
*Comments by Ruud de Mooij considerably improved the paper. Jan Fidrmuc is acknowledged for comments
on an earlier version of the paper.
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1This is disputed, however, by Fatas (1997) or Frankel and Rose (1997).

2It is not a priori clear that the disappearance of the exchange rate instrument is an unambiguous loss. A lot
of countries abstain from using the exchange rate as an instrument for shock adjustment for already a long
time.
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3In the empirical specification we use female labour participation as this shows more variation. Men more
often work full-time.
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4 Gross flows of workers that are not identical with respect to skill , might be resolving disquili bria on specific
labour markets. We ignore this aspect here due to a lack of suitable data.
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5 Note that �  by omitting a subscript i to the wage �  we do consider discrimination of migrants on the labour
market. Ortega (2000) shows that discrimination is a likely outcome in theory.
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6 We believe that the alternative adjustment mechanisms are especially important for immigration, as
immigrants from other EU countries are allowed to search abroad for three months only.

7 We expect that younger people are, on average, much more flexible than older individuals.In the empirical
analysis we use the age group 25-35. For this group the cost of leaving is low as they commonly do not have
school-going children (for the highly educated Mauro and Spilimbergo, 1999, find that the higher educated
are more mobile). This effect of age does not necessarily dominate the negative matching effect because
changes in young age female participation in the labour market act as an alternative adjustment mechanism
that smoothens unfavourable regional conditions.

c

(?*-,d�A.10P� 365E��ef(GFIHg KML (?*-,@h/.10Ph�3V5
hiD! %�
(4)

L (j�E&)(+*-,@�A.10P� 365
� D  ��
(5)

��MOM�H&z�����$&HI!#,�HI+{$&%�k�+{HA,�m����<�#+"H&,�zeHA,�$A%��n����!#N���N�HAj&HA$&V·!��{!#N�$L��HA,�H&,�z���¸¶!#N�È²jL!#'�k�,���M���jL!#V�M¢��,�$\��,��
H&,��#�G�G�#m�$&HA������jA$L���",���$&HA����jI��N�!#k���M¢���"*���$_���#¸Lk�+°$&M¢��,�$�MY�<m�%���,�HI+"M¢+°ÊUk¹��,��EH&,�m����<�<+°H&,�z�H&,E$A%���'O��z��#U
��,l���<m�H&��HA,�ze'�%�HIm�%�����z�HI!#,�$I!�z¹!�TlQ8�"TL$&%��ÎjI��N�!#k���M¢���"*���$\+"$I��$&k�+¹!��Ö$A%��n��!#$L��,�$AHL��j#H&MOM�H&z�����,�$LTI��!��<+
,�!#$n��jI��V)�(��!#jI�±�<+�H&$nHI+�HA����,�$&HIm<��j	�G!#�e��j&jnHA,�$I��,��������à��z�HI!#,�+�U

�O+"H&,�z)��Ó�k���$&HI!#, È ö ÊJ��,�� È"s#ÊµHA$¥�G!#jAjL!#'O+�$&%���$_,���$nMÒH�z�����$AHL!Ö, Èm`CYn� Ê�HL+J��q\��jI��H&,����vN�V8T

ç(!#��+�!#MY�µjL��N�!#k��nM¢���"*���$������"HL��N�jI�<+n$&%��µ��k�+"%�È²k�,���MO��jI!#VÎ���������µM¢!#���µj&H&*���j&V±$I!ejI�<������Ê¥��,��Ñ��k�j&j
È�%�HAz�%ÐjI������j�!���k�,���M���jL!#V�M¢��,�$���HI+�m<!#k�����z��<+eH&MOM�H&z�����$&HI!#,�Ê��I�¿mÇ$�!<�à+eN�!#$&%Ð'O!#�G*9H&,9$&%��Ò+���M¢�
��H&���<m�$AHL!#,�U�ç(!#�µ!#$&%����\�����"HL��N�jI�<+\HA$ÍHI+\,�!#$n�����GHI!#�GH_m�jI�<����U�w���*��<T#�"!#����q���MO��jI�<T�jI��N�!#k��������G$AHLm�HA����$&HI!#,
!��Î�"��M¢��jI�<+�U�oe,�$A%��e!#,��µ%���,��ÑH&$�HA,�m����#�<+��<+n$A%��em<!�+"$�!��ÍjI�<����HA,�zO�	����z�HL!#,�È�Q � H&,�m����<�<+��<+°Ê�U�ol,Ñ$&%��
!#$&%�����%���,����"��M¢��jL�ÎjL��N�!#k��������G$&HIm�H&����$&HL!#,�H&,�$&%��¹jL��N�!#k���M¢���G*���$_�<m�$_�<+���,®��jA$L���",���$&HA���(���#¸Lk�+"$AM¢��,�$
M¢�#m�%���,�HL+°Mð��,��v+"M¢!�!#$A%���,�+\$A%��?���#¸Ik�+"$&MY��,�$Í$I!?����z{HL!#,���jÍ��HL+"�����"H&$AHL�<+�U�y)�����?��M���H&�"HLm<��j�$L�#+"$&HA,�zEHL+
$L!v+°%����vj&HAz�%�$¥!#,v$&%��(��!#MOHA,���$&HA,�z¾�<�"�G�<m�$LU o

