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Open and flexible labor markets foster growth, 
development and integration in Europe – and 
they increase welfare. However, the single Eu-
ropean labor market, which has been a Euro-
pean objective for a long time, is still a vision. 
The core challenge Europe faces remains a lack 
of sufficient labor mobility. In his Acceptance 
Speech of the EIB Prize of the European Invest-
ment Bank at a festive event in the Copernicus 
Science Center in Warsaw (see page 3 in this 
issue), IZA Director Klaus F. Zimmermann re-

cently analyzed the value of labor mobility for 
economic prosperity and its determinants. His 
lecture drew heavily on the larger number of re-
search papers and policy reports which he and 
IZA-led teams have produced over more than 
a decade. The speech with extensive references 
to the literature is documented in IZA Policy 
Paper No. 69 and serves as a background pa-
per to this article. 

It is important to highlight that it is labor mi-
gration and not welfare migration that dom-
inates the current European economic real-
ity. This migration also supports economic 
equality. Migrants do not depress wages, nor 
do they take jobs away. Rather, they foster 
employment and innovation and make na-
tives more productive. There is no signif icant 
sign of a brain drain, sometimes feared by 
sending countries. 

The beneficial effects of labor mobility

Labor mobility is desirable as it contributes 
to an optimal allocation of resources – and 
thus plays a crucial role in generating higher 
output and welfare. Such mobility ensures 
a quick adjustment of labor markets, espe-
cially at the regional level. Migrants must be 
able to be, and to stay, diverse in their talents 
and abilities, in order to increase their tar-
get economy’s growth potential. The societal 
fetish of assimilation and the melting pot 
metaphor are misguiding concepts.

It is, therefore, vital to realize that it is not cul-
tural assimilation, but cultural integration that 
is good in an economic context. That’s not just 
a semantic difference. Cultural “integration” 
refers to a much more dynamic blending of the 
identities of the migrants, both of their home 
country and their arrival country. In a global-
ized world, such an active blending is bound to 
increase human linkages – and hence economic 
opportunities. In contrast, the old standby of 
“assimilation” captures a far more passive way 
of combining cultures – primarily by just focus-
ing on blending in.

The key is to focus on the migration of skilled 
people. This not only fosters economic eff i-
ciency, but it creates additional jobs for the 
unskilled, as well as what one could call the 
differently skilled. It is also good to promote 
more equality, as IZA research has shown. 
Hence, there is no negative trade-off be-
tween eff iciency and equality. 

The challenge of labor immobility

Labor inflexibility has been seen in the last few 
decades as the major determinant of the Eu-
ropean employment crisis and the persistent 
slump of economic growth in Europe. That is 
why an increase in the geographical mobility 
of labor has been suggested as a strong instru-
ment to foster faster economic adjustment and 
growth. So not too much labor migration, but 

The Mobility Challenge for Growth and 
Integration in Europe

IZA PRIZE 2013
Daniel S. Hamermesh 
is the 2013 winner of 
the IZA Prize in La-
bor Economics. The 
award ceremony will 
be held in Washing-
ton on November 18. 
IZA Compact will re-
port in the next issue.

IZA Director received 2013 EIB Prize
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population ought to be doing. Never mind 
that empirical evidence also shows that the 
employment of each high-skilled immigrant 
creates up to three additional jobs in low-
skill sectors, such as household services. 

Why then do these objective facts still gen-
erate such emotionally charged opposi-
tion? What causes those strong sentiments 
against immigration, even though the eco-
nomic benefits of properly controlled immi-
gration are obvious? As American and Brit-
ish researchers have shown, the widespread 
resentment is not just about the fear of los-
ing one’s job to a foreigner. It is also about 
a deeper-seated fear of negative changes in 
one’s cultural and social environment. 

The threat of emigration

People living abroad with no economic per-
spective, especially younger professionals 
and skilled workers, are certainly incentivized 
now to make a move. Would this emigration, 
were it to occur, imbalance those societies? In 
particular, would they have to worry about a 
brain drain that sucks these countries dry of 
skilled workers and thus makes an economic 
recovery harder to achieve?

Research shows that one not really has to 
worry about that: People who are moving 
to other countries such as Germany hail, 
in most cases, from the ranks of the un-
employed. All that one is witnessing in that 
regard is that supply and demand are no 
longer balanced just on a national basis, but 
on a Europe-wide one. Further, people who 
leave their country of birth are by no means 
gone forever. In fact, the contemporary 
trend of migration, properly understood, is 
best thought of as “circular migration,” im-
plying onward or return migration. In fact, 
many – using discount airlines – flew in for 
certain periods and, when not at work or on 
a project, also continued to live back home. 
In other words, they never really departed 
and essentially lived in two countries.

In short, this is a very different world now. 
If one really wants more European, and in-
deed global, integration, then it is not just 
unavoidable, but downright desirable that 
many more people from different nations 
populate the future Europe.

 www.iza.org/link/migration

with 3% mobility in the United States and 2% 
in Canada. Low European regional mobility 
has been considered to be a major challenge 
since ever the euro was created. 

New freedom of movement for 
Eastern Europe

IZA research teams have studied the size 
of migration and its impact on natives, mi-
grants and the welfare take up. No negative 
labor market effects on the natives could 
be observed, while the benefits have been 
signif icant. Instead, workers from the new 
member states did the rest of Europe a big 
favor. They increased the number of circu-
lar labor migrants who were readily looking 
for work – and not for welfare. These moti-
vated people helped make European labor 
markets more flexible.

Immigrants in the welfare hammock

Some myths never die – like the one about 
migrants who only come to use the welfare 
state as a “hammock.” This stereotype per-
sists despite numerous studies to the con-
trary, including an international IZA study 
recently prepared for the European Com-
mission. The key f inding, which was also 
published in the International Journal of 
Manpower, is that the generosity of welfare 
benefits has no substantial impact on mi-
gration in the European Union.

The IZA team analyzed whether differences 
in unemployment benefits in 19 European 
countries influenced individual decisions to 
migrate from 1993 to 2008. The result could 
not be clearer: Such benefits had no impact 
whatsoever on intra-EU migration – the cor-
relation was zero. Instead, the study showed 
that the skill level among EU labor migrants 
is remarkably high. While in some cases 
migrants are more likely to be unemployed 
than natives, this is due to ill-designed immi-
gration and integration policies rather than 
to generous public benefits.

Moreover, recent studies show that taxes 
and social security contributions paid by 
foreigners in Germany exceed per capita ex-
penditure on welfare benefits for the same 
group by about 2,000 euros annually. One 
of the main reasons is the favorable age 
structure of immigrants. This is also why the 
northern European countries should offer 
job prospects to skilled young people from 
Greece, Spain and Portugal, as well as from 
the reform countries of the Arab world. 

The only thing that ought to matter is their 
readiness to f ill the labor shortages that 
many German employers are experiencing. 
After all, that is what an advanced, glob-
ally integrated economy with a declining 

too little mobility of workers has been the 
core of the European migration challenge.

While geographical and internal mobility 
can be beneficial when employed in a bal-
anced way, migration across regions within 
a country and between countries within 
Europe has been in decline over the last 
decades, at least in some periods. Interre-
gional migration has played a much small-
er role in Europe’s economic adjustments 
than in the United States. This suggests 
that interregional migration has been an 
important component that has driven the 
relative success of the American economy 
for many years. It is only recently that Eu-
rope has become more flexible while the 
U.S. labor market became less f lexible.

All developed economies face a strong and in-
creasing excess demand for skilled labor. This 
is brought about by technological change, 
population aging and, in our European case, 
by a substantial decline in the future native 
European workforce. These upcoming needs 
clearly cannot be satisfied sufficiently alone 
by the local labor force or the educational 
system in the particular countries. 

Europe as a whole is more and more drawn 
into a competition to provide the institu-
tional settings for its companies to attract 
international skilled labor to fill the gaps. 
However, unlike traditional immigration 
countries such as the United States, Canada 
or Australia, Europe has no real track record 
in attracting high-skilled people – and there-
fore no real standing in the international la-
bor markets for this critical segment. That is 
why for Europeans, concepts like migration, 
return migration, onward migration and cir-
cular migration are the new challenges and 
phenomena one will rapidly need to learn to 
deal with in this phase of the international-
ization of the labor market.

Causes of regional immobility in Europe

IZA research for the European Commission 
has found that the lack of mobility in Europe 
can be attributed to a variety of factors. 
These include first and foremost the lack of 
language skills, but also such factors as rising 
female labor market participation (and there-
fore fewer double-income households that 
are truly mobile), an increase in the home-
ownership rate, barriers to the transferability 
of social security entitlements, insufficient 
cross-border recognition of formal qualifica-
tions, insufficient transparency of the Euro-
pean job market as well as of online search 
engines, persistent long-term unemployment 
(which leads individuals to depend on locally 
based social networks) and cultural barri-
ers. The study identified a low (1%) annual 
interstate mobility in Europe, in comparison 

IZA ReseaRch

Klaus F. Zimmermann

The Mobility Challenge for 
Growth and Integration in 
Europe

IZA Policy Paper No. 69

http://ftp.iza.org/pp69.pdf
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ven), Francesco Giavazzi (Bocconi Universi-
ty), and Daniel Gros (CEPS), Zimmermann’s 
outstanding research on migration and 

labor market issues has “led 
to a better understanding of 
the forces at work in Europe 
and of suitable policy pre-
scriptions.” EIB President 
Werner Hoyer presented the 
Prize, worth 40,000 euros, 
during an award ceremony 
in Warsaw on September 
19, 2013. In his acceptance 
speech, Zimmermann un-
derscored the importance 
of free labor mobility within 
the EU and called for Po-
land’s swift accession to the 
Eurozone.

(London School of Economics) and con-
sisting of Charles Bean (Bank of England), 
Paul de Grauwe (Catholic University of Leu-

ECONOMICS OF MigRation

Washington University and IZA), whose 
upcoming volume on this topic jointly with 
George Borjas (Harvard University and IZA) 
is forthcoming in the IZA Prize Book Series.

“President Obama’s plans to reform U.S. 
immigration policy are a step in the right 
direction. Granting citizenship is not only 
an essential component of credible integra-
tion policies, it also makes sense from an 
economic perspective,” said IZA Director 
Zimmermann, adding that Germany would 
be well advised to follow suit.

The White House brief is downloadable at:

 http://goo.gl/qCNVcT

sity, Burnaby), the volume contains con-
tributions, among others, by IZA Director 
Klaus F. Zimmermann (University of Bonn) 
and IZA Program Director of Migration 
Amelie F. Constant (George Washington Uni-
versity; Temple University) on the role of 
ethnic identity and citizenship in economic 
and social integration processes. 

The cited article by Ather H. Akbari (Saint 
Mary’s University) f inds that immigrants 
from developing countries are economi-
cally beneficial for the United States. The 
analysis corresponds to other IZA reports 
which have repeatedly called for a trans-
parent immigration policy coupled with 
consistent integration efforts. In addition, 
the White House paper also refers to earlier 
publications by Barry R. Chiswick (George 

Released in August 2013, a policy brief 
circulated by the Executive Office of the 
President of the United States analyzes the 
economic advantages of new immigration 
legislation paving a way to earned citizen-
ship. More specif ically, the Economic Op-
portunity and Immigration Modernization 
Act is requiring undocumented and aspir-
ing immigrants to pass background checks, 
pay taxes and penalties, and acquire Eng-
lish language skills in order to gain the 
American citizenship. In their analysis, 
White House experts referred to f indings 
from an IZA project funded by the Volk-
swagen Foundation, which culminated in 
the 2008 IZA book on “The Economics of 
Citizenship” (see also IZA Compact April/
May 2009). Co-edited by IZA Research Fel-
low Don J. DeVoretz (Simon Fraser Univer-

White House Cites IZA Findings in Brief on Immigration Reform

EIB Prize for IZA Director Klaus F. Zimmermann
The Luxembourg-based EIB Institute of 
the European Investment Bank awarded 
IZA Director Klaus F. Zimmermann with the 
f irst European EIB Prize for 
excellence in social and eco-
nomic research and its im-
plementation and diffusion. 
Zimmermann is honored for 
his lifetime scientif ic contri-
bution, including academic 
excellence and publication 
record as well as impact on 
public policy or society at 
large, with specif ic relevance 
to the prize’s topic, “Growth, 
employment and conver-
gence, with applications to 
the European Union.”

