical Discussion of Welfare Issues
Estimating a European Demand for Money (iiberarbeitete Ver-
sion zum Herunterladen)

The EMU’s Exchange Rate Policy

Central Bank Policy in a More Perfect Financial System
Trade with Low-Wage Countries and Wage Inequality
Budgeting Institutions for Aggregate Fiscal Discipline

Macroeconomic Stabilization with a Common Currency: Does
European Monetary Unification Create a Need for Fiscal Ins-
urance or Federalism?

Liberalising European Markets for Energy and Telecommunica-
tions: Some Lessons from the US Electric Utility Industry
Employment and EMU

A Stability Pact for Europe

Christopher M. Cornwell and Jens-
Uwe Wichter
Christopher M. Cornwell and Jens-
Uwe Wichter

Jiirgen von Hagen and Rolf
Strauch

Christian Weller

Rafael Di Tella, Robert Mac-

Culloch and Andrew J. Oswald
Rafael Di Tella and Robert Mac-
Culloch

Robert B.H. Hauswald

Deutsch-Franzésisches Wirt-
schaftspolitisches Forum
Stefan Lutz

Rafael Reuveny and John Maxwell

Jiirgen von Hagen

Athanasios Orphanides and Volker
Wieland

Rolf Strauch

Julius Horvath and Jiri Jonas
Martin Seidel

Robert L. Hetzel
Bernd Hayo

John W. Maxwell
Kenneth Kletzer
Bernd Hayo
Deutsch-Franzésisches Wirt-
schaftspolitisches Forum

Jiirgen von Hagen / Ingo Fender

Jaleel Ahmad
Jiirgen von Hagen

Kenneth Kletzer

Tom Lyon / John Mayo
Deutsch-Franzésisches Wirt-
schaftspolitisches Forum

(a Forum organized by ZEl)



ISSN 1436 - 6053

Zentrum fiir Europaische Integrationsforschung
Center for European Integration Studies
Rheinische Friedrich-Wilhelms-Universitdt Bonn

Walter-Flex-Strasse 3 Tel.: +49-228-73-1732
D-53113 Bonn Fax: +49-228-73-1809
Germany www.zei.de



