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Executive
summary

The primary goal of the paper is to propose a methodology to govern migration
flows in an economically efficient and humane way. The proposal will introduce
an alternative interpretation of economic migration flows that will allow for the
classification of countries in potential departure and arrival countries, and more
importantly to explain arrivals. The model will then be used — in substitution of
the mechanical and unrealistic hypothesis that are presently adopted —to obtain
a new procedure to jointly build labour market and demographic scenarios. The
procedure will allow for the estimation of future labour needs and migration
flows that will affect the European Union and countries characterized by the
most significant declines in working-age population (WAP), as well as analyse
the socioeconomic impacts of these migration flows. The same procedure will
be done for Egypt, as a counter example of a country likely to send migrants.
After discussing the extent to which migrations are the only possible solution to
the structural lack of labour supply, the paper will present a detailed proposal
on how to address, in a cooperative way, the mass migration that will take
place from Africa to the European Union, both across the Mediterranean and
increasingly through the Balkan countries.

The paper is structured in three parts and includes a set of annexes, which
discuss topics relevant to the issue of migration.
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PART 1
A NEW METHODOLOGY FOR JOINTLY BUILDING
LABOUR MARKET AND DEMOGRAPHIC SCENARIOS

Migration theories

In the last 60 years, economists, sociologists, geographers and other social
scientists have proposed numerous models to explain migration flows. They
have built not only on the paradigms of their disciplines and on new approaches,
but also on previous empirical work; more specifically the initial contribution by
Ravenstein, the development of the push—pull analytical framework, and the
descriptive approach of demographers who have continued to propose, albeit
in an informal way, that migration flows are activated by a demographic growth
not mirrored by coherent economic growth.

After reviewing the respective contributions of macro and micro neoclassical
models, the dual labour market theory, and world-systems theory, this paper
concludes that none of these models or theories can provide a tool that would
allow to either define potential arrival and departure countries, or to forecast
how many economic migrants will be attracted by arrival countries.

As a result, national and international statistical offices do not have reliable tools
to forecast the migration balance and have had to resort to a default projection:
tomorrow will be almost the same as today.

Demographic forecasts

The standard procedure for making demographic projections is based on three
sets of independent assumptions regarding fertility, mortality and migration.
This model also tacitly assumes that there is no interaction between fertility,
mortality and migration and more generally between the economic and the
demographic spheres.

These assumptions regarding fertility and mortality are acceptable in light
of the fact that both are very slow variables. However, the most crucial
hypothesis is that concerning migration, especially given the fact that the
migration balance is becoming in many developed countries the most
important determinant of demographic trends. According to the Population
Division of the United Nations Department of Economic and Social Affairs (UN




DESA), after an initial drop, the migration balance of every country is expected
to remain constant until 2050, and then is expected to progressively decrease.
This assumption is highly debatable for a number of reasons. In the first place,
it does not reflect the migration trend of the last 60 years. Secondly, it leads
to very different outcomes in the 65 countries that are going to register a
natural decline in WAP between 2015 and 2050 so that: (a) 17 countries will
register a positive migration balance that will more than offset the decline in
WAP; (b) 31 will register a migration balance that is positive, but insufficient to
offset the natural decline; and (c) 17 (including China) will register a negative
migration balance that will exacerbate their natural decline in WAP. This paper
also shows that according to UN DESA, numerous countries will register an
increase or a decline in WAP that would result in a very difficult, untenable,
socioeconomic situation.

It will be argued that demographic projections should provide the necessary
data for designing and implementing a vast array of structural policies from
education and welfare to transport and infrastructure — and, last but not least,
migration policies. However, to be capable of this, population projections need
to be based on realistic assumptions and propose realistic results.

A new model to explain and forecast immigration flows

The idea proposed by this paper is that migrations are demand driven in the
presence of an unlimited supply of labour in the developing and least developed
countries.

The model is based on a stock-flow representation of the labour market in which
the equilibriumrequires that generational (first-time) entries into the labour force
(the labour supply in terms of flows) are equal to the sum of generational exits
from employment due to retirement and death and the number of additional
jobs created by the economic system. In other words, the labour market is in
a situation of flow equilibrium if the number of jobs created by the economic
system in a given time interval is equal to the difference between generational
entries into and generational exits from the labour force.

This analytical framework allows us to define two crucial situations: that of a
structural shortage of labour (SSL) and that of a structural excess of labour (SEL).
The first situation exists when the generational entries into the labour force (the
generational supply of labour in terms of flows) remain lower than the entries
into employment (the generational demand of labour in terms of flows) for
a long time, and changes in the real wage cannot equate the two variables.




Conversely, a SEL exists when the gap between the demand and supply of labour
is such that the economic system cannot create a sufficient number of jobs to
close it. The countries that present an SSL are potential arrival countries, and
those that present an SEL are potential departure countries. The model assumes
that an SSL will necessarily end up attracting the number of migrants necessary
to close the gap between labour demand and supply, given the presence of an
unlimited supply of labour in SEL countries.

The relevance of this approach becomes evident when the enormous impact
that the demographic transition will have on the evolution, structure and
localization of the population of the planet during this century is considered; yet,
this remains largely neglected by demographers and especially by economists,
given their focus on financial phenomena rather than human factors.

The demographic transition

|H

The “demographic transition” is defined as the passage from a “traditiona
demographic equilibrium, characterized by high rates of fertility and mortality,
to a “modern” demographic equilibrium, characterized by low rates of fertility
and mortality. However, contrary to general expectations, the total rate of
fertility has already dropped well below two children per woman in numerous
developed and developing countries.

As it develops, the demographic transition at first leads to an increasing growth
in the total population, which is then followed by an increase but a declining
rate, and which finally leads to the total population starting to decline. The
same trajectory is followed by WAP, which at a global level will probably start
to decline at the beginning of the second half of the century, opening up a
new economic era in which employment growth at the planet level will not be
“required” anymore.

The central point for the discussion is that the demographic transition,
over a period of almost 200 years, began in different countries at different
moments in time. This has led to an increasing demographic polarization of
the planet: an increasing number of countries in which WAP will dramatically
decline (this is expected for 111 such countries in 2055), and a decreasing
number of countries in which WAP will explode. According to the model, this
demographic polarization creates the precondition for a growing amount of
international migration.




A new procedure for jointly building labour market and demographic
scenarios

The introduction of this model into the standard procedure for making
demographic projections will result in a new procedure, the aim of which is
to build labour market and demographic scenarios. The procedure is
comprised of two stages.

The first stage projects WAP scenarios by taking into account on the one hand,
the natural balance created by generational entries and exits, and on the other,
alternative immigration flows hypothesized according to demographic trends,
participative behaviour and economic growth, that is, by the interaction of the
demographic and economic spheres.

The second phase enables us to project scenarios for the total population by
following the standard procedure, namely by estimating the number of births
(which reflects also the number of immigrated women and their total fertility
rate (TFR)) and the number of the elderly.

This procedure therefore generates fully-fledged demographic scenarios based
on demographic trends, alternative rates of labour market participation, and
alternative rates of economic growth, as well as the usual hypotheses on fertility
and mortality.
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PART 2
THE SCENARIOS

Demographic trends in Europe

The second part of the paper highlights the fact that between 1950 and
2010, due to the progress of the demographic transition, Europe has moved
from a situation of demographic growth created by the “natural balance” (the
difference between births and deaths) to a situation of slow growth due only to
the migration balance, while a related process of population ageing has been
setting in. Another way to observe the phenomenon is in the fall of the TFR from
2.7 to 1.5 children per woman, while the net yearly average number of migrants
has progressively increased from-200,000 to 1,850,000.

A similar trend has affected the 28 countries of the European Union, whose
population represents a little more than two thirds of the total European
population. The natural balance has declined from 2.9 million more births
than deaths to a present value of around 100,000, while the migration balance
became positive at the beginning of the 1970s, and between 1995 and 2010 has
contributed by more than 80 per cent to the growth in total population.

An analysis of European Union countries does indicate some common elements,
but in a rather nuanced context. More specifically, the TFR has been below the
replacement level in all European Union countries since the end of the twentieth
century, but the entry of different countries into this situation has been spread
over a period of around 35 years: the first entry (Hungary) took place at the
beginning of the 1960s and the last (Cyprus) at the end of the century, with the
northern countries preceding the southern ones. As a result, the natural balance
is still positive in 16 European Union countries, while in the other 12, it has been
negative for quite a while, the oldest case being that of Germany. The migration
balance is still negative in 7 countries, and positive in 21; 11 have witnessed a
change in the sign of the migration balance, from negative to positive or vice
versa, in this period.

European Union migrant stock

According to UN DESA in 2013, migrants comprise 10 per cent of the European
Union population (51 million), a value that underestimates the number of
immigrants that arrived in the last 40 years given that many of them have become




citizens of the country of arrival. Stock data shows that in the last 23 years, three
quarters of population growth has been due to migrants. The increase peaked at
the beginning of the century, while in the following years, the migration balance
reflects the negative impact of the economic crisis that has heavily hit many
European Union countries.

Given the different sizes and the different demographic and economic trends
between European Union countries, migrants are concentrated in five countries,
ranging between 19 per cent (Germany) and 11 per cent (Italy) of the migrant
population in the European Union, with the United Kingdom, France and
Spain having intermediate values. The same five countries account for almost
82 per cent of the increase in migrant stock registered between 1990 and 2013.
The ranking here is different, however, with the growth of the migrant population
driven by Spain at 24 per cent, followed by Italy and the United Kingdom at 18
per cent, Germany at 16 per cent and France at only 6 per cent.

Luxembourg is the country with the highest percentage of migrants as a share
of its population (43.3%). Thirteen countries, including four of the big five
(Germany, United Kingdom, France and Spain) register values between 10
and 20 per cent. At the lower end of the ranking are mainly Eastern European
countries that are still predominantly departure countries.

The demographic future of Europe according to the standard projections

According to UN DESA between 2010 and 2100, Europe’s total population is
projected to decline by a little more than 100 million (13.7%), by 31 million
in the first 40 years (-4.2%), and by 70 million between 2050 and 2100. This
phenomenon will affect both European Union and non-European Union
countries in Europe, but is projected to be much more pronounced in the latter.
The population of the 28 European Union countries is projected to decline by
only 31 million (-6.2%) as a result of a modest expansion of 6.1 million in the
first period and a contraction of 37.2 in the second. In the non-European Union
countries, the contraction is expected to be more pronounced in the first period
than in the second (-37.1 million versus 33.2 million) for a total value of 70.3
million (-29.8%).

It must be emphasized that WAP, which plays a central role in the model, is
projected to decline by a much higher amount, at around 150 million, comprised
of 81 million in the European Union and 69 million in the countries that are
not members of the European Union. This scenario discounts the fact that




according to UN DESA, the migration balance will not be in line with recent
values, being projected to be at around 40 million between 2010 and 2050, and
around 20 million in the following 50 years, generating a net total of around
60 million, with 50 million of this figure apportioned to the European Union.

The labour market situation

Between 2008 and 2015, the European Union’s level of employment declined by
2.6 million as a balance between a loss of 6.3 in the first five years and a growth
of 3.7 in the following two years. In the same period, WAP has progressively
declined so that in 2015, its level was 5.1 million below that in 2008. As a
consequence of these trends, the rate of employment declined in the first
period and increased in the second, reaching a value slightly above that of 2008
(67.3% versus 67%).

It should be underlined that the decline of WAP represents an inversion of the
previous positive growth that characterized the 1990-2008 period, which caused
an increase in WAP of 16 million. This suggests that the dynamic of WAP is not
only determined by natural demographic trends, but also, and increasingly, by
the impact of economic trends.

The labour markets of European Union countries present a variety of extremely
different situations, in addition to having followed very different evolutions
over the last seven years. In 2015, the national rate of employment ranged
from a maximum of 78.8 per cent registered in Sweden to a minimum of
51.8 per cent registered in Greece, while the rate of unemployment included
a minimum of 4.7 per cent in Germany and a maximum of 25.3 per cent in
Greece. Furthermore, if the five years of crisis in which the European Union’s
total employment declined by 2.8 per cent is considered, very different
situations emerge. In nine countries, employment increased by 3 million, with
record percentage values in Luxembourg (+19.7%) and Malta (10.3%), while
63 per cent of the growth took place in Germany. The other 19 countries
registered a total decline in employment of 9.3 million. In six countries (Bulgaria,
Croatia, Greece, Latvia, Portugal and Spain), the decline was in excess of 10 per
cent, the two countries most hit being Greece (-23.1%) and Spain (16%). Almost
two thirds of the jobs destroyed in this period were located in three countries:
Spain (-3.3 million), Italy (-1.4 million) and Greece (-1 million). The 2015 data
shows that almost all European Union countries have already emerged out of the
crisis; only three (Austria, Finland, France) registered a decline in employment in
the last two years.




Almost half of the 24.5 million unemployed in the European Union are
concentrated in three countries (Spain, lItaly and France). The highest
unemployment rates are registered, in order, by Greece (25.3%), Spain (22.6%),
Croatia (16.3%) and Cyprus (15.9%), while France, Italy, Portugal, Slovakia and
Latvia also have a two-digit unemployment rate.

In conclusion:

(a) The majority of European countries have exited the crisis and are on
a path of employment recovery; and

(b) It is evident that there is not yet a fully unified European economy
and even less a unified European labour market.

Labour market and demographic scenarios, 2015-2030

A set of assumptions regarding labour market participation (constant or
reaching a value of 75% in 2030), employment growth (constant, 6% and 12%
over the 15-year period), and a 1.1 reactivity of the foreign labour supply to
the European Union labour shortage, suggests that over the next 15 years, the
European Union will need around 2.2 million migrants per year, the final value
depending mainly on the rate of employment growth.

A basic point of the projection is that in spite of an inflow of migrants, the
rate of unemployment will decline in all scenarios, the decline being positively
related to employment growth and therefore also to immigration. Another very
important result is that, contrary to what has been suggested by the standard
methodology of demographic projection, a fertility rate below replacement
level will lead to an increase in population and an even more pronounced
increase in WAP, if we allow for migration as a response to the SSL that inevitably
occurs. Moreover, since the size of the migration balance is directly related to
the decline in WAP and the increase in employment, the rate of growth of WAP
will also depend on the rate of economic growth. The increase in WAP, together
with the increase in the number of births brought about by migrations and the
natural process of ageing, will then produce an increase in total population. The
report also shows that migration will reduce the inevitable ageing process set in
by the demographic transition.




These results are supported by a series of case studies conducted for the
European Union countries that will experience the most pronounced decline
in WAP between 2015 and 2030: Germany, Italy, Poland, Spain, France and the
United Kingdom. In spite of the very large differences between the six countries
in terms of participation, employment and unemployment rates, projected
decline in WAP and socioeconomic burden, the scenarios clearly show that
for all of them, albeit to different degrees, a positive migration balance is not
an option but a necessary condition to expand production and that, contrary
to common belief, migration will contribute to improving the labour market
situation, as well as reduce the ageing process and therefore lessen the increase
in the socioeconomic burden.

This report proposes similar scenarios also for Egypt (a country that can be
considered representative of other countries of the southern shore of the
Mediterranean and more generally of Africa), but with the different purpose
of estimating the excess of labour supply that will be generated in the next
15 years (under different assumptions of participation and employment growth),
and therefore the emigration needs of the country. This allows us to analyse
the impact of differing quantities of emigration on the main labour market
and demographic variables. As was to be expected, emigration would not
only have a beneficial effect on both the labour market and the demographic
evolution of the country, but it is evident that emigration should also become a
relevant labour market policy. An absence of emigration would result in growing
unemployment, but more importantly would also produce a situation in which
the “weaker”” components of WAP (such as women and the less educated)
would spend their life outside the labour market, creating an explosive social
situation.




PART 3
THE MANAGEMENT OF MEDITERRANEAN
MIGRATION FLOWS: A PROPOSAL

Before discussing how the European Union countries and the countries on
the southern shore of the Mediterranean should act in order to tackle, in an
economically efficient and humane manner, the symmetrical problem of a
structural shortage and SEL that will affect them in the course of this century, this
paper briefly reviews the literature on the most relevant impacts of migration,
mainly on arrival countries, but also on departure countries.

The impact of migration on arrival countries and departure countries

Contrary to the common beliefs of politicians and citizens, the literature supports
the idea that there is very little in the way of adverse labour market effects
produced by migrants in arrival countries, and it finds only minor labour market
displacement effects, even after very large migrant flows. Some larger effects
have been found with regard to the less educated sector of the population or
earlier migrants, that is, the closest substitutes on the labour market to the new
migrants. It has also been shown that migration has a positive effect on growth,
especially if the majority of migrants are highly skilled.

Finally, there is a general agreement that migrants have a positive financial
impact. This has also emerged in a series of recent studies conducted, among
others, in Germany, the United Kingdom and Italy. In the case of Germany, Bonin
concludes thatin 2012, the 6.6 million immigrants present in Germany created a
net gain of EUR 3,300 each, with a total of 22 billion (2014). Moreover, Germany
will continue to gain in the future since over the course of their lives, migrants
will pay the State more than they will receive in transfer payments. Finally, it is
argued, in a rather reductive vein from the author’s perspective, that Germany
should accept 200,000 migrants every year, 20 per cent low skilled, 50 per cent
medium skilled and 30 per cent high skilled. The proposal is that the net gain
produced by the migrants should be used to finance the training of new young
migrants.

In the case of the United Kingdom, a paper by Dustman and Frattini (2014) shows
that migrants in the United Kingdom are not a drain on the country’s finances
and pay out far more in taxes than they receive in State benefits, so much so
that between 2001 and 2011, their net fiscal contributions amounted to GBP 35




billion. Another very thought-provoking point made by the Dustman and Frattini
paper is that migrants also provide savings for the taxpayer by bringing with
them educational qualifications paid for by their countries of origin. According to
the authors, between 1995 and 2011, European migrants endowed the United
Kingdom labour market with an amount of human capital that would have cost
GBP 14 billion had it been produced through the British education system, and
non-European migrants provided human capital that would have cost more than
GBP 35 billion.

Recent studies show similar results in the case of Italy. A survey paper by
Stefania Gabriele (2012) reaches the conclusion that the fiscal contribution
of migrants is positive, and that this undoubtedly assists the Italian pension
system. Estimates suggest that the positive role of migrants will continue also
in the long run, but it is clear that this will depend on the capacity of the system
to promote the integration of migrants into the regular labour market. Some
rough computations have very recently been put forward by the Leone Moressa
Foundation, which show that in 2012, Italian residents born abroad contributed
EUR 16.3 billion to the Italian budget, while the total amount paid towards them
by Italy was EUR 12.6 billion.

The impact of emigration on departure countries has attracted much less
interest and attention. The most debated topic is the brain drain. However,
different evaluations have been proposed, certainly on the basis of different
assumptions. The capacity of remittances in boosting the economy of departure
countries will depend on their use. If they are used for consumption purposes,
as is often the case, remittances provoke an increase in the price level and in
imports, as well as an overvalued exchange rate. Therefore, the problem is that
of devising policies in order to divert remittances to productive purposes.

Some final observations

From the author’s perspective, this literature presents a major problem
insofar as it considers economic migration only on the basis of its economic
advantages and disadvantages. This paper argues that in fact migration
represents a necessity for both arrival and departure countries, a structural
phenomenon that is going to be with us for a very long time as a result of the
growing demographic polarization between an increasing number of countries
that will be affected by an SSL, and a declining number of countries that will
be affected by an SEL.




Once this is taken into account, it is seen that migration is a relevant (perhaps
the only?) solution to the problem of providing the arrival country with the
workforce necessary for economic growth (without forgetting that migrants are
also an important source of new entrepreneurship). Above all, migrants can also
contribute to the increase in total fertility that is necessary to move towards the
equilibrium in WAP, the only long-term solution to the SSL. In assessing the role
of migrants in arrival countries, the focus should therefore move from evaluating
the advantages and disadvantages of migration flows, to that of estimating the
guantitative and qualitative needs for foreign labour, and of defining the correct
way to manage the unavoidable migration flows in an efficient, economically
correct and human way.

Before discussing how to properly manage migrations across the Mediterranean
basin, the paper analyses whether migration is the only possible answer to the
SSL. At the theoretical level, the answer is obviously no — theoretical alternatives
exist but the question is: are they feasible and sufficient?

Alternatives to migration

The paper considers two alternatives: (a) reducing economic growth in
order to avoid immigration; and (b) adopting industrial and labour market
policies aimed to make the available WAP sufficient enough to reach the desired
rate of growth.

The first strategy would consist of obtaining an increase in well-being (for
the purposes of this study, this is identified as GDP per capita) using only
the local labour force. The example of Germany shows that in order to reach
a rate of growth in GDP per capita by, for example, 20 per cent in the next
15 years, the rate of growth in productivity should exceed that GDP by around
16 percentage points, that is, the expected percentage decline in WAP. Empirical
evidence shows that no country has ever accomplished such a feat (an increase
in productivity in excess of the increase in production) and that in the long run,
all advanced and developing countries have increased their employment level.

The paper then discusses the measures that could be activated in order to
reduce labour demand and/or increase labour supply. Increasing productivity
and delocalizing production are typical examples of the first type of measure;
increasing labour market participation, restructuring the phases of life, and
increasing labour mobility between European Union countries are examples of
the second strategy.




The paper argues that all these policies can reduce the need for migrants
but that, in presence of an SSL, as in the case of European Union countries,
they cannot be the solution.

Conclusions and the proposed response

The final part of the paper recapitulates the main thesis that migrations are
produced by a structural lack of local labour supply in the presence of an
“unlimited” supply of labour in developing and underdeveloped countries.
Since the demographic transition that is now affecting all countries in the
world will almost certainly determine an increasing demographic polarization,
international migration flows will most probably increase.

One of the epicentres of this phenomenon will be the Mediterranean, which
divides developed countries that will be affected by a growing structural need of
labourand developing countries that will register a growing SEL. The intermediate
scenario suggests that from now until 2030, the European Union will need on
average 2 million non-European Union migrants per year. At the same time, the
Middle East and North Africa (MENA) countries, with Egypt being a prominent
example, will be affected by a SEL above the 2 million needed by the European
Union. This demographic situation would make it, if not impossible, certainly
extremely difficult for sustainable economic growth in the former countries and
would result in poverty and social unrest in the latter. In conclusion, for both
European Union and MENA countries, migration seems to be not an option but
a necessity.

The present paper represents the first step of a process that should lead to a
cooperative management of migration flows between the southern and northern
shores of the Mediterranean, with an aim to better plan for and maximize the
potential of demand-driven migrations.

The second step would be the construction of a high-level political understanding
that: (a) migrations flows in increasing numbers are unavoidable since
they originate from an SSL; (b) migrations will have a positive impact at the
socioeconomic level on both arrival and departure countries; and (c) migration
will contribute to the security of the Mediterranean area because radicalism
finds a fertile soil in unemployment, poverty and a lack of job opportunities or
socioeconomic prospects.




This process should promote interventions to assist countries across the
Mediterranean to better plan for and maximize the potential of demand-
driven migration. To this end, the programme foresees three outcomes that
correspond to three subsequent phases of implementation, with each building
on the cooperation created during the previous steps to achieve higher degrees
of mutually beneficial long-term results. These are as follows:

(a)

(b)

Annexes

Europeanandpotential sendingcountriesacrossthe Mediterranean
agree on realistic forecasting methods for their respective labour
migration needs;

European and potential sending countries coordinate evidence-
based labour migration policy and mechanisms through a Labour
Migration Observatory; and

Labour migrants are actively matched to job opportunities in
Europe through a Placement Centre with access to labour market
information in both sending and receiving countries.

The paper includes a set of annexes that discuss issues concerning migration:

(a)

(b)

(c)

(d)

(e)

Demographic and labour market scenarios for six European
Union countries;

The institution of an Education Migration Fund in charge of
reimbursing the expenditure by departure countries in the education
of migrants through agreed-upon investment in education, the
fundamental factor in economic growth and social development;

The link between economic development, migration and the
social burden that affects the countries in the last phase of the
demographic transition in which WAP is declining;

The necessity of understanding that the only solution to migration
is a demographic trend coherent with economic growth, both in
arrival and departure countries and the role that migration can play
in reaching this solution; and

The possibility that the structural need for foreign labour could
provide a more humane and less costly solution to the problem
of refugee camps.







INnfroduction

Migration has become a dominant aspect of the European scene and is now at
the centre of a confused political debate. An increasing number of European
Union countries are adopting restrictive measures that are threatening one of
their most important achievements —the borderless Schengen area. At the same
time, an unprecedented number of people, many of whom are women and
children, are dying while crossing the Mediterranean waters and the militarized
borders of the Balkans.

The dominant view spread every day by all media and largely accepted by
experts and politicians is that what we are witnessing is a massive escape from
war, famine and lack of job opportunities, an invasion of people that are not
needed and causing serious social and economic problems. This interpretation is
used by European Union countries to justify not only the adoption of restrictive
measures but also financial support to build new and bigger refugee camps
outside the borders.

The irrational fear created by the massive and desperate exodus of hundreds of
thousands of people from war zones is cancelling the memory of the exodus,
of the capacity to take care of the 15 million refugees created by World War II;
but more importantly is blurring the real issue, the fact that during this century,
the European Union countries — together with all the other countries in the last
phase of the demographic transition —will need hundreds of millions of migrants
to continue along the path of economic growth and social development.
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The goal of the paper is to introduce this alternative long-run vision of migration
flows based on the idea that economic migrants, as well as refugees, are, and
have been, historically pulled by countries characterized by the presence of a
structural lack of labour supply and sustain this position by jointly built labour
market and demographic scenarios.

The aim is to provide a theoretical and empirical background more suitable
to identify the policy measures necessary to govern international economic
migration flows in an economically efficient and more humane way, starting
from the perspective that they are necessary for arrival countries, beneficial to
both arrival and departure countries, and that they will inevitably increase to
unprecedented values over the next 30 to 40 years.

THE STRUCTURE OF THE PAPER

The paper is organized into three parts. The first part will discuss migration
theories, projection methodologies and an alternative procedure for jointly
building demographic and labour market scenarios. In the second part, this
report presents alternative demographic and labour market scenarios for
the European Union countries and Egypt that well represents the potential
departure countries. In the third and final part, this report will discuss how to
manage migration flows in order to make them beneficial to both departure and
arrival countries.

The theoretical analysis

It will be shown that the adoption of mechanical and unrealistic hypotheses
by national and international statistical institutes as a basis for demographic
projections is due to the lack of a migration model capable of explaining as
well as forecasting migration flows from the perspective of arrival countries.
In turn this situation is as a result, on the one hand, of the descriptive nature
of demography, and on the other, of the basic assumptions of the prevailing
economic paradigm.

This report will then argue that the projections proposed by the Population
Division of the United Nations Department of Economic and Social Affairs
(UN DESA) present contradictory results stemming from the use of mechanical
assumptions on migration not linked to the demographic and economic dynamic,




and from there, will discuss why the demographic representation of the planet’s
future is unrealistic from a socioeconomic perspective.

The critical analysis of the projections made by UN DESA will make evident that
the only way to avoid these shortcomings is to base demographic projections on
a formal model capable of explaining and forecasting immigrations flows.

The model, based on a stock-flow approach to labour market analysis, allows for
the presence of structural disequilibria between labour demand and supply. In
this approach, both a structural shortage of labour (SSL) and a structural excess
of labour (SEL) are possible as a result of mainly demographic trends, as well
as economic events. The model posits that countries characterized by an SSL
attract migrants from countries with an SEL. In substance, migration is demand
driven in the presence of an unlimited international supply of labour. Both the
SSL and the SEL are the result of the interaction in the labour market between
the demographic sphere that affects the supply of labour, and the economic
sphere that affects the demand.

The migration model will then replace the hypotheses used by UN DESA to
produce a new procedure for jointly building labour market and demographic
scenarios. In the model, the level of population will depend on the number of
migrants that in turn is related to demographic trends, the changes in the rate of
participation in the labour market and in the level of employment.

Finally, an analysis of the demographic transition that is by now affecting every
country in the world will show that the planet is inevitably moving towards a
growing demographic polarization that will witness the co-presence of an
increasing number of countries characterized by SSL and a declining number
of countries that will have SEL. According to the model, this polarization will
inevitably provoke migration flows of unprecedented size.

Although the opinion expressed in this paper is the most probable outcome
of the planet’s demographic and economic situation, two possible alternative
paths that could be followed by the countries affected by a massive decline in
potential labour supply will be discussed: (a) the delocalization of production;
and (b) the progressive reduction of the production level, as well as their relative
viability, advantages and disadvantages.




The empirical study

In this section, the report will present labour market, migration and
demographic scenarios for the European Union and Egypt based on the
migration model and the new procedure for jointly building labour market
and demographic scenarios.

Policy suggestions

The last part of the paper will be dedicated to proving that, if properly managed,
migrations can be advantageous both to arrival and departure countries.
However, a series of important steps must be taken.

The first step is to recognize that in an increasing number of countries,
mass migration is unavoidable if these countries decide to continue along
a path of economic growth. The second is that the structural nature of the
phenomenon makes it possible to build reliable scenarios of the quantitative
need for foreign labour over a 15-20 year horizon, while within a shorter time
scale, it is possible to articulate the need for foreign labour by educational
level and typology of training. The third is to recognize that migration flows,
and a strong cooperation in managing them, will benefit not only departure
countries, but also arrival countries as well.

This should represent the starting point for a cooperative approach
between departure and arrival countries to manage migration flows in a rational
and more humane way.