According to the prize com-
mittee chaired by Nobel lau-
reate Christopher Pissarides 

New Handbook on Migration Released
With the inescapable progress of glo-
balization, labor markets are bound to 
become more integrated. The impending 
demographic disruptions will set in with 
full force in many countries within the 
coming years. Climate change, natural 
disasters and the rise of the BIC coun-
tries (Brazil, India, China) will pose ad-
ditional labor market challenges. Ethnic 
diversity will continue to gain impor-
tance – as both an opportunity and a 
threat. 

All of these will eventually require a global 
reallocation of resources, which will force 
international and domestic labor markets 
to undergo major adjustment processes. 
The strong demand for skilled workers 
along with the f ight against extreme eco-
nomic inequality, the creation of ‘good’ 
jobs, and the increased employment of 
specif ic groups such as the young, older, 
female, low-skilled and ethnic minor-
ity workers will need scientif ic monitoring 
and evaluation, in order to initiate neces-

Amelie F. Constant
Klaus F. Zimmermann (Eds.)

The International 
Handbook on the 
Economics of Migration

Edward Elgar Publishing 
Cheltenham, UK / 
Northampton, MA, USA

September 2013, 588 pages 
Hardback ISBN: 978-1-84542-629-3 
E-Book ISBN: 978-1-78254-607-8

Werner Hoyer, Christopher Pissarides, Klaus F. Zimmermann
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INTERNATIONAL handbook

“A comprehensive, truly encyclopedic 
collection of original surveys and essays 
discussing migration and topics related to 
the movement of people among countries 
and areas. The studies both present and 
review the literature critically and in many cases 
offer new results. I can recommend this Handbook 
to any labor economist or sociologist with a scholarly 
interest, either for research or for instruction.”
Daniel S. Hamermesh (University of Texas at 
Austin; Royal Holloway University of London)

“An excellent, state-of-the-art guide to 
the rapidly changing intellectual terrain, 
providing comprehensive coverage of the 
topics necessary to comprehend pat-
terns and processes of migration in the 
world today. It will be an indispensable guide to 
scholars and policy makers for years to come.”
Douglas S. Massey (Princeton University)

“This is an extremely impressive volume 
which guides readers into thinking about 
migration in new ways. … A fascinating 
assessment of the role of migration in 
driving population change in the modern 
age. This will surely serve as a reference volume for 
those interested in migration for years to come.”
Deborah A. Cobb-Clark (Melbourne Institute 
of Applied Economic and Social Research)

“An excellent book that broadens our 
understanding of the economics of migra-
tion ..., an important reference in teach-
ing and learning about immigration.”
Giovanni Peri (University of California, Davis)

Introduction: frontier issues in migration research 
Amelie F. Constant and Klaus F. Zimmermann

PART I INTRODUCTION
1    Migration and ethnicity: an introduction

Amelie F. Constant and Klaus F. Zimmermann

PART II THE MOVE
2    Modeling individual migration decisions 

John Kennan and James R. Walker

3 The economics of circular migration 
Amelie F. Constant, Olga Nottmeyer
and Klaus F. Zimmermann 

4 The international migration of health professionals 
Michel Grignon, Yaw Owusu and Arthur Sweetman

5 Independent child labor migrants 
Eric V. Edmonds and Maheshwor Shrestha

6 Human smuggling 
Guido Friebel and Sergei Guriev

PART III PERFORMANCE AND THE LABOR MARKET
7 Labor mobility in an enlarged European Union 

Martin Kahanec

8 Minority and immigrant entrepreneurs
Robert W. Fairlie

9 Migrant educational mismatch and the labor market
Matloob Piracha and Florin Vadean

10 Ethnic hiring 
David Neumark

11 Immigrants in risky occupations 
Pia M. Orrenius and Madeline Zavodny

12 Occupational sorting of ethnic groups 
Krishna Patel, Yevgeniya Savchenko and Francis Vella

13 Immigrants, wages and obesity: the weight of the evidence 
Susan L. Averett, Laura M. Argys and Jennifer L. Kohn

PART IV NEW LINES OF RESEARCH
14    Immigrants, ethnic identities and the nation-state 

Amelie F. Constant and Klaus F. Zimmermann

15    Interethnic marriages and their economic effects 
Delia Furtado and Stephen J. Trejo

16    The impact of migration on family left behind 
Francisca M. Antman

17    Natural disasters and migration 
Ariel R. Belasen and Solomon W. Polachek

18    Immigration-religiosity intersections across the Atlantic
Teresa García - Muñoz and Shoshana Neuman

19    Immigration and crime 
Brian Bell and Stephen Machin

20    Immigrants’ time use: a survey of methods and evidence
David C. Ribar

21    Happiness and migration 
Nicole B. Simpson

PART V POLICY ISSUES
22    Frontier issues of the political economy of migration 

Gil S. Epstein

23    Skill - based immigrant selection and labor market 
outcomes by visa category
Abdurrahman Aydemir

24    Refugee and asylum migration 
Timothy J. Hatton

25    The economics of immigrant citizenship ascension 
Don J. DeVoretz

26    Welfare migration 
Corrado Guilietti and Jackline Wahba

27    Diaspora resources and policies 
Sonia Plaza

28    The evaluation of immigration policies 
Ulf Rinne

Content
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ECONOMICS OF MigRation

sary adjustment processes and labor mar-
ket programs in time.

Therefore, migration economics is a fast-
growing and exciting research area with 
very signif icant and rising policy relevance. 
This is also visible in the vibrant activities 
undertaken by the migration network or-
ganized by IZA. Quite timely, IZA has an 
entire research area devoted to migration. 

While the scope of migration is extending 
persistently, there is no adequate authori-
tative treatment of its various branches 
in one volume. To close this gap, Edward 
Elgar has just published the f irst Interna-
tional Handbook on the Economics of Mi-

gration edited by IZA Program Director of 
Migration, Amelie F. Constant, and IZA Di-
rector Klaus F. Zimmermann. 

The new Handbook goes beyond provid-
ing basic information on migration. It of-
fers the latest experiences on migration 
research and tackles frontier issues in the 
f ield. It provides comprehensive guidance 
to economics scholars, inquiring research-
ers, students of migration and policy ad-
visers. This Handbook is a carefully com-
missioned and refereed compilation of 28 
state-of-the-art chapters of research in the 
economics of migration written by 44 lead-
ing experts in the f ield. 

Each chapter comprises a critical assess-
ment of the status quo and presents chal-
lenges to the traditional economics of mi-
gration by addressing taboo issues. The 
handbook is structured in f ive sensible 
parts. Part I provides some core knowl-
edge of migration research, dealing with 
the economic and ethnic diversity caused 
by international labor migration, and their 
economic integration possibilities. Part II 
deals with ‘The move’ and covers models of 
individuals’ decisions, the phenomenon of 
circular migration, the migration of highly 
skilled health professionals and the dark 
side of the migration of people, such as 
child labor and human smuggling. Part III is 
about the performance of migrants and the 
labor markets, covering topics about immi-
grants as free movers within the enlarged 
EU, immigrants as entrepreneurs, and im-

book to a large audience at the Polish 
Academy of Sciences in Warsaw on Sep-
tember 18. Introduced by Remy Jacob, Di-
rector General at the European Investment 
Bank and Dean of the EIB Institute, Con-
stant and Zimmermann were joined by two 
of the authors, Corrado Giulietti (IZA) and 
Martin Kahanec (Central European Universi-
ty Budapest and IZA). The event was mod-
erated by Pawel Kaczmarczyk, Vice Director 
of the Centre of Migration Research at the 
University of Warsaw.

migrants’ educational mismatch. Ethnic 
hiring, immigrants in risky occupations, 
occupational sorting of ethnic groups and 
the wages and obesity of immigrants are 
novel and unexplored topics in this part. 

Going a step beyond the existing econom-
ics of migration literature, Part IV is about 
‘new lines of research.’ Immigrants’ indi-
vidual or group identities, ethnic identities, 
and the nation-state as well as interethnic 
marriages and their economic effects are 
examined and evaluated in this part. The 
impact of migration on family left behind 
and natural disasters and migration are es-
sential – yet neglected – topics in the eco-
nomics of migration as is immigration and 

religiosity intersections. The 
unexplored topics of immigra-
tion, crime, and happiness are 
for the f irst time presented and 
well explained. Likewise, im-
migrants’ time use makes its 
debut in this part of the Hand-
book. 

The Handbook’s last part deals 
with several policy and frontier 
issues. The political economy 

of migration, selection concerns, entry 
visas, refugees and asylees, citizenship as-
cension, and welfare migration are chap-
ters in this part that offer great of insights 
and useful guidelines for policymakers. 
Diaspora resources and policies is another 
original and novel chapter in Part V, while 
the evaluation of immigration policies pro-
vides a closure to the Handbook.

For more information see:

  www.iza.org/MigrationHandbook

Book presentation in Warsaw

As part of a series of book presentations, 
the editors presented the Migration Hand-

“A collection of essays that is remarkable in 
one extremely important way: It integrates 
many novel research topics into the main-
stream immigration literature. ... These 
survey papers are destined to become beacons 
for future researchers as each of these topics will inevi-
tably receive much more attention in future research.”
George Borjas (Harvard University)

Handbook of Migration Presentation Tour:

September 4, 2013: 
Academy of Sciences North-Rhine 
Westphalia, Düsseldorf

September 9, 2013: 
Academy of Sciences, Göttingen

September 12, 2013: 
Academy of Sciences, Vienna

September 18, 2013: 
Academy of Sciences, Warsaw

September 26, 2013: 
Harvard University, Cambridge

October 1, 2013: 
Temple University, Washington DC

October 3, 2013: 
Georgia State University, Atlanta

October 8, 2013: 
Eugenides Foundation, Athens

October 10, 2013: 
IZA Reform Workshop, Brussels

October 17, 2013: 
IZA Policy Fellow Meeting, Berlin

October 25, 2013: 
Chinese Academy of Social Sciences, Beijing

October 29, 2013: 
Labor Reform Congress, Oslo

November 20, 2013: 
Brookings Institute, Washington DC

November 25, 2013: 
Academy of Sciences, Bucharest

Remy Jacob, Klaus F. Zimmermann, Corrado Giulietti, Amelie Constant, Martin Kahanec 
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IZA events

tend to settle in high-crime areas, creating a 
spurious positive correlation between immi-
gration and crime. In addition, the criminal 
activity of migrants depends on their age of 
entry. Later entry predicts a lower probabil-
ity of being incarcerated. With more time 
spent in the U.S., the incarceration rates of 
immigrants converge to those of the U.S. 

born. Piehl also gave an overview of future 
research her area. The U.S., for example, de-
ports around 400,000 illegal migrants every 
year, and to date little is known about the 
determinants of these deportations. 

Two contributions investigated the impact 
of the 9/11 terror attacks on the lives of 
immigrants. Eric Gould (Hebrew University 
and IZA) studied the impact of the attacks 
on the muslim community in the U.S., and 
demonstrated that the behavior of muslims 
has changed signif icantly in the aftermath 
of the attacks, with a noticeable increase in 
the rate of intra-marriage as well as fertil-
ity. This is suggestive evidence of a higher 
degree of isolation of muslims in the U.S. 
since 9/11. The attacks did not only affect 
minorities in the U.S., but also in countries 
that were not directly affected. Simone Schül-
ler (IZA) analyzed the impact of 9/11 on the 
attitudes towards immigrants in Germany. 