���
� p ; � :<=±; � :<C�=<:<;">�q<1�@�q#C�3�6Ç>&4�:<=<1�;">&C�3�6

w�%��)��HL+�m�k�+Ç+GH�!#,ü��N�!#���¾���#��jL+�'�H&$&%½H&,���HA��H&��k���jI+�$&%�!#k�z�%½$&%��)����jL������,�$·���#m�HL+"HI!#,�k�,�HA$·HL+�$&%��
%�!#k�+���%�!#jA��U#îÞ�±m<����$Ak�����$&%�HL+�HA,v$&%���MY!#����jnN�V�$L��*�HA,�zv$&%��·m<!�+"$¥!���jI�<����H&,�z�H&,�$I!vm<!#,�+"H&��������$AHL!#,�T
'�%�HLm�%¼��������!<q_H�M¢��$L�<+E�G!#�?%�����H&,�zº�������G$&,����?$&%���$µ%��<+±�¥¸¶!#N¼��$Im<U¹o���m<!#k���+Ç�<T{'�%���$&%����±!#�?,�!#$e�
�G��MOH&jAV·%��<+(+�m�%�!�!#jLÉ²z�!#H&,�z)m�%�H&jA������,���!��<+¹M¢��$A$L�����G!#��$A%���%�!#k�+���%�!#j&�®���#m�HL+"HI!#,�U¶îÞ���<+�+"k�MY��$A%���$



r

$&%��#+��±�G�#m�$L!#��+J�Ç���?����,���!#MOjAV®��HL+°$&�GHAN�k�$L��� ��,��v%��Ç,�m<�J��!E,�!#$nN�HL�<+?!#k����<+°$AH&M¢��$L�<+ÇU#h®��k����lÈ�tÖQ�Q�s#Ê
+"k�z�z¹�<+"$L+�$&%���$ÖMOH&z{����$AHL!#,eM¢��V�N��<m#!#M¢�	�	+Ç��jL�"É������"����$&k���$AH�,�z?����!�m<�<+�+ÇTGN��<m<��k�+��\$&%��	m<!�+°$L+Î��,��e�"HL+"*�+
!��EM)H�z�����$&HI!#, �����ÒjL!#'O�������iN�V0+�!�m�HI��jv��,��iH&,��G!#�"M¢��$AHL!#,i,���$A')!#�"*�+�Uµw�%���,���$A')!#�"* ��������!��<m�%
H&,���HIm<��$I�<+_$&%���${$&%��?m<!�+"$�!��ÍMY!#��H&,�z·MY��V±N��e+"k�N�+"$I��,�$&HI��j&jAV±������k�m<�����G!#�Î$A%�������jL��$AH&���<+	��,��Ò���GHI��,���+
!��µMOHAz�����,�$L+Ñ��,�� $&%�HL+Ñm<!#k�jA�9HA,�m����#�<+��±$&%��±����!#N��ÇN�H�j�H&$�V»!\�¥MOHAz�����$&HL!#,�U�w�%��±,���$&'O!#�G*ñ�<�G�"�<m�$�!��
MOHAz�����$&HL!#,v%���,�m<��HAMO��jAHL�<+�$A%���$nMÒH�z����Ç$AHL!#,vHA,���k�m¿�<+�M¢!Ö���?MÒH�z����Ç$AHI!#,�U�îÞ�?'�HAj&jn$I!#k�m�%vk���!#,³$A%�HL+
HL+Ç+"k���N�VOm<!#,�+"HA�����GHA,�z¾�(��V�,���MOHIm±+"���#m�HL�²HLm<��$AHL!#, !���!#k��J�<m<!#,�!#MY��$&�"HLm(M¢!#����jIU