The theoretical
analysis

INTRODUCTION

The need to design and promote effective policies concerning migration, labour
market and demographics justifies the strong demand to produce reliable
forecasts of migration flows. These are fundamental in understanding the extent
to which international population movements can counter the reduction in
labour force and ageing populations that affect many developed and developing
countries.

Even a cursory analysis of available projections and demographic scenarios
indicates there is still much work to be done to develop accurate forecasting
models. The shortage of coherent models has been justified by pointing out that
migration is a phenomenon characterized by a much higher level of uncertainty
than the purely demographic components of population change.

Itis argued that the inability to accurately forecast migration flows is due to a lack
of appropriate theories. Despite the abundance of alternative and overlapping
approaches produced by practitioners in all the social sciences, the empirical
propositions that can be derived from the available models cannot “explain” the
trend and direction of international migration flows, and are unable therefore

PROMOTING A COMMON UNDERSTANDING OF MIGRATION TRENDS -|




to make reliable forecasts.! The author suggests that this is due to the ideological
foundation of these theories, which has stood in the way of asking the main
question: Can we produce a model explaining the number of people that has
arrived in developed countries and forecast their future number?

This will enable us to analyse one of the main consequences of this situation —
the adoption by national and international statistical institutions of procedures
for projecting demographic trends that are based on mechanical assumptions
of what future migration flows will be (that is, on assumptions that are not
related to the economic and demographic dynamic). This has led to projections
that propose, for many countries, a demographic situation that appears highly
unrealistic given their socioeconomic implications.

The only way to avoid such shortcomingsis to adopt a model capable of explaining
and forecasting migrations flows and more specifically, arrivals. The second part
of the chapter will present such a migration model. The model is based on a
stock-flow approach to labour market analysis that allows for the presence of
structural disequilibria between labour demand and supply. The model posits
that countries characterized by SSL attract migrants from countries with SEL.
Both situations result from the interaction in the labour market between the
demographic sphere that affects the supply of labour, and the economic sphere
that affects the demand.

MIGRATION THEORIES

At the beginning of a seminal survey of migration theories by Massey et al.
(1993), the authors noted:

The emergence of international migration as a basic structural
feature of nearly all industrialized countries testifies to the strength
and coherence of the underlying forces. Yet the theoretical base
for understanding these forces remains weak. The recent boom in
immigration has therefore taken citizens, officials, and demographers
by surprise, and when it comes to international migration, popular

1 Obviously, it is assumed that migration, and more specifically immigration, can be explained, which
implies that a model can be proposed and tested. For a different opinion based on the idea that
migration cannot be forecast, see Arango (2000), while a recent evaluation report promoted by
the Government of United Kingdom speaks of inherent uncertainty about future migration flows
compounded by the intrinsic errors in the data (G. Disney et al., 2015).




thinking remains mired in nineteenth-century concepts, models,
and assumptions. At present, there is no single coherent theory of
international migration, only a fragmented set of theories that have
developed largely in isolation from one another, sometimes but not
always segmented by disciplinary boundaries.?

After more than 20 years, the situation has not significantly changed. The only
point in which studies concerning migration seem to agree is that migrations
are much more difficult to explain and forecast than other components of
population change, and this is not only from a lack of data.?

In the meantime, the size of economic migration flows has notably increased,
while the phenomenon has become increasingly complex and articulated:
South—North migrations are now paralleled by South—South migrations and at
the same time, an increasing number of countries are affected by arrival, departure
and transit flows. Finally, in an increasing number of countries, migrations are
becoming the most important component of population dynamics.

This chapter will provide a short and certainly only partial survey of the literature
on migration.* The objective is not so much listing all available theories on the
origin, determinants and directions of migrations flows, but rather, an effort
to assess what different approaches can explain, as well as what they do not
explain, in order to understand whether they can play a role in forecasting
migration flows, while suggesting correct migration policies.

A survey of the literature

Migration is a multifaceted phenomenon and therefore has been addressed
by many social disciplines. Geography, demography, economics and sociology
have paid special attention to the quantitative aspects of migration. In view

2 Recalling Arango (2000), Bijak (2010) and Kupiszewki (2103), the recent evaluation report commissioned
by the Migration Advisory Committee note that: “Migrations are at present too fragmented and too
vague to be able to support forecasting, besides being used as possible justifications for the construction
of argument-based scenarios taking selected push and pull factors into account.” (Disney et al., 2015, p.
23).

3 According to UN DESA: “International migration is the component of population change that is most
difficult to project. ... the movement of people across international borders, which is often a response
to rapidly changing economic, social, political and environmental factors, is a very volatile process.” (UN
DESA 2015, p. 40)

4 The paper will not survey the literature on forecasting methods based on purely statistical procedures
since in order to elaborate policy measures to govern migration flows, we need explanations and not
numbers. For a recent survey of the literature on these procedures, see Disney et al., 2015.




of this paper’s objective, the attention will be on these disciplines and more
specifically, on the main families of models proposed by economists. Moreover,
this survey will cover only those theories that address the causes of economic
migration and not those that account for its perpetuation. This is as a result
of the proposed model, which emphasizes that we are in the early stages of a
century that will be characterized by mass migrations of unprecedented size.

The ancestors

Towards the end of the nineteenth century, an analysis of the available census
data (mainly British) led Ernst Georg Ravenstein (Ravenstein, 1885, 1889), a
German-English geographer and cartographer, to outline a number of empirical
generalizations that were concerned with internal® rather than international
migration.® Although Ravenstein’s contribution has been appraised in different
ways by the following studies of migration, there can be no doubt that they were
foundational for the field for subsequent analyses.

The first part of the twentieth century was dominated by the push—pull analytical
framework. In this approach, migration is driven by a set of push factors
operating from the region or country of origin (such as poverty, unemployment,
landlessness, rapid population growth, political repression, low social status,
poor marriage prospects and desertification), and pull factors operating from the
place or country of destination (such as better income and job prospects, better
education and welfare systems, land to settle and farm, good environmental
and living conditions, and political freedom). This approach was formalized by
Everett Lee (1966), who also took into consideration the intervening factors
that might impact the decision to migrate. He argued that variables, such as
distance, physical and political barriers, and having dependants, can impede or
even prevent migration. He pointed out that the migration process is selective
because differentials, such as age, gender and social class affect how persons
respond to push—pull factors, and these conditions also shape their ability to
overcome intervening obstacles. Furthermore, personal factors, such as a
person’s education, knowledge of a potential receiver population, family ties
and the like can facilitate or impede migration.

5 A model capable of explaining migration flows should apply equally to internal and international
migrations.
6 (a) Migrants move mainly over short distances; those going longer distances head for the great

centres of industry and commerce; (b) Most migration is from agricultural to industrial areas;
(c) Large towns grow more by migration than by natural increase; (d) Migration increases along
with the development of industry, commerce and transport; (e) Each migration stream produces a
counter-stream; (f) Females are more migratory than males, at least over shorter distances; males form
a majority in international migration; and (g) The major causes of migration are economic.




DEMOGRAPHY

In a recent article, Philippe Fargues (2011) has pointed out a curious paradox:
“international migration theory does not put much emphasis on demography
and demographic theory simply ignores international migration.””

In fact, the most relevant and complete surveys of migration theory, including
the one by Massey et al. (1993), do not mention demography or demographers.
The first reason could be that these surveys have been written by economists
and, despite continuous discussions on the need to adopt multidisciplinary
approaches, the boundaries between demography and economics remain
pronounced. Thus, practitioners of the two disciplines, often dealing with
the same issues with similar tools, are unable to work together. However, the
main reason is that demographers have never produced formalized models of
migration.

The main objective of demography is to describe and explain the evolution of
populations, the main tool being demographic accounting that considers, on
the one hand, the contribution of natural events (births and deaths), and on the
other, the role of migrations. Therefore, migration is not only a basic component
in the toolkit of demographers,® but it has always represented a major field of
demographic analysis, and demographers are still the leading authority in this
field, at least from the viewpoint of politicians.

However, in keeping with the mainly descriptive nature of their discipline,
demographers have never proposed fully fledged migration models, and instead
have analysed migration flows mainly from the supply side, paying attention
mostly to the reasons that determine departures and focusing very little on the
choice of the country of destination.

Although there are many different positions present in the literature, the general
consensus is that migration flows are activated by a demographic growth
that is not mirrored by economic growth. Moreover, given the hypothesis of
demographic equilibrium, that is still at the basis of transition theory, at least for
demographers working at the empirical level, the labour market consequences
of a structural decline in the working-age population (WAP) have been
considered only very recently and have been generally set aside with rather
cursory arguments.

7 See also Keeley (2000) and Bruni (2008).
8 See Fargues (2011).




Neoclassical models

Economists are latecomers to the study of migration; they entered the field
recently in the 1950s. Given the predominant role of the neoclassical paradigm,
their first proposed models were rational choice models.

The macroeconomic model

In this approach, inspired by a seminal article by Lewis (1954), labour migration
is explained by the process of economic development, and international
migration is related to the global supply and demand for labour (Ranis and
Fei, 1961; Sjaastad, 1962; Todaro, 1969). Nations with scarce labour supply
and high demand will have high wages that pull immigrants from nations with
a surplus of labour. The movements of labour, mirrored by movements of
capital in the opposite direction, lead to a situation of equilibrium between
the two labour markets and to the end of migration flows. It should be added
that in later versions of this theory, capital includes human capital, and
therefore the model allows for the movement of highly skilled people towards
countries with an excess of labour.

The individual approach

At the micro level, the decision to migrate is the result of individual rational
comparison (a cost-benefit calculation) between the net economic outcome
of remaining in the country of residence, and the economic outcome to be
expected by moving to another country (Todaro, 1969, 1976, 1989; Todaro and
Maruszko, 1987; Borgias, 1990).° Total migration flows are the sum of individuals
who have made the decision to migrate where the expected discounted net
returns are greatest over some timescale.

9 As Massey et al. (1993) explain in detail: “Potential migrants estimate the costs and benefits of
moving to international locations and migrate to where the discounted net returns are greater
over some time horizon. Net returns in each future period are estimated by taking the observed
earnings corresponding to the individual’s skills in the destination country and multiplying these
by the probability of obtaining a job there. These expected earnings are then subtracted from
those expected in the community of origin (observed earnings there multiplied by the probability
of employment) and the difference is summed over a time horizon from 0 to n, discounted by a
factor that reflects the greater utility of money earned in the present than in the future. From this
integrated difference the estimated costs are subtracted to yield the expected net return to migration.”
(op. cit., p. 434)




The new economics of labour migration

In an effort to make the neoclassical model more realistic, the new economics
of labour migration assumes that the decision to migrate is not taken by
individuals, but by families or households, and that the decision is taken in a
context characterized by missing information or imperfect markets (Katz and
Stark, 1986; Lauby and Stark, 1988; Stark and Taylor, 1989, 1991, Stark, 1984,
1991; Stark and Bloom, 1985; Stark and Levhari, 1982; Stark, Taylor and Yitzhaki,
1986; Stark and Yitzhaki, 1988; Taylor, 1986). In this situation, the migration of
some family members is aimed not only at maximizing expected income, but
migrations are also a way to diversify risks and loosen constraints associated
with market failures. These groups of models show that a wage differential is not
a necessary condition for international migration to occur and that international
migration can continue when wage differentials have been eliminated, while
economic development within sending regions need not reduce the pressure
for international migration.

Dual labour market theory

According to this approach, migration is not determined by rational decisions
made by individuals or households, but “stems from the intrinsic labour
demands of modern industrial societies” (Massey et al., 1993:440). According to
Piore (1979), migrations are determined by the presence in advanced industrial
societies of a chronic and unavoidable need for foreign labour due to their
dualistic structure: they have a primary market of secure, well-remunerated
work and a secondary market characterized by low wages, unstable conditions
and a lack of reasonable prospects for upward mobility. Put more simply, the
segmented labour-market theory argues that migrants are recruited to fill these
secondary jobs that are necessary for the overall economy to function but are
avoided by the native-born population.

World-systems theory

In this sociological approach, international migration is a by-product of global
capitalism, and is a natural outgrowth of the disruptions and dislocations
that inevitably occur in the process of capitalist development (Castells, 1989;
Morawska, 1990; Massey, 1989; Petras, 1981; Portes and Walton, 1981; Sassen,
1988, 1991; Wallerstein, 1974). The penetration of capitalist economic relations
into peripheral non-capitalist societies, and more specifically in agriculture,
mining and industry, contributes to the creation of populations that are socially
and economically uprooted, and of a mobile labour force that is displaced




from the land, with a weakened attachment to local communities and that is
subsequently prone to migration. At the same time, capitalist investment creates
strong material and cultural links with core countries, leading to transnational
movements that are especially likely to occur between former colonial powers
and their former colonies.

A critical assessment of migration theories

As was correctly observed by Massey et al. (1993), in comparing different
migration theories, the real issue is not that of indicating which is the correct
one, but of sifting out their empirical content, and the empirical predictions that
can be verified.

Massey et al. (1993) elaborated a series of empirical propositions derived
from the main theories of migration, but the authors’ silence concerning the
results obtained in the empirical tests clearly suggests that they do not lead to
any clear conclusion.

In fact, these tests have not only verified some propositions, but very often
also their opposite, while in other cases the necessary data was not available.
This situation is not surprising given that different sets of hypotheses can
lead to different or even opposite conclusions, each capturing only one aspect
of “reality”.

The fact is that if the models based on these assumptions can suggest
with some approximation which countries are or will become departure
countries, they cannot for both theoretical and empirical reasons (Bruni,
2008), produce quantitative predictions. Above all, they cannot forecast the
most important variable for policymakers: how many people will arrive in each
destination country in the medium-long term (or more correctly what will be
the migration balance).

The lack of a generally accepted and satisfying theory of migration has notable
consequences. In the first place, those in charge of designing and implementing
migration policies (broadly defined) find themselves in a state of increasing
uncertainty and confusion. Governments continue to perceive migrations
mainly from a security perspective, failing to understand the structural nature of
the phenomenon and the necessity to devise long-term strategies. At the same
time, the continuous growth of migration flows, together with the politically
sensitive nature of the phenomenon, contribute to making the situation




even more drastic, while international organizations are unable to propose
appropriate solutions.

Secondly, while the role of the migration balance is becoming crucial in
determining population change in the economically and politically dominant
countries, national and statistical offices do not have reliable tools with which
to forecast the migration balance and therefore to build the reliable projected
scenarios necessary for designing medium- and long-term policies in many vital
areas, such as education, health, retirement, pensions and infrastructures.

Finally, the lack of reliable demographic scenarios, based on a clear understanding
of the mechanisms that produce them, makes the policy issue even more critical
since it can lead to a very dangerous standstill or even push policymakers in
directions that are counterproductive.

Demographic forecasting

Numerous international organizations and national statistical institutes produce
demographic forecasts with very similar methodologies. The analysis will focus
on the methodology followed by the most representative and influential —
the Population Division of UN DESA.

The United Nations methodology

The demographic projections produced by UN DESAY are based on the
meta-hypothesis that the three main variables that determine population
trends (births, deaths and migrations) can be forecasted independently from
each other and independently from the economic sphere.

Fertility and mortality are variables that change at a slow rate, and the
methodology adopted by statistical institutions (both national and international)
to forecast them over a medium period appears reasonable and acceptable.
Much more debatable are the assumptions regarding migrations.!

10 The Population Division published its first set of world population estimates and projections in 1951.
Starting in 1990, the World Population Prospects have been regularly updated every two years. The
2012 Revision, on which this study is mainly based upon, presents population estimates and projections
for 230 countries and areas, as well as for 32 geographical regions, major areas and development
groups (UN DESA, 2013a).

11 For a detailed analysis of the last assumptions adopted by UN DESA, see UN DESA, 2015.




The assumptions regarding fertility and mortality

Beginning with the 2010 Revision, fertility has been forecast using a
probabilistic approach and fertility patterns are generated by taking into
account not only national trends, but also the tendencies of countries within
the same region, as well as the global trend. Finally, and more interestingly,
the last three revisions have returned to the equilibrium hypothesis upheld
by the classical formulation of transition theory: while the 2008 projections
incorporated the assumption that fertility would converge towards the
below-replacement level of 1.85 children per woman in all the countries of the
world, since the 2010 Revision, fertility has been assumed to converge towards
2.1 children per woman.

Life expectancy is forecast progressively to increase from a present value of
70.5 years to 83.2 years in 2100.*2 Moreover, the growth in life expectancy
will be negatively correlated to the initial value. During the 2010-2015
period, the difference in life expectancy between most developed countries
and least developed countries was quite high (16.2 years). According to the
Population Division, the difference between the two groups of countries
is expected to decline progressively to reach 10.6 years at the end of the
century.”® The inter-country spread, however, will remain quite wide with
values between a maximum of 94.2 years for Martinique and Italy and a
minimum of 70.2 years for Sierra Leone.'*

The assumptions regarding migration

Due to the situation of migration theory as outlined earlier,®> UN DESA has
adopted a purely mechanical approach to projecting the migration balance of
each country. It assumes that for the next 40 years, after a sharp drop in the
present period, the migration balance will remain substantially constant and
will then progressively decline to half of its value by the end of the century
(UN DESA, 2015).

12 Here, and in the following paragraphs the most recent data published by UN DESA; UN DESA, 2015 is
used.

13 As in all the other projections, an underlying assumption is that the economic and social ranking of the
countries will not change. History shows that in 90 years, many things can happen, with China and the
Gulf countries providing sound examples of completely unexpected developments.

14 Forty seven countries are expected to break the 90-year mark, with Europe averaging 88.5 years.

15 An additional factor might be that projections are made by demographers who are often characterized
by what might be called a horror theoriae.




The difficulty in finding a reasonable and acceptable solution to the problem
of projecting migration is shown by the fact that between 2000 and 2015,
the Population Division proposed four different approaches to migration:
(a) the “replacement migration” approach;*® (b) the constant approach
followed by a drop to zero after 2050; (c) the constant approach followed
by a progressive decline to zero from 2050 to the end of the century; and
(d) the constant approach followed by a progressive decline to half of 2050 in
the last 50 years of the century.

The replacement approach, the most daring and innovative but also the most
controversial, was the object of a special report presented at the annual
meeting of the Population Association of America, held in Los Angeles in March
2000 (UN DESA, 2000). The report begins with the following considerations:

(a) In the next few decades, the population will decline and the
ageing process that characterizes all developed countries
will accelerate;’

(b) The fertility rate will probably increase, but it is extremely
improbable that it will go back to the value of 2.1 children per
woman that guarantees the stability of the population level; and

(c) At the same time, it is a common goal of all countries to
reduce mortality.

The obvious and unavoidable conclusion of the report was that only
international migration could modify the tendency to demographic
decline and ageing.

16 The concept of replacement migration was not new in demographic literature, but the Population
Division Report (UN DESA, 2000) gave it an unprecedented prominence. The report defines replacement
migration as “the international migration that would be needed to offset possible population shortages,
i.e. declines in the size of population, the decline in the population of working age, as well as to off
set the overall ageing of population”. McNicoll (2000) explains: “The replacement in replacement
migration is of births by immigrants, the implicit assumption being that recruitment to population by
immigration is an equivalent process to recruitment by birth. In an individualistic economic calculus,
the difference may indeed be immaterial- or with a selective admission policy, even in migration’s favor,
since it is the parents of taxpayers of other countries who have born the cost of migrants” education.
But for the society rather than for the economy, the two models have very different implications.”

17 The research covered eight countries (Italy, France, Germany, the United Kingdom, the United States,
the Russian Federation and Republic of Korea) and two regions (Europe and the European Union).




The report proposed a series of alternative scenarios for the period up to 2050.
The three most interesting scenarios presented the net migration balance
necessary to keep the following: (a) total population constant at the highest
level reached during the period; (b) WAP constant at the highest level reached
during the period; and (c) the ratio between the elderly and WAP constant.
The scenarios also showed the impact of migration on the main demographic
indicators.

The results were striking. For instance, the report showed that in order to keep
WAP constant at the 2000 level, the European Union would need (between 2000
and 2050) 179 million migrants, including 19.6 million in Italy and 24.3 million
in Germany, while the need of Japan was estimated at 32.3 million. Some of
the qualitative results were even more thought-provoking. The report showed
that keeping WAP constant would tend to recreate a demographic equilibrium,
which in time would eliminate the need for foreign labour. However, the price
to be paid was the creation of a multi-ethnic society on a scale never before
experienced by a developed country.

The report, which had the courage to clearly indicate the unavoidable implication
of present demographic trends, was the object of much criticism, some of which
was unwarranted.

In the first place, it was observed that the report, presented as a purely
demographic exercise, was in fact promoting a very precise policy solution to
the demographic deficits of industrialized countries — mass migration (McNicoll,
2000). With a degree of sarcasm, Coleman (2002) wrote: “In 2000, the prospect
of demographic salvation from population ageing by migration was awakened
among the credulous by a report from the United Nations Population Division
on “Replacement Migration”. ... The impression given was that substantial
increases in immigration, some of them astronomical, were the only option in
many cases to prevent declining population, declining workforce and declining
“potential support ratio.”

Other criticisms addressed the assumption that a declining total population, a
declining WAP and an ageing population are problems in and of themselves.!®

18 Coleman (2000), for instance, states: “[A]ging is not necessarily a bad thing because societies today and in
the future can better cope with a lower support ratio by increasing labor productivity.” While according to
McNicoll (2000): “[T]he definition of ageing as a problem is not simply driven by the fact that population
is getting older, but also by the ways in which we have organized institutions in the society that relate
to aging.” Other authors noted that there are economic situations in which population decline can be a
positive element, while the solution proposed by the United Nations might cause a mass exodus from
developing countries, depriving them of their most qualified human resources.




With respect to a possible deficit of labour supply, almost all those who
intervened in the debate expressed the belief that increases in productivity and
labour force participation were viable solutions. However, the most fundamental
criticism concerned the fact that the report relied on only one instrument to
solve all demographic disequilibria — migratory flows.

Finally, the deepest concerns were directed at the social and political sustainability
of migratory flows to the degree that was suggested by the report.’®

The Population Division returned to more standard assumptions regarding
future migration flows after there were no favourable views concerning the
report’s methodology. In the 2004 long-term projections (UN DESA, 2004), the
Population Division distinguished between a short-term period (up to 2050)
and the very long-term period (2050-2300). For the former, the future level
of migration flows* would reflect past migration estimates and public policy
towards migrants.?! For the long-term period, the solution was even simpler:
“Reasonable assumptions about long-range international migration are difficult
to make. Essentially as a default, zero net international migration per country is
assumed beyond 2050

In this case, UN DESA did not wait for the reaction of the leading
demographers, but instead a series of papers, authored by external experts,
were incorporated in the report.?? The only author who considered the
assumptions regarding migration to be realistic was Caldwell (2004): “This
would have seemed nonsensical 20 years ago, but growing resistance by
the electorates of many developed countries to new settlers suggests that
the assumption could be close to the truth.” However, he then went on to
observe: “[Slome countries with persistent below-replacement fertility
may seek immigrants to stabilize their numbers.”

19 Coleman (2000) voiced the fear: “Any population with sub-replacement fertility, attempting to maintain
a given population size through immigration, would accordingly acquire a population of predominantly,
eventually entirely, immigrant origin. Populations can only adopt this solution to stabilize the numbers
at the risk of the loss of their original identity.”

20 However, UN DESA made it clear that it had proceeded case by case, country by country, without following
any standard model, and introducing little change with respect to the past “except where current patterns
reflect unusual events unlikely to be repeated, such as the return of refugees to a specific country”.

21 The approach was illustrated with some examples. For instance: “.. the United States, which receives
the largest number of immigrants, is estimated as having 6.3 million net migrants in 1995-2000 and is
projected to have only slightly fewer, 5.5 million, in 2045-2050. China and Mexico lose the largest net
number of net migrants in 1995-2000 and also in 2045-2050.”

22 The papers cover a vast array of topics, some rather unusual for demographers, such as the fascinating
paper on understanding the emotions of the population in 2300 (Basu, 2004). While at least one paper
was entirely devoted to fertility (Birg, 2004), which had a relevant role in many others, no paper was
devoted specifically to the hypothesis on migration.




All the other interventions expressed a negative evaluation. Coleman
(2004) observed, for example: “Given the long-term nature of these
projections, it is a surprising assumption and one with particular influence
on the developed world, both in Europe and in Northern America, where for
decades net inward migration (immigration) has been making substantial
contributions to population numbers.”

Tim Dyson flatly stated that the UN DESA assumption of zero migration after
2050 was unrealistic. He considered it “likely that demographic and economic
differentials will continue to operate far beyond the year 2050 to promote, for
example, migration from regions like West Asia and North Africa to regions like
Europe and North America” (2004). Westoff (2004), having highlighted that “the
assumption of zero international migration seriously reduces their usefulness
for developed countries”, voiced what seemed to be a shared opinion:
the assumption of zero migration after 2050 did not have any reasonable
alternative. The point was made very clearly by Paul Demeny (2004). He argued
that the assumption of zero migration flows after 2050 was adopted because
“the United Nations demographers ... felt helpless in arriving at numerically
specifiable migration rates that could be grounded in the experience of past
patterns of international migration”. As already pointed out, Demeny concluded
by observing that critics of the United Nations’ assumptions “would have a
standing only if they could propose a more acceptable set of assumptions”.
In substance, there was almost total agreement that the decline of migration
to zero was not a realistic hypothesis, but a lack of viable alternatives left the
Population Division with no alternative.

The 2008 Revision, which covers the period up to 2050, adopted the
standard “short-term” assumption of keeping international migration flows
constant at around the average value registered during the previous 10 years
(UN DESA, 2009).

In the 2010 Revision, the time horizon was pushed up to the end of the century,
a middle ground between previous short-term and long-term projections. It was
therefore necessary to find a new strategy for the migration hypothesis. The
decision was to abandon the rather awkward, abrupt drop to zero of migration
flows by the middle of the century, but maintain the idea that migration flows
will become less and less important, progressively declining to zero by the end
of the century. This assumption that was maintained in the 2012 Revision was
changed again in the last revision (2014), which assumes that the migration
balance will decline to half the 2050 value.




Projections, forecasts and hypotheses

UN DESA has clearly stated on more than one occasion that (long-term)
projections are not forecasts, and nobody should expect the population to
reach the projected levels. “Any demographic projections, if they go 100, 200,
or 300 years into the future, are little more than guesses.” They represent
“extrapolations of current trends”. They show what paths the population
would follow if, and only if, historical trends continue. Since nobody can expect
this to happen, projections have two objectives. The first one is to make the
implications of the present demographic trends evident, which “can only be
seen by looking far enough into the future”. The second one is “to facilitate
thinking about how to prepare for it (the future), but also to encourage action
to modify this path, to make it more favourable, if that is possible, for collective
welfare” (UN DESA, 2004).

It would, however, seem reasonable to expect demographic projections not to
be simple exercises, but to provide the population data necessary for designing
and implementing a vast array of structural policies in such areas as education,
welfare, transport, infrastructure and migration itself. However, in order to do
so, population projections need to be based on more than educated guesses
and mechanical assumptions.

From a socioeconomic perspective, only realistic assumptions®® can
generate projections that are reliable and plausible. The following
paragraphs will show that:

e Not only do UN DESA assumptions on migration not reflect past
trends, but they produce results that are not coherent with the
demographic evolution; and

e For many countries, the projections are highly unrealistic from a
socioeconomic perspective.

Given the increasing importance of demographic trends, this makes
evident the need to base demographic projections on realistic assumptions
concerning migration, which can be achieved only by employing a realistic model.

23 The opposite opinion was held by Friedman (1953).




Migration trends: 1950-2010

In the last 60 years, three main tendencies have characterized international
migration flows:?*

(a) A substantial increase in the level of migration: the size of
international migrations has been steadily increasing since the
1950s (with the exception of the peak produced by the fall of the
Berlin Wall and the subsequent temporary decline) from a yearly
average value of 1.1 to 6.2 million (Graph 1);

Graph 1: Number of international migrants and intercontinental migrants,
from 1950-1955 to 2005-2010

4.0

0.0
1950-1955 | 1955-1960 | 1960-1965 | 1965-1970 | 1970-1975 | 1975-1980 | 1980-1985 | 1985-1990 | 1990-1995 | 1995-2000 | 2000-2005 | 2005-2010

ll International migrants 11 15 18 19 2.6 32 32 35 58 46 5.4 6.1

ll Intercontinental migrants 0.4 0.8 0.5 0.7 12 13 11 15 23 2.6 3.0 32

Note: Average yearly values are in millions.
Source: Elaboration on UN DESA data (UN DESA, 2013a).