She exploited the random timing of inter-
views in GSOEP panel data, and compared 

Giulietti (IZA) and Alpaslan Akay (IZA), which 
shows that – contrary to popular opinion 
– the presence of migrants in the neighbor-
hood increases the happiness of natives.

In line with the Simon lecture, the well-being 
of migrants and natives was the topic of a 
series of presentations. Getinet Haile (Univer-

sity of Nottingham and IZA) showed that 
migrants can decrease the happiness of na-
tive co-workers. Based on detailed establish-
ment data for the UK, he found that a higher 
concentration of migrants in the workplace 
is associated with lower happiness of natives. 
A more optimistic picture was drawn in a 
presentation by Alpaslan Akay who investi-
gated whether the happiness of immigrants 
in Germany is affected by macroeconomic 
conditions in their home countries. The re-
sult of the study is that an improvement in 
macroeconomic conditions in the home 
country increases the happiness of migrants. 
Migrants may, on the other hand, suffer from 
anti-immigrant sentiments in the destination 
country. Stephan Thomsen (NIW and University 
of Hannover) looked at election results of ex-
treme right-wing parties in Germany, show-
ing that higher vote shares for these parties 
lead to a sharp temporary decrease in the 
well-being of migrants.

This year’s Special Guest Lecture was deliv-
ered by Anne M. Piehl (Rutgers University and 
IZA), who gave an overview of her research 
on crime and justice, and the interaction of 
both with immigration. While, according 
to popular opinion, immigration increases 
crime, Piehl’s research shows that this as-
sociation is – if at all – spurious. Based on 
data that range from the age of mass migra-
tion until today, she shows that migrants 

With its 10th anniversary, the Annual Mi-
gration Meeting (AM2) celebrates a re-
markable success story of bringing together 
scholars from all over the world to present 
and discuss cutting-edge migration re-
search. To mark the anniversary, this year’s 
meeting brought the research community 
to one of the most symbolic locations for 
migration research: Jerusalem. Hardly any 
place on earth boasts a comparable degree 
of diversity of cultures, religions, and coun-
tries of origin, and thus guaranteed an in-
spiring environment for the event.

Amelie F. Constant, Program Director of Mi-
gration at IZA and founder of AM2, wel-
comed 40 participants from more than 
15 countries for an entire week of presen-
tations that covered migration in all its 
facets. Selected from about 120 excellent 
submissions, the program contained 31 
presentations, ranging from fundamental 
questions of ethnicity and well-being, labor 
markets, crime, and assimilation to highly 
debated policy issues such as illegal immi-
gration and attitudes towards immigrants. 

This year’s Julian Simon Lecture, the high-
light of AM2, was delivered by Amelie Con-
stant, who has pioneered the study of eth-
nicity, identity, and happiness in migration 

research. In his introduction, IZA Director 
Klaus F. Zimmermann talked about Julian 
Simon and his many contributions to the 
f ields of population and migration as well 

as to environmental economics, deregula-
tion, and even depression. In her lecture, 
Constant looked back on important devel-
opments in the f ield, and introduced the 
audience to an exciting set of new research 
questions. Migration may not only affect 
labor market outcomes, but also the hap-
piness of people. As an example, she pre-
sented results from joint work with Corrado 

A Decade of Cutting-Edge Migration Research
IZA Annual Migration Meeting Celebrates 10th Anniversary in Jerusalem

“ Thanks very much once more for 
one of the best ever meetings for 
me.”

Getinet Haile (Nottingham University 
and IZA)

“ ... It was the best conference I’ve 
ever been to!”

Madeline Zavodny (Agnes Scott 
College and IZA)

“ Many thanks for a perfectly orga-
nized event. This has set new stan-
dards, both from the framework, 
the organization and the content. 
It was a true 10th anniversary.”

Klaus F. Zimmermann (IZA Director; 
University of Bonn)

Amelie F. Constant, Corrado Giulietti
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nomic development of China. Two contri-
butions by Dandan Zhang (Peking University) 
and Joseph Friedman (Temple University and 
IZA) studied the impacts of this phenom-
enon on the Chinese population. While 
urbanization arguably has benefits in the 
long run, the mass movement from rural 
to urban areas may put a strain on cities’ 
infrastructure and amenities, thereby af-
fecting the welfare of people already living 
in cities. According to Zhang’s work, mass 
migration triggered a signif icant increase 
in students per teacher, while it had no 
impact on the provision of health services 
and only a mild effect on public transport. 
Friedman’s paper, by contrast, focused on 
the well-being of Chinese internal migrants, 
and asked whether the often rudimentary 
housing conditions in cities have a negative 
impact on the well-being of migrants. The 
relationship between health and well-be-
ing is stronger for migrants living in worse 
housing condition. Less healthy migrants 
are more depressed when they are living in 
houses with a poor standard. 

A much-debated policy issue in Europe 
and elsewhere is illegal immigration. Two 
papers by Linguere Mbaye (IZA) and Carlo 
Devillanova (Bocconi University and IZA) 
dealt with the causes and consequences 
of illegal migration. Based on an original 
survey collected in Dakar, Mbaye studied 
how risk and time preferences drive illegal 
migration from Senegal. Her work shows 
that people with a larger preference for to-
day’s income, as well as people with a low 
degree of risk aversion, are more likely to 
emigrate illegally. This mechanism results 
in a self-selection of less patient and more 
risk-loving emigrants. Despite most receiv-
ing countries trying to prevent illegal migra-
tion in the f irst place, many countries have 
amnesty programs, granting a residence 
and working permit to undocumented mi-
grants that have lived in the country for a 
certain period. Devillanova analyzed the 
impact of such amnesties on employment 
probabilities of immigrants, using unique 
data from an Italian charity, and exploit-
ing a sharp discontinuity in the eligibility 
criteria for the amnesty. His main f inding 
is that, even before the amnesty takes ef-
fect, the employment probability of eligible 
migrants increases signif icantly compared 
to migrants that were not eligible.

A series of papers discussed the impact of 
migration at the macro level. For a destina-
tion country, migration can have costs, for 
example higher transaction costs and lower 
trust, as well as benefits, through the com-
plementarity of migrants’ skills and a larger 
innovative potential. Hillel Rapoport (Bar-
Ilan University and IZA) developed a new 
index for birthplace diversity to study the 

compared German and British migrants in 
the U.S. with people who stayed in the re-
spective home countries, and asks whether 
marrying a U.S. native increases educational 
attainment. Measuring a true causal effect 
is complicated by marital sorting and selec-
tive migration. Using an IV strategy based 
on past educational spending and migration 
decisions during early adulthood, she con-
vincingly showed that migration increases 
the likelihood of “marrying up” for women 
and decreases it for men.

An unexplored channel of earnings assimi-
lation is the choice of f irst name after ar-
riving in the host country. In an innovative 
paper, Costanza Biavaschi (IZA) showed that 
this channel mattered a great deal during 
the age of mass migration to the U.S. in the 
early 20th century. Migrants who changed 
their f irst name from their native language 
to a popular f irst name in the U.S. could 
increase their income by aroud 5-10%. Ex-
ploiting a clever IV strategy based on the 
complexity of names as measured by their 
score in the board game Scrabble, the au-
thors show that this effect is causal.

Boris Hirsch (University of Nuremberg) pre-
sented new evidence for a more conven-
tional obstacle to earnings assimilation: 
monopsonistic discrimination. Migrants 
may have less information about jobs, and 
their skills may not be applicable to all jobs 
and f irms, allowing f irms to set wages of 
immigrants below their marginal product. 
Using administrative data from Germany, 
Hirsch showed that monopsonistic dis-
crimination can explain a substantial share 
of the native-immigrant wage gap.

A new mass migration movement of un-
precedented size is emerging in China. 
Every year, millions of workers move tem-
porarily from rural to urban areas, and we 
are only at the outset of understanding the 
implications of this movement for the eco-

the changes in attitudes towards immi-
grants for individuals being interviewed 
before and after the attacks. The effect is 
stronger for less-educated people, suggest-
ing a moderating role of education.

An old question in the economics of mi-
gration is whether immigrants assimilate 
in the host country, and what determines 
the speed of assimilation. Four innovative 
papers presented by young authors provid-
ed new answers to this age-old question. 
The assimilation process of young immi-
grants may be hampered by the diff iculty 
of learning the language of the destination 
country. Ingo Isphording (Ruhr Universität 
Bochum and IZA) showed that young im-
migrants whose language is distant from 
the one spoken in the host country face a 
sizeable initial disadvantage in test scores. 
Moreover, a larger initial distance results in 
a lower rate of convergence, implying per-
sistent differences in eduational success 
between immigrants and natives.

Another potential catalyst for assimilation is 
inter-marriage, as demonstrated by Rebekka 
Christopoulou (Ohio State University). She 

Anne M. Piehl
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an inspiring location, participants could 
also enjoy a unique social program. In 
the spirit of the non-profit status of IZA, 
educating the community and producing 
knowledge, and Amelie Constant’s com-
mitment to mentoring the junior research-
ers, this year’s AM2 had a novel session on 
“How to Get Published.” Corrado Giulietti, 
managing editor of the IZA Journal of Mi-
gration (IZA JoM), presented the f ive new 
academic journals of IZA, enumerated the 
advantages of these open access journals, 
and provided statistics about rejection 
rates and the speed of publication. He also 
familiarized the audience with the IZA JoM 
website, the journal’s aims and vision, and 
the papers already published.

The organizers appreciated Hebrew Uni-
versity’ support as well as the participation 
of their faculty and students. AM2 was also 
honored to have Heike Kauls from the Ger-
man Embassy in Tel Aviv attend the meet-
ing. The program and papers are available 
online at:

 http://www.iza.org/AMsquared

of the current economic crisis in Europe, 
where migration from Southern Europe 
to Germany has increased sharply over 
the last f ive years. Herbert Brücker (IAB and 
IZA) took a closer look at these migration 
flows, and showed that the recent migra-
tion wave to Germany can be mostly ex-
plained by the decrease in the attractive-
ness of other potential destinations such 
as the UK, Ireland, or Spain. By moving to 
a different country and by learning about 
a new culture, migrants may also become 
more open-minded and bring ideas back to 
their home countries after returning. This 
mechanism can be particularly beneficial 
for political leaders in developing coun-
tries. Marion Mercier (Paris School of Eco-
nomics) collected data on more than 500 
political leaders, showing that countries 
with a leader with a migration experience 
went through a signif icantly faster democ-
ratization process.

Overall, the diversity and quality of papers 
presented at the 10th AM2 and 4th Migra-
tion Topic Week highlights IZA’s commit-
ment to excellence in the area of migration. 
Besides an excellent scientif ic program and 

impact of the diversity of immigration on 
economic prosperity in a sample of more 
than 90 countries. His main f inding is that 
birthplace diversity has a strong positive 
association with economic prosperity. This 
result is robust for many specif ications, giv-
ing evidence that immigration has overall a 
positive impact on a country’s welfare. 

A much debated issue in the development 
literature is whether emigration can be 
beneficial for the migrant sending coun-
tries. The recent literature on the so-called 
“brain gain” has shown that emigration 
can foster growth in the sending country 
when people have a larger incentive to in-
vest in human capital. In a new paper, Gil 
Epstein (Bar-Ilan University and IZA) pres-
ents a less optimistic view. Professional 
regulations in the destination countries 
may reduce the incentive to invest in hu-
man capital, leading to what he calls a “mi-
gration trap.”