g !#k�,�$&�GV�'�H&����k�,���M���jL!#V�M¢��,�$ÍjL������jL+_jAH&*���jAV±$L��,��Ñ��HI+�m<!#k�����z���MOHAz�����$&HL!#,ÒÈ"+��<�<T¿u�!#�G��!#,�T
t#Q�Q�s#Ê�U{w�%���$J��z�z�����z���$I��k�,���M���jL!#V�M¢��,�$J�<�G�"�<m�$L+(z���!�+�+E��jL!#'O+�,���z¹��$&HA����j&VÒ��!��<+�T�%�!¿')�Ç������T{,�!#$
����jAH&�����J��mÇjL�¿�Ç�(��������HLm�$&HL!#, �"!#�	,���$¥�²jL!#'O+�T#%���,�m<�('O�J��!E,�!#$_��k���+°k��J$&%�HI+�jAHA,��?%�������È���HG+�+Ç�Ç�GHA���<+
��,��v
ßm�
ß�<+"$I����T�t#Q�Q�S�T���jI��N�!#����$L�E!#,v$&%�HL+°Ê�U

s�¤ tu�n¨%�av·«�úBwÍ­_©�¯Ux�¨�¯�ªn§y�n§�«nzG¯�þá¯G¨%�n¨�¯�ªn§{w

îÞ�Ek�+��E����z�HL!#,���j	����$L�v�²��!#MØ��k���!�+"$L��$�ÈAP�S�S�S<Ê�U�ç¹��!#MØ$A%��v������HAjL��N�jI�E����z�HI!#,�+?')�v+Ç��jL�<m�$L���5$&%��
����z�HL!#,�+�'�%�HLm�%v����!#��H&�����v$A%��(,��<m#�<+Ç+�����VÒ����$L�?$I!vm<!#,�+"$A�Gk�m�$\,���$�MÒH�z����Ç$AHI!#,�����$I�<+�U#w�%�HL+�����!#��HA���<+
k�+�'�H&$A% ��,vk�,�N���jG�Ç,�m<���v����,���j�!��ltÖQ�t�����z�HI!#,�+�'�HA$&%�$&HAMY�·+����"HL�<+�k��v$°!5tÖREV��<����+?È�t#Q�r�R�É�t#Q�Q�s#Ê�U
w�%�HL+n����,���j�HL+nk�,�N���jI��,�m<����U�w�%���$ÍHL+�TÇ'O����!?,�!#${%������Jm<!#MO��jI��$L��$&H&MY�<ÉG+Ç���GHI�<+	�G!#�¥��j&j�t#Q�t�����z�HL!#,�+ÇU
K���H&�v��HI�G�"������,�$Aj&VnT�t#Q�t(����z{HL!#,�+�HI+�$&%��(M¢��q�H&M�k�Mï,�k�MON����e!���!#N�+����G����$AHL!#,�+J�G!#�J�E+"H&,�z{jL�(VÎ�#����U

ç¹��!#M $A%��Jk�,�N���j��Ç,�m¿�Ç�)���Ç,��Çj�'O�Ñm<!#,�+"$&�"k�m�$L���Y�JN���jI��,�m<���Ò����,���j¹'�H&$A%v$&%��($&H&MY�<ÉG+Ç���GHI�<+
��H&MY��,�+"HI!#,�k�,���jA$L�������Ð��,���$A%��J,�k�MON�����!��n����z�H�!<,�+(�à�Ç��k�m¿���Ò$L!Òr#PYÈ"�G!#�¥����$I��H&jI+�!#,Ò$&%��J����z�HL!#,�+
H&,�m�j&k������vHA,vN�!#$&%v����,���jI+J+Ç�<����������,���H&qv��Ê�U