24 In the following part of the report, the data of the 2012 Revision has been used, given that the 2014
Revision has been made in a moment of demographic turmoil.
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(b) An increase in the percentage of intercontinental flows from
6.7 per cent, between 1950 and 1960, to 33.7 per cent between
2000 and 2010 (Table 1);

Table 1:  Number of arrival and departure countries; positive, negative and
net migration balance by continent and area; 1950-1960 and

2000-2010
Number Number of Number of Positive Negative Net
of countries countries migration migration migration
i countries : with with balances balances balance
i i positive negative ; ;
: i migration | migration i H
i balance | balance |
1950-1960
Africa s . 14 . 28 07 | 17 . -10
Asia : 51 21 : 23 0 36 24 1.2
Europe 40 13 27 2.2 -6.4 -4.2
South America and 38 11 22 1.4 -2.2 -0.8
Caribbean
New World Countries 4 4 5.0 5.0
Oceania 11 2 9 0.0 -0.1 -0.1
Total 200 65 109 12.9 -12.8 0.1
Intercontinental flows 200 6.7
2000-2010
Europe 40 27 13 20.1 -1.8 18.3
New World Countries 4 4 0 15.3 15.3
Asia ; 50 21 ; 27 . 142 . 306 | -164
Gulf countries 6 6 8.7
South America and 37 8 28 0.4 -11.6 -11.2
Caribbean
Africa 55 16 36 3.9 -10.2 -6.3
Oceania 10 2 5 0.0 -0.2 -0.1
Total 196 78 109 53.9 -54.3 -0.4
Intercontinental flows 33.7

Note: Some countries register a zero migration balance. Values are in millions.
Source: Elaboration on UN DESA data (UN DESA, 2013a).
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(c) Very significant changes in the geographical structure of both
arrival and departures flows. Between 1950 and 1960, the New
World Countries (NWC: Canada, the United States, Australia and
New Zealand) were the main pole of attraction of international
migration flows. They received around half a million migrants per
year, that is, 38.7 per cent of the total. Western Europe (France and
Germany, but also Switzerland, Belgium and Sweden) represented
the second pole of attraction; Brazil, Argentina and Venezuela
represented the third. Fifty years later, the situation had radically
changed. Europe had become the main area of arrival, while the
countries of the Gulf region were the third largest arrival area after
the NWC. Eastern and Central Asia, especially Southern Asia, Central
and Southern America, Northern, Eastern and Western Africa were
now the areas that provided labour to the rest of the world.

Moreover, numerous countries have moved from being affiliated as departure
countries to arrival countries. In the last 40 years, only in Europe has the sign
of the migration balance changed from negative to positive: first in Portugal,
Spain, ltaly and Greece, around the middle of the 1970s, and then, among
others, in the Russian Federation, in the Czech Republic, in Hungary, Ireland,
Malta, Slovenia and Cyprus, while in the Republic of Moldova it has changed
from positive to negative.

Finally, the migration balance is becoming more and more important in
determining demographic trends since in many countries, the natural balance
has become marginal or even negative. In conclusion, historical data clearly
show that the direction of migration flows can completely change even during
a very short interval.

Migration trends and demographic trends: Some contradictory results

According to UN DESA, between the period of 2015 and 2050, in absence of
migration, 65 countries will register a decline in WAP. Of the 65 countries,
37 are in Europe, 14 in Asia, 9 in the Caribbean and Latin America, and 1 in
Africa. They include also the four NWC (Bruni, 2014).

At the beginning of the period, almost 2 billion people are expected to be working
age in the countries considered and represent 41.3 per cent of the world’s WAP
(Table 2). In the following 35 years, in the absence of migration, these countries
will register a contraction in WAP of almost 350 million (-17.4%), and their share
is projected to decline to 27.3 per cent.




Table 2:  World’s WAP; countries where WAP is expected to decline and
increase; 2015-2050

Working age population

Absolute value 2015-2050
2015 2050 Absolute change % change
65 countries where WAP 1,989 1,642 -346.3 -17.4
is expected to decline
64 countries 973 : 781 -191.7 : -19.7
China 1,016 861 -154.6 -15.2
Countries where WAP is 2,828 4,386 1,558.3 55.1
expected to increase
World WAP 4,817 6,029 1,212.0 25.2

Note: Absolute values are in millions.
Source: Elaboration on UN DESA data (UN DESA, 2013a).

In the other countries, WAP is expected to increase by 1.56 billion (+55.1%).
It should be emphasized that in 2015, the WAP of China amounts to more than
1 billion and represents more than half in proportion of the countries with
declining population. It will continue to be more than half in 2050 when its
relative weight to the global WAP will be down to 14.3 per cent (see Table 3).

Table 3:  WAP; Relative weight in the countries where WAP is expected to
decline and increase; 2015 and 2050

Working age population

Percentage composition

: 2015 2050

65 countries where WAP is expected to decline 413 27.2
64 countries 20.2 13.0

China 211 143

Countries where WAP is expected to increase 58.7 72.8
World WAP 100.0 100.0

Source: Elaboration on UN DESA data (UN DESA, 2013a).
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The decline in WAP is heavily concentrated: China accounts for 45.3 per cent,
and the first five (China, the Russian Federation, Japan, Germany and Thailand)
account for 69.4 per cent; if the next four (Italy, Republic of Korea, Ukraine and
Spain) are added, the 80-per cent mark is passed.

If the percentage decline is considered, Qatar is first with 45.3 per cent, followed
by Hong Kong, China with 40.7 per cent and Macao, China with 36.1 per cent.
In another 11 countries, the percentage decline is above 30 per cent (Table 4).

Table 4:  Natural balance between 2015 and 2050

Natural balance

i Abs. value % comp Cum. % % change
1 China . 41545991 453 . 453 | Qatar 453
2 Russian Federation -28,311.4 8.3 53.6 Hong Kong SAR -40.7
3 i Japan -23,534.6 6.9 60.5 Macao SAR ........'.36'1
4 Germany -17,749.8 5.2 65.7 Germany -33.1
5 : Thailand -12,647.8 3.7 69.4 Ukraine 329
6 @ Italy -11,872.4 3.5 72.9 Portugal -32.5
7  Republic of Korea -10,495.1 3.1 76.0 Slovenia -32.3
8  Ukraine -10,318.5 3.0 79.0 United Arab Emirates -31.8
9 : Spain -9,275.2 2.7 81.7 Bulgaria -31.1
10 : United States -8,046.8 2.4 84.1 Italy -30.8
11 : Poland -6,878.7 2.0 86.1 Japan -30.7
12 : Canada -4,541.8 1.3 87.4 | Spain -30.2
13 United Kingdom -4,310.4 1.3 88.7 Channel Islands -30.0
14 : France -2,709.0 0.8 89.5 Greece -30.0
15 : United Arab Emirates -2,378.1 0.7 90.2 Singapore -29.9
16 : Portugal -2,254.6 0.7 90.9 Republic of Korea 292
17 : Greece -2,156.1 0.6 91.5 Belarus -29.1
18 : Hong Kong SAR -2,127.4 0.6 92.1 Hungary ........‘.28'9
19 : Cuba -2,080.9 0.6 92.7 Russian Federation -28.6
20 : Hungary -1,913.9 0.6 93.3 Malta ........‘.27'8
21 : Belarus -1,898.6 0.6 93.8 Austria -27.7
22 : Czech Republic -1,857.4 0.5 94 .4 Croatia ........‘.26'9
23 i Netherlands (the) -1,703.8 0.5 94.9 Switzerland -26.4
24 | Serbia -1,656.3 0.5 95.4 Czech Republic ........‘.26'4
25 : Austria -1,552.1 0.5 95.8 | Thailand -26.0
26  Bulgaria -1,477.8 0.4 96.3 Cuba 258
27 : Switzerland -1,383.5 0.4 96.7 Poland -25.8
28 i Australia -1,151.4 0.3 97.0 Serbia ........'.25'1
29 : Singapore -1,131.3 0.3 97.3 Latvia -23.6
30 : Belgium -1,017.6 0.3 97.6 Bosnia and -22.8
Herzegovina

N
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..... 31 Croatia 7661 02 979 |Uthuania
32 Qatar -695.3 0.2 98.1 The former Yugoslav :
..... ; ; Republic of Macedonia '
..... 33 | Bpsnia and'l‘-ierzegov'rna -604.7 0.2 98.2 R i
..... 34 Slovakia -570.0 0.2 98.4 Estonia
..... 35 Rgpublic oful\/loldova“ -546.5 0.2 98.6 Luxembourg
..... 36 : Sweden -500.9 0.1 98.7 Bahrain
..... 37 _; Finland 4783 | 01 : 988 |Canada
..... 38 : Lithuania -468.4 0.1 99.0 Cyprus
..... 39 S'I‘ovenia -448.4 0.1 99.1
40 Denmark -384.0 0.1 99.2
41 : The former Yugoslav -326.6 0.1 99.3 China -15.2
..... : Republic of Macedonia
42 latvia 3181 0.1 99.4
43 Norway -255.3 0.1 99.5
| 44 Puerto Ricoﬂ -212.1 0.1 99.6
45 Bahrain -204.7 0.1 99.6
46 Eustonia -180.4 0.1 99.7
A7 Armenia ) -160.1 0.0 99.7
48 : Macao SARH -154.3 0.0 99.8
49 Cyprus -140.0 0.0 99.8
..... 50 Mauritius . ) -130.0 0.0 99.8
..... 51 ¢ Trinidad angl Tobagou -84.2 0.0 99.9
..... 52 ‘ Malta ) . -80.6 0.0 .9
53 : Democratic People's -72.1 0.0 99.9
..... : Republic of Korea
..... 54 Luxembourg -70.8 0.0 .9
..... 55 : Montenegro -60.4 0.0 99.9
..... 56 Channel Islgnds -32.5 0.0 100.0
..... 57 Ireland ) -30.5 0.0 100.0
..... 58 | New Zealand -28.7 0.0 100.0
..... 59 Barbados ) -22.8 0.0 100.0
..... 60 Marﬁniqueu -22.3 0.0 100.0
..... 61 Aruba ) -12.2 0.0 100.0
..... 62 A;erbaijan ) -11.0 0.0 100.0
63 : Curagao -9.7 0.0 100.0 Democratic People's -0.4
..... § RepublicofKorea 1
..... e Ll ~Z oY LU0 selisiifen O
..... 65 : Bahamas : 16 00 1000 |Chile i 901
Total -341,123.9 : 100.0 Total -17.4
 Other countries . 1,558,465.5 55.1
 World 1,212,037.8 25.2

Note: Ranking by absolute value and by percentage incidence on the WAP in 2015.
Source: Elaboration on UN DESA data (UN DESA, 2013a).
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What about migration? The Population Division assumes that up until the year
2050, migrations will continue at a level just below the present level, without
taking into account demographic trends. This mechanical assumption leads to
migration trends that do not reflect the trends in WAP.

The 65 countries with declining WAP can in fact be classified into three different
groups (Table 5). The first group includes 17 countries in which the forecast
positive migration balance of 66 million will more than offset a natural decline
of WAP by 26 million; the second group includes 31 countries in which the
migration balance is nil or positive, and 27 million migrants will only partially
offset a negative natural balance of 138 million. Finally, in the third group of
countries, which includes China and another 16 countries, a negative natural
balance of 155 million is compounded by the emigration of 10 million people.

Table 5:  Three groups of countries with a negative natural balance of WAP
by level of migration balance and total balance; 2015-2050

Natural balance Migration balance Total balance gMigration balance/

Natural balance

25,714 39954 -255.4

-138,187 -112,020

A 27114 A -30,443 A
-191,015 -102,509
-154,599 -165,099

Total -345,614 | 78,006 . 267,608 : -22.6

Source: Elaboration on UN DESA data (UN DESA, 2013a).

The first group (Table 6) includes countries that are very diverse both in terms of
size (from the small Curagao with a WAP of 100,000 people, to the United States
with 210 million) and geographical distribution.? The total natural decline in
WAP represents only 7.4 per cent of the total decline registered by the 65
countries considered, but they are expected to receive 71 per cent of the total
positive migration balance.

As a consequence, the natural balance will be almost 40 million, producing an
increase of around 11 per cent of the initial WAP. Percentage increases above
average will be registered, among others, by Australia (26.9%), New Zealand
(16.9%), Norway (15.3%), Sweden (15.2%) and the United States (12.8%).

25 All continents are represented with the exception of Africa.
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Table 6:

and total balance between 2015 and 2050

Natural balance Migration balance Total balance

First group of countries’” natural balance of WAP, migration balance

WAP % growth

Australia

Ireland

i Luxembourg

United Arab
i Emirates

United
Kingdom

65,668

39,954

Note: Values are in thousands.
Source: Elaboration on UN DESA data (UN DESA, 2013a).

The majority of countries in the second group (the largest) are in Europe (17) and
Asia (9) (Table 7). This group includes the six countries with the largest natural
decline in WAP after China: the Russian Federation, Japan, Germany, Thailand,
Italy and the Republic of Korea. In the 35 years under consideration, the WAP
of these six countries will decline by 104 million and that of the group by 138
million. Ahead of this massive reduction in WAP (which will seriously affect the
labour supply), UN DESA envisages a total migration of 26 million that will cover
less than one fifth of the decline. Therefore, the WAP of this group of countries
is projected to decline by 112 million, which is 22.5 per cent of the 2015 value
(497 million).
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Table 7:  Second group of countries’ natural balance of WAP, migration
balance and total balance between 2015 and 2050

Natural : Migration Migration balance/

balance : balance : : Natural balance

1 Aruba -12 4 -8 3238
""""" 2 Austria -1,552 1,050 -502 -67.7
....... 3 Azerbaijan -11 0 -11 0.0
""""" 4 Bahrain : -205 131 74 640
....... 5 Barbados -23 14 -9 H -61.3
""""" 6 Belgium -1,018 700 -318 . 688
"""" 7 i Channel Islands ; 32 26 6 -80.1
""""" 8 Hong Kong SAR -2,127 1,050 -1,077 -49.4
""""" ol I croata -766 0 -766 0.0
'''' 10 { Cyprus i -140 ¢ 130 10 929
"""" 11 | Crech Repu't‘)'l‘ig‘ -1,857 1,050 -807 565
..... 12 Democraﬁ‘(;};é‘(;ble's Republic of Korea -72 0 -72 0.0
""" 13 | Estonla ; -180 0 i -180 | 0.0
'''' 14 Finland -478 350 -128 -73.2
"""" 15 Germany -17,750 3,200 -14,550 -18.0
'''' 16  Greece i 2,156 650 :  -1,506 301
..... 17 Hungary -1,914 525 -1,389 H -27.4
'''' 18 Italy -11,872 4,350 -7,522 366
"""" 19 | Japan . 23535 . 1,750 . -21,785 7.4
| 20 Mala -81 35 -46 -43.4
..... 2 1 Mauritius -130 0 -130 0.0
'''' 2 §Nether|andsm&'f‘1e) io1,704 350 | -1,354 205
"""" 23 Portugal -2,255 700 -1,555 310
'''' 24 Qatar -695 297 -398 47
""" 25 | Republic of Korea . -10,495 | 1,400 . -9,095 | -133
..... 2 6 Russian Fedé;éﬁon -28,311 4,000 -24,311 -14.1
"""" 27 Slovakia -570 105 -465 -18.4
'''' 28 Slovenia : -448 140 308 312
"""" 29 Spain -9,275 3,500 5,775 377
'''' 30 Thailand -12,648 660 -11,987 52
..... 3 1 §Othernon—sr;é‘ciﬁed areas : -5,874 : 0 -5,874 : 0.0
"""""" Total : -138,187 : 26,167 @ -112,020 -18.9

Note: Values are in thousands.
Source: Elaboration on UN DESA data (UN DESA, 2013a).
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The third group (Table 8) includes China and 16 other countries, with 12 in
Europe (including Poland and Ukraine) and 4 in the Caribbean (including
Cuba). The countries and territories in this group are characterized by the fact
that the decline in WAP is expected to be paralleled by a negative migration
balance. In consequence, the WAP is projected to decline by 16.3 per cent in
China and by 30.4 per cent in the other 16 members of the group, with five
countries above average, including Bulgaria with a world record value of-38.5
and Ukraine at-33.8 per cent.

Furthermore, the situation at the country level is highly differentiated. The
percentage of replacement by migration is above 50 per cent in eight medium—
small countries with a maximum of 93 per cent in Cyprus; it is between 25 and
50 per cent in nine countries that include Spain and Italy. For the other big
countries in this group, the replacement level is much lower: 18 per cent for
Germany, 14.1 per cent for the Russian Federation, 13.1 per cent for Republic of
Korea, and only 7.4 and 5.2 per cent for Japan and Thailand respectively.

As a consequence, many countries and territories, including the largest ones,
are projected to register a dramatic decline in WAP. In 11 countries, the decline
will be in excess of 20 per cent, the ranking being led by Japan at 28.4 per cent,
followed by Germany at 27.1 per cent, Republic of Korea at 25.3 per cent, and
Thailand at 24.7 per cent, with the Russian Federation at 24.6 per cent.

Table 8:  Third group of countries and territories’ natural balance of WAP;
migration balance and total balance between 2015 and 2050

Natural Migration Total Natural Migration Total
balance { balance | balance balance | balance | balance
Absolute values % change in WAP due to:
| 1 China | 154599 -10500 = -165099 | -152 . -10 . -163 |
....... 2 Armenia 160 200 =00 76
3 : Belarus 189 .70 -1,969 291
Lo U L o
: 6,879 .. 267 7,146 AR
Republic of 546 302 ¢ -848 -21.6

: Moldova
318 338 236
9 | Lithuania -468 508 22.4
10 | Bosnia and -605 640 22.8
........ Herzegovina . R
11 : Montenegro 60 A8 78 14.2
12  Serbia 1,656 | 700 2,356 25.1
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Natural | Migration | Total Natural | Migration i Total
balance : balance : balance balance : balance : balance

| Absolute values | % change in WAP due to:
13 | The former -327 -35 -362 -21.8 -2.3 -24.2
Yugoslav
Republic of
........... MaCEdonIa
14 Cuba -2,081 -780 -2,861 -25.9 -35.6
Martinique -22 26 -84 -9.9
Puerto Rico —212 ’:3’35 —8'.‘4 —13:3
Trinidad and -84+ 105 -189 -8.8 -19.8
obago R —— : : :
Total | -27,114 = -3329 = -30,443 -27.0 -30.4

Note: Values are in thousands.
Source: Elaboration on UN DESA data (UN DESA, 2013a).

The different and contradictory trends of the migration balance that emerge
regarding countries that will be affected by a contraction of WAP are paralleled
by the fact that the demographic projections of many countries are untenable
from a socioeconomic perspective.

Table 9 represents the countries and territories that are expected to register the
highest expansion and reduction rates of WAP. The values range from record
increases between 5 and 11 times in African countries like the Niger, Zambia,
Mali, United Republic of Tanzania, Burundi and Uganda, to declines of more than
50 per cent in Mongolia, Bahrain, Uruguay and Costa Rica. In order to keep the
\ employment rate constant, the percentage increase or decline in the number
of jobs must be equal to that of WAP. In the Niger, and in all the other countries
listed in the left side of the table, this would require an economic expansion
far in excess even of the record growth rates achieved by China in the last 30
years,?® while for the countries on the right side, the employment level should
be reduced by an amount between 30 and 60 per cent.

26 The author does not share the opinion that population growth in itself can be an engine of
economic growth, and he strongly believes that population growth of these amounts will only foster
unemployment and poverty.
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Table 9:  WAP countries and territories with the largest positive and negative
percentage change between 2010 and 2100

Countries with largest % variable Countries with largest % variable

positive variation of WAP negative variation of WAP
1 Niger 1182.1 Mongolia -58.0
2 W‘Zambia 840.5 Bahrain 52.4
3 Wl'\‘/lall H H H 620.4 Uruguay -52.2
4 .‘.‘L'J‘nited Fgepubli(; of H 512.9 Costa Rica -51.6
Tanzania
5 WBurundi 509.6 Ukraine -46.5
6 W‘Uganda 502.0 Belgium H -42.3
7 §W‘Nigeria { 472.2 San Marino { -41.2
8 Wl\/lalawi 466.1 San Salvadorw 41.0
9 Ngomalia“ H H 460.0 Western Sahé}a -40.6
10  Chad H o 439.9 Thailand ; -38.9
11 M‘Tajikistan 418.6 Sierra Leonew -38.8
12 W‘Kuwait 401.2 Albania H -38.3
13 §W‘Madagascar { 398.7 Djibouti { -36.9
14 ““Angola 397.9 Comoros -36.2
15 Wéurkina“Faso H H 384.4 Japan -33.7
16 §Wl'\‘/lozamt;ique H H i 367.4 Ireland i -31.9
17 W‘Senegal 349.2 Qatar -31.7
18 ;.‘Democratic Republic of 321.5 Poland H -31.7
¢ the Congo
19 ;.‘Honduras 301.8 Germany -31.5
20 ;.‘Céte d'lvoire 301.4 Jamaica -314

Source: Elaboration on UN DESA data (UN DESA, 2013a).

Forecasting labour market trends: A review of the literature

Economists have not been able to agree on the relationship between
demographic and economic variables. The only point on which there is a
general agreement is that the supply of labour does depend mainly on the level
and trend of WAP. As a result, the demographic projections produced by UN
DESA and other institutions in many instances represent the starting point for
forecasting labour market variables.
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Around 10 years ago, the European Union funded a long-term projection for the
labour force of its 25 member countries (Carone, 2004). Around the same time,
a series of analyses regarding population dynamics, international migration and
labour force?” were carried out by the Central European Forum for Migration
Research (CEFMR) in Warsaw.?® More recent projections were made by Elke
Loichinger (2014) of the International Institute for Applied System Analysis.

The goal of the European Union project was to provide a technical background
against which to evaluate the impact of ageing populations on national budgets.
After summarizing the main labour market trends® that had characterized
European Union countries and analysing their causes,*® the paper went on
to give projections for the labour force, employment and unemployment for
the period of 2003-2050. It must be emphasized that this study represents a
typical case in which future labour market projections are based on an existing
demographic projection.?! Therefore, the author accepts that the labour market
is influenced by demography, but does not consider the labour market to
influence population trends in turn. In order to project the future employment
and labour force, the study adopts the following causal sequence:

Working-age population-> Labour force-> Unemployment-> Employment

27 From the author’s point of view, the most important papers are the following: Bijak, Kupiszewski and
Kicinger (2004), Bijak et al. (2007), Bijak (2006), and Bijak, Kupiszewska and Kupiszewski (2005).

28 The complex, differentiated and very thorough research carried on by CEFMR was funded mainly by the
Foundation for Population, Migration and Environment.

29 A decline in the participation rates of males in the 60—64 age group; an increase in female participation
rates; and a decline in the presence of young people (aged 15-24) in the labour market, while the
male participation rates in central age groups (25-54) remain the highest, with values of around
90 per cent.

30 These changes have been caused by the following: (a) social factors (longer periods spent in schooling
and vocational training, changes in women'’s role in households); (b) demographic factors (the decline
of fertility rates and the consequent changes in the age structure of the population); (c) institutional
factors (changes in the age of retirement); and (d) economic factors (rates of unemployment, average
income by household, the share of part-time employment in total employment, the weight of the
service sector).

31 In this case, it is based, on the Economic Policy Committee — Ageing Working Group projection, a
variant of a Eurostat projection (Eurostat, 2005). There are two basic differences with the Eurostat
projections: for European Union countries, life expectancy converges to the average value; Germany
and Italy migratory balances have been increased and brought to 200,000 and 150,000 per year,
respectively. At the European level, in the 45 years of the projections, the total number of migrants
reaches more than 42 million, which corresponds to a yearly average value of 937,000. It is then
assumed that the European average fertility rate will increase from 1.6 to 1.66. However, for some new
member countries, such as Poland, Hungary, Slovenia, Latvia and Lithuania, whose fertility rates are
now at around 1.2 to 1.3, it is assumed that they will reach a value of 1.6 in 2050.




Therefore, in order to compute the labour force, the study projects the rates of
participation by sex and single age groups from 2004 to 2050.32 These values are
then multiplied by the corresponding WAP age groups.®® As a result of the WAP
trends, the labour force is expected to decline by around 9 per cent, from 212
to 195 million by 2050.

This methodology assumes that the unemployment rates of each country
will converge to the NAIRU** values estimated by the Directorate General for
Economic and Financial Affairs of the European Commission. According to these
estimates, the average unemployment rate of the EU25 will decline from 8.7
per cent in 2005 to 6.1 per cent in 2025.% The 2025 values are then assumed to
remain constant until 2050.3

Labour force and unemployment are then used to compute the level and
structure by age group of employment and the specific rates of employment.
The results parallel those for the labour force, as the methodology underlying
the projection makes demographic trends dominant. Between 2003 and
2050, total employment is expected to decrease by 10.1 million.?” The
following must be emphasized:

32 The projection employs a cohort-component methodology that keeps the rates of entry and exits
constant and equal to the average value of the 1998-2003 period. This determines an autonomous
growth of female participation due to the fact that cohorts of old women with low participation rates
are substituted by cohorts of young women with higher participation rates. Moreover, the procedure
of estimation includes a corrective mechanism that takes into account the progressive increase of the
average rate of entry and the most recent reforms of the pension system.

33 Between 2003 and 2050, the EU25 average participation rate is expected to increase by around
6 percentage points (from 69.6% to 75.5%). In EU15 countries, the increase should average 5.7 points,
and in EU10 countries, it should average at 6.4 points. The differential between the two country groups
would therefore decline from 5 to 4.3 points.

34 NAIRU stands for non-accelerating inflation rate of unemployment. It refers to the level of
unemployment below which inflation would accelerate.

35 The unemployment rate of EU15 is projected to decline from 7.7 per cent to 6 per cent and that of
EU10 from 13.8 per cent to 6.4 per cent.

36 Country datas show the impact of the convergence hypothesis. In 2005, unemployment rates fell
between a maximum of 18.7 per cent in Poland and a minimum of 3.5 per cent in the Netherlands; three
countries (Slovakia, Lithuania and Spain) had values above 10 per cent and in another seven (Sweden,
Denmark, United Kingdom, Ireland, Luxemburg, Cyprus and Austria), unemployment rates were equal
to or below 5 per cent. In 2025, the range will be between a maximum of 7 per cent in 10 countries
and a minimum of 3.2 per cent in the Netherlands. It has also been agreed that EU15 countries with
unemployment rates above the chosen average (Germany, Greece, Spain, France, Italy and Finland) will
converge to a value of around 7 per cent in 2015. For the EU10 countries, the convergence period is
extended until 2025. Finally, it has been agreed to keep constant the unemployment rates of Cyprus,
Hungary and Slovenia, which were already below the target value.

37 More precisely, 6.8 million in EU15 countries and 3.9 million in EU10 countries.




(a) Thishappensin spite of the fact that the average rate of participation
in the European Union is projected to increase by 5.9 percentage
points to reach the notable value of 75.5 per cent;

(b) The overall balance is the result of an initial phase of employment
expansion of 21.5 million, and of a following phase of contraction of
31.6 million; and

(c) The countries most affected by the phenomenon are obviously
the same as those which present a more pronounced reduction of
WAP and labour force (LF). Among EU15 countries, Spain (-22.5%),
Greece (-21.6%), Portugal (-21.4%), ltaly (-19%) and Germany
(-18%) are expected to lose an average 18.7 of their 95.3 million
employed in the peak years; among EU10 countries, the Czech
Republic (-27.4%), Latvia (-27.3%), Slovakia (-26.6%), Estonia
and Slovenia (both -23%) are expected, taken together, to lose
2.8 million of the 10.7 million employed in the peak years.

The author of the report highlights the fact that under the current policy
framework, the Lisbon target of an employment rate of 70 per cent will be missed
in 2010, but reached in 2015 by the EU15 and in 2020 by the EU25, while the
target for female employment is projected to be met in 2010.38 Surprisingly, the
author does not draw attention to the fact that the European Union is projected
to lose more than 1 million jobs per year between 2025 and 2050.

After an extremely thorough review of migration theories, forecasting models
and econometric methodologies, the CEFMR has produced a labour market
projection for 27 European countries®® based on the MULTIstate POpulation
model for multiLEvel Systems model.*® The base scenario, the most probable
one according to the authors of the projection, is characterized by the following
conclusions:

38 For older workers, employment is projected to increase sharply by 19 percentage points from 40 per cent
in 2004 for the EU25 to 47 per cent by 2010 and 59 per cent in 2025. This is well in excess of the
50 per cent Lisbon target, which is projected to be reached by 2013.

39 The sample includes 25 European Union countries (with the exception of Malta, Cyprus and Croatia)
and two European Free Trade Association countries (Switzerland and Norway).

40 The model — a multiregional model that combines the features of two methodological traditions of
forecasting population dynamics: geographic and demographic — was originally created by Kupiszewski
and Kupiszewska (1998). It describes “[the] population as a system, and migration as a link between
elements thereof”.




(a) The overall total population of the 27 countries under study will
hardly change over the following 50 years, increasing from the 2002
value of 494.1 million to 494.9 million by 2052;

(b) This demographic stability is to a large extent due to migration
from other parts of the world. During the 50 years that the forecast
covers, 58.5 million people are expected to migrate to the countries
in question (on average: 1.2 million persons per year). The almost
32 million descendants that they are expected to generate will more
than compensate for a natural decline in the total population that is
forecast to be of around 16 per cent;

(c) While total population is expected to remain substantially stable,
a very pronounced ageing process will be paralleled by a notable
decline in WAP; and

(d) The decline in WAP will provoke in its turn a decline in labour force
by almost 10 per cent; therefore, the labour force will decline by
around 23 million (from 233 to 210 million). The study emphasizes
that in the absence of migration from outside the area considered,
the labour force would decline by 65 million, that is, by 28 per cent.

The final part of the paper emphasizes that the underlying problem of the study
is measuring the deficit in the population size and distortion of age structure.
In this respect, the paper suggests that there are three theoretical possibilities
for reducing the demographic imbalances that emerged in the scenarios:
two are of a demographic nature (migration and fertility), and the third is a
labour market measure (increasing participation), which are not to be seen
as exclusive. Increasing migration or labour force participation can be at least
partially effective in keeping under control the demographic and labour market
imbalances only if the two measures are used jointly. For what relates to fertility,
the paper concludes that only a long-term increase in fertility patterns might
bring in the demographic change necessary for reducing the process of ageing
populations. This conclusion is based on the Lesthaeghe and de Kaa (1986)
consideration that the recent fertility change has occurred due to changes in
the values, aims and preferences of women and families.