In the presence of macroeconomic imbal-
ances between countries, labor mobility 
can be an important adjustment mecha-
nism. This is particularly important in light 

Workshop on Migration and Human Capital at IZA in Bonn
Human capital and migration are intimately 
related. Seminal studies on the economics 
of migration recognize that the migration 
decision is a function of the individual’s hu-
man capital, and depends also on the level 
of human capital of both sending and re-
ceiving countries. At the same time, the skill 
development of migrants is affected by the 
migration experience. At the aggregate level, 
migration flows have consequences on the 
skill development and distribution across 
countries. These two intertwined areas of 
research were at the heart of the “Migration 
and Human Capital” workshop organized 
by IZA in cooperation with the Center on 
Human Capital on May 23-24, 2013. The 
scientific program put together by Klaus F. 
Zimmermann (IZA and Bonn University), Cor-
rado Giulietti (IZA) and Isaac  Ehrlich (University 
at Buffalo, SUNY and IZA) featured a num-
ber of distinguished economists currently 

working on these areas. The 
workshop was organized in 
collaboration with the IZA 
Journal of Migration and 
the Journal of Human Capi-
tal. Papers presented at the 
event are currently in the ed-
itorial process of these two 
journals. 

The assimilation of migrants 
is an emblematic example of 
the connections between 
migration and human capi-
tal. This topic was at the 
center of the presentations 
by George J. Borjas (Harvard University and 
IZA) and James P. Smith (RAND and IZA). In 
his work, Borjas revisits the role of aging and 
cohort effects in migrants’ assimilation. The 
key finding of his paper is that there are co-

hort effects not only in 
terms of wages, but also 
in terms of wage growth. 
Borjas argues that more 
recent cohorts of immi-
grants to the U.S. have 
lower entry wages but 
at the same time face 
slower rates of wage 
convergence. This seems 
attributable in part to 
the slowdown of more 
recent immigrants in 
acquiring U.S.-specific 
human capital – such as 
language. Smith offered 

a comprehensive historical perspective on 
immigration from Europe to the U.S. His 
research explores how migration has been 
a pathway to acquiring human capital for 
succeeding generations (i.e., for second, 

Isaac Ehrlich
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ness strategies of migrant entrepreneurs in 
the city of Amsterdam. The data used in his 
analysis are based on systematic interviews 
and survey questionnaires. One of the major 
findings is that second generation migrants’ 
firms are more successful in terms of busi-
ness performance, mainly as a result of in-
novative break-out strategies of these firms. 
The highly debated relationship between 
immigration and crime was presented by 
Machin using data for England and Wales 
for the period 2001-2011. He found that 
migration rates are unrelated to crime rates 
across local authorities. This result holds 
after taking into consideration migrants’ 
sorting and the possibility that crime also 
affects migration. 

Corrado Giulietti presented a paper on Chi-
na, a country which is experiencing massive 
internal migration and in which human cap-
ital development is becoming a key target of 
public policy. His work explores the influ-
ence of siblings on the human capital devel-
opment of children in rural China using the 
Rural-to-Urban Migration in China dataset 
(RUMiC). The results show that the sizable 
siblings influence on the test performance of 
children is stronger among children whose 
parents have migrated to urban areas. Older 
sisters are those who exhibit positive influ-
ence on the performance of their younger 
siblings, and younger brothers are the most 
reactive to such influence. 

The workshop also featured an academic 
panel including Amelie F. Constant (George 
Washington University, Temple University 

and IZA), Isaac Ehrlich, 
Lawrence M. Kahn (Cor-
nell University and IZA), 
Peter J. Kuhn (University 
of California, Santa Bar-
bara and IZA) and Klaus 
F. Zimmermann, who 
discussed the frontiers 
of research on the areas 
of human capital and 
migration. The session 
was moderated by Cor-
rado Giulietti. Among 
the debated topics were 
the impact of migra-
tion on the knowledge 
economy, the potential 

effects of migration on population age-
ing, the rise of circular, repeated migration 
and student migration, and the future role 
of immigration policies. The panel was fol-
lowed by a roundtable discussion among 
the workshop participants. 

The presented papers are downloadable 
from the IZA website:

  www.iza.org/link/mhc2013

distribution over the course of economic 
development. Their theoretical model pre-
dicts that the level and composition of mi-
grants’ skills are positively related to the 
relative level of human capital attainments 
between destination and sending countries. 
Their hypothesis was empirically tested by 
using international migration data from the 
World Bank for the period 1975-2000, and 
preliminary results were outlined. Frédéric 
Docquier (Université catholique de Louvain 
and IZA) presented his recent work which 
aims at quantifying the effect of migration 
policy reforms on the distribution of income 
across countries. Using a calibrated model 

matched to data from 1975 to 2000, his 
analysis reveals that removing migration 
restrictions increases hu-
man capital formation. This 
impact is particularly strong 
in the long run, due to the 
indirect effect of migration 
on fertility rates. 

Topics related to European 
immigration were covered 
in the presentations by Juan 
F. Jimeno (Bank of Spain 
and IZA), Peter  Nijkamp 
(VU University Amsterdam 
and IZA) and by Stephen 
Machin (University College 
London and IZA). Jimeno 
documented the changes in 
the migration patterns of Spain, which re-
cently experienced a dramatic decrease in 
net migration. He showed that this sudden 
change was mostly attributable to the un-
employment crisis initiated in 2008, which 
increased the incentives of both immigrants 
and Spaniards to emigrate abroad. In many 
cases, high skilled individuals are more likely 
to emigrate, determining a potentially large 
brain-drain issue for Spain. Nijkamp inves-
tigated the drivers and barriers for the busi-

third or further generations of European im-
migrants). Using data which span the entire 
20th century, Smith analyzed time series 
education trends for immigrants by country 
or origin in order to compute the “education 
gains” deriving from immigration. While the 
results are heterogeneous within and across 
countries in European migrants to the U.S., 
education gains seem to be particularly 
large among Polish and Italian migrants. 

A second topic was the influence of sending 
countries on the labor market behavior of 
migrants in destination countries. Deborah 
A. Cobb-Clark (University of Melbourne and 

IZA) presented a paper on the relationship 
between return migration and the age pro-
file of retirement among immigrants in Aus-
tralia. The main argument is that host coun-
tries will experience lower costs with old-age 
pensions and health care if immigrants work 
while they are young, and then delay their 
retirement or choose to return home in 
their old age. Her findings indicate that im-
migrants from countries with higher return 
migration rates are less likely to retire in Aus-
tralia. Francine D. Blau (Cornell University and 
IZA) investigated how the labor supply and 
wages of immigrant women in the United 
States are affected by their own labor supply 
prior to migrating and by the overall female 
labor supply in their source country. Results 
from her analysis, based on the New Immi-
grant Survey, suggest that women who mi-
grate from countries with relatively high lev-
els of female labor supply work more in the 
United States. Such effects persist even after 
taking into consideration each woman’s own 
labor supply prior to migrating. 

Two papers were devoted to the links be-
tween migration and skill distribution. Isaac 
Ehrlich and Jinyoung Kim (Korea University) 
looked at the role of the migration process 
for the evolution of income and fertility 

Lawrence M. Kahn
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sive. According to the paper presented by 
Barry T. Hirsch (Georgia State University 
and IZA), California’s mandated paid fam-
ily leave resulted in modestly lower earnings 
combined with a relative increase in the 
employment of young women.

Lisa Dickson (University of Maryland) 
opened the session on education with her 
study of the Texas Top 10 percent plan, 
which requires public universities to admit 
students who graduate in the top decile of a 
Texas high school class. She found that the 
students admitted to the state’s two public 
f lagships under this new law are dispropor-
tionately female. Kenneth Troske (University 
of Kentucky and IZA) found that the mon-
etary returns to associate’s degrees and di-
plomas are higher for women than for men 
and lead to higher employment. Accord-
ing to Christopher Jepsen (University College 
Dublin), there is no effect of General Edu-
cational Development (GED) certif ication 

of education, including post-secondary 
education, vocational programs and on-
the-job training. There was an additional 
focus on the effects of labor market activa-
tion programs on employment, an impor-
tant topic given the increasing number of 
long-term unemployed that most OECD 
countries are facing in the aftermath of the 
f inancial crisis. 

The opening session dealt with job and 
worker flows. James R. Spletzer (U.S. Cen-
sus Bureau and IZA) analyzed the causes 
of the recent decline in U.S. employment 
dynamics and discussed potential implica-
tions for the labor market. Erika McEntarfer 
(U.S. Census Bureau) showed that net job 
creation at high-quality f irms (with quality 
measured in terms of average pay, average 
churn rate and size) is more responsive to 
the business cycle than that of low-quality 
f irms, whereas gross hire and separation 
rates at high-quality f irms are less respon-

The 12th IZA/SOLE Transatlantic Meeting 
of Labor Economists, organized by Dan A. 
Black (University of Chicago) and IZA Di-
rector Klaus F. Zimmermann (University of 
Bonn), took place in Buch near Munich in 
June 2013. The annual meeting, organized 
by IZA in collaboration with the U.S.-based 
Society of Labor Economists, brings to-
gether scholars from all over the globe, but 
in particular from the U.S. and Europe. The 
picturesque meeting location on the shores 
of the Ammersee Lake provides a relaxed 
environment for young and established 
labor economists to present their policy-
oriented work in labor economics. 

The paper presentations focused on a 
number of important issues that modern 
labor markets face. The complex relation-
ship between migration, employment and 
wages was explored by the conference par-
ticipants. Special attention was also given 
to the monetary returns to different types 

IZA Workshop on Social Networks 

IZA/SOLE Transatlantic Meeting of Labor Economists

Social networks, represented by family, 
friends, and acquaintances, affect every-
day economic choices. They are an impor-
tant source of information about jobs, but 
can also affect crime behavior, education 
investment and the provision of public 
goods. Research on these and many other 
topics was presented at the IZA Workshop 
on Social Networks which took place in 
Bonn on June 28-29, 2013. Organized by 
Corrado Giulietti (IZA), Jackline Wah-
ba (University of Southampton and 
IZA), Yves Zenou (Stockholm Univer-
sity and IZA) and Klaus F. Zimmer-
mann (IZA and University of Bonn), 
the event gathered top scholars 
in both theoretical and empirical 
topics on social networks.

Benjamin Golub (MIT) presented a 
theoretical framework where char-
acteristics of networks influence 
the provision of public goods. Other 
theoretical presentations featured 
the efficient estimation of simulta-
neous equation network models by 
Xiaodong Liu (University of Colorado), 
the study of altruism in networks by Yann Bra-
moullé (Laval University) and the modeling of 
selling through referrals by Daniele Condorelli 
(University of Essex).

In a session on lab and f ield experiments, 
Sanjeev Goyal (University of Cambridge) pre-
sented the results of an experiment aiming 

at assessing the role of social networks on 
economic intermediation. Patrick Arni (IZA) 
outlined preliminary results from a ran-
domized experiment in which job seekers 
are provided with information about the 
relevance of social networks in job f ind-
ing. Marcel Fafchamps (University of Ox-
ford) provided experimental evidence that 
people behave pro-socially in small groups 
but tend to be more self ish in market-like 

situations. Margherita Comola (Paris School 
of Economics) reported on an experiment 
in Nepal studying how changes in formal 
f inancial access affect social networks and 
thereby household expenditure.

Other papers focused on how social 
networks affect the behavior of agents 

such as f irms, politicians, job-seekers, 
students and criminals. Michael König 
(University of Zurich) explored theoreti-
cally and empirically the relationship of 
R&D collaboration networks in indus-
tries where f irms compete in the product 
market. The paper presented by Adam 
Szeidl (Central European University) used 
detailed data on elections and public 
contracts to document the link between 

political connections and misal-
location of economic resources. 
Using data from the UK, Kon-
stantinos Tatsiramos (University of 
Leicester and IZA) provided com-
prehensive evidence that a higher 
number of employed friends in-
creases job f inding rates. Eleonora 
Patacchini (Syracuse University 
and IZA) presented a theoretical 
framework in which both weak 
and strong network ties inf luence 
the education decisions. Matthew 
J. Lindquist (SOFI, Stockholm Uni-
versity) explored the relationship 
between crime and networks by 
means of a theoretical and empir-

ical framework simulating the reduction 
of crime attributable to removing the key 
player from the network.