w�%��¥�G�<m�$<$&%���$#')�nk�+��n��!#��k�jI��$&HI!#,lMOH&z{����$AHL!#,l'�%������njL��N�!#k���MOH&z{����$AHL!#,�HL+�����jI������,�$��"!#��$&%��
jL��N�!#k�� MY���G*���$ÒHAMO���<m�$LT�����Ó�k�H&���<+¼+�!#M¢�¢��HL+�m�k�+�+"HL!#,�Ulç¹H&��+G$�T�$A%��º����$I�º��!c,�!#$9��j&jI!#' k�+5$I!
��HL+°$&H&,�z{k�HL+"%·N���$A')�#��,·jL��N�!#k��_MOHAz�����$AHL!#,Ò��,��Ñ��!#��k�jI��$&HI!#,�M�H&z�����$&HI!#,�U�K��#m<!#,���T�$&%�������HL+	����H&����,�m<�
$&%���$�Ó�k���j&HA$L��$AH&����jAVém<!#M��������ÇN�jI�Ð���<+"k�jA$L+¢�����i!#N�$L��HA,����ßk�+"H&,�zÞ��H&$&%����)jL��N�!#k��¢!#�)��!#��k�jL��$AHL!#,�É
MOHAz�����$&HL!#,�����$L�(ÈG+Ç�<�������"H&*�%���,��E|O��,E�e��k����<+"$I��H�¸I,�T�P�S�S�S#Ê�U�ç¹HA,���j&jAVÎT#+"VÎ+°$L��MY��$&HIm�N�HL�#+��<+�È�$&%�HA,�*v!��
������z�HI!#,±'�HA$&%³�¹jL���Gz��¹k�,�H&������+"H&$AVÍÊ�'�H&jAjn��,��Ek��EHA,v�²H&q����v�#�G�G�#m�$L+�U�w(%���k�,�+"Vn+"$L��MY��$&HIm�N�HI�<+\HI+\'�%�H&$L�
,�!#HL+Ç�<U



8That is: 2,200,000 *3/1000.
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9We show the median of Migration/£ population instead of the mean, as the mean is not informative as the
denominator tends to zero for several observations.  
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10The latter finding is robust to the method of computing the variation in expected income; the coeff icient
of variation produces also an upward trend as does this statistic with the level of income (without taking
logs).
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11The advantage of panel data comes in a variety of ways: a. it increases the number of observations; b. it
adds more variabilit y and more information; c. it permits the data to be treated in two dimensions separately
provided there are enough time periods for which data are available; and d. it makes econometric
specification rich such that we can use a fixed effect and a random effects model. 
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12When there is no uncorrelated region-specific component of variance, the random effects estimator reduces
to the pooled OLS estimator. The pooled estimator weights all observations equally. The OLS estimator on
the pooled data does not use the information about heteroscedasticity that can result from repeated
observations. The random effects estimator is a combination of the between and within estimator with GLS
weights.
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13The choice to present the random effects model depends on the fact that the null -hypothesis of a random-
effects model is not rejected. In the remainder, both when we report the random effects model as well as
when we report the fixed effects model we will show the Hauseman test for the random effects model.
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14A one percent increase in the 'regular' unemployment rate causes a change in the net migration rate of
0.00044 (that is -4.22/1000 divided by the sample mean of 9.49). For long-term unemployment we find
0.00041 (that is -1.91/1000 divided by the sample mean of 4.56). 
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 Sample period is 1983-1995, 191 regions. Absolute t-statistics are given in parentheses under the

estimates. *, ** , and ***  denote statistical significance at the 10% level, the 5% level, and the 1% level,

respectively.
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15 Recall that we are unable to use long-term unemployment and part-time participation data as that would
considerably reduce the sample size.
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16A one percent increase in the 'young' females participation rate causes a change in the net migration rate
of 0.00018 (that is -11.91/1000 divided by the sample mean of 67.57). For the participation rate of all
females we find 0.00020 (that is -8.27/1000 divided by the sample mean of 40.77). 

17We do not report this estimate to save space. It is available on request.
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Table 5 Dynamic panel (balanced data). Dependent variable is net migration rate

(NM). A
Variable (I) Within (II) Within

NM(-1) 0.26*** 0.26***

[8.27] [8.09]

GDP 2.66*** 5.14***

[3.08] [4.92]

UN -5.67*** -5.71***

[6.54] [6.64]

ACTf -3.25

[0.89]

ACTfy -10.85**

[2.55]� µ S�U ö t S�Ups�S
` Q�r ö Q�r ö
-OÃ,.�·�ÁM¸�Ã�ã
Å&Á�·�Å æ ÈGs#Ê 97.9

/
 Sample period is 1984-1995, 82 regions. Absolute t-statistics are given in parentheses under the estimates. *, ** , and ***  denote

statistical significance at the 10% level, the 5% level, and the 1% level, respectively.
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18 For obvious reasons we left out the four French overseas departments a priori.
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