The final paper to be considered is by Loichinger (2015), which covers
26 European Union countries for the period 2008—-2053. The novelty of this
paper is that besides sex and age, this projection also considers educational
levels. The implication is that the labour force is projected as usual on the
basis of demographic projections, but that these are differentiated not only




by sex and age, but also by educational level. The main conclusion is that the
labour force will decline, but less so than in previous projections. This is due
to the fact that, not surprisingly, the educational level will increase in all the
countries considered independently by economic development, and labour
force participation increases with the level of education.

A model for explaining and forecasting migrations flows

The analysis has shown that the weakest point of existing demographic scenarios
is represented by the hypotheses regarding migrations. This comes at a time
in which migration flows are becoming the crucial element in explaining the
demographic trends of many countries. Therefore, in order to produce more
reliable demographic and labour market projections, a model that is able to
explain migration flows is needed, a model that, as already shown, is missing
both in the demographic and economic literature.

The model proposed is based on the idea that migrations are determined by
the presence of SSL in the countries more advanced along the path of the
demographic transition (generally the most developed ones), in the presence of
an unlimited supply of labour in the countries that are still in the initial phase of
the demographic transition (Bruni, 2008, 2009, 2012a). To explore and develop
this idea, the following are needed:

(@) An approach to labour market analysis that allows for structural
disequilibria between labour demand and labour supply; and

(b) An analysis of the impact of the demographic transition on the
demographic structure of the planet.

A stock-flow model of the labour market

The standard neoclassical model does not provide an analytical framework
suitable for understanding many basic events and mechanisms of the labour
market, including migrations. For instance, the neoclassical model does not
explain the following: (a) how different generations succeed each other in the
labour market; (b) why the transition from education to work is easier for certain
generations than for others; (c) why certain educational levels make finding a
job more probable than others; and (d) why certain emigration countries have
become immigration countries.

The reasons are many. It is enough to recall that the neoclassical model of the
labour market is based upon a production function, in which labour (L) is a




variable factor and does not represent individuals and their history, but labour
services. Moreover, the model has a built-in equilibrium mechanism based on
the idea that changes in the real wage are always sufficient automatically to
equate labour demand and supply.

All this suggests that in order to explain migrations, a flow variable, the necessary
model should: (a) include not only stock variables, but also flow variables; (b)
portray real individuals acting in real time; and (c) allow for the possibility of
structural disequilibria between labour demand and supply, that is, disequilibria
that cannot be solved by changes in the real wage, but require long-term
adjustments in WAP and/or in the production level.

Figure 1 provides a simplified representation of human life and population.
It can also be used to represent a stock-flow model of the labour market
(Bruni, 1988, 1993).

From an economic perspective, human life can be divided into three phases
that define three corresponding subpopulations: (a) the training phase and
the population in the training phase; (b) the working phase and the WAP;
(c) the post-working phase and the post-working phase population. From a labour
market perspective, WAP includes other subpopulations relevant for labour
market analysis: labour force as differentiated into employment, unemployment
and first-job seekers, and the non-labour force. These populations are the main
stock variables of the model.

Figure 1: Stock flow representation of the labour market
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Source: Author’s own elaboration.
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If an interval of time is considered, the arrows in the figure are given life. They
represent the flow variables that measure people moving from one condition to
another (from one population to another) in any given time interval.

In any given time interval, the flow variables determine the quantitative and
qualitative changes registered by the related stock variables:

(a) Birthsand deaths determine the natural dynamic of total population;

(b) The number of people turning 15, the number of people turning
65, and the deaths registered in working age determine the natural
dynamic of WAP; and

(c) Entries and exit flows determine the level, structure and trends of
employment and the labour force.

The following can now be defined:

(a) Generational entries into the labour force as the “labour supply in
terms of flows” (LSF); and

(b) Generational entries into employment as the “labour demand in
terms of flows” (LDF).

Generational entries into employment are determined by the sum of two
components: (a) the increase in the employment level (additional demand,
AD); and (b) the definitive exits from employment due to retirement and deaths
taking place in the 15—64 age bracket (replacement demand, RD).

The level of AD is determined by the rate of growth of production (Y), by the real
wage (W) and technological innovation (7):

[1] AD = AD (Y, W, T)

AD can be positive or negative, depending on the phase of the economic
cycle. RD represents the major component of the LDF. As previously seen, RD
measures entries into employment due to the need to replace people exiting
definitively from employment as a result of retirement or death. It is influenced
by the retirement laws and their modifications, as well as by the economic cycle
that influences workers’ expectations. However, its main determinant is the age
structure of the employed (ASE). Therefore, its value tends to change slowly
through time. A simple specification of the supply function can be the following:




[2] RD = RD (ASE, t; INR)

where t represents time, and INR is a parameter that tries to capture the effect
of institutional norms and rules.

Moving now to the supply side, entries into the labour force are the sum of
two components: (a) the primary labour force constituted by all breadwinners,
typically men but also a growing number of women who see work as the normal
outcome of their training phase and consider labour market participation both
as a right and as a duty; and (b) the secondary labour force, represented mainly
by students and homemakers, whose participation fluctuates with the economic
cycle. Therefore, it can be assumed that the entries of primary workers are
determined by entries in the WAP (and therefore by the number of births that
took place at a time (t —n), where n is the average duration of the training phase.
Entries of secondary workers will be determined by the perceived probability of
finding a job, which can be measured by the LDF, given the norms and values
that define the social role of women (INRW).

[3] LSF = LFS (WAP, LDF; INRW)

Therefore, the labour market is in a state of flow equilibrium if the LSF is equal
to the LDF, that is, if generational entries into the labour force are equal to
generational entries into employment:

[4] LSF = LDF
LSF (WAP, LDF; INRW) = AD (Y, W, T) + RD (ASE, t; INR)

In other words, the labour market is in a state of flow equilibrium if the number
of jobs created by the economic system, in a given time interval, is equal to the
difference between generational entries into the labour force and generational
exits from employment:

[5] AD = LSF=RD

It is evident that such an equilibrium solution is not normally achieved, with
disequilibrium being the norm. When demographic trends are not highly
relevant, cyclical oscillations determine fluctuations in unemployment. Empirical
evidence shows, as will be documented, that the demographic transition is
producing gaps between labour demand and labour supply that cannot be
closed by changes in the real wage and are the main cause of the increase in




international migrations that have characterized the last 60 years.

The migration model

If entries into the labour force remain largely lower than generational exits
from employment for a long time, changes in the real wage do not suffice to
equate labour demand and labour supply; conversely, if entries into the labour
force largely exceed generational exits from employment (RD) for a long time,
the local economy cannot produce the number of additional jobs necessary to
close the gap.

The presence of countries at different stages of the demographic transition
leads to the co-presence of countries that present an SSL supply and countries
that present an SEL supply. The first group of countries presents a potential need
for foreign labour, and they are therefore potential arrival countries, while the
second group presents a migratory potential, and is therefore constituted by
potential departure countries.

The model assumes that SSL supply will necessarily attract the migrants
necessary to close the gap between labour demand and supply, given the
presence of an unlimited supply of labour in the countries in the initial phase of
the demographic transition. In effect, migrations are pulled by a labour demand
that largely exceeds the local supply, but need the presence of SEL supply in
other countries. The model does therefore forecast that countries with SSL
supply will present a positive migration balance, and that the size of the balance
will be in line with their employment needs.

Using a simplified stock approach, total employment needs (TEN) can be defined
as the difference between the change in labour supply (ALS) and the change in
labour demand (AE) in a given time period, where labour demand and supply
are here defined in terms of stock:

[6] TEN = ALS — AE

The change in labour supply will be determined by the change in WAP, and by
the change in the rate of participation:

[7] ALS = [(RoP: * AWAP) + (AROP*WAP:.1)]

The change in the employment level will depend on economic growth and on
the employment income elasticity (g):




[8] AE =t (AY/Y)u1* €
Therefore:
[9] TEN = [(RoP: * AWAP) + (AROP* WAPw.1)] —t (AY/Y)u1*e

A negative value indicates that the local labour supply is not sufficient to satisfy
the demand. If the situation persists, it will determine the inflow of migrants.
Their number will normally exceed the TEN, because a relevant and an increasing
number of them will come with or will be followed by family members. Therefore
the migration balance (MB) will be equal to:

[10] MB = b*TEN

At the beginning of the migration phase, b will probably just be equal to 1, but
as the migration becomes more structural, the value of b will progressively
increase up to values between 1.4 and 1.5 (Bruni, 2009).

Demographic transition, population dynamics and demographic
polarization

Ill

The demographic transition is defined as the passage from a “traditiona
demographic equilibrium, characterized by high rates of fertility and
mortality, to a “modern” demographic equilibrium, characterized by low rates
of fertility and mortality. Therefore, it is generally assumed that the decline
in the total fertility rate (TFR) would stop at around 2.1 children per woman,
which assures a stable population. As a matter of fact, the TFR has already
dropped well below 2 in numerous developed and developing countries,
producing a negative natural balance.

The demographic transition is ignited by a decline in the mortality rate, mainly
due to improvements in hygiene and its impact on the infant mortality rate. In
the first phase, total population increases at an increasing rate. After around
30 years, fertility starts to decline so that the number of births progressively
approaches the number of deaths. In this second phase, total population
continues to increase, but at a decreasing rate. Finally, the number of births
becomes smaller than that of deaths and the total population starts to decline.

The demographic transition has the same impact on WAP as it does on any other
subpopulation. In the first phase, generational entries into WAP expand, while
generational exits remain constant and WAP increases at increasing rates. In the




second phase, generational entries decline, while generational exits increase,
so WAP continues to grow, but at a declining rate. The moment arrives when
generational exits exceed generational entries and WAP starts to decline. This
process is well exemplified by China where the demographic transition has
proceeded at a very fast pace (Bruni, 2013, 2014). As is shown by Figure 6, the
first phase ended in 1975, while the second will end before 2020.

Graph 2: China’s WAP; generational entries, generational exits and natural
balance; from 1950-1955 to 2055-2060
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The critical acceptance of this “theory” has led demographers to conclude that
the demographic transition produces the following:

(a) A decline in total population;
(b) An even more pronounced decline in WAP; and

(c) Anincreasing ageing phenomena.

These conclusions are certainly valid for the planet as a whole. As is shown by
Graph 3, the yearly increase in the world’s WAP reached a maximum in the
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2000-2005 period with an average yearly value of more than 71 million. In
that period, in order to keep the rate of employment (RoE) constant at, say,
66 per cent, the world economy would have had to create almost 50 million
jobs per year. Since then, the growth of WAP has been declining and, according
to the medium variant scenario of UN DESA, should be down to around
12 million by the middle of the century, so the yearly need for additional jobs
will go below the “marginal” value of 10 million. The author estimates that the
negative trend will continue and WAP will soon start to decline.*

Graph 3: Yearly average growth of WAP and number of additional jobs
needed to keep the RoE constant at 66 per cent; from 1950-1955 to
2050-2055

80

Source: Elaboration on UN DESA data, (UN DESA, 2013a).

The decline in the growth of world WAP will be determined by both a reduction

41 This was also the opinion of UN DESA until 2010. In fact, the 2010 World Population Prospects assumed
that the TFR would converge, from above or from below, to 1.85 in all countries of the world (UN DESA,
2011). The implication was that the world population would start to decline during this century. In the
2012 Revision, this assumption was changed, and it was now assumed that the TFR would converge
to 2.1. This new hypothesis, in line with the demographic tradition, projects the convergence of world
population towards a stable value of around 11 billion for the end of the century (UN DESA, 2013a).
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in the national positive balances (from 52 to 34 million) and an increase in the
national negative balances (from 7 to 21 million) (Graph 4).

Graph 4:  World’s WAP; sum of national positive balances and negative
balances; from 2015-2020 to 2050—2055
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It should, however, be emphasized that the demographic transition began
in different countries at different moments in time, over a period of almost
200 years. This is the cause of an increasing demographic polarization of the
planet: the co-presence of an increasing number of countries where WAP
will dramatically decline, and a decreasing number of countries where WAP
will explode. By now, more than 50 countries, mainly in Europe and Asia, are
characterized by a declining WAP. In the absence of migration, their number is
expected to increase to 111 by 2055, when the phenomenon will be present in
every continent, with only Africa lagging behind (Table 10).
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Table 10: Countries with declining WAP in 2015-2020 and 2050-2055;
total number and percentage incidence over the total

Total number of Number and percentage of countries with negative changes

countries in WAP

2015-2020 | 2050-2055
Absolute value : %

Africa 57 0 7 12.3
Asia 51 10 39 76.5
Europe 40 37 39 97.5
North America 2 2 2 100.0
Caribbean 17 4 9 52.9
Central America 8 0 4 50.0
South America 13 0 7 53.8
Oceania 13 1 4 30.8

Total 201 54 111 55.2

Source: Elaboration on UN DESA data (UN DESA, 2013a).

Table 11 shows the sum of the changes in the level of WAP that will be registered
in Africa, Asia, Europe, Latin America, NWC (Canada, United States, Australia and
New Zealand) and other Oceania countries, classified in positive and negative,
and the relative balance for the period 2015-2055.

Table 11: World and continents’ sum of positive and negative national
balances and continental balances; 2015—2055

Positive 92.3 105.4 117.7 126.6 133.1 137.8 141.9 146.3 1,001.0

Negative 0.0 0.0 0.0 0.0 0.0 -0.2 -0.8 -0.8 -1.9
Balance 92.3 105.4 117.7 126.5 133.0 137.6 141.1 145.5 999.1

Positive 139.9 1243 110.1 92.0 74.9 53.4 32.4 18.4 645.4
Negative -14.3 -7.4 -21.2 -44.4 -53.3 -37.8 -52.7 -80.1 -311.3
Balance 125.6 116.9 88.9 47.5 21.6 15.6 -20.3 -61.7 334.1
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Positive 0.1 0.1 0.0 0.0 0.0 0.1 0.0 0.0 0.4

Negative -18.5 -17.1 -18.3 -17.7 =19.2 -20.0 -19.4 -16.0 -146.4 .
Balance -18.4 -17.0 -18.3 -17.7 -19.2 -19.9 -19.4 -16.0 -146.0
NWC
Positive 0.0 0.0 0.0 0.0 0.2 0.1 0.0 0.0 0.3
Negative -1.8 -3.8 -3.5 -1.3 -0.7 -0.8 -2.3 -2.8 -16.9 .
Balance -1.8 -3.8 -3.5 -1.3 -0.5 -0.7 -2.3 -2.8 -16.5 .

Latin America

Positive 27.5 22.0 17.6 14.4 10.9 8.1 5.5 33 109.4
Negative 0.0 -0.2 -0.6 -0.6 -1.0 -2.8 -5.0 -6.2 -16.4
Balance 27.5 21.8 17.0 13.8 9.9 53 0.5 -2.9 93.0

Other Oceania countries

Positive 0.8 0.8 0.8 0.8 0.7 0.7 0.7 0.6 5.9
Negative 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Balance 0.8 0.8 0.8 0.8 0.7 0.7 0.7 0.6 5.9

Positive 260.6 252.5 246.3 233.7 219.9 200.2 180.5 168.7 :1,762.4
Negative -34.7 -28.5 -43.7 -64.1 -74.2 -61.7 -80.2 : -105.8 -492.9
Balance 225.9 224.0 202.6 169.7 145.6 138.6 100.3 62.8 :1,269.5

Source: Elaboration on UN DESA data (UN DESA, 2013a).

On the one hand, almost all the countries in Asia and other Oceania countries
present positive changes in WAP over the entire period. On the other hand, all
European countries, as well as the NWC, present negative balances. Both Asia
and Latin America present a progressive decline of the positive values and a
progressive increase of negative values.

The following two figures show the relative contribution of each continent to
the positive (Graph 5) and negative (Graph 6) world values in the eight five-year
periods between 2015 and 2055.
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At the beginning of the period, the greatest contribution to WAP growth came
from Asia, which counted for 53.7 per cent of the total, followed by Africa with
35.4 per cent, and Latin America with 10.6 per cent. After 40 years, in the absence
of migration, Africa’s contribution is expected to reach almost 87 per cent with
Asia down to 10.9 per cent, and Latin America to 1.9 per cent (Graph 5).

Graph 5:  World’s positive balances of WAP; percentage contribution of
continents and areas with respect to the sum of the national
positive changes; from 2015-2020 to 2050-2055
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Source: Elaboration on UN DESA data (UN DESA, 2013a).

On the other hand, between 2015 and 2020, the decline in WAP will be
concentrated in Europe (53.4%) and Asia (41%), with a marginal contribution
of the NWC (5.3%). The weight of Europe will peak in the following period and
will then progressively decline, while that of Asia will progressively increase;
this trend is mainly due to China, whose size in terms of the world’s value will
increase from 27.3 to 56.2 per cent (Graph 6).
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Graph 6:  World’s negative balances of WAP; percentage contribution of
continents and areas with respect to the sum of the national
negative changes; from 2015-2020 to 2050-2055
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The previous data therefore suggests that some massive transformations in the
level and direction of international migration flows are to be expected.

A new procedure for jointly building labour market and
demographic scenarios

The new procedure for constructing scenarios that is being re-proposed here
(Bruni, 2012a) can be divided into two phases (Figure 2).
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Figure 2: Procedure for jointly building labour market and demographic
scenarios
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The first phase is the estimation of the migration model that has just been
presented. This should be done in two steps. In the first step (the demographic
path), the projection of WAP represents the prerequisite for estimating
alternative scenarios of labour supply based on different rates of participation
by sex and age group. In the second (the economic path), alternative scenarios
of labour demand are estimated on the basis of different rates of economic
growth and employment-income elasticity. The two paths merge to produce
alternative scenarios of labour shortage (employment needs) and migration
balances, and therefore of WAP.

The second phase allows the projection of scenarios for the total population
following the standard procedure, that is, by estimating the number of births
(via the number of women of fertile age and following hypotheses regarding
fertility) and the number of elderly (based on hypotheses regarding the specific
rates of mortality).

This procedure does therefore produce fully fledged demographic scenarios
based on the demographic trend, alternative rates of labour market participation
and alternative rates of economic growth, as well as the usual hypotheses
concerning fertility and mortality.
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PART 2
The scenarios

DEMOGRAPHIC TRENDS IN EUROPE AND IN THE EU28

Europe??

In 1950, the total population of Europe amounted to around 549 million.
In the following 60 years, it increased by 191 million (34.8%), reaching a
record level of 740 million.

One part of the story is told by Graph 7, which shows the progressive
decline of the average annual number of births from an initial value of
12.1 million to a minimum of 7.4 million at the beginning of the century.
At the same time, the number of deaths increased from 6.3 million to
8.5 million. It should be noted that between 2005 and 2010, births registered
a small increase and deaths a small decline: there is not enough information
to understand whether this is a transitory phenomenon or the beginning
of a new trend. As a consequence, the natural balance of the total population
progressively declined from almost 6 million to a negative value of-1.1 million to
then to-0.4 million.

42 According to UN DESA, Europe includes 48 countries. However, data are not available for 9 micro-
States. Therefore, this report’s definition of Europe covers the 28 European Union countries and
11 non-European Union countries: Belarus, the Republic of Moldova, the Russian Federation, Ukraine,
Iceland, Norway, Albania, Bosnia and Herzegovina, Montenegro, the former Yugoslav Republic of
Macedonia and Switzerland.
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Graph 7: Europe’s births, deaths and the natural balance; 1950-2010
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Source: Elaboration on UN DESA data (UN DESA, 2013a).

The decline in the natural balance is paralleled by a progressive increase in the
arrival of migrants. More specifically, until the beginning of the 1970s, Europe
had been exporting labour (almost 4 million people had left between 1950 and
\ 1970). Since then, the migration balance has been positive and has progressively
increased, averaging a yearly value of almost 2 million in the first 10 years of the
century (Graph 8).

Due to these opposing trends of the natural balance and of the migration
balance, since the beginning of the century, the European population has been
growing only as a result of the inflow of migrants.
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Graph 8: Europe’s natural balance, migration balance and total balance;
1950-2010
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Source: Elaboration on UN DESA data (UN DESA, 2013a).

Three phases clearly emerge (see Graph 9):

(@) In the first (1950-1970), the total population increased at a yearly
average of 5.4 million, while the migration balance was negative;

(b) In the second (1970-1995), the yearly absolute growth of the
population (total balance) declined to 2.9 million, one fifth of which
was due to the migration balance; and

(c) In the third (1995-2010), the vyearly average growth of the
population went down to 0.7 million as a result of a negative
natural balance of -0.8 million and a positive migration balance
of +1.5 million.

In conclusion, Europe moved from a situation of a sustained demographic
growth produced by the natural balance, to a situation of slow growth due only
to the migration balance. Graph 9 makes clear the decline in the rate of growth
of the European population and the opposite trends of the natural balance
and the migration balance.
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Graph 9: Europe’s natural balance, migration balance and total balance; the
three phases registered between 1950 and 2010

6,000

5,000

4,000

3,000
2,000

1,000

0

-1,000

Natural balance

Migration balance

Total balance

W 1950-1970

5,609

-193

5,416

| 1970-1995

2,299

595

2,895

W 1995-2010

-814

1,518

704

Source: Elaboration on UN DESA data (UN DESA, 2013a).

As a result of the decline in fertility, the new generations became smaller
and smaller, while the average duration of life progressively increased. This
obviously had an impact on the age structure of the population. While the
percentage of those in working age did slightly increase between 1950 and
2010 (+3 percentage points), the share of the elderly more than doubled
in that time period (from 8 to 16.3%) and that of the young declined from
26.3 per cent to 15.4 per cent (Table 12).

Table 12: Europe’s total population by main age group; percentage composition
in 1950 and 2010

Total population

Percentage composition

0-14 15-64 65+ Total

1950 26.3 65.7 8.0 100.0

2010 154 68.3 16.3 100.0
Difference : -10.9 2.6 8.3

Source: Elaboration on UN DESA, 2013a.

50 Part 2. The scenarios




Another compelling way to synthesize the previous observations and more
specifically the two phenomena that have dominated the demographic trends
of Europe is provided by Table 13, which shows the values of the TFR and of the
migration balance (MB). At the beginning of the 1950s, the TFR was around 2.7
children per woman; it then declined below the replacement rate of 2.1 children
per woman in the middle of the 1970s and has since remained well below
the replacement level. In the same period, the MB changed from negative to
positive at the beginning of the 1970s, and since then, its value has progressively
increased from an average yearly value of around 425,000 to 1,850,000 in the
first 10 years of the new century.

Table 13: Europe’s total fertility rate and migration balance

1950-1955 2.7 -1,273

2005-2010 : 1.5 : 9,288

Source: Elaboration on UN DESA data (UN DESA, 2013a).

This would seem to suggest that migrations are negatively related to
natural demographic trends, that people will move where total population
declines. As previously shown, fertility and migration are connected, but in
a more complex way.
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The European Union

In 2010, the total population of the 28 countries that today constitute the European
Union amounted to 504 million, registering an increase by 127 million (+33.6%)
when compared to 1950. Therefore, the ratio between the 28 European Union
countries and the total European population has remained constant at around 68
to 69 per cent.

The European Union’s demographic trends are similar to those of Europe (Graph
10). More specifically:

(@) The number of births has progressively declined from an initial
yearly average value of 6.9 million to a historical minimum of
4.7 million annually at the beginning of the century. There was
a slight increase to 4.9 million annually in the following five-year
period. Deaths increased from 4 million annually to a maximum
of 4.75 million between 1990-1995 to then slightly decline. The
interaction of these trends has brought the natural balance down
from 2.9 million per year to 93,000 (between 2005 and 2010). The
following period seems to register an increase in the natural balance,
but also in the case of the European Union, it is too early to state that
what is being witnessed is an inversion of the previous trend.

Graph 10: European Union’s births, deaths and the natural balance; 1950-2010
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mmmm Deaths 6.3 6.0 6.0 6.4 6.8 7.2 7.6 7.6 8.2 8.4 8.5 8.3
@ Births 12.1 | 12.3 | 11.8 | 109 | 10.4 | 10.2 | 10.1 9.8 8.4 7.5 7.4 7.9

Source: Elaboration on UN DESA data (UN DESA, 2013a).
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(b) The migration balance changed from a negative to a positive sign at
the beginning of the 1960s and presents an overall positive trend
that is however characterized by cyclical oscillations (Graph 11).

Graph 11: European Union’s natural balance, migration balance and total
balance; 1950-2010
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Source: Elaboration on UN DESA data (UN DESA, 2013a).

(c) Given the opposite trends of the natural balance and the migration
balance, the role of migrations has become more and more
important in explaining the total change in population. Between
1960 and 1995, migration represented around 19 per cent of the
total population growth, a percentage that increased to 81 per cent
between 1995 and 2010.

The ageing process in the European Union has been slightly more pronounced
than that of Europe (Table 14).
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Table 14: European Union’s total population by main age group; 1950 and 2010

Total population

Percentage composition

......... 0_14

1950 ; 25.2 100.0
2010 T L i 1000
‘ Difference -9.6 . .

Source: Elaboration on UN DESA data (UN DESA, 2013a).

The single countries of the European Union

When moving from the European Union level to the country level, the situation
becomes much more differentiated and complex.

Since the end of the twentieth century, the TFR of all 28 European countries
has been below the replacement level of 2.1 children per woman. This implies
that in the absence of migration, all European Union countries would end up
experiencing a population decline. The first country to enter this situation was
Hungary in 1960-1965, followed by Croatia in the next five years, and then
between 1970 and 1975 by a series of mainly northern countries (Austria,
Belgium, Denmark, Finland, Germany, Luxembourg, the Netherlands, Sweden
and the United Kingdom), followed by Estonia, France and Italy. Another eight
countries, this time mainly in the south and in the east, reached this level of
the replacement level in 1980-1985; five more (the catholic Republic of Ireland
\ and four countries of Eastern Europe) at the beginning of the 1990s, and finally
Cyprus before the end of the century (Table 15).

Table 15: European Union countries by year in which the TFR declined below
the replacement level

1960-1965 : 1965-1970 |  1970-1975  : 1975-1980 : 1980-1985 : 1990-1995 i 1995-2000
Hungary Croatia Austria, Belgium, Estonia, Bulgaria, Ireland, Cyprus
Denmark, France, Czech Latvia,
Finland, Germany, Italy Republic, Poland,
Luxembourg, Greece, Romania,
the Netherlands, Lithuania, Slovakia
Sweden, United Malta,
Kingdom Portugal,
Slovenia,
Spain

Source: Elaboration on UN DESA data (UN DESA, 2013a).
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The negative trend of the TFR is reflected, albeit in an imperfect way, by the
negative trend of the natural balance. From this perspective, two groups of
countries can be identified:

In the first group of 16 countries (Austria, Belgium, Cyprus,
Denmark, Finland, France, Greece, Ireland, Luxembourg, Malta,
the Netherlands, Norway, Poland, Slovakia, Sweden, United
Kingdom), the natural balance has been progressively declining, but
is still positive; and

In the second group of 12 countries, the natural balance has already
been negative for quite a while: Germany (since 1965-1970),
Hungary (since 1980-1985), Bulgaria, Croatia, Czech Republic,
Estonia, Italy, Latvia (since 1990-1995), Lithuania, Romania and
Slovenia (since 1995-2000), Portugal (since 2005-2010).

If the migration balance from this perspective will finally be considered, the
following four groups of countries can be distinguished:

Departure countries (countries whose migration balance has
been negative for the whole period or a great part of it): Bulgaria,
Croatia and Romania;

Arrival countries (countries whose migration balance has been
positive for the whole period or a great part of it): Austria, Belgium,
Denmark, France, Germany, Luxembourg, the Netherlands, Sweden
and the United Kingdom;

From departure to arrival countries (countries whose migration
balance has changed from negative to positive since 1970): Cyprus,
Finland, Greece, Hungary, Ireland, Italy, Malta, Portugal, Slovakia,
Slovenia and Spain; and

From arrival to departure countries (countries whose migration
balance has changed from positive to negative): Estonia, Latvia,
Lithuania and Poland.




The migrant stock

In the middle of 2013, the international migrant stock present in the EU28
amounted to 51 million and represented almost 10 per cent of the total
population. Women were 51.8 per cent of the total, up from a value of
49.9 per cent in 1990 (Table 16).

Table 16: EU28’s migrants and total population by sex; 1990 to 2013

Male 13.4 16.5 231 24.4
Female 133 17.4 24.5 26.2
Total 26.7 34.0 47.6 50.6

Population

Male 232.2 237.3 246.9 249.0
Female 245.5 250.4 258.9 260.5
Total 477.7 487.7 505.8 509.5

Migrants/population

Male 5.8 7.0 9.4 9.8
Female 5.4 7.0 9.5 10.1
Total 5.6 7.0 9.4 9.9

Note: Absolute values are in millions.
Source: Elaboration on UN DESA data (UN DESA, 2013a).