The program with downloadable papers is 
available online:

 www.iza.org/link/socialnetworks2013
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model, he showed how migrants, linked to 
networks that are better-integrated in the 
receiving country, receive more accurate 
information and make fewer errors in their 
migration decision. Using data on Mexican 
immigrants in the U.S., his empirical work 
confirmed the theoretical predictions. Fi-
nally, Steven Stillman (University of Otago 
and IZA) demonstrated how immigrants 
jointly decide on retirement and return mi-
gration. A larger share of return migrants 
from the same country of origin decreases 
the retirement age. 

The closing session dealt with various labor 
market issues. Pietro Garibaldi (Collegio Car-
lo Alberto and IZA) presented a model that 
may be of high relevance to understand the 
behavior of labor markets in times of eco-
nomic crisis. His model shows that highly 
leveraged f irms destroy more jobs during 
a recession, which can lead to higher fluc-
tuations in the unemployment rate. Stephen 
Jenkins (London School of Economics and 
IZA) analyzed earnings and labor market 
volatility in Britain over the last 20 years. 
He demonstrated that labor market volatil-
ity decreased over time, and that this de-
crease was mainly due to employment tran-
sitions. The presentation by Thierry Magnac 
(Toulouse School of Economics and IZA) 
closed the scientif ic program. In his paper 

he develops a structural model of post-
education human capital accumulation. 
Based on French panel data, he showed 
that small differences in initial conditions 
can lead to substantial income differences 
over the life course, leading to signif icant 
income inequality. 

The call for papers for the 13th IZA/SOLE 
Transatlantic Meeting of Labor Econo-
mists, to be held at the same location next 
summer, will be released towards the end 
of this year. The papers presented at this 
year’s meeting are downloadable from the 
IZA website:

 www.iza.org/link/TAM2013

vestigated how well federally funded job 
training works, and found positive earnings 
impacts of training for adults but much less 
so for dislocated workers. There are also 
positive mobility effects of training but the 
incidence of training differs by age, educa-
tion and race.

The next session dealt with migration. To 
begin with, Govert Bijwaard (NIDI - Neth-
erlands Interdisciplinary Demographic 
Institute and IZA) examined the return 
migration of foreign students and his re-
sults suggest that employment and form-
ing a family induce students to stay in the 
Netherlands while unemployment induces 
them to leave. A paper by Katarina Katz 
(Karlstad University) concluded that there 
is a wage penalty for immigrants to Sweden 
compared to natives and that this penalty 
grows, the older the immigrant is on ar-
rival to Sweden. Gregory Verdugo (Bank of 
France and IZA), in a study of immigrants 
to France, f inds that immigration has no 
negative impact on employment, although 
it does lower the median annual wages of 
natives.

Migration was also a dominant theme on 
the third conference day. Catalina Amuedo-
Dorantes (San Diego State University and 
IZA) showed that harsh measures against 

undocumented immigrants can actually 
backfire. She analyzed the gradual intro-
duction of a verif ication system across U.S. 
states, which was aimed at keeping com-
panies from hiring undocumented work-
ers. Upon introduction of the system, the 
states concerned received fewer foreign di-
rect investments. Francisca Antman (Univer-
sity of Colorado Boulder and IZA) studied 
the impact of aff irmative action, which fa-
vors minorities, on the self-identif ication of 
ethnic minorities in the U.S. census, show-
ing that in states that implemented aff ir-
mative action policies, the share of people 
identifying as members of a minority in-
creased. Benjamin Elsner (IZA) presented a 
new angle on the role of diaspora networks 
in migration decisions. In a theoretical 

on either employment or earnings but GED 
certif ication increases postsecondary par-
ticipation. 

The f irst session of the second day saw a 
thematic move to training and youth is-
sues. María Laura Alzúa (CEDLAS-UNLP) in-
vestigated the effect of a training program 
for low income youths in Argentina, f inding 
that it led to higher employment and bet-
ter access to credit for participants. Karina 
Doorley (IZA), combining a natural experi-
ment and structural modeling techniques, 
examined the French minimum income, 
showing that the introduction in 2009 of 
an in-work-benefit component negated the 
work disincentive that was traditionally as-
sociated with it. Cristina Lopez-Mayan (Au-
tonomous University of Barcelona) studied 
the transition from vocational schooling to 
the f irst job in Spain and found that being 
a female, f inishing education older or hav-
ing high-educated parents reduced the exit 
rate to employment. Workplace training 
was also found to reduce unemployment 
duration. Ola Vestad (Statistics Norway) 
explored the effects of the number of jobs 
released through early retirement on la-
bor market outcomes for young potential 
entrants. For every additional early retire-
ment pensioner, he discovered that there is 
room for one new labor market entrant.

The session on labor market policies was 
opened by Mehtabul Azam (Oklahoma State 
University and IZA), who examined an In-
dian public works program, the National 
Rural Employment Guarantee Act (NRE-
GA). His results suggested that it increased 
the labor market participation and wages 
of females, in particular. Eva Deuchert (Uni-
versity of St. Gallen) studied a Swiss hiring 
subsidy aimed at those with disabilities 
and found that the subsidy is likely to in-
crease call-back rates in a group of clients 
of job coaching services. According to Mat-
thias Hertweck (University of Konstanz), the 
German Hartz reforms, a series of labor 
market reforms, has led to more eff icient 
employer-employee matching. Jeffrey A. 
Smith (University of Michigan and IZA) in-
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children are able to grow up with ample 
chances for social mobility. Asylum-seek-
ing should become part of a selective im-
migration policy, so that present risks of 
human traff icking are reduced. 

Sustainable economic growth in the EU 
is lagging because of the combination of 
a lack of vibrancy and a credit crunch. 
The credit crunch is the term to signify an 
historically unprecedented gap between 
gross savings and gross investment in 
many of the EU countries. It is the conse-
quence of the f inancial crisis and the sub-
sequent need to f ix the f inancial frame-
work through the implementation of the 
“Basel 3” agreements on the maximum 
leverage banks can engage in, and the EU 
banking union which guarantees cross na-
tional supervision of banks and a savings 
guarantee system. In the workshop we fo-
cused on the restoration of vibrancy while 
assuming that credit will resume its usual 
course to bring investments in line with 
savings.

Highlights of the presentations

The following is an overview of the vari-
ous f indings presented by the workshop 
participants.

Vibrancy is hard to imagine without ad-
justments in the organization of the wel-
fare state. In particular, employment 
protection legislation in most EU coun-
tries needs to be reconsidered to allow 
more training possibilities for temporary 

contracts and to allow for 
more mobility with perma-
nent contracts. Europe will 
need to attract global tal-
ent with more “self ish” im-
migration policies, driven 
less by political objectives 
and more by economic im-
peratives.

“Happiness” might in-
crease in the process, as 
unemployment has such a 
strong negative impact on 
the happiness of people 
who themselves experience 

unemployment, but also on that of those 
who are employed. Youth unemployment 
has scarring effects on youngsters, often 
visible some 20-30 years later.

Solutions for youth unemployment should 
be imbedded into long-run employment 
policy which aims at full employment. The 
youth employment guarantee of the EU 

Current situation in Europe

The performance of Europe in the past 70 
years in terms of economic growth and 
income convergence has been extraor-
dinary. However, the European miracle 
turned out not to be resilient to the f i-
nancial and economic crisis from 2008 
onwards. The perspectives of a “mud-
dling through” scenario for the period 
2013-2020, in which the f inancial frame-
work is f ixed, are not encouraging: low 

growth, a loss of some 90 
million job years compared 
to a no-crisis scenario, and 
increasing income inequal-
ity. In contrast, a vibrant 
scenario with major re-
forms in the factors which 
drive innovation (includ-
ing higher education and 
public research), combined 
with substantial changes 
in EPL and taxation/social 
security as well as in CO2 
emission regulation world-
wide creates a promising 
basis for full employment, 

less income inequality, more growth and 
more sustainability. The vibrant scenario 
might (substantially) increase “happi-
ness” in Europe compared to “muddling 
through”.

The vibrant scenario requires the comple-
tion of the Euro common currency zone 
through joint economic policy, in such a 
way that the policies are owned in all of 
the countries (and not felt 
as being imposed by some 
foreign power). This can be 
engendered by increasing 
the cooperation between 
the European and the na-
tional parliaments on eco-
nomic policy. The Euro area 
can only survive with more 
economic coordination. 
At the same time national 
parliaments need to be in-
volved in that process, so 
that these policies are fully 
owned.

The demographic transition which takes 
place in Europe – with a strong impact in 
countries like Germany and Italy – makes 
an adjustment of welfare systems ur-
gent. Immigration policy can be helpful in 
smoothing that transition if well devised 
(meaning selective) and combined with 
more attention for the integration of im-
migrants while ensuring that immigrant 

How to build a vibrant European labor 
market with full employment? To debate 
this question, a group of former ministers, 
active politicians, labor market experts 
and stakeholders from business and from 
trade unions gathered in Bonn on July 11-
12, 2013. The workshop on “A European 
Labor Market with Full Employment, More 
Income Security and Less Income Inequal-
ity in 2020” was jointly organized by IZA 
Director Klaus F. Zimmermann (University of 
Bonn) and Jo Ritzen (former Dutch Minister 
of Education and former 
President of Maastricht 
University), who initiated 
the Vibrant Europe Forum 
(VEF) in 2012. After their 
introduction, additional 
opening remarks were given 
by Gesine Schwan (President, 
Viadrina-Humboldt School 
of Governance).

The participants also dis-
cussed the thrust of elec-
tion programs for the 
upcoming European Parlia-
ment elections (May/June 
2014) in which political parties can ex-
press their mandate for a vibrant Europe. 
The policy statements that can serve as 
the point of departure are downloadable:
 www.iza.org/files/IZA-VEF-Statements.pdf 

The experts concluded that vibrancy and 
full employment in Europe are feasible, 
but the sense of urgency for achieving 
these goals is lacking. Vibrancy requires 
more investment in research and develop-
ment, more new, innovative businesses 
and in particular more labor mobility 
within and across Europe. Vibrancy and 
full employment also require less employ-
ment protection for permanent jobs and 
more realistic immigration policies. The 
workshop advanced the notion of a Eu-
ropean social contract in which vibrancy 
and the drive towards full employment are 
combined with the reduction of income 
differences within countries. In addition, 
well-functioning employment services, rel-
evant labor market training programs and 
income support to sustainable employ-
ment are needed. 

In general, the workshop participants 
stressed the importance that political par-
ties take the challenge of more vibrancy 
and full employment in Europe seriously 
in their party programs for the European 
Parliamentary Elections of June 2014. This 
would allow voters to give elected parlia-
mentarians a clear mandate.

IZA/VEF Workshop in Bonn: How to Build a Vibrant Europe

Gesine Schwan

Jo Ritzen
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country can be also used in other coun-
tries,

•		making	 room	 for	 discussions	 on	 CSRs	
between the EP and national parlia-
ments,

•		easing	 the	 f iscal	 and	 monetary	 con-
straints (Maastricht criteria) for those 
member states which sign up for reform 
aimed at full employment, according to 
an agreed framework, 

•		improving	 mobility	 across	 European	
member states by improving language 
skills (compulsory English as a second 
language starting at an early age),

•		recognizing	 degrees	 and	 work	 experi-
ence of other EU countries,

•		providing	 f inancial	 support	 for	 dis-
missed workers such as severance pay-
ments, complementary unemployment 
compensation.

The transferability of social security rights 
is almost impossible in view of the wide 

variety of social security 
systems in Europe. At pres-
ent all social security rights 
apply equally to migrating 
EU citizens with a work per-
mit as to citizens of the host 
country, inviting “welfare” 
migration which undercuts 
the European social mod-
el. The present state that 
citizens of well-def ined 
countries cannot migrate 
without a work permit does 
not need to be changed to 
avoid this, but a regular 
evaluation is needed of the 

countries for which work permits are not 
necessary.

It might be useful to expand employment 
services EU-wide to include:

•		paid	 leave	during	 the	notice	period	 for	
the purpose of job seeking (e.g. 5-20 
days),

•		sponsorships	enabling	individuals	to	try	
out a new job to see if it suits both par-
ties (try outs)

•		information	 about	 labor	 market	 and	
training possibilities, training, personal 
guidance, advice and counseling (on 
education and career choices), coach-
ing on job search processes, personal 
development activities individually or in 
groups (starting at the moment of the 
notice of dismissal),

Employment policy cannot do without 
a national dialogue between employ-
ers, workers and the government, with 
a last say for national politics. This has 
been missing in the early years of the cri-
sis where trade unions avoided the social 
dialogue as they did not want to be part 
of the crisis. Employment is a subject of 
the EU in the treaty since the mid-1990s. 
In the semester approach the Country 
Specif ic Recommendations (CSRs) on em-
ployment need to have more signif icance. 
This can perhaps be realized by regular 
meetings between the EP and national 
parliaments on the CSRs.

EU member states should focus their in-
novation on greening: less of food print, 
less CO2 emission (in an international 
competitive setting), less dependency for 
imported gas and oil from regions with 
human rights problems. 

EP election programs for 
a vibrant Europe

The following policy statements for elec-
tion programs were discussed at the work-
shop.

1. Full employment should 
become a goal for the EU 
to be realized by 2020. The 
new EP should demand 
from the Commission an 
“employment proposal” 
which has the potential 
that lasting full employ-
ment might be regained 
relatively soon.

2. Labor mobility must be 
increased in the EU (within 
and between countries), 
with the EU member states at the helm, 
leveraged by the EU as a knowledge clear-
ing house (on what works and what does 
not work), with country specif ic recom-
mendations and guidelines. The need for 
increased labor mobility is rooted in the 
reduced half-life of products, the creative 
destruction of jobs due to innovation, and 
the unemployment differences between 
industries, regions and countries. Many 
different measures are needed:

•		reconstructing	severance	pay	in	perma-
nent employment in the Austrian way 
as an accumulated saving which can be 
transferred to another job,

•		improving	employment	service,

•		creating	more	 room	 for	 temporary	mi-
gration between EU countries by fa-
cilitating that social rights built up in a 

bears serious political risks if there is no 
job at the end of the guarantee period.

Technological progress (innovation) cre-
ates new wealth, but also destroys exist-
ing jobs in f irms whose products become 
obsolete as a result of innovation. This 
generally leads to more, but also differ-
ent jobs. Consequently, job security in the 
sense of the permanence of the existence 
of a certain set of tasks to be fulf illed at 
a certain f irm has substantially decreased 
in the past decades, as the half life time of 
jobs has decreased. Individuals are them-
selves responsible for their employability. 
In the Austrian system, severance pay is 
replaced by transferability of savings ac-
counts, which accrue with the length of 
employment.

Temporary jobs have been a savior of em-
ployment even though they should pro-
vide more opportunities for training and 
career development. The educational mis-
match on the labor market can be reduced 
by furthering dual education, also on the 
tertiary level. Increased labor mobility is a 
prerequisite for the road towards full em-
ployment.

The present reduction of government ex-
penditures should be put in the perspec-
tive that in most of the EU countries gov-
ernment expenditures in real terms after 
the austerity measures are still (substan-
tially) higher than they were at the turn of 
the century. The impact of the crisis has 
halted quite abruptly the convergence 
in the EU: it was harsher for most of the 
poorer EU countries than for the richer 
ones.

It is important to focus on income in-
equality within and between EU countries 
as part of the creation of more vibrancy. 
There are many ways to put a halt to rising 
income inequality within countries. Spe-
cial attention needs to go to the working 
poor: some 19 million Europeans who are 
not able to provide food or clothing for 
their children.

Demographics differ substantially be-
tween EU countries. Yet, the impact of 
the demographic transition is likely to be 
much less harmful for the welfare system 
than expected for the EU as a whole, due 
to the behavioral effects (increased labor 
supply with increased wages due to in-
creased shortages of workers).

The case for a f iscal union (often ad-
vanced as way to ward of future crises by 
installing automatic stabilizers at the Eu-
ropean level) is diff icult to make accord-
ing to explorations with empirical models.

Klaus F. Zimmermann
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•		expanding	the	Blue	Card	so	that	it	gives	
access to the whole European labor 
market and not only that of the f irst 
country immigrants go to,

•		overhauling	asylum-seeking	so	that	ap-
plications can only be made from out-
side Europe, 

•		considering	 all	 immigrants	 as	 tempo-
rary when they f irst enter, with the op-
tion to achieve permanent status after a 
while (similar to Israel and the US).

6. With regard to quality of work, it must 
be ensured that EU countries do not com-
pete with each other on the social stan-
dards of work.

Finding sustainable solutions

The workshop participants agreed that 
the present crisis is as much political as 
it is economic. Political parties and social 
partners alike f ind it hard to engage in the 
necessary changes for a vibrant European 
future, in which the European model is at-
tractive to the European citizen because 
of its links between the economic, the so-
cial and the sustainable, while still com-
petitive versus other BRICs, MISTs and 
other continents. 

The workshop program, the list of partici-
pants and the presented papers are avail-
able online:

  www.iza.org/link/EULaMaFuEm2013 

•		easing	patenting,

•		more	attention	to	entrepreneurship	ed-
ucation at all levels of education,

•		dual	education	at	all	levels	of	education	
(including higher education) after the 
age of 16,

•		more	(pre)venture	capital,

•		allocating	 50%	 of	 cohesion	 and	 struc-
tural funds to higher education and 
public research,

•		allowing	 additional	 R&D	 expenditures	
in EU countries (above the status quo) 
to remain outside the Maastricht crite-
ria.

5. Immigration policy in the EU should be 
revised with regard to the following as-
pects:

•		developing	 a	 selective	 European	 immi-
gration policy as well as the political 
base for it (with the present populist 
dislike for immigration),

•		encouraging	 immigration	 into	 the	 EU	
for well-trained immigrants, even if they 
do not have a job offer,

•		making	the	EU	more	attractive	to	skilled	
immigrants,

•		granting	non-European	students	gradu-
ating with a Master’s degree or equiva-
lent from European universities or top 
universities abroad automatic eligibility 
for a Blue Card,

•		applying	 anti-discrimination	 regula-
tions more strictly,

•		business	 start-up	 support	 (e.g.	 low-in-
terest loans),

•		regular	 (f irm	 general)	 training	 for	 em-
ployed individuals to keep up employ-
ability (adaptability of workers to the 
knowledge economy and technological 
change) as a legal right for all labor con-
tracts would be important in exchange 
for less worker protection.

3. Income policy should be reconsidered 
in terms of: 

•		introducing	or	augmenting	income	sup-
port for the working poor through tax 
credits,

•		installing	a	minimum	wage	where	neces-
sary to prevent employers from reaping 
windfall gains,

•		introducing	wage	subsidies	where	labor	
demand is failing and where there is 
social demand for work which requires 
less education (e.g. the Belgian example 
of the service checks or concierges at 
school), 

•		income-related	 prices	 and	 social	 pay-
ments for government services (in light 
of the “poverty trap”),

•		capping	 private-sector	 bonuses	 in	 all	
industries, with reference to the Swiss 
example. 

4. Innovation should be stimulated to gen-
erate employment by means of:

•		more	public	R&D	close	to	industry,

•		easing	 doing	 business	 (in	 line	with	 the	
World Bank report on “The Ease of Do-
ing Business”),

4th IZA Workshop on Entrepreneurship Research
For the f irst time, the IZA Workshop on 
Entrepreneurship Research was held in 
the U.S., hosted by the Public Policy Insti-
tute of California (PPIC) in San Francisco 
and jointly organized with the Kauffman 
Foundation. The two-day workshop gave 
leading economists within the f ield of 
entrepreneurship research the opportu-
nity to present and discuss their work with 
other experts.

After a short welcome address by the or-
ganizers Marco Caliendo (University of Pots-
dam and IZA), Alexander S. Kritikos (Univer-
sity of Potsdam, DIW Berlin and IZA) and 
Alicia Robb (Kauffman Foundation), the 

workshop started with a presentation by 
Peter Thompson (Emory University) on the 
impact of hierarchical layers within f irms 
on the rate at which employees become 
business owners. Using rich employer-
employee data from Sweden, he showed 
that employees in f irms with f lat hierar-
chies have a higher probability to enter 
entrepreneurship. This effect is less driven 
by hierarchies themselves but rather ex-
plained with preference sorting by em-
ployees and the acquisition of a broader 
range of skills within these f irms.

The second presentation by Luca Flabbi 
(Georgetown University and IZA) pro-

vided empirical evidence on a currently 
highly debated topic, namely whether the 
gender composition of executive boards 
has an impact on f irm performance. Us-
ing employer-employee data for Italy, 
he showed that female leadership has a 
signif icant impact on f irm performance. 
The results indicate that female execu-
tives correct (statistical) discrimination 
generated by their male counterparts, 
which eventually leads to prof itability 
gains within the f irms. Similarly, Manuela 
Angelucci (University of Michigan and IZA) 
considers gender differences with respect 
to individual performance under stress. 
Using experimental data, she showed 
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Based on his own work, Fairlie showed, 
however, that the empirical evidence on 
the effectiveness of business training pro-
grams in the U.S. is rather disappointing. 
In fact, these programs increase business 
ownership in the short run but have no 
effect on business outcomes in the long 
run. Fairlie f inally emphasized that more 
research is needed in order to reveal for 
which subgroups of the labor market 
training programs are benef icial.

The second day started with a presen-
tation by Steffen Künn (IZA). He and his 
co-authors generated a new dataset in 
Germany which allows an extensive com-
parison of subsidized f irms out of un-
employment with regular business start-
ups. While previous studies have shown 
that start-up subsidies are a promising 
policy tool to help individuals to exit un-

employment, it has 
not been examined 
so far whether subsi-
dizing start-ups out 
of unemployment is 
also a sensible strat-
egy from a business 
perspective. The re-
sults indicate that 19 
months after start-
up, the subsidized 
businesses experi-
ence higher survival, 
but lag behind regu-
lar business founders 
in terms of income, 
business growth and 
innovation. Although 
he mentioned that 
the results might be 
biased by the subsidy 
receipt (which ex-
pired shortly before 
measurement of out-

comes), the f indings should concern poli-
cy makers if the lower performance among 
subsidized start-ups out of unemployment 
turn out to be persistent in the long run.

Similarly, the subsequent presentation by 
Johan Hombert (HEC Paris) introduced re-
sults from a reform in France that aimed 
to help unemployed individuals to start 
a business. Focusing on the pool of en-
trepreneurs, he found no changes with 
respect to business development before 
and after the reform. However, there are 
crowding-out effects with respect to em-
ployment creation, i.e., employment in 
incumbent f irms decreases by an order of 
magnitude similar to the number of jobs 
created in new f irms.

At the end of the “evaluation” session, 
Martin Weißenberger (University of Pots-

Results of another evaluation study were 
presented by Julie Delanote (University of 
Leuven). She studied the impact of R&D 
subsidies on the performance of young 
f irms and particularly questions how 
these subsidies should be distributed, e.g. 
whether independent and high-tech f irms 
should be favored. She f inds generally 
positive effects of the subsidy with respect 
to different outcomes but no clear pattern 
of f irm types for which the subsidies are 
most effective.