The average yearly increase in the number of migrants peaked at the beginning
of the century and subsequently declined, remaining however above 1 million
per year (Graph 12). It should be emphasized that the role of migration
in explaining total population growth has progressively increased from
72.2 per cent at the end of the century to a present value of almost 82 per
cent. In effect, over the last 23 years, three quarters of the increase in European
Union’s population growth has been due to migrants. A recent slowing in the
influx of migrants to the European Union may be due to the financial crisis
around one decade into the 2000s.
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Graph 12: EU28’s natural balance, migration balance and total balance;

1990-2000, 20002010 and 2010-2013
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Note: Yearly average values are in thousands.
Source: Elaboration on UN DESA data (UN DESA, 2013a).

Almost three quarters of the migrants are concentrated in five countries —
Germany, the United Kingdom, France, Spain and ltaly — with each country
registering between 19 per cent and 11 per cent of the total international
migrant stock in the European Union (Graph 13). The same five countries
account for almost 82 per cent of the increase in the migrant stock registered
between 1990 and 2013. The ranking is however different here, with Spain first
accounting for 24 per cent of the positive migration balance, followed by Italy
and the United Kingdom with 18 per cent, Germany with 16 per cent and France
with only 6 per cent (Graph 13).
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Graph 13: EU28’s percentage distribution of the migrant stock in 2013 (A), and
percentage distribution of the migration balance registered in the
1990-2013 period (B)
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13% 1%

Source: Elaboration on UN DESA data (UN DESA, 2013a).

If the percentage of migrants within the population is to be considered,
the picture is quite different (Table 17). In this case, Luxembourg leads with
43.3 per cent of its total population. Thirteen countries register values
between 10 and 20 per cent: together with four of the big five (Germany,
\ the United Kingdom, France and Spain), Austria, the Netherlands and Belgium
are also here. In six countries, including Denmark, Italy, Greece and Portugal,
the percentage of migrants is between 5 and 10 per cent. At the bottom of
the ranking, mainly Eastern European countries that are still mainly departure
countries.
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Table 17: EU28 countries by migrant stock as a share of total population, 2013

Countries Countries
Luxembourg 433 Denmark 9.9
Croatia 17.6 Italy 9.4
Estonia 16.3 Greece 8.9
Ireland i 15.9 Portugal i 8.4
Sweden 15.9 Malta 8.0
Austria 15.7 Finland 5.4
Latvia { 13.8 Lithuania { 4.9
Spain 13.8 Hungary 4.7
United Kingdom 12.4 Czech Republic 4.0
Germany i 11.9 Slovakia i 2.7
Netherlands (the) 11.7 Poland 1.7
France 11.6 Bulgaria 1.2
Slovenia { 11.3 Romania { 0.9
Belgium 10.4 Cyprus 0.1

Source: Elaboration on UN DESA data (UN DESA, 2013a).
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THE DEMOGRAPHIC PROJECTION BY UN DESA

According to UN DESA, the twenty-first century will return Europe to a
phenomenon that had seemed long gone — a dramatic demographic decline.
Obviously, the reasons for this phenomenon are very different from those
of the past; it will no longer be disease, famine and war that create this, but
the choice of parents to have, on the average, a number of children below
the replacement level.

In absence of migration, in the next 35 years, the population of Europe is
projected to decline by 73 million (-9.9%) from the present value of 738 million
to 666 million. This is the result of a very pronounced decline of the WAP
(-118 million,-23.9%), a relevant decline of the children (-18 million), and a large
increase in the number of elderly people, which is expected to increase by 62
million. As a consequence, the percentage of people who are working age will
register a dramatic reduction (from 66.7% in 2015 to 56.3% in 2050), while the
percentage of the elderly will increase from 17.6 to 28.9 per cent.

Table 18: Europe, European Union and non-European Union countries’ total
population by main age group; 2015, 2050

Total | 0-14 : 15-64 : 65+ ‘ Total | 0-14 : 15-64

Absolute values Percentage composition
EU28 505 78 330 97 100.0 15.5 65.3 19.2
Non-EU 234 38 163 33 100.0 16.3 69.6 14.1
Europe 738 116 492 130 100.0 15.7 66.7 17.6

Absolute values Percentage composition
EU28 465 65 254 146 100.0 14.0 54.5 315
Non-EU 202 34 122 46 100.0 16.7 60.5 22.8
Europe 666 99 375 192 100.0 14.8 56.3 28.9

Absolute values Percentage composition
EU28 -40 -13 -76 50 -7.9 -16.8 -23.2 51.2
Non-EU -33 -5 -41 13 -14.0 -12.0 -25.2 39.1
Europe -73 -18 -118 62 -9.9 -15.2 -23.9 48.0

Note: Absolute value and absolute change are in millions.
Source: Elaboration on UN DESA data (UN DESA, 2015).
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European Union and non-European Union countries will be characterized
by similar trends, but with some notable differences. The decline in total
population will affect both European Union and non-European Union
countries, but is projected to be much more pronounced in the latter: in fact,
the population of the European Union countries is expected to decline by
7.9 per cent (-40 million), while the population of non-European Union
countries by 14 per cent (-33 million). European Union countries are already
older than non-European Union countries with the percentage of the
elderly population at 19.2 per cent in the European Union versus a value of
14.1 per cent in non-European Union countries. While ageing will take place
in both areas, the difference between European Union and non-European
Union countries will increase; in 2050, the percentage of the elderly is projected
to be 31.5 per cent in the European Union and 22.8 per cent in non-European
Union countries.

Non-European Union countries have a larger share of people who are of
working age, and the difference with the European Union will slightly increase
from 4.3 per cent to 6 per cent, but the more important fact is that WAP
will decline by 76 million (-23.2%) in the European Union and by 41 million
(-25.2%) in non-European Union countries.

In European Union countries, the decline is heavily concentrated: Germany
alone accounts for 22.3 per cent; the first four countries (Germany plus Italy,
Spain and Poland) for 62.1 per cent; the first seven (the first four plus Romania,
the United Kingdom and France) for almost three fourths. With respect to the
percentage decline, four countries will register a decline above 30 per cent,
13 above 20 per cent, while in only four, the decline will be below 10 per cent
(Table 19).




Table 19: WAP of European Union countries; absolute change and percentage
change; 2015-2050

WAP WAP

: Abs. change % change
1 Germany . 17,019 223 Portugal . 335
2 taly 12,310 16.1 Spain S 332
3 Spain -10,150 13.3 Italy -32.2
4 : Poland -7,965 i 10.4 Germany i -32.0
5 | Romania 3,774 ¢ 49 Greece 5 317
6 : United Kingdom -3,513 4.6 Bulgaria -30.7
7 i France -2,521 : 3.3 Hungary : -29.9
8  Portugal 2,262 3.0 Poland . 297
9 Greece -2,226 2.9 Slovenia -29.0
10 : Hungary -1,992 : 2.6 Romania : -28.8
11 | Czech Republic 41,949 2.5 Czech Republic : 276
12  Netherlands (the) -1,834 2.4 Slovakia -27.6
13 Austria 1462 19 | Croati 204
14 Bulgaria -1,443 : 19 Latvia § -26.6
15 Belgium -1,071 1.4 Austria -25.5
16 : Slovakia -1,063 i 1.4 Lithuania i -24.2
17 ' Croatia -770 : 1.0 Cyprus : -23.2
18 Finland -518 0.7 Malta -22.4
19 : Lithuania -465 : 0.6 Estonia : -21.2
20 : Sweden -421 : 0.6 Luxembourg : -19.6
21 i Denmark -419 0.5 Netherlands (the) -16.6
22 Slovenia -403 i 0.5 Finland | -14.9
23 | Latvia 345 0.5 Belgium : -14.6
24 Estonia -182 0.2 Denmark -11.5
25 i Cyprus -141 : 0.2 United Kingdom : -8.4
26 Ireland 93 0.1 Sweden : 6.9
27 i Luxembourg -77 0.1 France -6.3
28 : Malta -62 i 0.1 Ireland | -3.0
? Total |  -76,449 | Total | -23.2

Source: Elaboration on UN DESA data (UN DESA, 2015).

It is observed that at the present rate of participation, the decline in WAP would
determine areduction in the European Union’s labour force of around 57 million,
which corresponds to a yearly average of 1.6 million.

As seen in the period 2015-2050, all European countries are projected

to register a decline in WAP. In spite of this, in the same period, the total
net inflow of migrants to Europe is projected to be only around 30 million
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(UN DESA, 2015); that is 26.3 per cent of the decline in WAP (Table 20). More
specifically, the migration balance of European Union countries is projected to
be 25.3 million and that of non-European Union countries to be 5.5 million,
which represent 33.1 and 13.4 per cent of the decline in WAP respectively.

Table 20: Migration balance for Europe, European Union and non-European
Union countries; sum of positive, negative and total national
migration balances; 2015-2050

Migration balance

: : : Europe
Sum of positive balances : 27.2 : 6.2 : 333
Sum of negative balances -1.3 -0.8 -2.4
Total balance 26.0 5.4 30.9
Total balance as % of the decline in WAP : -33.1 -13.4 -26.3

Note: Values are in thousands.
Source: Elaboration on UN DESA data (UN DESA, 2015).

The analysis of the national values confirms the consequences of mechanical
assumptions due to a supply side vision of migration. In the first place, six
non-European Union countries (Table 21) and seven European Union countries
(Table 22) are assumed to have a nil or negative migration balance, in spite of
the simultaneous decline in WAP.

Table 21: Non-European Union countries’” migration balance, absolute values
and percentage composition; 2015-2050

Migration balance

Abs. value © Abs. value
1 | Russian Federation 3,809 ©oe11 7 Montenegro 17 2.1
2 Switzerland {1450 233 8  Bosniaand : 18 23
Herzegovina
3 Norway 865 139 9 : The former -35 4.4

Yugoslav Republic
of Macedonia

4 Belarus 70 1.1 10 : Republic of -100 12.5
Moldova

5 i Channel Islands 26 0.4 11 ¢ Ukraine -280 35.0

6 : Iceland 13 0.2 12 Albania -350 43.8

: Total : 6,233 : 100.0 : Total : -800 : 100.0

Note: Absolute values are in thousands.
Source: Elaboration on UN DESA data (UN DESA, 2015).
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Inthe second place, but this was to be expected, the immigrants are concentrated
in the largest countries: in the case of non-European Union countries, the
Russian Federation and Switzerland (61.1 and 23.3% respectively); in the case of
European Union countries in the United Kingdom (22%), Germany (19.3%), ltaly
(13.1%), Spain (10.4%) and France (10.3%).

Table 22: European Union countries” migration balance; absolute values and
percentage composition; 2015-2050

Migration balance

Abs. value ALSNERD
1 lreland 6,001 220 22 Lithuania : 0.00 0.0
2 e 5250 19.3 23 ' Latvia -2.51 0.2
........ 3 Luxembourg . 3557 13.1 24 | Croatia : -18.06 14
"""" 4 United Kingdom 2,821 10.4 25 | Estonia -34.99 2.7
....... 5 Cyprus 2,800 10.3 26 i Poland -266.63 20.9
-------- e YV B 27 | Bulgaria . 35000 | 275
........ 7 | France 960 3.5 28 | Romania -601.14 472
........ . selgum 770 28 Total | -1,273.34 : 100.0
........ 9 Finland : 700 2.6
...... 10 Austria 532 Y
Netherlands (the) 436 16
12 Mala : 420 L5
...... 13 Germany 406 15
k ...... 14 oy 350 i
...... o o ; a4 15
...... - Republic 210 0.8
...... 17 Portugal 180 0.7
...... 18 HGreete : 150 0.6
...... 19 gy p 02
...... 20 Slovenia 35 CL.
...... 21 Slovakia § 20 -
.............. o yraaa 1000

Note: Absolute values are in thousands.
Source: Elaboration on UN DESA data (UN DESA, 2015).
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The limits of this methodology emerge more clearly when the relationship with
the decline of WAP is considered. Limited to European Union countries, the
percentage ranges between 3 per cent and 349 per cent, without any specific
reason but what happened in the recent past. More specifically, as previously
seen, in six of them, the decline in WAP is accentuated by emigration; in
the other, two situations can be distinguished. In six, immigrants more
than compensate the decline in WAP. In Ireland and Sweden, the migration
balance is three times the natural balance of WAP; in Luxembourg, the United
Kingdom, Cyprus, Denmark and France, it is between 111 and 194 per cent. In
the other 14, immigration will only partially cover the decline in WAP (Table
23).

Table 23: European Union countries’ ratio between the migration balance and
the change in WAP; 2015-2050

| MB/AWAP | MB/AWAP | MB/AWAP
8 gBeIgium -89.6 15 ESpain -27.8
........ 9 Flnland -78.4 16 Czech -21.5

Republic

3 Llwembourg 1936 | 10 Austria 479 | 17 portugal 193 |

4 UnitedKingdom = 1708 | 11 Netherlands 420 | 18  Greece 157
. (the) {
5Cypru5 ................................................. g..Malta . 19 oy S
6 Denmark ................... Germany -30.8 20 : Slovenia -10.4
7France ..................... Italy ................ -28.9 21 Slovakia -3.3
Source: Elaboration on UN DESA data (UN DESA, 2015). y

The previous observations strongly suggest that UN DESA forecasts for European
Union and non-European Union countries must be taken with caution, since
these are based on migration projections that are neither theoretically justified
nor “consistent” with the natural demographic trends.
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THE EUROPEAN UNION LABOUR MARKET:
AN OVERVIEW

Between 1994 and 2015, the European Union labour market went through three
different phases (Table 24). In the first phase (1994-2008), employment grew by
more than 27 million. In the second, the international financial crisis determined
an inversion of the expansionary phase and a decline in employment by 6.3 million.
Startingin 2014, employment began to increase again, and 3.7 million additional jobs
were created in a two-year span. In this long-run perspective, the overall balance
remains therefore quite positive, the European Union labour market registered an
overall average employment growth of almost 1 million per year.

Table 24: European Union’s WAP, labour force, employment, unemployment
and main labour market indicators; 1994-2015

2008 | 2013 i 2015 | 1994- i 2008- | 2013- i 1994-

2008 | 2013 | 2015 | 2015

Absolute value Absolute change
330.0 12.2 -2.3 -2.8 7.1
Sie 1 e 32 ................ 05 ....... s
222.0 27.3 l

23.2 =73
74.3 33
67.3 59

9.4 -4.2

Source: Elaboration on ILO data.

The growth in employment was paralleled by an almost analogous expansion in
labour force so that the total level of unemployment — which registered quite
ample cyclical fluctuations throughout the period —declined by 1.5 million with
regards to 1994. However, it still exceeds the 2008 level by 6.4 million. Finally,
in spite of massive immigration, WAP increased by only 7.1 million as a balance
between a growth of 12.2 million registered in the expansionary phase and a
decline of 5.1 million in the following seven years.

The combined effect of the dynamic of WAP, labour force and employment
has determined a notable increase in the RoE that in 2015 reached a historical
maximum of 67.3 per cent (6.2 percentage points higher than in 1994)
and an increase of the rate of participation that by now is very close to the
75-per cent mark.
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This overall positive global picture is however in deep contrast with the
fragmentation that emerges as soon as the national labour markets are considered;
moreover, it reflects the positive trend of few countries that did more than offset the
negative trend of the others. In 2015, the RoE — the most relevant labour market
indicator — ranged from a maximum of 78.8 per cent registered in Sweden and a
minimum of 51.8 per cent registered in Greece (Table 25). This situation is mirrored
by that of the rates of unemployment that ranged between a minimum of 4.7 per
cent in Germany and a maximum of 25.3 per cent in Greece.

Table 25: European Union countries’ rate of employment, unemployment and
activity; 2015

Germany 4.7 Sweden . 850

Sweden

United Kingdom United Kingdom

Austria

Luxembourg

Greece

Greece . Italy

Source: Elaboration on ILO data.
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Furthermore, the impact of the financial crisis has been quite different
on the various countries, as well as the capacity to recover. Table 26 shows
the absolute and percentage change in the employment level of each
European Union country in the recession (2008-2013) and expansion
(2013-2015) periods.

Between 2008 and 2013, while the European Union employment level
declined by 6.3 million, in nine countries, employment showed a positive
change with a total increase of almost 3 million, with record percentage
growth in Luxembourg (19.7%) and Malta (10.3%). Moreover, 63.1 per cent
of the growth in employment took place in Germany, and 18.3 per cent in the
United Kingdom. The other 19 countries registered a decline in employment
of 9.3 million. In one country (Greece), the decline was in excess of
20 per cent; in five (Latvia, Croatia, Bulgaria, Portugal and Spain), 10 per cent;
62.3 per cent of the jobs destroyed were in Spain (3.3 million), Italy
(1.4 million) and Greece (1.1 million).

In the following two years, employment grew in excess of 3.9 million. The
phenomenon affected all European Union countries except for France, Finland
and Austria. However, the increase in employment was concentrated in the
United Kingdom, Poland, Spain and Germany and accounted for 69.3 per
cent of the total increase (more specifically: 27.5% for the United Kingdom,
15.7% for Poland, 14.2% for Spain and 11.9% for Germany). In summary,
in 2015, only the nine countries whose employment grew during the financial
crisis, and the Czech Republic, registered an employment level higher than
in 2008; the other 18 countries were still lagging behind (Table 26).




Table 26: European Union countries’ employment, absolute change and
percentage change; 2008—2013, 2013—-2015 and 2008-2015

Total employment

2008—213 2013—015 :
Abs. change ch:{;ge Abs. change ch;/;ge Abs. change ch;/:Ige
1 : Germany 1,889 5.0 471 1.2 2,360 6.2
2 i United Kingdom 548 1.8 1,084 3.6 1,632 5.5
3 Poland 150 0.9 618 3.7 768 4.6
4 Sweden 139 3.0 89 1.9 228 4.9
5 | Austria 91 2.2 -33 -0.8 59 1.4
6  Belgium 71 1.6 40 0.9 111 2.5
7 : Hungary 48 1.2 246 6.2 294 7.5
8 | Luxembourg 41 19.7 15 6.2 56 27.1
9 | Malta 16 10.3 6 3.3 22 13.9
10 Czech Republic -17 -0.3 82 1.6 64 1.3
11 : Cyprus -34 -6.4 21 4.1 -14 -2.6
12 : Estonia -35 -5.2 11 1.8 -24 -3.6
13 Finland -82 -3.2 -45 -1.8 -127 -5.0
14 : Slovenia -82 -8.2 5 0.5 -77 -7.8
15 Slovakia -93 -3.8 82 3.5 -11 -0.5
16 : Lithuania -135 9.4 18 1.4 -117 -8.1
17  Latvia -143 -13.6 3 0.4 -140 -13:3
18 i Denmark -165 -5.8 41 1.5 -124 -4.3
19 : Ireland -179 -8.5 56 2.9 -123 -5.8
20 : France -236 -0.9 -196 -0.8 -432 -1.6
21 Croatia -253 -14.2 57 3.7 -196 -11.0 ‘
22 Netherlands (the) -311 -3.6 46 0.5 -265 -3.0
23 Bulgaria -454 -13.4 71 2.4 -383 —1183
24 : Romania -596 -6.5 52 0.6 -544 -6.0
25 : Portugal -698 -13.6 140 3.2 -557 -10.9
26 | Greece -1,075 -23.1 46 1.3 -1,029 -22.1
27  ltaly -1,442 -6.2 90 0.4 -1,352 -5.8
28 : Spain -3,277 -16.0 559 3.2 -2,718 -13.3
Sum of positive 2,994 3,948 5,594
values
Sum of negative -9,308 -274 -8,234
values
Total balance -6,314 3,674 -2,640

Note: Absolute change are in the thousands.
Source: Elaboration on ILO data.
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It is important to parallel an analysis of employment with one of unemployment
(Table 27). During the period of crisis, at the European Union level, the growth
in unemployment largely exceeded the decline in employment, while in the
following recovery period, the growth in employment exceeded the decline in
unemployment. As a result, in 2015, the unemployment level was still 6.4 million
higher than in 2008, while employment level was only 2.4 million lower.

Table 27: Unemployment, absolute change and percentage change;
2008-2013, 2013-2015 and 2008-2015

Unemployment

_ 2008-2013
Abs. change : % change | Abs.change : % change | Abs.change @ % change
Spain 3,470.1 1329 -936.9 -15.4 2,533.2 97.0
Italy 1331 7938 174 0.6 1,3525 809
mGreece ........ 946.5 2368 -141.3 -10.5 805.2 201.5
France 863.7 431 193.0 6.7 1,056.7 52.8
United Kingdom 694.9 392 -642.7 -26.0 52.2 2.9
Poland 651.9 516 -540.2 -28.2 111.7 8.8
Portugal 435.3 -227.3 -26.5 208.0 493
Netherlands (the) : 353.2 571 9.4 2961 117.7
mBngaria ........ 233.1 116.1 -109.3 -25.2 123.8 61.7
Croatia 153.9 931 -15.3 -4.8 138.6 83.8
Ireland 144.5 999 -79.1 -27.4 65.4 45.2
Czech Republic 144.4 629 -98.5 -26.3 45.9 20.0
Slovakia 1324 517 -77.8 -20.0 54.6 21.3
Hungary : 1195 359 1361 ¢ -301 166 50
mSWeden ........ 113.8 374 -34.4 -8.2 79.4 26.1
Denmark 102.2 1014 -18.5 -9.1 83.7 83.0
Romania 89.9 160 -15.2 -2.3 74.7 13.3
Lithuania 85.5 968 -359 -20.7 49.6 56.2
Belgium 80.1 22.3 53 102.4 304
Cyprus ; 74.7 17 18 76.4 3709
mAustria ........ 59.5 15.6 6.6 75.1 42.8
Slovenia 56.9 -8.1 -7.9 48.8 106.6
Finland 46.4 265 37.8 17.1 84.2 48.1
Latvia 34.9 397 -23.5 -19.1 11.4 13.0
Estonia 20.6 532 -18.8 -31.7 1.8 4.7
Luxembourg 4.2 378 1.1 7.2 5.3 47.7
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Abs. change | % change | Abs. change : % change | Abs.change @ % change

Malta 1.7 170 -1.6 -13.7 0.1 1.0
Germany -895.6 290 -239.7 -10.9 -1,135.3 -36.8

Unemployment 9,553.3 57.0 -3,168.4 -12.0 6,384.9 38.1
Sum of positive 10,448.9 289 7,537
values
Sum of negative -896 -3,457 -1,152
values
Total balance 9,553 -3,168 6,385

Source: Elaboration on ILO data.

Between 2008 and 2013, unemployment grew in all European Union countries,
except for Germany, where it declined by 0.9 million. Two countries witnessed
the highest growth in unemployment, firstly Spain, where unemployment
more than doubled, growing by almost 3.5 million, and secondly ltaly, where it
grew by 1.3 million (79.8%). Other countries, however, recorded even higher
percentage increases. This specific ranking is led by Cyprus (362.6), Greece
(236.8), the Netherlands (140.4), Slovenia (124.2), Bulgaria (116.1), Portugal
(103.1) and Denmark (101.4). In all these countries, unemployment more than
doubled.

When we take into account the following two years, the situation is much more
positive. Between 2013 and 2015, unemployment declined in 21 countries:
in two, it did so by more than 30 per cent (Estonia and Hungary), in eight (Poland,
Ireland, Portugal, Czech Republic, the United Kingdom, Bulgaria, Lithuania and
Slovakia) between 20 and 30 per cent, and in five (Latvia, Spain, Malta, Germany
and Greece) between 10 and 20 per cent. However, significant increases (above
5%) were still recorded in Finland, Luxembourg, France, Austria and Belgium.
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Table 28: Unemployment, absolute change, rate of unemployment,
percentage composition and cumulative percentage; 2015

Unemployment

Absolute value % compositi Cumulative
percentage
1 Spain : 5,144 : 226 : 22.2 : 222
2 France 3,059 10.7 13.2 35.4
3 Gtaly ‘ 3,025 ‘ 12.4 ‘ 13.1 ‘ 48.5
4 Germany 1,954 4.7 8.4 56.9
5 United Kingdom 1,826 5.7 7.9 64.8
6  Poland 1,375 7.5 5.9 70.7
7 | Greece 1,205 25.3 5.2 76.0
8  Romania 636 7.4 2.7 78.7
9 ! Portugal i 630 i 12.8 i 2.7 i 81.4
10 Netherlands (the) 548 6.2 2.4 83.8
11 | Belgium 440 8.8 1.9 85.7
12 Sweden 384 7.6 1.7 87.3
13 | Bulgaria 325 9.9 1.4 88.7
14 Hungary 316 7.0 1.4 90.1
15 | Slovakia : 311 : 11.4 : 13 : 91.5
16 | Croatia 304 16.3 13 9238
17 Czech Republic 275 5.3 1.2 94.0
18 Finland 259 9.9 1.1 95.1
19 | Austria 251 5.8 11 9.2
20 Ireland 210 9.8 0.9 97.1
21 | Denmark : 185 : 6.5 : 0.8 : 97.9
22 Lithuania 138 9.7 0.6 98.5
23 | Latvia 99 10.2 0.4 98.9
24 Cyprus 97 15.9 0.4 99.3
25 | Slovenia 95 9.6 0.4 99.7
26  Estonia 41 6.3 0.2 99.9
27 | Luxembourg i 16 i 5.9 i 0.1 i 100.0
28 | Malta 10 5.5 0.0 100.0
European Union 23,156 9.7 100.0

Source: Elaboration on ILO data.
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Finally, unemployment reached a historical peak at 26.3 million in 2013 before
declining to 23.2 in 2015. However, it has to be emphasized that almost half of
the unemployed were concentrated in three countries (Spain, Italy and France)
and more than three quarters in seven countries (the first three plus Germany,
the United Kingdom, Poland and Greece). These countries do however belong to
three groups: in the first we have Greece, Spain and Italy, which are characterized
by a very high rate of unemployment (RoU); in the second group, there are two
large countries (Germany and the United Kingdom) with a low unemployment
rate; in the third group, there are two large countries (France and Poland) with
rates of unemployment that are quite high, but below the European Union
average (Table 28).

Two major conclusions emerge from the previous analysis of the European
Union labour market:

(a) The majority of European countries have exited the crisis and are on
the path towards employment recovery; however, the situation is
still critical in a few of the countries; and

(b) It is evident that there is no such a thing as a unified European
economy yet and even less a unified European labour market.

At the policy level, this situation clearly suggests that imposing the German
therapy to improve the labour market situation of all European Union countries
is, to say the least, quite inappropriate.




THE LABOUR MARKET AND DEMOGRAPHIC
SCENARIOS FOR THE EUROPEAN UNION AND EGYPT:
2015-2030

During the twenty-first century, Europe is going to be affected by a dramatic
demographic revolution.®® After centuries of extremely high growth, the
population of Europe is projected to decline. More specifically, according to
UN DESA and many other statistical institutions, the so-called demographic
transition will bring a reduction in total population, an even more pronounced
decline in WAP and a progressively ageing population.

As was strongly emphasized, this projection hinges on the assumption that
migrations are independent from both the natural demographic trend and the
economic trend. The author will propose a different image of the demographic
future of the European Union, one that is based on the migration model that was
previously proposed, and the new procedure for jointly building demographic
and labour scenarios.

The timescale chosen for the projected scenarios is one of 15 years, from 2015
to 2030. This is explained by the fact that the young people who will enter the
labour force during this time have already been born.

Some of the countries on the southern shore of the Mediterranean will be
confronted by the opposite demographic trend. They will experience an increase
in labour supply that will exceed the employment growth attainable by these
economies. Therefore, Egypt — the giant sending country on the southern shore
of the Mediterranean — will be included in the projected scenarios, which will
clearly indicate the importance of arriving at a solution based on a cooperative
approach between the European Union and the countries of the southern shore
of the Mediterranean.

The labour market and demographic scenarios for the European Union

As is required by the model, its assumptions will concern the rate of labour
market participation and the rate of employment growth. For the former, the
following two standard cases will be considered:

43 The term revolution seems more appropriate than that of transition, since the latter implies the
passage from a situation of equilibrium to another situation of equilibrium and for the moment, there
is no indication that this will be the end of the present demographic changes.




(a) The participation rate remains constant at the 2015 level
(Scenario A); and

(b) The participation rate progressively increases to reach 77.5 per cent
in 2030 (Scenario B).

For the latter, the three reasonable alternatives will be assumed:
(a) A constant employment level (1);
(b) An average yearly rate of growth of 0.4 per cent (2); and

(c) An average yearly rate of growth of 0.8 per cent (3).

Finally we will assume:

e A reactivity of the migration balance to the labour shortage of
1.1 (Bruni, 2009).

Finally, the assumption is that 50 per cent of the migrants will be women
of a fertile age and with a fertility rate at replacement level (2.1 children
per woman).

These assumptions will produce six scenarios of labour shortage that will, in their
turn, produce six scenarios of the migration balance for the period 2015-2030.
This will be the starting point from which to build fully-fledged demographic
scenarios by following the proposed new procedure.

The European Union scenarios for the period 2015-2030

The labour shortage is defined as the difference between the change in the size
of the labour force (labour supply) and the change in the level of employment
(labour demand). A negative value indicates that the increase in labour supply is
insufficient to satisfy the increase in labour demand. A positive value measures
the potential increase in unemployment.

Between 2015 and 2030, in the European Union, the level of WAP is projected
to decline by almost 30 million, that is, by 8.9 per cent (Table 29). Therefore,
in Scenario A (constant participation rate), the drop in WAP is paralleled by an
analogous drop in labour force (-21.8 million). In Scenario B (which assumes
an increasing participation rate of the surviving members of WAP), the drop is
smaller and equal only to 12.2 million, that is, to-5 per cent. With respect to
employment, in Scenario 1 the number of jobs remains constant at 222 million,
while it will grow by 13.3 million in Scenario 2, and by 26.6 million in Scenario 3.