The impact of supporting services on 
entrepreneurial activities was also the 
key question of the keynote speech of 
the conference given by Robert W. Fair-
lie (University of California, Santa Cruz 
and IZA) entitled “Economic Conditions, 
Race, Training and Entrepreneurship”. 
His talk was motivated by the observa-

tion that entrepreneurship is one of the 
driving forces of economic development 
on the one hand, but that on the other 
hand severe constraints exist that restrict 
access to business ownership (in general 
or for specif ic groups) and thus limit the 
economic contribution of entrepreneur-
ship. In this context, he talked about 
the inf luence of economic conditions, 
and constraints in human and f inancial 
capital on business ownership, and that 
these constraints are particularly severe 
for blacks in the U.S. In order to improve 
economic development, policy mak-
ers aim at removing these constraints 
through different strategies. Business 
training, for instance, is a widespread 
policy to remove such barriers as it is ex-
pected to affect human capital develop-
ment, relax capital constraints and help 
minorities to overcome such barriers. 

that the effect of stress on performance 
and choice is more negative for women. 
Based on the results, the authors specu-
late that the differential incidence of and 
response to stress by gender may be one 
determinant of why women are underrep-
resented in high-pressure activities, jobs, 
and professions.

Anisa Shyti (HEC Paris) presented experi-
mental evidence on the question how un-
certainty and overconf idence inf luence 
choice behavior. She f inds that overcon-
f ident decision makers choose less uncer-
tain options for low-likelihood outcomes 
and more uncertain options for high-
likelihood outcomes. At the end of this 
session, the presentation by Amy Nguyen-
Chyung (University of California, Berkeley) 
showed that talent, risk attitudes and 
overconf idence predict selection into 

different levels of entrepreneurship, i.e., 
business owners or employee-like entre-
preneurs. The results therefore extend 
the literature on occupational choice.

The second block of topics focused on vari-
ous kinds of supporting services for entre-
preneurial activities. Miriam Bruhn (World 
Bank) presented results of a randomized 
f ield experiment in Mexico where small 
and medium enterprises were offered busi-
ness consulting. She showed that access to 
management consulting led to better f irm 
performance (in terms of profit and size) 
and an increase in the “entrepreneurial 
spirit” of business owners. Looking behind 
the curtain, the authors further show that 
specif ic managerial practice improved as 
a result of the consultancy. However, they 
were unable to reveal one particular mech-
anism as a panacea for all f irms.
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employment out of self-employment face 
lower chances in the job market than cur-
rently employed individuals. It seems that 
having been self-employed is a negative 
signal to potential employers. Monica 
Garcia-Perez presented results from a 
newly created dataset for the U.S. that 
allows researchers to observe workforce 
dynamics, i.e., transitions between dif-
ferent labor market states. Using this 
dataset, the authors were able to show 
that the barrier between wage work and 
self-employment are very f luid, and more 
interestingly, that a large fraction of busi-
ness owners take on both roles simulta-
neously. They further found that this la-
bor market diversif ication seems to have 
an impact on business success.

IZA will continue its efforts to bring to-
gether leading economists in the f ield of 
entrepreneurship research by organizing 
this successful annual workshop.

This year’s presented papers are available 
online from the IZA website:

 www.iza.org/link/entrepreneurship2013 

has an impact on entrepreneurial inten-
tions.

Michael Ewens (Carnegie Mellon Universi-
ty) raised the question how the innovative 
activity of an inventor differs between en-
trepreneurial and established f irms. Us-
ing difference-in-difference methods, he 
compared business founders to their for-
mer colleagues in established f irms and 
showed that business founders produce 
30 percent more patents that are of high-
er quality and more likely to be commer-
cialized. Furthermore, Henry Sauermann 
(Georgia Institute of Technology) pur-
sued in his presentation the question to 
what extent employee’s motives explain 
differences in f irm performance between 
start-ups and established f irms. His re-
sults indicate that differences in employ-
ee’s motives exist across both f irm types 
and that these differences indeed could 
be an important factor distinguishing the 
innovative performance in start-ups ver-
sus established f irms.

In the last session of the workshop, Philipp 
Koellinger (Erasmus University Rotterdam) 
and Monica Garcia-Perez (St. Cloud State 
University) presented their studies. Us-
ing a f ield experiment, Koellinger showed 
that individuals who are searching for 

dam) made a technical contribution and 
presented essential new insights about 
the importance of usually unobserved 
factors when evaluating start-up subsi-
dies for the unemployed. From the en-
trepreneurship literature it is well-known 
that “entrepreneurs are different”, e.g. 
with respect to personality traits, non-
cognitive skills and risk preferences. 
However, those factors are usually un-
observed. Based on a merged dataset 
(administrative and survey information), 
Weißenberger showed that these factors 
indeed have an impact on the estimat-
ed effects. However, this impact is only 
modest and does not change the overall 
conclusion of previous studies.

Stephan Heblich (University of Stirling and 
IZA) addressed a highly debated and not 
yet completely answered question within 
the f ield of entrepreneurship research, 
namely whether entrepreneurship can be 
taught or not. To answer this question, he 
looked at German reunif ication and the 
ad-hoc change in the schooling system, 
i.e., from socialist schooling to entrepre-
neurial schooling under the free-market 
system. Using a difference-in-differences 
approach, he found that longer exposure 
to the new system increased the students’ 
entrepreneurial intentions, i.e, schooling 

IZA and OECD Debate Structural Reforms in Europe
On July 4-5, 2013, the fourth IZA/OECD 
Employment Seminar took place at the 
OECD headquarters in Paris. Jointly orga-
nized by Klaus F. Zimmermann and Werner 
Eichhorst from IZA and Stefano Scarpetta and 
Mark Keese from the OECD, the seminar 
brought together about 50 speakers and 
other participants from academia, policy-
makers and European and international 
institutions. The topic of this year's event 
was, f irst, an in-depth analysis of most 
recent developments of labor markets in 
OECD countries with a particular focus on 
those European countries that currently 
show severe and persistent unemployment, 
most notably amongst young people.

In a second step, recent labor market 
reforms regarding employment protec-
tion, unemployment benefits, active la-
bor market policies and wage setting were 
discussed along with further initiatives to 
promote youth employment a stronger de-
velopment of vocational training systems 
establishing a bridge between school and 
work. While there was strong support to 
use the current crisis to promote institu-
tional change and structural reforms, par-
ticipants of the seminar also addressed the 

issue of how to complement medium-term 
structural reforms with more short-term 
measures to alleviate the problem of high 
youth unemployment. In this context, the 
appropriate and effective design and de-
livery of active labor market policies – es-
pecially in the framework of the EU Youth 

Guarantee – was considered to be of cru-
cial importance.

The conference program is available at:

 www.iza.org/link/OECD2013
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bringing their experience to bear in the la-
bor market. Zimmermann presented several 
IZA proposals that suggested the abolition 
of joint income taxation for married couples 
and the introduction of a voucher system to 
stimulate competition among high-quality 
child care providers. Clement agreed with 
Zimmermann that free universal full-day 
childcare should take precedence over free 
university education.

Both discussants also agreed on the need 
to reform the political decision-making pro-
cess. Instead of the often paralyzing rivalries 
between the federal states in Germany and 
their disputes about matters of compe-
tence, there should be an effective, compet-
itive federalism with a drastically reduced 
number of federal states and administrative 
bodies. The government would also be able 
to better concentrate on strategic decisions 
if it delegated some of its responsibilities. 
For instance, as Zimmermann suggested, 
labor market policy issues could be mainly 
handled by the Federal Employment Agency.

When evaluating the altogether remark-
able success of the “Agenda 2010” reforms 
that quickly transformed Germany from the 
“sick man of Europe” into “Europe’s growth 
engine,” it should not be overlooked that 
the urgency of the problem at the time was 
overwhelming and thus made the imple-
mentation of reforms politically viable. To-
day’s challenge, Clement and Zimmermann 
concluded, is not to become complacent 
and rely on state regulation, but to act with 
foresight in order to prevent such pressure 
from building up again. 

tion. While conceding that cross-border la-
bor mobility is a substantial accomplishment 
of the European Union, he criticized that it 
is not promoted sufficiently to counter eco-
nomic inequalities within the EU effectively. 
“The dream of a European labor market is far 
from reality,” Zimmermann claimed. More-

over, he pointed out that 
the skilled labor shortages 
arising from demographic 
change will make political 
action more urgent than 
ever. In order to cope with 
the current European fi-
nancial crisis, Clement 
proposed an ambitious 
infrastructure program, 
financed by private in-
vestors instead of public 
funds. The costs of other-
wise impending tax hikes 
would exceed the return 
on investment expected by 
the investors, he added.

According to both Clement and Zimmer-
mann, the substantial decline in the work-
ing-age population is the key challenge of 
the near future. This is particularly relevant 
for Germany, considering its extremely low 
birth rate and strong demand for skilled 
workers. Clement urged broad reforms to 
encourage early childhood education, to 
promote equal opportunities in education, 
and to facilitate the transition from school 
to vocational training or employment. 
Moreover, he advocated the abolition of 
the statutory retirement age so that older 
workers may, on a voluntary basis, keep 

With the federal elections only a few weeks 
away, IZA Director Klaus F. Zimmermann de-
bated current labor market issues at the 
27th IZA Tower Talk with Wolfgang Clement, 
former Federal Minister of Economy and 
Labor, on September 2, 2013. They agreed 
that Germany needs to use the present fa-
vorable economic climate 
to promote new reform 
efforts rather than roll-
ing back past reforms. “As 
far as the demographic 
transition, educational 
policy, green energy, and 
European integration is 
concerned, Germany is 
ill-prepared and often 
inconsistent,” warned 
Clement. Despite sizable 
economic growth and low 
unemployment, Germany 
cannot maintain its com-
petitive edge in the ab-
sence of further reforms. 
As an example, Clement 
referred to the “central planning disaster” 
with respect to Germany’s nuclear energy 
phase-out and argued that the resulting 
higher electricity prices may lead firms to 
shift their production abroad. In the same 
context, Zimmermann characterized the 
green energy transition as a “kamikaze op-
eration,” which cannot be successfully ac-
complished single-handedly on a national 
level but needs to be coordinated on the 
European level.

Zimmermann also critically assessed Germa-
ny’s efforts at promoting European integra-

IZA Newsroom Now Available in Two Language Versions

Wolfgang Clement at IZA Tower Talk
Pre-Election Hot Topics in German Economic and Labor Market Policy

Wolfgang Clement

To meet the growing demand for up-to-
date research in a non-scientific format, IZA 
launched a new online platform earlier this 
year: IZA Newsroom. The site provides sci-
entifically founded yet highly readable and 
easily digestible information for the media 
and the general public. It contains short sum-
maries of recent research 
papers published in the 
IZA series, opinion pieces 
written by IZA network 
members on hot top-
ics in labor economics, 
video interviews with 
IZA network members, 
and other relevant news 
items. Interested readers 

can subscribe to regular e-mail alerts or fol-
low IZA on other social media channels.

Recent contributors include IZA Director 
Klaus F. Zimmermann, Eswar Prasad (Cornell Uni-
versity and IZA), Nico Pestel (IZA), Miles Corak 
(University of Ottawa and IZA), and Robert 

Lerman (American Uni-
versity, Urban Institute 
and IZA). While the 
English version of the 
Newsroom is targeted 
at a global audience, a 
new German-language 
version focuses on 
policy issues that are 
particularly relevant 

for Germany. The most recent op-eds, for ex-
ample, analyze the German tax system and 
outline a reform agenda for the newly elected 
federal government. All IZA network mem-
bers are invited to contribute their research 
and opinion pieces to this outlet.

Visit IZA Newsroom and subscribe at:

 http://newsroom.iza.org/en/ (English) 
 http://newsroom.iza.org/de/ (German)

Follow us on Twitter and Facebook:

 http://twitter.com/iza_bonn 
 http://www.facebook.com/IZABonn
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IZA publications

The reputation of the Journal of Population 
Economics has evolved substantially over 
time and its rising prestige makes it today one 
of the most prominent outlets in economics 
and demography. It is the leading field jour-
nal in population economics. Yet this year 
marks a special success of the Journal: its 
impact factor provided in the Social Science 
Citation Index has now reached 1.336. 

This denotes the highest achievement in 
rankings of the Journal. The impact factor 
is in fact used to assess the relative impor-
tance of an academic journal and to ob-
jectively measure its respectability in the 
field. The impact factor reflects the average 
number of new citations received to articles 
published during the previous two years. 
An impact factor above one means that 
on average all papers published in the last 
two years have received one citation. There-
fore, journals with higher impact factors are 
deemed to be more important than those 
with lower ones.

The impact factor of 1.336 is a new record 
for the Journal, which now ranks above oth-

An IZA-led research consortium rep-
resented by Michael J. Kendzia (IZA), 
Maarten Gerard (IDEA Consult) and An 
De Coen (IDEA Consult) presented two 
expert studies to the European Parlia-
ment’s Committee on Employment and 
Social Affairs: “Social protection rights 
of economically dependent self-em-
ployed workers” and “The role and ac-
tivities of employment agencies”. Both 
are topical issues in the current debate 
on labor market f lexibility.

the low participation rate especially 
among younger workers?

For more information see:

 http://rle.iza.org

years. Presenting fresh knowledge on la-
bor market issues in China, the new RLE 
volume contains six original research ar-
ticles which offer insights and answers 
to questions such as: How does the ex-
pansion of higher education affect the 
employment prospects of young Chinese 
workers? What is the impact of rural mi-
gration on the occupational choices of 
those left-behind? How has public-sector 
restructuring affected occupation mobil-
ity across gender? How has social insur-
ance coverage in urban China evolved 
over time, and how can participation be 
enhanced? And f inally, how can the rural 
pension scheme be reformed to address 

New RLE Volume on Labor Market Issues in China

Journal of Population Economics Climbs Rankings Fast

IZA Research Reports Presented at European Parliament

The most recent volume of Research in La-
bor Economics is now available. Dedicated 
to “Labor Market Issues in China”, the vol-
ume is co-edited by IZA Research Director 
Corrado Giulietti, IZA Deputy Program Di-
rector Konstantinos Tatsiramos and IZA Direc-
tor Klaus F. Zimmermann.

After three decades of economic reform, 
China is experiencing substantial de-
mographic changes and a steady struc-
tural transformation toward a market 
economy. These transitions pose major 
challenges for the Chinese labor market, 
which are at the center of the booming 
academic and policy research in recent 

er excellent outlets such as Labour Econom-
ics (1.076) and much closer to established 
Journals in labor economics such as the 
Journal of Labor Economics (1.729) or the 
Journal of Human Resources (1.985). Not 
only is the Journal climbing the rankings, but 
its improvements are unique: the current im-
pact factor of the Journal has grown from 
0.923, a 45% increase in a year, well above 
the growth rates of its competitors. Today 
the Journal ranks 91th of 332 economics 
journals and 8th of 23 demography journals 
ranked in the Social Science Citation Index.

As the journal of the European Society for 
Population Economics (ESPE), the Journal 
of Population Economics is hosted by IZA 
and is traditionally also strongly support-
ed by the IZA network. Over the years, the 
number of submissions to the Journal has 
consistently grown and now exceeds 400 
submissions per year by far. 

The Editors of the Journal (Alessandro Cig-
no, Erdal Tekin, Junsen Zhang and Klaus F. 
Zimmermann) are committed to high edi-
torial standards and excellence in publica-

tion. The Journal has started to implement 
a strict desk rejection policy. Only about 40 
papers are expected to be published from 
2014 onward. Given the Journal’s success 
and the increasing number of submissions, 
this will result in high rejection rates, above 
90%. Time between submission and first 
decision is expected to remain low, and the 
Journal attempts to keep the lag between 
acceptance and publication short.

Since 1988, the Journal has published re-
search that has advanced our knowledge 
and thinking in the field of population eco-
nomics. This new accomplishment signs a 
well-established trend and shows a bright 
future for this outlet.

Corrado Giulietti
Konstantinos Tatsiramos
Klaus F. Zimmermann

Labor Market Issues in China

Research in Labor Economics 
Volume 37

Journal of Population 
Economics

Volume 26, Issue 4 
ISSN: 0933-1433

www.popecon.org

Social Protection Rights of 
Economically Dependent Self-
employed Workers 

IZA Research Report No. 54

The Role and Activities of 
Employment Agencies 

IZA Research Report No. 57

www.iza.org/link/reports

Opened by Alejandro Cercas 
(MEP), the meeting in the Eu-
ropean Parliament in Brussels 
was moderated by Jean Lambert 
(MEP) and committee chair-
woman Pervenche Berès (MEP). 

Both studies are now available 
online as part of the IZA Re-
search Report series.
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IZA people

Over the next months, four internation-
ally renowned scholars are joining the IZA 
team as long-term visiting research fellows: 
Astrid Kunze (NHH Bergen), Max Tani (Mac-
quarie University), Arnaud Chevalier (RHUL), 
and Enrico Rettore (University of Padova).

Astrid Kunze was a Research Associate at 
IZA before becoming an Associate Profes-
sor of Economics at the NHH Norwegian 
School of Economics in Bergen. Her cur-
rent research focuses on gender differences 
in job search, on labor market outcomes 
and family policies, and on gender differ-
ences in hierarchies in private sector plants. 

Massimiliano (Max) Tani is an Associ-
ate Professor of Economics at Macquarie 
University in Sydney, Australia. His work 
centers on skills and skilled international 
migration, knowledge effects of people’s 
movements, and the labor market for 
graduates. Before moving to Australia in 
1999 he had a previous life in investment 
banking.

Senior Researchers Join IZA Team in Bonn
Arnaud Chevalier is a Senior Lecturer at 
Royal Holloway, University of London, and 
an associate at the Centre for the Econom-
ics of Education (LSE) and at the Geary 
Institute (UCD). His principal interests are 
in education, health and economics of the 
family.

Enrico Rettore, Professor of Economic 
Statistics at Padova and aff iliated to IR-
VAPP (Trento, Italy), covers a variety of 
f ields from methodological aspects to 
more applied work in labor economics and 
program evaluation. He has extensively 

worked in projects for the Italian govern-
ment on the evaluation of welfare and la-
bor market programs in Italy. 

“The productive blend of young aspiring 
scholars and well-established international 
researchers has always been a key compo-
nent of IZA’s success story. We warmly wel-
come our visiting research fellows and look 
forward to fruitful collaboration,” said IZA 
Director Klaus F. Zimmermann.

Astrid Kunze Enrico Rettore

Sebastian Siegloch

Ingo Isphording

Arnaud Chevalier Massimiliano Tani

Linguère Mbaye

Xingfei Liu

In September 2013, two new Research As-
sociates joined the IZA team. Ingo Isphording 
obtained his Ph.D. from Ruhr University 
Bochum in May 2013. His main research 
interests lie in the effects and determinants 
of international migration, with special em-
phasis on the influence of proficiency in the 
destination language in migration and labor 
market decisions. Ingo studied economics 
and social psychology at Ruhr University Bo-
chum in Germany. After completing his un-
dergraduates and undertaking an Erasmus 
exchange at the NHH in Bergen, Norway, he 
obtained a master degree in economics at 
the University of Duisburg/Essen.

Xingfei Liu received his Ph.D. from the De-
partment of Economics at Concordia Uni-
versity in 2012. He taught at Concordia 
University as Assistant Professor between 
2011 and 2012. His research interests in-
clude labor economics and applied micro-
econometrics. He is particularly interested 
in labor supply, human capital accumula-
tion and migration issues.

In his current research he analyzes the ca-
pacity of structural labor supply models 
in evaluating labor market policies; labor 
supply and life-cycle earning dynamics with 
endogenous skill accumulation; differences 

New IZA Research Associates

New Deputy Program Directors
IZA Senior Research Associate Alpaslan 
Akay, who served as Deputy Program Di-
rector for “Employment and Development” 
for the past years, has left for Sweden to 
become an Associate Senior Lecturer at the 
University of Gothenburg. He is succeeded 
by Linguère Mously Mbaye. She joined IZA as 
a Research Affiliate in August 2011 and 
has been a Research Associate since Sep-
tember 2012. Her main f ields of interest 
are development economics, international 
migration and applied microeconometrics. 
As Deputy Program Director, she will coor-
dinate IZA’s joint activities in “Employment 
and Development” with the World Bank 
and the OECD.

In the “Future of Labor” program area, Se-
bastian Siegloch will replace the former Dep-
uty Program Director Andreas Peichl, who 
has started his new position as Professor 
of Public Economics at the University of 
Mannheim and head of the ZEW research 
group “international distribution and re-
distribution” in October.

Siegloch joined IZA as a Resident Re-
search Aff iliate under the IZA Scholarship 
Program in 2009 and became a Research 
Associate in January 2013. His current 
research focus is on empirical public and 
labor economics as well as applied micro-
econometrics. He is particularly interest-

ed in the labor market effects of income 
and corporate taxation. He also coordi-
nates the content of the IZA Newsroom 
(see page 17 of this issue).

in immigrant earnings by country of origin; 
and differences in wages and educational 
attainment between ethnic groups.
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Klaus F. Zimmermann

The profound economic crisis in Europe now has a 
human face – that of desperately protesting youth 
who feel cheated out of their future. More than seven 
million young people under the age of 25 in the Eu-
ropean Union are not in employment, education or 
training. This is more than a socially explosive situ-
ation. If the young generation turns away in despair 
from the “European idea,” the entire European proj-
ect would be at risk of disintegration. 

Against this background, the latest EU summit right-
fully put this problem at the top of the agenda. How-
ever, many of the quickly proposed remedies are 
ill-suited to bring about sustainable solutions. The 
“Youth Guarantee” scheme, which seeks to provide 
all young people under age 25 with a job or training 
opportunity within four months after registering as 
unemployed, is certainly a well-meaning idea. But it 
would be an illusion to believe that this guarantee will 
amount to much more than a mere extension of the 
dead-end. By the same token, the billions of dollars 
allocated by EU leaders to youth employment initia-
tives will result in great disappointment if policymak-
ers fail to tackle the roots of the crisis. 

After all, European youth unemployment is not a pe-
culiarity of the crisis – it rose in proportion to overall 
unemployment. The dramatic scope is a result of the 
economic crisis in general, paired with a lack of struc-
tural reforms aimed at improving the labor market 
situation of the young. New jobs are not created at 
the push of a button, nor by emergency action pro-
grams passed during political summits. 

What Europe needs is a common labor market that 
is characterized by mobility, f lexibility and innovative 
entrepreneurship. But these are precisely the areas in 
which the European Commission lacks the power to 

force the member states to implement fundamental 
reforms. All the more importantly, each individual 
country must be encouraged to do their homework 
when it comes to solving country-specif ic problems. 
France, for example, has created enormous labor 
market entry barriers for unemployed youth by set-
ting high minimum wages and maintaining strict em-
ployment protection. Spain, on the other hand, has 
lots of university students in the humanities but very 
few vocational trainees. In Greece, medium-sized 
enterprises that are willing and able to train young 
workers are practically non-existent.

Youth all across Europe need solid, practice-oriented 
training. Countries like Germany, the Netherlands 
and Austria therefore rely on a successful “dual train-
ing system,” combining the attendance of vocational 
schools with hands-on experience in a f irm. On the 
downside, as German firms regularly complain, the 
much-appraised dual model is also quite costly. This 
is why the vast amount of money poured into youth 
employment initiatives should be used primarily to 
promote investment among Southern European 
f irms who, in turn, agree to create training positions.

At the same time, policymakers should provide fur-
ther incentives to enhance cross-border mobility. 
Even if few young people actually choose to move to 
another EU country, those who do, and succeed in 
the labor market, will be perfect proof that the “Eu-
ropean idea” does offer great opportunities after all 
– also, and particularly, during the current crisis.

Europe’s Lost Generation