Table 29: European Union’s WAP, labour force and employment in 2015
and in alternative hypothesis of labour force participation and
employment growth in 2030

WAP Labour force Employment
A : B
2451 2451
2233 . 2330
2015-2030 -29.4 -21.8 -12.2

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

Labour shortage and migration balance

When the assumptions regarding labour supply and labour demand are
combined, there are six scenarios obtained as recorded in Table 30, which
demonstrate the labour shortage and the migration balance in each of them.

Table 30: European Union’s labour shortage and migration balance in six
scenarios of labour force participation and employment growth in
the period 2015-2030

Scenarios
A1 A2 A3 BL B2 B3
Labour shortage 218 351 | -485 122 ¢ 255 0 388
Migration balance 24.0 38.6 53.3 134 28.0 42.7

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The labour shortage ranges between a lowest figure of 12.2 million in Scenario
B1 (in which the rate of labour force participation increases, while employment
remains constant), and a highest figure of 48.5 million (in Scenario A3, in which
the participation rate is constant and employment expands at an average rate of
almost 1.8 million jobs per year).

The corresponding total migration balances are therefore equal to 13.4 and
53.3 million. Given the model’s assumptions, the migration balance is negatively
related to the rate of participation and positively related to employment growth.
In yearly value, the migration balance ranges between a lowest value of 890,000,
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inline with recent values, and a highest yearly value of 3.55 million, for a situation
characterized by an employment growth slightly lower than that registered
between 2002 and 2008. In conclusion, the scenarios show that the European
Union will need a consistent number of migrants even if the employment level
remains constant and participation increases (Scenario B1).

The average value of the two intermediate scenarios (A2 and B2) — which
can be taken as the most “probable” — places the yearly migration balance at
2.2 million, largely in excess of previous estimates.

The European Union labour market in 2030

The impact of the migration model and scenario methodology on the labour
market situation (Table 31) and on the population level and structure (Table 32)
will now be analysed.

WAP is projected to decline in three scenarios (A1, B1 and B2), increase in a
minor way in Scenarios A2 and B3, and increase substantially in Scenario
A3. For the same level of employment growth, WAP registers higher values
in the A scenarios than in the B scenarios. In conclusion, the level of WAP is
positively related to employment growth and negatively related to the rate of
participation. It is to be emphasized that, in spite of the inflow of migrants, the
RoU declines in all scenarios, with the decline being positively related to the
growth in employment and inversely related to participation.

Table 31: European Union’s main labour market variables and main labour ‘
market indicators in 2015 and in six scenarios of labour force
participation and employment growth in 2030

WAP ;Labourforceg Employment Unemployment RoA

Al 324 241 222 19 74.3 68.5 7.8
A2 339 252 235 16 743 69.4 6.5
A3 354 263 249 14 74.3 70.3 53
Bl 314 243 222 21 77.5 70.8 87 llllllll
B2 328 254 235 19 77.5 71.7 75 llllllll
B3 343 266 249 17 77.5 72.5 65 llllllll

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.
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Demographic scenarios

At the demographic level, once migration is taken into account, it is seen that despite
the decline in fertility and contrary to what has been suggested by the standard
projection procedure, the total population is going to increase. This increase is
positively related to employment growth and negatively related to labour market
participation. Migration increases fertility and reduces the ageing process. Therefore,
it will determine an increase in the number of the young, reduce the decline of the
share of WAP, and positively impact on the share of the elderly (Table 32).

Table 32: European Union’s population by main age group in 2015 and in six
scenarios of labour force participation and employment growth in 2030

0-14 | 15-64 | Total | 0-14 : 15-65 | 65+

No migration 72 300 126 498 145 60.3 25.3 100.0
Al 78 324 126 528 14.7 61.4 23.9 100.0
A2 81 339 126 546 14.8 62.1 23.1 100.0
A3 84 354 126 564 15.0 62.7 22.4 100.0
B1 75 314 126 515 14.6 60.9 245 100.0
B2 79 328 126 533 14.8 61.6 23.7 100.0
B3 87 343 126 556 15.7 61.6 22.7 100.0

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

Migration and the socioeconomic situation

In order to better appreciate the positive impact of employment growth (and of
the migration flows it will inevitably produce) on the demographic structure and
on the socioeconomic situation of the European Union, the usual demographic
dependency ratios and the more correct economic dependency ratios are
estimated.*

44 For a more in-depth discussion of these indicators, see Bruni (2008 and 2009).
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The indicators normally used to measure the structural burden generated
by ageing populations are strictly demographic in nature: the potential
support ratio is obtained by dividing the WAP by the number of elderly; the
demographic dependency ratio is reciprocal to the potential support ratio.

The employed produce the income that sustains themselves and the remaining
population, while the WAP includes a percentage of people (such as students,
retired and housekeepers) that do not support, but are supported by it. It is
therefore evident that purely demographic indicators can be highly misleading.

The choice of WAP as the denominator or the numerator of the demographic
indicator of structural burden reflects a historical phase that was characterized
by an almost total coincidence between active population and WAP, and in which
information on employment levels was absent or was collected only every 10
years by censuses. Therefore, while the use of demographic indicators can still
be justified in countries that do not have reliable employment data, it is totally
inappropriate for countries, by now the majority, in which:

e Only one part of WAP, sometimes less than 60 per cent, has a
formal job;

e Estimates of the level, structure and tendencies of employment are
available almost in real time;

e The duration of the training phase of life has greatly increased, and
the average age of entry in the working phase of life is above 20; and

e Differences in the education system, economic and social
development, productive specialization and technologies create
different percentages of students, housewives and the unemployed.

An economic indicator of structural burden that does not have the shortcomings
indicated above, and which can therefore capture the socioeconomic
characteristics of modern societies, can be easily obtained by substituting WAP
with employment.* Such an indicator allows for the following:

45 A similar suggestion has been advanced by Tapinos (2001), who, however, did not emphasize the change
in perspective and vast implications brought about by employing this indicator. A recent paper of the
CEFMR has proposed building indicators of structural burden using the labour force as a measuring
device; this would however keep the unemployed between those who maintain (Bijak et al., 2007).




e Differentiate the structural burden by a larger number of typologies
of dependants: students, non-labour force in working age,
unemployed and the retired;

e Verify how much the changes in the structural burden are due, on
the one hand, to demographic tendencies, and on the other, to the
capacity (or lack of capacity) of the economic system to generate
additional employment; and

e Estimate the growth of employment, and therefore of production,
needed to obtain a given level of structural burden.

The demographic indicators of dependency

According to the demographic indicators, in the absence of migration, the
total dependency ratio (TDR) would increase from 536 to 661, which is due
almost exclusively to the increase in the old age dependency ratio (ODR)
from 299 to 420 (Table 33).

Table 33: European Union’s demographic dependency ratios* in 2015 and in six
scenarios of labour force participation and employment growth in 2030

No migration 241 420 661
Al 240 389 629
A2 239 372 611
A3 239 357 595
B1 240 402 642
B2 240 384 624
B3 255 368 623
Note:

e YDR: Youth dependency ratio = Pop (0-14)/WAP*1,000.
e  ODR: Old dependecy ratio = Pop 65+/WAP *1,000.
e  TDR: Total dependency ratio= YDR + ODR = [Pop (0—14) + Pop 65+]/WAP*1,000.

Source: Elaboration on UN DESA, 2015 and ILO data.

In all the scenarios, migration reduces the increase in the ODR and therefore
in the TDR. The reduction is positively related to employment growth, and
inversely related to participation.
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The economic indicators of dependency

The economic indicators provide a better evaluation of the socioeconomic
impact of economic growth and therefore of migration (Table 34).

In 2015, according to the total economic dependency ratio (TEDR),
1,000 workers supported, alongside themselves, 1,283 dependants. Although
the most numerous categories were represented by the elderly (34.6%), the
sum of the unemployed and the inactive in working age was higher (37.9%),
with the young representing 27.5 per cent of the total.

In 2030, the number of dependants is projected to notably increase only in
Scenario Al (in which employment is kept constant), and slightly increase in
Scenarios A2 and B1. In all the other scenarios, the increase in the economic
old dependency ratios (EODR) is more than offset by the decline in the other
components, but especially with respect to the inactive and the unemployed.

Table 34: European Union’s economic dependency ratios* in 2015 and in six
scenarios of labour force participation and employment growth in 2030

TEDR | YEDR | UEDR | IEDR | OEDR | YEDR | UEDR | IEDR | OEDR

Al 1,379 350 85 376 568 25.4 6.2 27.2 41.2

A2 1,321 344 70 370 536 26.1 5.3 28.0 40.6

A3 1,269 339 56 366 507 26.7 4.4 28.8 40.0

B1 1,321 340 95 318 568 25.7 7.2 24.1 43.0

B2 1,265 334 81 314 536 26.4 6.4 24.8 424

B3 1,238 351 69 310 507 28.4 5.6 25.1 41.0
Note

e  YEDR: Youth economic dependency ratio = Pop (0-14)/Employed *1,000.
e  UEDR: Unemployed economic dependency ratio = Unemployed/ Employed *1,000.
e |EDR: Inactive economic dependency ratio = Inactive (15-64)/Employed *1,000.
e  OEDR: Old economic dependency ratio = Inactive 65+/ Employed *1,000.
e  TEDR : Total economic dependency ratio = YEDR + UEDR + IEDR + OEDR =
Not employed/employed * 1,000.

Source: Elaboration on UN DESA, 2015 and ILO data.
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In summary, the scenarios show that employment expansion, even if sustained
by the necessary number of migrants, will reduce the average number of
dependants. The author posits that one of the main keys to facing the social
impact of an ageing population is represented by employment growth, in spite
of the fact that this will require a substantial amount of migration. However,
the precondition is that the social burden should be assessed by the correct
measuring rod — employment.

Some case studies

Between 2015 and 2030, in the absence of migration, WAP is projected to
decline in all European Union countries with the exception of Ireland. However,
given the different sizes of the countries and their different demographic
trends, the decline in WAP will be concentrated in a few countries, with the
first three representing 53.6 per cent of the overall decline and the first six
70.6 per cent (Table 35).

Germany would experience the greatest decline in the European Union; with
a decline of its WAP by 8.5 million (-16.0%), the country would account for
28.3 per cent of WAP decrease in the European Union. In second place, there
is Italy, whose WAP is projected to decline by 4.8 million (-12.5%), 15.9 per
cent of the European Union’s total. Also in Poland, WAP is projected to decline
by more than 10 per cent (-3 million). In four other countries — Spain, the
United Kingdom, France and Romania — the decline in WAP will be in excess
of 1 million.

If the analysis suggests that these countries, or at least the ones with stronger
economies, will play a special role in attracting foreign workers to the European
Union, there are other countries where the labour shortage could be at least
as relevant in percentage terms. In fact, besides Germany, Italy and Poland,
there are nine other countries where the decline in WAP will be above 10 per
cent.




Table 35: European Union countries” WAP, absolute values in 2015 and 2030,
absolute change in thousands, percentage change and percentage

composition

Working age population

% change % of total i Cumulative
decline : %

Germany 53,152 -8,526 -16.0 44,626 28.1 28.1
Italy 38,199 -4,784 -12.5 33,415 15.8 43.9
Poland 26,843 -3,039 -11.3 23,804 10.0 53.9
Spain 30,592 -2,813 9.2 27,779 9.3 63.2
United Kingdom 41,719 -1,141 -2.7 40,578 3.8 67.0
France 40,473 -1,418 -3.5 39,055 4.7 71.6
Romania 13,105 -1,325 -10.1 11,780 4.4 76.0
Netherlands (the) 11,043 -887 -8.0 10,156 2.9 78.9
Hungary 6,664 -751 -11.3 5,913 2.5 81.4
Portugal 6,743 -761 -11.3 5,982 2.5 83.9
Greece 7,011 -602 -8.6 6,409 2.0 85.9
Austria 5,728 -608 -10.6 5,120 2.0 87.9
Bulgaria 4,707 -630 -13.4 4,077 2.1 90.0
Czech Republic 7,052 -624 -8.8 6,428 2.1 92.1
Belgium 7,325 -459 -6.3 6,866 1.5 93.6
Slovakia 3,854 -397 -10.3 3,457 13 94.9
Croatia 2,680 -215 -8.0 2,465 0.7 95.6
Finland 3,477 -270 -7.8 3,207 0.9 96.5
Lithuania 1,918 -284 -14.8 1,634 0.9 97.4
Sweden 6,139 -119 -1.9 6,020 0.4 97.8
Denmark 3,637 -176 -4.8 3,461 0.6 98.4
Slovenia 1,390 -170 -12.2 1,220 0.6 98.9
Latvia 1,295 -174 -13.4 1,121 0.6 99.5
Estonia 855 -81 9.5 774 0.3 99.8
Malta 278 -26 -9.4 252 0.1 99.9
Luxembourg 395 -20 -5.1 375 0.1 99.9
Cyprus 823 -19 -2.3 804 0.1 100.0

Total | 327,097 -30,319 9.3 296,778
Ireland 3,051 165 5.4 3,216

EU28 330,148 -29,584 -9.0 299,994

Source: Elaboration on UN DESA, 2015.
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Annex 1 presents detailed scenarios for the six countries with the highest
absolute decline in WAP. Here, the key findings of the analysis will be recalled.

As shown by Table 36, and was implicit in the data reported in Table 35, Germany is
characterized by the largest SSL, ranging between a minimum of 4.5 million (Scenario
B1) and a maximum of 11.7 million (Scenario A3), which would imply yearly migration
balances of between 329,000 and 855,000. It is evident that even under the most
“favourable” conditions, migration will not be just an option but a necessity. Using
the same methodology adopted for the European Union, the “most probable” level
of the migration balance is estimated in 592,000 people per year.

Table 36: European Union and six European Union countries’ labour shortage
and migration balance in six scenarios of labour force participation
and employment growth; 2015-2030

B3 (Max+Min)/2

Total labour shortage

EU28 -21.8 -35.1 -48.5 -12.2 -25.5 -38.8 -30.3
Germany -6.8 -9.2 -11.7 -4.5 -6.9 9.3 -8.1
Italy -3.1 -4.4 -5.8 -1.6 -2.9 -4.2 -3.7
Poland -2.1 -3.2 -4.2 -0.8 -1.9 -2.9 -2.5
Spain -2.1 -3.2 -4.2 -0.7 -1.8 -2.8 -2.5
United Kingdom -0.9 -2.8 -4.7 1.1 -0.8 -2.6 -1.8
France -0.8 -2.4 -39 11 -0.5 -2.0 -1.4

Total -15.9 -25.2 -34.5 -5.3 -14.6 -23.9 -19.9

: B3 (Max+Min)/2
Migration balance (yearly average value in thousands)

EU28 1,600 2,577 3,553 891 1,868 2,844 2,222
Germany 499 677 855 329 507 685 592
Italy 229 326 422 115 212 308 269
Poland 155 231 307 60 136 212 184
Spain 155 233 311 51 129 208 181
United Kingdom 67 206 344 -83 55 194 131
France 59 173 287 -81 34 148 103

Total 1,164 1,845 2,527 391 1,073 1,755 1,459

Note: Values are in millions.
Source: Elaboration on UND ESA, 2015 and ILO data.
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The most probable levels of the migration balance for the other countries are
included between the 269,000 of Italy and the 103,000 of France, with Poland
at 184,000, Spain at 181,000 and the United Kingdom at 131,000.

Moreover, contrary to common belief, migration will contribute, in all the six
countries, to improving the labour market situation, and reducing both the
ageing process, as well as the socieconomic burden (Table 37).

Table 37: European Union and six European Union countries’ economic and
demographic dependency ratios; 2015 and 2030

Economic indicators Demographic indicators
2015 | 2030(B2) : Difference 2015 | 2030(B2) :

EU28 1,283 1,265 -18 536 624 88
Germany 994 1,005 11 518 647 129
United King&'bmw? 1,053 1,034 -18 551 : 642 : 91
Poland 1,232 1,173 -60 438 541 103
France i 1,484 1,444 -40 603 698 95
“Spain 1,594 1,514 -81 508 594 86
”Italy 1,726 1,630 -95 565 672 106
Max-Min 731 625 164 156

Source: Elaboration on UN DESA, 2015 and ILO data.

Labour market and demographic scenarios for Egypt y
Demographic transition and the labour market in Egypt

Egypt has not yet completed the first phase of the demographic transition during
which WAP grows at an increasing rate.

At present, WAP is growing at an average yearly rate of approximately
900,000 persons per year, which represents the balance between 1.5 million
generational entries and 600,000 generational exits. In the next 15 years,
in the absence of migrations, WAP is expected to grow from 54 million in
2015 to 68 million, the average absolute change being close to 1,000,000
per year. Generational entries will progressively increase to 1,860 million, and
generational exits to 910,000 (Graph 14).
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Graph 14: Egypt’s WAP (15-64); generational entries, generational exits and
generational balance; 1950-3000
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Source: Elaboration on UN DESA, 2013a.

The demographic trend experienced by Egypt in recent years has exceeded
its economy’s capacity to create jobs (Tables 38 and 39). In the vyears
2009-2013, WAP increased by a yearly average of around 900,000, with women
representing 53.1 per cent of the total. While all men that entered WAP also
entered into the labour force, only just above one quarter of women entered
the formal labour market, so the labour supply grew by 550,000 per vyear,
61.5 per cent of the growth in WAP, a value above the rate of participation in
terms of stock, equal to 51.4.
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Table 38: Egypt’s WAP, labour force, employment and unemployment;
main labour market indicators; 2009 and 2013

WAP 25040 | 24216 49,256 26725 = 26120 52,845
Labour force 19,042 5,900 24,942 20,745 6,403 27,148
Employment | 18,029 | 4535 | 22,564 18,661 : 4,838 | 23,499
Unemployment 1,013 1,365 2,378 2,084 1,565 3,649
RoA 76.0 24.4 50.6 77.6 24.5 51.4
RoE 72.0 18.7 45.8 69.8 18.5 44.5
RoU 5.3 23.1 9.5 10.0 24.4 13.4

Note: Values are in millions.
Source: Elaboration on UN DESA, 2013a and ILO data.

With only 234,000 additional jobs created on average every year, the growth
in employment fell largely short of the growth in the labour force, and
unemployment grew at an average yearly rate of 318,000 per year, particularly
affecting young males. As a result of these trends, the RoE declined from
45.8 to 44.5 per cent.

Table 39: Egypt’s main labour market variables, average yearly absolute
change and marginal labour market indicators; 2009-2013

WAP o1 a4 897
Labour force 426 126 552
Employment 158 76 234
Unemployment 268 so . 318
RAA 1011 . 264 615
ROE | 375 159 . 261
RoU 62.9 39.7 57.6

Note: Average yearly absolute change in thousands.
Source: Elaboration on UN DESA, 2013a and ILO data.
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As previously shown, over the next 15 years, the Egyptian WAP will grow at an
average rate of almost 1 million per year. At the current rather-low marginal
rate of participation (which allows for entry into the formal labour market of
all men but only around one quarter of women), this would imply a growth in
labour supply of around 600,000 people per year. To match this increase, the
total number of jobs should increase at an average yearly rate of around 2.5
per cent.

Therefore, although the Government of Egypt will certainly strive to
formulate policies aimed at maximizing economic development and
employment growth, Egypt must be ready to face a situation in which, as in
recent years, employment will grow by less than 300,000 people per year. It is
evident that in this scenario, the only way to avoid a massive decline in the RoE
and an explosion in unemployment is to properly plan and manage consistent
emigration flows.

As before with European Union countries, the report will now propose a
number of scenarios that will draw attention to the future labour market and
demographic situation of Egypt, based on alternative hypotheses of labour
market participation and employment growth.

There are, however, basic differences with respect to the scenarios that have
been previously proposed for the European Union. In this case, what this report
proposes are estimates of the SEL as a function of the usual variables — the rate
of participation and the RoE growth. The report will then analyse the impact on
the demographic trends and the labour market situation of different levels of
emigration that would be possible and desirable with the SEL.

In parallel with what was done in the European Union scenarios, two possibilities
in relation to the rate of participation in Egypt will be considered:

(a) A rate of participation constant at the present value of
51.4 per cent; and

(b) A rate of participation that will reach a value of 60 per cent in
2030 as a result of a higher presence of women in the formal
labour market.




In the case of employment, three alternatives will be considered:
(a) Zero growth;
(b) A rate of growth equal to half the percentage growth of WAP; and
(c) Arate of growth equal to the growth of WAP.

In the case of potential departure countries such as Egypt, assumptions
will have to be made regarding emigration since the interest is in analysing
the impact of emigration on the labour market and demographic variables.
These hypotheses will enable the country in question to consider and appreciate
the economic and social role migration can play. Three alternatives will be
considered:

(a) Zero migration balance (Scenario M1); this extreme case reflects
what will happen if the Egyptian labour market alone has to
address the population explosion that is going to affect the country;

(b) A migration balance equal to half the additional excess of labour
supply (Scenario M2); and

(c) A migration balance equal to the additional excess of labour
supply (Scenario M3).

Table 40 reflects the previous hypotheses on participation and employment.
If the rate of participation will remain constant, the labour force will grow in
15 years from 27.6 million to 35.1 million, while in Scenario B, it will reach
41 million. For what relates to employment, the table represents three situations.
In the first, employment is constant; in the second, it increases, in line with
recent trends, by 290,000 jobs per year; and in the third, it increases by about
425,000.




Table 40: Egypt’s WAP, labour force and employment in six scenarios of labour
force participation and employment growth; 2013-2028

Labour force Employment
A i B
2013 . 537 276 276 235 235 235
2028 : 68.3 351 410 259 279 1 299
2015-2030 14.6 7.5 13.4 2.4 44 6.4

Note: Values are in millions.
Source: Elaboration on UN DESA, 2013a and ILO data.

Table 41 represents the labour surplus generated in the six scenarios being
considered. Values range between a minimum of 1.1 million in Scenario A3
(characterized by a constant participation rate and a growth in employment at
a rate of growth equal to that of WAP) to a maximum of 11 million in Scenario
B1 (in which the participation rate increases, while the employment level
remains constant). The migration balances obviously reflect three hypotheses :
(a) zero migration balance; (b) a migration balance equal to half the additional
labour surplus; and (c) a migration balance equal to the additional labour surplus
and therefore ranging between 0 and 11 million.

Table 41: Egypt’s labour shortage and migration balance in six scenarios of
labour force participation and employment growth; 2015-2030

Scenarios

Additional labour surplus 51 31 11 110 © 90 | 70 ‘
Zero migration balance 0 0 0 0 0 o ‘
Migration balance = halfALS | 26 = 16 06 55 45 = 35 ‘
Migration baIance=AL§ lllllllllllll 5.1 3.1 1.1 11.0 9.0 70 ‘

Note: Values are in millions.
Source: Elaboration on UN DESA, 2013a and ILO data.
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One way to appreciate the different impacts of migration is to compare the
values that the main labour market variables and indicators will assume in
2030, according to different scenarios of participation, employment growth
and migration (Table 42). The following conclusions (some very intuitive)
can be made:

(a) Unemployment is positively related to participation and inversely
related to employment growth;

(b) The RoE is positively related to emigration flows;
(c) The RoU is inversely related to emigration flows; and

(d) WAP is inversely related to the migration balance.
In conclusion, the higher the percentage of the excess labour supply that
Egypt is able to export, the better the situation is in the labour market.

Emigration will in fact reduce WAP and therefore, all other things being
equal, the labour supply and unemployment.
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The impact of the migration balance on total population will now be considered.
In the absence of migration, the total population is expected to increase by 19.1
million (+22.4%) by 2030. The greater absolute contribution comes from WAP
(+14.6 million), while the biggest percentage change will affect the elderly,
whose share will however remain below 8 per cent even in 2030. In effect,
between 2015 and 2030, the demographic transition will still be affecting mainly
WAP and only marginally the elderly (Table 43).

Table 43: Egypt’s population by main age group in absence of migration;
2015 and 2030

Population

Absolute value Percentage composition

0-14 = 15-64 = 65+  Total = 0-15 = 15-65 . 65+  Total
2015 26.2 53.7 5.0 85.0 30.8 63.2 5.9 100.0
2030 27.5 68.3 8.2 104.0 26.5 65.7 7.9 100.0
Absolute change 1.3 14.6 3.1 19.1 -4.4 2.4 1.9 0.0
Percentage change 5.1 27.2 62.6 224 -14.2 3.8 32.8 0.0

Note: Values are in millions.
Source: Elaboration on UN DESA, 2013a and ILO data.

Since migration flows will not only reduce WAP but also the number of births, in
all scenarios with migration, the total population will increase less than it would
in the absence of migration, the difference being, all else remaining equal,
directly linked to the amount of migration (Table 44).
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Table 44: Egypt’s population by main age group in alternative scenarios of
labour force participation and employment growth; 2030

0-14 15-65
100.6 26.5
102.0 26.5
103.3 26.5
96.7 26.6
98.1 26.6
98.6 25.9
M3
94.1 26.7
99.9 26.6
102.5 26.5
86.3 26.9
92.1 26.7
92.3 248

Note: Values are in millions.
Source: Elaboration on UN DESA, 2013a and ILO data.

Finally, the demographic and economic dependency ratios, starting with the
former, should be considered. The estimates have already shown the very serious
informative and analytical limits of the demographic indicators of dependency.
The indicators for Egypt only strengthen the previous conclusions. According to
the demographic indicator, the social and economic situation in 2030 would be
better thanin 2015, and migration would make it worse. Obviously, this depends
on the fact that the denominator (the measurement unit) is provided by the
WAP (Table 45).
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Table 45: Egypt’s demographic dependency ratios in 2015 and in alternative
scenarios of labour force participation and employment growth in 2030

. No migration

403 120 523

M2
N 406 124 531
A2 405 123 527
A3 404 121 524
Bl 410 130 540
B2 409 128 537
B3 395 126 521

M3
AL 413 135 548
A2 407 126 532
A3 404 122 526
BL 423 149 572
B2 | 415 138 553
B3 373 133 507

Source: Elaboration on UN DESA, 2013a and ILO data.

More accurate and correct insight is provided by the economic indicators
(Table 46). In Egypt, during 2015, 1,000 workers supported, in addition to
themselves, 2,610 dependants, which is nearly double the amount of their
European Union counterparts. It must also be stressed that in Egypt, the
largest group of dependants is represented by the non-labour force in working
age (42.5% of the total), followed by the young (35.2%).

As was to be expected, the scenarios show that in order to confront the negative
impact of demographic trends on the social burden, the focus should not only
be on expanding employment, but in situations like that of Egypt — that is, of
countries in the initial phase of the demographic transition — on the extremely
important role that emigration plays should also be considered.
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Table 46: Egypt’s economic dependency ratios in 2015 and in alternative
scenarios of labour force participation and employment growth in 2030

2610 | 1,113 | 173 | 1,110 | 214 \ 427 | 66 | 425 | 82

YEDR | UEDR
Al 3018 1063 = 356 1283 = 316 | 352 118 . 425 105
A2 2730 . 987 . 258 1191 = 203 | 362 = 95 . 436 107
A3 2480 921 174 1111 . 274 | 371 . 70 = 448 = 110
BL 3018 & 1063 583 . 1056 = 316 | 352 . 193 350 = 105
B2 . 2730 . 987 470 . 980 = 293 | 362 . 172 359 = 107
B3 2480 @ 921 371 914 274 | 371 150 = 369 = 110
M2
Al 2887 1031 = 305 = 1235 = 316 | 357 . 106 . 428 109
A2 265 @ 969 .« 229 | 1164 = 203 | 365 = 86 . 438 110
A3 2455 915 164 1,102 = 274 | 373 = 67 . 449 . 111
BL . 2737 = 995 . 455 . 970 = 316 | 364 = 166 = 355 115
B2 . 2516 . 935 373 . 915 . 293 | 372 | 148 364 = 117
B3 2297 . 856 301 87 274 | 372 131 377 119
M3
Al 2999 1067 = 328 1257 = 348 | 356 = 109 . 419 116
A2 2581 951 . 201 113 = 293 | 368 = 78 = 440 114
A3 2430 909 155 1093 = 274 | 374 = 64 . 450 . 113
Bl . 2668 . 987 . 400 . 934 = 348 | 370 | 150 350 130
B2 . 2302 883 = 275 . 80 . 293 | 384 . 120 = 369 = 127
B3 2089 765 230 80 274 | 366 110 = 393 = 131

Source: Elaboration on UN DESA, 2013a and ILO data.
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SOME FINAL CONSIDERATIONS

From a global approach, a major implication of the migration model is that
the twenty-first century will witness migration flows of an unprecedented
size. This will be provoked by the demographic polarization that is going to
characterize the planet.

The scenarios show that the Mediterranean will be one of the areas most
affected. As suggested by the expected trends in WAP and previous analysis
(Bruni, 2009, 2013 and 2016), the other area that will register immigration
flows of even larger sizes will be East and South-East Asia, where the structural
lack of labour supply that will affect China, Japan, Thailand and Singapore will
attract an unprecedented number of migrants. Another pole of attraction will
be represented by the Gulf countries where the interplay of economic trends,
demographic trends and the complex labour market segmentation (Bruni and
Salvini, 2015) will also determine a significant need of foreign labour.

To understand that the phenomenon of mass migration is unavoidable will oblige
governments and international organizations concerned to face crucial decisions
as to whether to let this process be largely supervised by illegal organizations
or manage it within a well-planned and legal framework. This is what will be
considered in the third part of the paper.
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of Mediterraneadn
migrafion flows:

A proposal

A SURVEY OF THE LITERATURE ON THE SOCIAL
AND ECONOMIC IMPACT OF MIGRATION

Introduction

The social and economic impact of migration is a hotly debated topic that
interests not only economists and demographers, but also civil society and
policymakers even more so. This interest is fully warranted by both the growing
importance of the phenomenon, as well as the size of the international migrant
stock. Moreover, as previously shown, there are very valid reasons to argue that
not only will migration flows continue to increase, but that they will become one
of the dominant political and economic features of the twenty-first century. It is
therefore of paramount importance to take a stand on this topic.

There is no doubt that migration flows have a number of serious impacts on the
social, economic and political realities of both arrival and departure countries.
In both groups of countries, the major economic effects will concern the labour
market, the budgetary situation and demographic trends (especially the ageing
process). However, it is evident that there are other numerous social and
political effects linked to education, welfare, urbanization and others — that is,
with socioeconomic development.
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This section will shortly recall the literature concerning the impact of migrations
both on arrival and departure countries, the broad spectrum of opinions that
have been expressed by economists, demographers and other social scientists,
as well as the main conclusions that have been reached. The review does not
aim for completeness, but only to single out a few contributions covering some
of the most debated issues in arrival countries.

The conclusions drawn from research conducted in many arrival countries have
been much more positive towards migration than has the attitude of many
citizens and politicians. However, it can be argued that in order for this research
to be properly interpreted, it must be viewed within a framework in which
migration is recognized not merely as an option but as a necessity.

Given the vast amount of research conducted on this topic and the variety of
approaches and methodologies present in the literature, the survey will be
largely based on previous surveys and mainly on two recent ones (and the
bibliographies therein).*® This report will also consider some recent studies on
the fiscal impact of migration on several European Union countries.*’

Arrival countries

Surveying the literature on the empirical impact of migrations, Kerr and Kerr
(2011) have included topics such as the assimilation of migrant workers into the
local labour market, and their impact not only on the working conditions of local
workers, but also on the public finances of host countries.

The paper recalls that numerous studies have shown that upon arrival, migrants
experience lower status employment and lower wages than natives, but with
time, these differences are likely to diminish. However, recent migrant cohorts
are expected to experience permanently weaker labour market success,
especially in European countries. With regards to the impact of migration on the
working conditions of the arrival country, it is found that adverse labour market
effects are substantially weaker than often perceived. In fact, most studies find
only minor displacement effects even after very large migrant flows. Some larger
effects have been found with regard to the less educated or the earlier migrant
groups, that is, those closest in employment level to the new migrant. Above all,
however, migrants can reduce the skill shortage in arrival countries.

46 Kerr and Kerr (2011); Drinkwater et al. (2002).
47 More specifically, research conducted in the United Kingdom, Germany and Italy will be considered.




In terms of the issue of growth and migration, Drinkwater et al. (2002)
conclude that:

e Inarrival countries, migration should increase growth both in terms
of endogenous and short-term growth, especially if the majority of
migrants are highly skilled; and

e In departure countries, the outflow of skilled workers from sending
countries might have a detrimental effect; however, the migration of
the highly skilled can bring about positive effects in that it is likely to
encourage the formation of human capital.

Another major issue is certainly that of the fiscal burden. Already at the
beginning of the recession, Boeri (2010) emphasized that the “Mounting
concerns of the EU population with respect to immigration are indeed
driven by the fear that migrants represent a fiscal burden mainly because they
drain public resources as recipient of the generous social transfers introduced
in Europe to prevent social exclusion.” After noting that, it is precisely for
this reason that national governments are tightening their migration policies
and cutting down on welfare access to migrants, Boeri recalls that: “This does
not seem to reduce migration flows, nor to significantly affect the skill
content of migration. The only visible outcome is that policy instruments
devised to promote social inclusion are quite paradoxically becoming
weapons of mass exclusion.”

The most important point, however, is that the literature does not support these
fears. According to Kerr and Kerr (2011), welfare dependency presents a large
variance across the typology of migrants and depends mainly on the policies
adopted by different countries and their institutional setting. More specifically,
a series of recent studies by countries, such as Germany, the United Kingdom
and lItaly, have shown that national budgets experience a net positive impact
from migration.

Bonin, from the Centre for European Economic Research (Bonin, 2014), has
shown that Germany profits remarkably from migration. The conservative
estimate of the paper is that in 2012, the German budget had a net gain of
EUR 22 billion from the 6.6 million migrants (still without German citizenship),
or EUR 3,300 per capita. The paper states that Germany will continue to
gain in the future: on average, migrants over the course of their life will pay
EUR 22,300 more to the German State than they will receive in transfer
payments. The study also emphasizes that in the absence of migrants, Germany
would face a substantial shortage of skilled labour, as well as high fiscal




burdens as a result of its ageing and shrinking population. Bonin suggests that
Germany should adopt a “bold immigration policy of 200,000 young people per
year with better than average levels of qualification: 20 per cent low skilled,
50 per cent medium skilled and 30 per cent high skilled labor”.®® This skill
combination would produce a net average gain of EUR 406 per migrant that
could be used to finance a EUR 26.3 billion in educational programmes for young
migrants below the age of 30 and who fall below the average taxation level.

With regard to public finances, Dustman and Frattini (2014) argue that migrants
are not a drain on the United Kingdom’s finances; instead, they pay out far
more in taxes than they receive in State benefits.*® Secondly, migrants who
came to the United Kingdom after 1999 have made positive fiscal contributions
irrespective of their origin. More specifically, between 2001 and 2011, the net
fiscal contributions of recent EU10 migrants amounted to almost GBP 5 billion,
those of other recently arrived European migrants to GBP 15 billion, and those
of recent non-European migrants to GBP 15 billion. Finally, migrants, by bringing
with them their educational qualifications paid for by their countries of origin,
provide savings to the taxpayer. Calculations show that between 1995 and 2011,
European migrants endowed the United Kingdom’s labour market with human
capital that would have cost GBP 14 billion had it been produced through the
British education system, while non-European migrants brought human capital
that would have cost more than GBP 35 billion, with an overall total of GBP 49
billion in savings.

Recent studies show similar results for Italy. At present, the fiscal contribution
of migrants is positive, and there is no doubt they are contributing to pensions
received by Italians (Gabriele, 2014). Estimates suggest that the positive role
of migrants will continue in the long run, but this will depend on the capacity
of the system to promote the integration of foreigners in the regular labour
market. Other recent calculations (Fondazione Leone Moressa, 2012) show that
in 2011, Italian residents born abroad contributed EUR 16.3 billion to the Italian
budget, while the total cost borne by Italy was EUR 12.6 billion.

In summary, previous research conducted on the impacts of migration on the
host country has concluded that migration has a positive impact both on the
labour market and the national budget.

48 As seen in the previous part of this paper, this number of migrants would be insufficient even in a
situation of stable employment.

49 The paper shows that between 1995 and 2011, migrants residing in the United Kingdom have been
generally less likely than nationals to receive State benefits or tax credits or live in social housing, which
is also true for recently arrived migrants.




Departure countries

The impact of emigration on departure countries has attracted much less
interest and attention, with the most debated topic being the issue of “brain
drain”. Various evaluations on this issue have been proposed, and must be
completely reconsidered on the basis of the conclusion and proposals.

In terms of the capacity of remittances to boost the economy of departure
countries, the prevailing argument posits that the degree of impact depends
on how the remittances are used. If they are used for consumption purposes,
as it is often the case, remittances produce an increase in the price level and in
imports, as well as an overvalued exchange rate. The problem therefore is that
of devising policies that will divert remittances for productive purposes.

The following paragraph and the discussion of policy measures in the subsequent
one will consider other relevant aspects of the impacts of the migration process
in departure countries.

Some final considerations

A survey of the literature on the impact of migration shows that despite the
difficulties of measuring the plausibility of different analyses and comparing
them, previous studies all seem to agree that migrations have positive net
effects both on arrival and departure countries.

This literature, in keeping with the dominant supply-side vision underwriting the
majority of migration theories from which impact models are derived, evaluates
and judges migration flows mainly on the basis of their social and economic
advantages and disadvantages.

The analysis presented in this paper suggests that the existing literature
misses the most important aspect of migration, the fact that migration is
not merely an option with relative advantages and disadvantages, but is a
sheer necessity for both arrival and departure countries, mainly as a result
of the demographic polarization that is affecting the planet. Moreover, this
report argues that a country will continue to need foreign labour — and will
therefore attract migrants — so long as it is affected by a structural lack of
labour, that is, as long as WAP will present a structural imbalance between
generational entries and generational exits.




Once this perspective is adopted, the growing empirical evidence that
migrations have positive effects on the labour market of arrival countries and on
their fiscal situation remains interesting and pertinent, but these considerations
should follow the initial concerns regarding the quantitative and qualitative
characteristics of the structural lack of the labour force. It is certainly important
that even very large migrant flows have only minor displacement effects on
local workers, with the possible exception of the less educated, and that they
slow down the ageing process and make a notable fiscal contribution. However,
it is necessary to understand that regardless of these varying challenges and
impacts, migrant flows are essential in providing the arrival country with the
workforce necessary to maintain economic growth (without forgetting that
migrants are also an important source of new entrepreneurship). Above all,
migrants increase the TFR in the arrival country, which will help that country
to move towards equilibrium in WAP. In assessing the role of migrants in arrival
countries, the focus should therefore shift from an evaluation of the short-
term advantages and disadvantages of migration flows, to an estimation of the
guantitative and qualitative need for foreign labour that is necessary to create
a condition of short-term and long-term equilibrium in the labour market, and
to a consideration of how to manage the unavoidable migration flows in an
efficient, economically correct and humane way.

A similar argument applies also for countries that are going to be affected by
a growth in WAP — and therefore in the potential labour supply — of such a
size that it cannot be counterbalanced by economic growth. Furthermore, in
this case, it remains true that migration plays many important roles, such as
reducing the SEL supply — and therefore of unemployment and poverty — and
providing remittances that could, if properly channelled, contribute to economic
growth and development. However, emigration is especially important, indeed
essential, insofar as it contributes to lowering the number of births and the
TFR, and is therefore the only phenomenon that might accelerate the process
towards an equilibrium of WAP, thereby eliminating the SEL.

However, is it really true that migration is the only possible solution to not
only the structural lack of labour in potential arrival countries but also to the
excess of labour in departure countries? Before discussing how to properly
manage migrations across the Mediterranean basin, it is necessary to
analyse whether migrations are the only possible answer to the SSL. At the
theoretical level, the answer is certainly no; in theory, alternatives do exist,
but are they practicable?




ALTERNATIVE TO MIGRATION

Two types of alternatives will be considered: the first consists of reducing
economic growth in order to avoid migration; the second is adopting industrial
and labour market policies designed to make the available WAP sufficient to
reach the desired rate of economic growth.

Is de-growth a solution to the shortage of labour?

The term “de-growth” is normally used to indicate an economic strategy aimed
at responding to the limits-to-growth dilemma. It advocates the downscaling of
production and consumption, arguing that overconsumption lies at the root of
long-term environmental concerns and social inequalities. This strategy does not
require a reduction in well-being, but exponents of de-growth aim to maximize
happiness and well-being through non-consumptive means — for example,
sharing work, consuming less — while devoting more time to art, music, family,
culture and community.

Here, de-growth is used in a different, non-ideological sense as a strategy to
guide GDP growth per capita. This would consist of planning a path for GDP
growth that would allow an increase of GDP per capita (a rough measure of
economic well-being), with the available labour force.

The problem will be exemplified by utilizing Germany’s data, and assume a desired
growth of GDP per capita of 20 per cent over the 2015-2030 period. During
the same time interval and in the absence of migration, the total population
of Germany is projected to decline by around 6 per cent. Therefore, in order
to reach the desired growth in GDP per capita, GDP would have to increase by
around 14 per cent. In the same time period, the WAP would decline by 16 per
cent. Assuming a constant RoE, the growth in labour productivity would have
to exceed the rate of GDP growth by around the same amount. Certainly, the
higher the desired rate of growth in GDP per capita and the more pronounced
the decline in WAP, the higher would have to be the needed growth rate of
productivity.

In essence, the GDP per capita of a country can increase while the level of
employment declines if the economic system succeeds in keeping the rate
of growth of productivity above the rate of growth of production for the
whole period in which WAP will decline, the amount being approximately
equal to the decline in WAP.




In evaluating the plausibility of this solution, it must be remembered that
demographic trends suggest that the decline in WAP will continue for a very
long time in countries already affected by this phenomenon, while numerous
other countries will soon enter this situation. It must also be emphasized that
between 1990 and 2008, the level of employment increased in all industrialized
countries; the values ranged between a maximum of 120 per cent in Luxembourg
and the minimum values below 10 per cent in Denmark, France, Japan, Italy,
Sweden and Finland (Bruni, 2014).

Finally — and this seems to be the most significant objection — it is difficult to
believe that entrepreneurs will accept a limit to the possibility of expanding
production and be willing to operate in an economic context that restricts the
rate of economic growth.*

Managing a labour market characterized by a structural lack of labour

Once the possibility of eliminating the need for migration by reducing the level
of employment acting on the rate of growth of GDP is abandoned, the policies
that should be adopted by potential arrival countries in order to reduce the
need for foreign labour can then be discussed. Such measures can be classified
according to whether they act on the demand or the supply side.

Demand side measures

Two types of policies can be implemented in order to reduce the demand for
labour: (a) increasing productivity; and (b) delocalizing production.

In the previous section, it is argued that productivity cannot be a global solution
to the problem of labour shortage, but it is evident that, all else being equal,
capital intensive development strategies can reduce the need for foreign labour.
However, such strategies find an obvious limit in countries where two thirds of
the employed work in the service sector.

50 However, it should be remembered that the de-growth strategy as it has been defined here will
probably become the only available strategy in the second half of the century when the WAP of the
planet will start to decline.




What about delocalization? To this effect, it should be noted that:

(a) Delocalization of production has already been largely pursued by
many European countries, without having an evident effect on their
labour needs;

(b) Europe is not the only area that will be interested in delocalizing
production due to the shortage of labour supply; its biggest
competitors will be China, Taiwan Province of China, Japan, Thailand
and the Republic of Korea (Bruni, 2012b, 2013, 2014), and many of
these countries already have long experience of this process and
specialized agencies to foster it; and

(c) Not everything can be produced abroad and since the labour
shortage will continue and even become more pronounced, this
kind of policy will require strategic decisions, accurate planning, as
well as specialized and effective agencies.

In conclusion, productivity and delocalization can contribute to reducing the
need for foreign labour, but they cannot be the solution. A different opinion has
been expressed in a recent World Bank study, which suggests that productivity
and delocalization can solve the dramatic problem of labour shortage that in
the next 15 years will affect China (World Bank, 2012; for an opposing view, see
Bruni, 2013 and 2014).

The future will tell whether the World Bank’s hypothesis is correct or if mass
migration will be the answer to the problem of the growing structural lack of
labour that will affect a growing number of countries.

Supply side measures

It might be thought that the most obvious response to the SSL is to activate
social and economic measures aimed at increasing fertility. However, such
policies cannot produce any results for at least the next 15 to 20 years,
as it is in this period that the entries in WAP will be represented by young
people who have already been born. Moreover, empirical evidence shows
that while there is some indication that policies can reduce fertility, no
clear evidence supports the opposite case.

Nevertheless, it should be remembered that a long-term solution to the problem
of labour shortage will be achieved only if and when a country reaches a TFR
above two children per woman. Therefore, every country in the third phase of




the demographic transition should strive to increase fertility and bring it above
replacement level. In this context, it could be argued that migration is the best
policy since migrants bring with them, and keep at least for the first generation,
a TFR above replacement level.

Another measure to reduce the need for foreign labour, one that is generally
proposed in all countries around the world, is an increase in participation. It is
previously seen that the European Union has a rather high rate of participation
(almost 75%), with only seven countries below 70 per cent, but above
65 per cent. The scenarios have shown that every one point increase in the
rate of participation would reduce the European Union’s yearly need for foreign
labour by around 175,000 people. It must also be recalled that the low level of
labour market participation in a certain number of European Union countries
is determined not only by the low level of labour demand, but also by the lack
of services provided to the families (Gauthier, 2007). Finally, while all countries
are affected by an ageing process that will be accompanied by extraordinary
social changes, the duration of the economic phases of life will also present
major changes, the most important being a notable extension of the training
phase. This suggests that in order to increase participation towards the Swedish
level, governments should not limit themselves to raising the retirement age,
but rather design and implement integrated solutions that should be envisaged
as an engineering of the phases of life.

Finally, the most discernible measure for reducing the need for non-European
Union labour would be an increase in internal mobility, a measure however,
that can only have a limited time span, given that all European Union countries
are going to be affected by labour shortages. It is however extremely plausible
that internal migration from the “poor” European Union countries to the “rich”
European Union countries will continue, enabled by a substitution of local labour
by foreign labour in the poorer countries of the European Union. In this way, it
might be argued that in the very near future, Eastern European countries might
become the favourite transit route for international migrants towards the centre
of the European Union as they could provide temporary work for the migrants.




SOME FINAL CONSIDERATIONS

The main thesis of this paper is that the positive and increasing migration
balances that are affecting numerous developed countries, and which will continue
to affect an increasing number of countries, are produced by a structural lack of
local labour supply. Along with this structural lack is the presence of an unlimited
supply of labour in developing and underdeveloped countries, which is going to be
increasingly concentrated in a diminishing number of countries: the poorest of the
planet.> This is due to the decline in fertility that is affecting, though at different
stages, almost every country on the planet.

At the empirical level, this paper has estimated that in the next 15 years, the
European Union will be characterized by an SSL of around 2.2 million per year, a
value that can be higher or lower depending on the following:

e Growth in employment, and therefore the economic growth of
the European Union and its typology;

e Trends in labour force participation; and

e Measures adopted to reduce labour demand and increase
labour supply.

It is also evident, as is clearly shown by the historical data, that all the
previously adopted policies aimed at halting migrants that were needed
by the economic system are not only ineffective but economically inappropriate
(Castles, 2004).

It is also shown that the countries on the northern shore of Africa (but not only
these) will be affected by a specular situation, that is, by an excess of labour
supply that cannot be absorbed by the local demand.

51 However, it should be recalled that situations where there is a structural lack of labour supply and an
SEL supply can also be generated by economic trends. The Republic of Moldova is a good example
of a country where economic collapse and a consequent dramatic decline in the employment level,
produced by the transition from a command economy to a market-based economy, has generated
an SEL supply (Bruni, 2009). An example of SSL supply in the presence of a positive natural growth of
WAP is provided by the United States where between 1970 and 2005, employment grew by 75 million,
while the natural growth of WAP has been only 45 million. More recently, the best example of this
situation is provided by the Gulf countries whose labour markets are characterized by a complex set of
segmentations (Bruni and Salvini, 2015).




The author’s thesis (a demand-side thesis) is in direct contrast with the
prevailing migration theories and their empirical applications. At the theoretical
level, the largely prevailing supply-side theory envisages migration as mainly
a security problem. Thus, the main policy produced by this approach has
been the introduction of largely insufficient quotas, normally limited to a few
occupations in which the lack of local supply was highly evident, and efforts to
limit or impede the exits from departure countries, in exchange for economic aid
largely insufficient to face their structural excess of labour. These policies have
inevitably resulted in irregular mass migration flows,>? followed by expensive
and politically difficult-to-promote legalization procedures, once the market had
clearly shown that in fact, those irregular migrants were already employed and
needed by the productive system. It should be evident by now that manpower
needs cannot be eliminated by law or with the use of an army.

Moreover, the supply approach could not, from its intrinsic nature, provide
models capable of indicating which countries are potential arrival countries and
which are potential departure countries, when one situation would turn into
the other, and especially answer the question of how many migrants would be
needed by arrival countries.

As a result, the leading institutes in charge of producing demographic
forecasts have adopted unrealistic hypotheses on migration, which in turn have
produced an unrealistic picture of the demographic future of the planet. This
approach, in fact, has led these institutions to forecast that countries in the
last phase of the demographic transition will be affected by a decline in total
population, an even more pronounced decline in WAP and an increasing process
of ageing, while countries in the previous stages of the demographic transition
will experience an unprecedented population explosion, while international
migrations will fade away.

52 This approach has clear advantages for some economic actors. In the first place, it allows the labour-
intensive sectors, like construction and agriculture, to exploit cheap labour. Moreover, as the present
global crisis is showing, migrants, and especially irregular migrants, represent a buffer for local workers
in periods of recession. It also allows governments to take a conservative stance on the migration
issue, so as not to lose the consent of large shares of the population who are ideologically averse to
migration. However, it also has numerous drawbacks. In the countries of arrival, it can reduce the
incentive to technological innovation by allowing companies to pay wages far below the market value.
It implies the high cost of trying to prevent irregular entries and expel irregular migrants often needed
by the labour market. Moreover, it has an extremely large human cost with extremely high numbers
of deaths of young people and children trying to irregularly cross borders, the annihilation of small
fortunes accumulated by families in order to allow a family member to take to the road in pursuit of a
better life in a new country, as well as the destruction of hopes and dreams.




Finally, the standard projections strongly suggest that the demographic future
they represent is “inevitable”, since it is not connected to the socioeconomic
sphere. As previously emphasized, until now politicians, and unfortunately also
economists, have not questioned the realism of these projections and are using
them to forecast labour market variables and plan economic policies.

As previously seen, the model and the methodology proposed lead to very
different conclusions. The structural lack of labour force, present in countries
with below replacement level fertility, together with their drive to economic
development, will attract an unprecedented number of economic migrants that
will produce an increase in total population, an even bigger increase in WAP,
and will slow down the ageing process. It has also been argued that, given the
structural nature of the problem, arrival countries (among them European
countries) will not be able to eliminate or even substantially reduce migration
by increasing productivity, delocalizing production or adopting other economic
and labour market measures. At the same time, the projected increase of WAP
in developed and underdeveloped countries (also among countries along the
southern shore of the Mediterranean) is such that the economic growth needed
to create an increase in labour demand, in keeping with the growth in labour
supply, is totally out of reach. In conclusion, for both types of countries:

Migration is not an option but a necessity.

The most important point raised by this paper, however, is that migration
flows (and therefore demographic development), should not be seen as an
unavoidable phenomena to put up with, and to which the economic sphere
must adapt to, but as a variable that can be forecasted and managed. Moreover,
the demographic situation of potential arrival and departure countries is
specular and complementary. The clear implication is that it is in the interest
of both countries not to passively endure migration flows, but to develop a
methodology that can help manage them in a cooperative way.




MANAGING THE MEDITERRANEAN MIGRATION
FLOWS: A PROPOSAL

This paper represents an initial step of a process that should lead to a cooperative
management of migration flows between the southern and northern shores
of the Mediterranean. The proposal is a phased approach towards building
cooperation between countries across the Mediterranean to meet the
demographic and economic challenges they will both face in the coming years,
a process that aims to better plan for and maximize the potential of demand-
driven migrations.

The precondition is the high-level political understanding needed to counteract
years of xenophobic anti-migrant rhetoric that has been fuelled by the 2008
financial crisis and the fear and uncertainty that has resulted from it. With this
in mind, there is a need for constructive dialogue regarding the need for labour
migration between these countries and potential sending countries in order to
create a common vision of how this need can be addressed in an organized and
mutually beneficial way.

In the absence of such an agreement, labour market imbalances (with gaps in
industrialized countries and surpluses in others) will continue to draw irregular
migrants seeking better livelihood opportunities and risking their lives, often in
the hands of smugglers, on potentially fatal journeys.

The overall objective of the proposed intervention is to

Assist countries across the Mediterranean to better plan for and
maximize the potential of demand-driven migration.

To this end, the programme foresees three outcomes that correspond to three
subsequent phases of implementation, with each building upon the cooperation
created during the previous phase, in order to achieve higher degrees of
mutually beneficial long-term results. They are as follows:

(a) European and potential sending countries across the Mediterranean
agree on realistic forecasting methods to ascertain their respective
labour migration needs;

(b) European and potential sending countries coordinate evidence-
based labour migration policy and mechanisms through a Labour
Migration Observatory; and




(c) Labour migrants are actively matched to job opportunities in
Europe through a Placement Centre with access to labour market
information in both sending and receiving countries.

The first phase and its outcome focuses on assisting countries on both sides
of the Mediterranean and on both sides of the migratory circuit, both sending
and receiving, in order to agree upon not only what their mutual needs are, but
also how these needs can be best calculated. This phase will involve developing
and testing methodologies for projecting labour market deficits and surpluses.
Through consultations with potential sending countries, a few target countries
with the most interest and willingness to engage in the project will be identified,
and key officials in these countries will be trained in the methodology. Also,
based on the results of applying the methodology to European Union countries,
a few European partners will be identified as those with the greatest potential
need for labour migrants. As a culminating event, representatives of these
countries will be brought together to be presented with the findings of the
various projections and begin discussing a framework for cooperation on labour
migration.

The second phase will take this cooperation a step further. The programme
will facilitate follow-up bilateral meetings between the sending and receiving
countries participating in the conference in order to reach an agreement on pilot
labour migration schemes. At the same time, if a clear need is identified during
the conference, the programme will establish the Labour Market Observatory in
one of the potential sending countries that will serve as a hub for information,
expertise and training. Staffed by trained experts on labour market assessment
in general and the specific methodology that was developed, the Observatory
will help participating countries to continue collecting and exchanging labour
market information in a systematic manner, in collaboration with the national and
international institutions already operating in this field. In turn, this information
will be provided to policymakers so that they can review and adjust vocational
training, educational, and other labour-market related policies towards the
needs of European labour markets in order to facilitate the mobility of their
workers.

The third and final phase will see all the above-mentioned groundwork reach
fruition through the active insertion of labour migrants into the European labour
force. The programme will use the results of successful pilot labour migration
schemes during the previous phase to facilitate the expansion of these into
broader bilateral agreements on labour mobility. Based on the agreements
reached, especially on data sharing, and in coordination with all the participant




countries, a Placement Centre will be established to match workers in sending
countries to opportunities abroad. The Placement Centre will target sectors
underserved by private recruitment agencies, such as lower-skilled positions and/
or those that would provide little financial profit for the recruiters themselves.
The Centre, furthermore, would be a public institution tasked specifically with
the implementation of the agreements on labour mobility reached and the
projections of deficits and surpluses identified, thus, responding to the public
need rather than private interests.
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Annexes

DEMOGRAPHIC AND LABOUR MARKET SCENARIOS
FOR SIX EUROPEAN UNION COUNTRIES

Between 2015 and 2030, Germany, ltaly, Poland, Spain, France and the
United Kingdom are expected to experience the most pronounced absolute
decline in WAP in the European Union. These countries are characterized by
large differences in participation, employment and unemployment, as well as in
the expected decline in WAP. However, the scenarios show that for all of them,
a positive migration balance is not an option but rather a necessary condition to
expand production.

Germany

In 2015, Germany’s labour market was in a healthy state with the RoE at
76.7 per cent,>® much higher than the European average, and an RoU of
4.6 per cent, which was less than half the overall European Union level.

53 The value is computed dividing total employment by the WAP.

PROMOTING A COMMON UNDERSTANDING OF MIGRATION TRENDS -l -| 5




Given the country’s negative natural trend in WAP, since 1997, the increase in
WAP has been ensured only by migrants and the absolute increase in labour
force has been equal to that in WAP. As a consequence, the rate of participation
has been progressively increasing, and unemployment has been declining after
reaching a peak of more than 4.5 million in 2005.

Continuing this historical trend, in absence of migration, the WAP will continue
to decline at an average rate of 568,000 people per year, which, at a constant
rate of participation, implies a decline of 454,000 members of the labour force.
Assuming that the rate of participation will increase to 85 per cent (Scenarios B),
the decline will still be equal to 299,000 (Table A1).

Table Al: Germany’s WAP, labour force and employment in 2015 and in
alternative hypothesis of labour force participation and employment
growth in 2030

Labour force Employment

2015 53.2 42.4 42.4 40.5 40.5 40.5

2030 44.6 35.6 37.9 40.5 42.9 453

Absolute change -8.5 -6.8 -4.5 0.0

Yearly average ;
change (thousands) :

-568 454 299 0 162 . 324

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The labour shortage would then range between 4.9 million (Scenario B1) and
12.8 million (Scenario A3), which would imply yearly migration balances of
between 329,000 and 855,000 (Table A2). It is evident that even under the most
“favourable” conditions, migration will not be just an option but a necessity.
Using the same methodology adopted for the European Union, the most probable
level of the migration balance is around 592,000 people per year.

116 Ameees




Table A2: Germany’s labour shortage and migration balance in six scenarios of
labour participation and employment growth in the period 2015—
2030

Scenarios

Labour shortage -6.8 -9.2 -11.7 -4.5 -6.9 9.3

Migration balance 7.5 10.2 12.8 4.9 7.6 10.3

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The WAP and LF will tend to increase in all scenarios in which employment is
assumed to increase from the 2015 level, the improvement being positively
related to employment growth and inversely related to the rate of participation
(Table A3); unemployment and the RoU will decline in all scenarios.

Table A3: Germany’s main labour market variables and main labour market
indicators in 2015 and in six scenarios of labour force participation
and employment growth in 2030

WAP Labour force Employment Unemployment ‘ RoA

Al 52.4 40.8 38.9 1.8 77.7 74.2 4.5
A2 55.0 42.8 413 1.5 77.7 75.0 3.5
A3 57.6 44.7 43.6 1.2 77.7 75.7 2.6
Bl : 513 41.1 H 38.9 H 2.1 80.0 : 758 5.2
B2 53.9 43.1 413 1.9 80.0 76.5 43
B3 56.5 45.2 43.6 1.6 80.0 77.2 35

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

With regard to demographic trends, Germany exemplifies the implications of
the model. The growth in employment will require an inflow of migrants that
will produce a relative increase in WAP and in the number of young people
(Table A4). As a result, and in contrast to general opinion, the decline in births
will “produce” an increase both in the WAP and total population.
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Table A4: Germany’s population by main age group in 2015 and in six
scenarios of labour force participation and employment growth in 2030

Total ‘ 0-14 | 15-64 | 65+

104 532 171 = 8.7 | 129 = 659 212  100.0

No migration 9.9 44.6 22.1 76.7 12.9 58.2 28.9 100.0
Al 11.6 52.1 22.1 85.9 135 60.7 25.8 100.0
A2 12.2 54.8 22.1 89.1 13.7 61.5 24.8 100.0
A3 12.8 57.5 22.1 92.4 13.9 62.2 24.0 100.0
Bl 11.0 49.6 221 82.7 13.3 59.9 26.8 100.0
B2 11.6 52.2 22.1 86.0 135 60.7 25.7 100.0
B3 12.2 54.9 221 89.3 13.7 61.5 24.8 100.0

Note: Absolute values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

To fully understand the impact of migration flows, the dependency ratios
should be considered. Starting from the demographic indicator (Table A5), in
the absence of migration, the TDR is projected to increase from 518 to 719 in
2030. In all scenarios with migration, the 2030 values are much lower, ranging
between a minimum of 608 and a maximum of 670. What is interesting is that
this result derives from a lower increase in the elderly dependency ratio.

Table A5: Germany’s demographic dependency ratios in 2015 and in six
scenarios of labour force participation and employment growth in 2030

| 196 322 518 |
.22 |

No migration 222 496 719

AL 223 425 648

A2 223 404 627

A3 223 385 608

B1 223 447 670

B2 223 424 647

B3 223 403 626

Source: Elaboration on UN DESA, 2015 and ILO data.
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According to the economic indicator of dependency, (Table A6) in 2015,
1,000 employed had to support, alongside themselves, 994 dependants, a much
lower value than the European Union average. The major group of dependants
is represented by the elderly, at 42.6 per cent, followed by the inactive (26.7%)
and the young (25.8%), with the unemployed representing only 4.9 per cent. In
15 years, allowing for migrants to compensate the natural labour shortage, the
increase in the number of dependants would be quite limited, the 2030 total
economic dependency ratios ranging between a minimum of 970 in Scenario
B3 (a value below the 2015 level) and a maximum of 1,122 in Scenario Al. The
result is the balance between an increase in the number of the young, and
especially of the elderly, which is only partially compensated by a decline in the
number of the unemployed and the inactive in working age.

Table A6: Germany’s economic dependency ratios in 2015 and in six scenarios
of labour force participation and employment growth in 2030

TEDR | YEDR UEDR IEDR OEDR | YEDR

. 9%4 | 257 48 265 424 | 258 . 48 . 267 = 426
.. ;0 |
AL 1122 | 287 | 28 260 547 256 25 232 488
A2 1078 | 285 19 . 258 516 | 264 18 = 239 479
A3 1039 | 283 12 . 256 | 489 272 0 11 246 470
BL . 1,045 | 273 41 . 184 547 61 39 176 = 524
B2 1005 | 271 . 35 183 516 | 270 = 35 182 = 514
B3 970 | 270 30 182 489 | 2738 31 187 504

Source: Elaboration on UN DESA, 2015 and ILO data.
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Italy

The labour market situation in Italy is extremely different to that of
Germany. It is important to recall that the Italian employment rate (57.4%) is
18.7 percentage points lower than the German one, while the unemployment
rate (12.1%) is 7.5 percentage points higher. It can be recalled that between
2008 and 2015, employment declined by 1.35 million, while the WAP declined
by 896,000 and the labour force remained constant. These trends produced a
high participation rate (65.4%), which is, however, still 8.9 points lower than the
European average. What Germany and ltaly have in common is an extraordinary
decline in WAP that, in the case of Italy, is equal to-4.5 millions (-12.5%) over the
2015-2030 period (Table A7).

Table A7: Italy’s WAP, labour force and employment in 2015 and in alternative
hypothesis of labour force participation and employment growth in 2030

Labour force Employment
A i B
2015 38.2 25.0 25.0 21.9 21.9 21.9
2030 33.4 21.8 23.4 21.9 23.3 24.6
Absolute change -4.8 -3.1 -1.6 0.0 1.3 2.6
Yearly average 319 208 -105 0 88 176
change (thousands) : H ;
\ Note: Values are in millions.

Source: Elaboration on UN DESA, 2015 and ILO data.

The expected migration balance for the period in consideration ranges between
a minimum of 1.7 million (Scenario B1, growing rate of participation and stable
employment level) and a maximum of 6.3 million (Scenario A3, constant rate of
participation and an average yearly growth in employment by 324,000 jobs per
year) (Table A8). The most probable scenario would place the migration balance
at around 269,000 people per year.
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Table A8: Italy’s labour shortage and migration balance in six scenarios of labour
participation and employment growth in the period 2015-2030

Scenarios

Labour shortage -3.1 -4.4 -5.8 -1.6 -2.9 -4.2

Migration balance 34 4.9 6.3 1.7 3.2 4.6

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

In the case of Italy, WAP is projected to increase only in Scenario A3 and the
labour force in scenarios A3, B2 and B3 (Table A9). The most interesting point
here, however, is that in spite of migration flows, unemployment and the RoU
are expected to decline in all scenarios. Certainly, the phenomenon is more
pronounced the higher the growth in employment.

Table A9: Italy’s main labour market variables (value in million) and main
labour market indicators in 2015 and in six scenarios of labour force
participation and employment growth in 2030

WAP Labour force Employment Unemployment ‘

AL 369 24.1 219 2.1 65.4 59.5 8.9
A2 383 25.0 233 18 65.4 60.7 7.1
A3 397 260 246 14 65.4 61.8 5.4
BL . 351 . 246 . 219 2.7 700 | 624 108
B2 366 256 233 2.4 700 = 635 = 92
B3 . 380 26.6 246 21 700 64.6 7.7

Note: Main labour market variables are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.
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With regard to demographic trends, in the absence of migration, the total
population would decline by 2.5 million as a balance between, on the one
hand, an increase by 3.5 million in the number of the elderly, and on the
other, a decline of 4.8 million in WAP and of 1.2 million in the number of
the young (Table A10). The total population increases in all scenarios. As
usual, the increase is directly related to the rate of growth in employment
and inversely related to the rate of participation. This is due to the impact
of migration on both WAP and the number of births. Also, in the case of
Italy, it is evident that migration reduces the unavoidable increase of the
percentage of the elderly.

Table A10: Italy’s population by main age group in 2015 and in six scenarios of
labour force participation and employment growth in 2030

0-14 | 15-64 | Total | 0-14 | 15-64 | 65+

82 382 = 134 598 | 137 . 639 . 224  100.0

No migration 7.0 33.4 16.9 57.3 12.2 58.3 29.4 100.0
Al 7.8 36.9 16.9 61.5 12.6 50.9 27.4 100.0
A2 8.1 38.3 16.9 63.3 12.8 60.5 26.7 100.0
A3 8.4 39.7 16.9 65.0 12.9 61.1 25.9 100.0
B1 7.4 35.1 16.9 59.4 12.4 59.2 28.4 100.0
B2 7.7 36.6 16.9 61.2 12.6 59.8 27.6 100.0
B3 8.0 38.0 16.9 62.9 12.8 60.4 26.8 100.0

Note: Absolute values are in millions.
Source: Elaboration on UN DESA, 2013a and ILO data.

In terms of the social burden, the demographic indicators signal a modest impact
of migration, so that from 2015 to 2030, the TDR is projected to increase in all
scenarios, less than in the absence of migration, but by at least 71 points due
to the increase of the elderly dependency ratio and the stability of the youth
dependency ratio (Table A11).
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Table A11: Italy’s demographic dependency ratios in 2015 and in six scenarios
of labour force participation and employment growth in 2030

215 351 565
... |

No migration 209 505 714
Al 211 458 668
A2 211 440 652
A3 212 424 636
B1 210 480 690
B2 211 461 672
B3 211 443 655

Source: Elaboration on UN DESA, 2015 and ILO data.

The economic indicators present a different situation (Table A12). In 2015, 1,000
Italian workers supported 1,726 people, 442 more than the European Union
average and 731 more than 1,000 German workers. In all scenarios but one the
total number of people supported is projected to decline, the amount being
directly related to employment growth and inversely related to the rate of
participation. Moreover, migration would notably reduce the differential with
the European Union and with Germany.

Table A12: Italy’s economic dependency ratios in 2015 and in six scenarios of
labour force participation and employment growth in 2030

TEDR ‘ YEDR | UEDR | IEDR | OEDR ‘ YEDR | UEDR | IEDR | OEDR

1,726 ‘ 374 138 . 603 | 611 ‘ 207 80 | 350 354
-

Al | 1,803 354 98 582 769 19.6 5.4 323 426
A2 = 1,720 348 76 571 725 20.2 4.4 332 42.2
A3 | 1,647 343 57 561 686 208 35 34.0 417
BL | 1,707 337 121 481 769 19.7 7.1 281 45.0
B2 | 1,630 332 102 472 725 203 6.2 29.0 44.5
B3 | 1,562 327 84 464 686 209 5.4 297 44.0

Source: Elaboration on UN DESA, 2015 and ILO data.
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Poland

Among the EU28 member countries, Poland registers the third highest
expected decline in WAP (-3 million, -11.3%) after Germany and Italy
(Table A13), following a trend that began in 2010 and which has led Poland’s
WAP to lose 756,000 people in working age (-2.7%) over a period of five years. In
this time, employment has notably increased. As a consequence of both trends,
the employment rate has passed from 60.1 per cent to 64.4 per cent. The RoU is
at 7.4 per cent, well below the European Union average (Table A15).

Table A13: Poland’s WAP, labour force and employment in 2015 and in
alternative hypothesis of labour force participation and employment
growth in 2030

Labour force Employment

2015 26.8 18.7 18.7 17.3 17.3 17.3
2030 23.8 16.6 17.9 17.3 18.3 19.4
Absolute change -3.0 -2.1 -0.8 0.0 1.0 2.1
Yearly average

change (thousands) -203 -141 -55 0 69 138

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

According to the projections, the migration balance of Poland will range
between a minimum of 0.9 million in Scenario B1 and a maximum of
4.6 million in Scenario A3 (Table A14), the most probable yearly migration
balance being 184,000.

Table A14: Poland’s labour shortage and migration balance in six scenarios of
labour participation and employment growth in the period 2015—-2030

Scenarios

Labour shortage 2.1 -3.2 -4.2 -0.8 -1.9 -2.9

Migration balance 2.3 3.5 4.6 0.9 2.0 3.2

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.
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WAP increasesin all scenarios but B1 and, as usual, the growth in WAP is positively
related to employment growth and negatively related to the participation rate.
The unemployment rate is estimated to decline in all scenarios (Table A15).

Table A15: Poland’s main labour market variables and main labour market
indicators in 2015 and in six scenarios of labour force participation
and employment growth in 2030

WAP Labour force Employment Unemployment ‘

Al 26.1 18.2 17.3 0.9 69.6 66.2 4.8
A2 27.3 19.0 183 0.6 69.6 67.2 33
A3 28.4 19.8 19.4 0.4 69.6 68.2 2.0
Bl 24.7 18.5 17.3 1.2 75.0 70.0 6.6
B2 25.8 19.4 183 1.1 75.0 70.9 5.4
B3 27.0 20.2 19.4 0.9 75.0 71.8 4.3

Note: Main labour market variables are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The impact of migration on WAP and on the number of births determines a notable
increase in total population, and again, the increase is directly related to employment
growth and inversely related to the rate of participation (Table A16).

Table A16: Poland’s population by main age group in 2015 and in six scenarios
of labour force participation and employment growth in 2030

. 58 268 = 60 . 386 | 149 = 695 = 155  100.0
0

Nomigration 4.9 238 86 373 | 132 638 = 230 1000
Al 55 261 86 402 | 136 650 = 214 1000
A2 57 273 86 416 | 137 656 207  100.0
A3 6.0 284 86 430 | 139 661 200  100.0
B1 5.1 247 86 384 | 133 643 = 224 1000
B2 5.4 258 86 398 | 135 649 = 216 100.0
B3 56 270 86 412 | 137 654 209 1000

Note: Absolute values are in millions.
Source: Elaboration on UN DESA, 2013a and ILO data.
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Once again, the demographic dependency ratios signal a deterioration of the
socioeconomic situation, with migration having some positive effects, while
being unable to solve the problem of ageing (Table A17).

Table A17: Poland’s demographic dependency ratios in 2015 and in six
scenarios of labour force participation and employment growth in 2030

| 215 223 438 |
... o0

No migration 207 361 568

AL 209 329 538

A2 209 315 525

A3 210 303 513

B1 208 348 556

B2 208 333 541

B3 209 319 528

Source: Elaboration on UN DESA, 2015 and ILO data.

The situation presented by the economic indicator is more differentiated and
shows that the number of dependants will decline only in Scenarios A3, B1, B2
and B3, the social burden being negatively related to employment growth and
positively related to the participation rate (Table A18).

Table A18: Poland’s economic dependency ratios in 2015 and in six scenarios of
labour force participation and employment growth in 2030

TEDR ‘ YEDR i UEDR | IEDR : OEDR ‘ YEDR | UEDR | IEDR | OEDR

i 1,232 ‘ 334 79 472 347 ‘ 27.1 6.5 383 28.1
20 |
Al 1,323 315 51 460 497 23.8 3.8 348 37.6
A2 1,268 311 35 453 469 24.6 2.7 35.7 37.0
A3 1,219 308 20 447 444 253 1.7 36.6 36.4
B1 1,222 297 71 357 497 243 5.8 29.2 40.7
B2 1,173 294 57 352 469 25.1 4.9 30.0 40.0
B3 1,129 291 45 348 444 25.8 4.0 30.9 39.4

Source: Elaboration on UN DESA, 2015 and ILO data.
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Spain

Spain is one of the European Union countries that was most severely hit by
the 2008 financial crisis. From 2007 to 2013, employment fell by almost
3.5 million, while unemployment passed the 6-million mark. It was at
1.8 million in 2007. However, Spain has already started to recover: from 2013 to
2015, employment grew by 560,000, and unemployment fell by 937,000. The
economic crisis did also impact on the WAP that declined by 1.2 million from
2010 to 2015.

In the next 15 years, the WAP is expected to decline by 2.8 million (-9.2%),
which implies a labour force notably in decline even in the case of an increase in
participation up to 80 per cent (Table A19).

Table A19: Spain’s WAP, labour force and employment in 2015 and in alternative
hypothesis of labour force participation and employment growth in
2030

Labour force Employment

2015 30.6 22.9 229 17.8 17.8 17.8

2030 27.8 20.8 22.2 17.8 18.8 19.9

Absolute change -2.8 -2.1 -0.7 0.0 . : 2.1

Yearly average

change (thousands) : 188 1a1 4 0 ‘ 142 4

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The migration balance is projected to range between a minimum of
0.8 million in Scenario B1 and 4.7 million in Scenario A3. In the usual
intermediate scenario, the yearly migration balance is estimated to be around
181,000 (Table A20).
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Table A20: Spain’s labour shortage and migration balance in six scenarios of
labour participation and employment growth in the period 2015—
2030

Scenarios

Labour shortage -2.1 -3.2 -4.2 -0.7 -1.8 -2.8

Migration balance 2.3 3.5 4.7 0.8 1.9 3.1

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The changes in WAP and LF are expected to be not very significant, with some
minor positive changes expected only in Scenarios A2, A3, B2 and B3 (Table A21).
In all scenarios, the RoU declines according to the usual pattern. However, the
estimates show that even the highest envisaged rates of growth in employment
are not sufficient consistently to reduce the level of unemployment.

Table A21: Spain’s main labour market variables and main labour market
indicators in 2015 and in six scenarios of labour force participation
and employment growth in 2030

WAP Labour force Employment Unemployment ‘ RoA

Al 30.1 22.6 17.8 4.8 74.9 59.1 21.2
A2 313 23.4 18.8 4.6 74.9 60.3 19.6
A3 324 243 19.9 4.4 74.9 61.4 18.1
B1 28.5 22.8 17.8 51 80.0 62.3 22.2
B2 29.7 23.8 18.8 4.9 80.0 63.4 20.7
B3 30.9 247 19.9 4.8 80.0 64.4 19.4

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

Furthermore, demographic trends follow the usual pattern: the total population
will increase in all scenarios, while migration reduces the decline in the shares
of the WAP and of the young (Table A22).
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Table A22: Spain’s population by main age group in 2015 and in six scenarios of
labour force participation and employment growth in 2030

Total ‘ 0-14 | 15-64

0-14 | 15-64 | 65+

69 | 306 . 87 4.1 | 149 663 = 188  100.0
20 |

No migration 5.4 27.8 11.8 45.0 12.0 61.7 26.2 100.0
Al 5.9 30.1 11.8 47.8 124 62.9 24.7 100.0
A2 6.2 313 11.8 49.3 12.6 63.5 23.9 100.0
A3 6.5 324 11.8 50.7 12.8 64.0 233 100.0
B1 5.6 285 11.8 45.9 12.2 62.2 257 100.0
B2 5.9 29.7 11.8 47.4 12.4 62.7 24.9 100.0
B3 6.1 30.9 11.8 48.8 12.5 63.3 24.2 100.0

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The evolution of the demographic dependency ratios follows the patterns shown
in other sample countries, with migration reducing the socioeconomic burden
that would prevail in the absence of migrants. The impact concerns the number
of elderly, with the number of the young registering some minor positive changes
due to the inflow of women who are in a fertile age (Table A23).

Table A23: Spain’s demographic dependency ratios in 2015 and in six scenarios
of labour force participation and employment growth in 2030

§ 224 § 283 § 508
o0
No migration 195 424 619
Al 197 392 589
A2 198 377 575
A3 199 363 563
B1 196 413 609
B2 197 397 594
B3 198 382 580

Source: Elaboration on UN DESA, 2015 and ILO data.
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In 2015, the TEDR is almost as high as the one registered by Italy, a high value
due mainly to the extremely high number of unemployed and inactive (Table
A24). According to the scenarios, the total ratio will improve in Scenario A3,
as well as in scenarios B1, B2 and B3, in which the increase in the ratio for the
elderly is more than offset by the decline in all other indicators. As in the case
of Italy, migration would produce a decline in the differential with the European
Union and Germany.

Table A24: Spain’s economic dependency ratios in 2015 and in six scenarios of
labour force participation and employment growth in 2030

TEDR ‘ YEDR i UEDR | IEDR : OEDR ‘ YEDR i UEDR | IEDR : OEDR

1594 | 38 289 431 487 | 242 181 = 271 306
230 |

Al 1690 | 334 269 45 663 | 198 = 159 251 . 392
A2 1614 | 329 243 416 626 | 204 151 258 388
A3 1546 | 325 221 409 592 | 210 143 264 383
BL 1583 | 314 285 31 663 | 199 . 180 203 419
B2 1514 | 311 262 315 62 | 205 . 173 208 413
B3 1451 | 307 241 310 592 | 212 . 166 214 408

Source: Elaboration on UN DESA, 2015 and ILO data.
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United Kingdom

In the United Kingdom, the impact of the 2008 financial crisis has been modest.
From 2008t0 2010, thelevel of employment declined by around 360,000 and then
increased by almost 2 million in the following five years, while unemployment
declined by almost 1 million with respect to the 2010 maximum. The WAP has
been on a positive trend since 1990, but in the last years, the growth has been
quite moderate. As a result of these trends, all major labour market indicators
have been improving since 2012.

The decline in WAP forecast for the United Kingdom (Table A25), a country
that has been receiving migrants for a long time and has therefore profited
from their relatively higher fertility, is projected to be quite limited
(-1.1 million, -2.7%), so that in the scenario with stable employment and
increasing participation (B1), there is a surplus in labour supply and therefore a
negative migration balance (Scenario B1).>*

Table A25: United Kingdom’s WAP, labour force and employment in 2015 and in
alternative hypothesis of labour force participation and employment
growth in 2030

Labour force Employment
A B
2015 41.7 33.4 33.4 31.5 31.5 31.5
2030 40.6 324 345 315 334 353 4

Absolute change | -1.1 09 11 0.0 19 38

Yearly average ;
change (thousands) :

-76 61 76 0 126 | 252

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

In the other scenarios, the migration balance is forecast to range between a
minimum of 0.8 million in Scenario B2 and 5.2 million in Scenario A3 (Table
A26). Therefore, according to the usual intermediate “most probable scenario”,
the United Kingdom migration balance is projected to be around 130,000 per
year.

54 The model assumes that this will cause a negative migration.
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Table A26: United Kingdom’s labour shortage and migration balance in six
scenarios of labour participation and employment growth in the
period 2015-2030

Labour shortage -0.9 -2.8 -4.7 1.1 -0.8 -2.6
Migration balance 1.0 3.1 5.2 -1.2 0.8 2.9

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

WAP and the labour force are projected to increase in scenarios A2, A3 and B3
that assume positive changes in the employment level, while unemployment
and the unemployment rate will decline in all scenarios but B1 (Table A27).

Table A27: United Kingdom’s main labour market variables and main labour
market indicators in 2015 and in six scenarios of labour force
participation and employment growth in 2030

WAP Labour force Employment Unemployment ‘ RoA

47 . 334 315 18 | 800 = 756 & 55
20

AL 416 332 315 17 80.0 75.8 5.2
A2 437 34.9 33.4 15 80.0 76.5 43
A3 457 36.6 353 13 80.0 77.2 34
Bl 393 . 334 . 315 1.9 850 . 802 = 57
B2 414 352 334 18 80 = 807 . 50
B3 435 37.0 35.3 17 85.0 81.2 45

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

In the case of the United Kingdom, the total population is projected to
increase in the absence of migration due to an expansion in the number of the
elderly (+3.4 million); this would more than offset the modest decline of WAP
(-1.1 million) (Table A28). Once migration is taken into account, the growth in
total population is projected to be much more pronounced, mainly due to the
impact on WAP.
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Table A28: United Kingdom’s population by main age group in 2015 and in
six scenarios of labour force participation and employment growth
in 2030

65+ i Total ‘ 0-14 | 15-64 i 65+

115 . 417 115 647 | 178 645 178 100.0
. 20

No migration | 115 406 14.9 67.0 17.1 60.6 223 100.0
Al 11.7 416 14.9 68.2 17.1 61.0 21.9 100.0
A2 12.2 437 14.9 70.7 17.2 61.7 21.1 100.0
A3 12.6 45.7 14.9 73.3 17.2 62.4 20.4 100.0
B1 11.2 39.3 14.9 65.4 17.1 60.1 2238 100.0
B2 11.7 41.4 14.9 68.0 17.1 60.9 220 100.0
B3 12.1 435 14.9 70.5 17.2 61.7 21.2 100.0

Note: Absolute values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

Also in the United Kingdom, a significant increase in the percentage of the
elderly determines an increase in the ODR and therefore in the TDR. As with the
countries previously analysed, migrations have a positive effect on the ODR, and
therefore also on the total indicator (Table A29).

Table A29: United Kingdom’s demographic dependency ratios in 2015 and in six
scenarios of labour force participation and employment growth in 2030

276 276 551
No migration 283 368 650
Al 281 359 640
A2 278 342 620
A3 276 326 602
B1 284 380 664
B2 281 361 642
B3 279 343 622

Source: Elaboration on UN DESA, 2015 and ILO data.

PROMOTING A COMMON UNDERSTANDING OF MIGRATION TRENDS -| 33




The economic indicator shows that in the United Kingdom, 1,000 workers
support, alongside themselves, 1,053 dependants, a value close to that of
Germany and well below the European Union’s average. This enables the
observation that the demographic indicators of the countries analysed are quite
close to each other and not of the magnitude that is expected, therefore failing
to capture and portray the socioeconomic situation of the various countries.
This result is, on the contrary, achieved by the demographic indicator that puts
the countries in the expected order on the basis of their economic performance
and perceived situation. It is now observed that in the United Kingdom, the total
ratio increases, though in quite a limited way, in the scenarios with constant
participation and in Scenario B1, while declining in the scenarios B2 and B3 in
which the growth in employment more than offset the growth in total population
(Table A30).

Table A30: United Kingdom’s economic dependency ratios in 2015 and in six
scenarios of labour force participation and employment growth in 2030

TEDR | YEDR i UEDR | IEDR : OEDR | YEDR i UEDR | IEDR : OEDR

. 1053 | 365 58 265 365 | 347 . 55 = 252 . 346
22 |

Al 1163 | 371 54 264 474 | 319 47 . 227 = 407
A2 1117 | 364 45 262 447 | 326 40 234 400
A3 1076 | 358 36 260 423 | 332 33 241 = 393
BL 1076 | 355 60 187 474 | 330 56 = 174 = 440
B2 1034 | 349 53 186 447 | 337 51 180 432
B3 998 | 343 47 185 423 | 344 47 185 424

Source: Elaboration on UN DESA, 2015 and ILO data.
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France

France is the final country in the sample. France too has not been particularly
affected by the financial crisis. The employment level has remained substantially
constant, while registering moderate short-term oscillations; however, the level
of unemployment has increased by more than 1 million between 2008 and 2015.
The increase has been mainly due to an increase in the rate of participation
since the level of WAP has remained constant. Both phenomena are probably
explained by the arrival of migrants with a lower average age and a higher
propensity to be in the labour market.

The drop in WAP over the next 15 years is expected to be quite modest at
1.1 million (Table A31), just 2.8 per cent, so that the increase of around
5 percentage pointsin the rate of participation assumed is sufficient to produce
a situation of excess labour supply, and therefore a negative migration balance,
in Scenario B1.

Table A31: France’s WAP, labour force and employment in 2015 and in
alternative hypothesis of labour force participation and employment
growth in 2030

Labour force Employment

2015 40.2 29.0 29.0 25.9 259 25.9

2030 39.1 28.2 30.1 259 27.5 29.0
... o520 ‘

Absolute change -1.1 -0.8 1.1 0.0 1.6 3.1

Yearly average H

change (thousands) : s >4 3 0 104 207

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

In the other scenarios, the migration balance is estimated to have a value of
between 0.5 million in Scenario B2 and a maximum of 4.3 million in Scenario A3,
the most probable value being around an average long-term value of 103,000
(Table A32).
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Table A32: France’s labour shortage and migration balance in six scenarios of
labour participation and employment growth in the period 2015—-2030

Scenarios

Labour shortage -0.8

Migrationbalance = 08 26 43 | 12 05 22

Note: Values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

WAP and the labour force are projected to decline in Scenarios A1, B1 and B2
and increase in the others, while unemployment is expected to increase only in
Scenario B1 (Table A33).

Table A33: France’s main labour market variables (value in million) and main
labour market indicators in 2015 and in six scenarios of labour force
participation and employment growth in 2030

WAP Labour force Employment Unemployment

Al 39.9 28.8 25.9 2.9 72.1 64.9 10.0
A2 41.7 30.0 27.5 2.6 72.1 66.0 8.6
A3 43.4 313 29.0 2.2 72.1 66.9 7.2
B1 37.9 29.1 25.9 3.2 77.0 68.5 111
B2 39.6 30.5 27.5 3.0 77.0 69.4 9.8
B3 413 31.8 29.0 2.8 77.0 70.3 8.7

Note: Main labour market variables are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

In France, as in other countries with a significant previous immigration, the total
population would increase even in the absence of migration, since the small
decline in the number of the young and of WAP is more than offset by the
growth in the number of the elderly. Obviously, this phenomenon is enhanced
by migration, which has a positive impact not only on WAP but also on the
number of the young (Table A34).
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Table A34: France’s population by main age group in 2015 and in six scenarios
of labour force participation and employment growth in 2030

15-64

65+ Total ‘ 0-14

62.4

19.1

100.0

No migration 11.3 391 16.2 66.5 16.9 58.7 24.4 100.0
Al 11.5 39.9 16.2 67.6 17.0 59.1 24.0 100.0
A2 11.9 41.7 16.2 69.7 17.0 59.7 23.2 100.0
A3 12.2 43.4 16.2 71.8 17.1 60.4 22.6 100.0
Bl 11.0 37.9 16.2 65.1 16.9 58.2 24.9 100.0
B2 114 39.6 16.2 67.2 17.0 58.9 24.1 100.0
B3 11.8 413 16.2 69.3 17.0 59.6 23.4 100.0

Note: Absolute values are in millions.
Source: Elaboration on UN DESA, 2015 and ILO data.

The indicators for the social burden reinforce what was already stated
for the other countries. The demographic index shows that migration can
reduce the number of elderly for 1,000 people in working age (Table A35).

Table A35: France’s demographic dependency ratios in 2015 and in six

296

306

603

scenarios of labour force participation and employment growth in 2030

No migration 289 415 704
Al 287 406 693
A2 285 389 674
A3 282 374 656
B1 291 428 719
B2 288 410 698
B3 285 393 678

Source: Elaboration on UN DESA, 2015 and ILO data.
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It can be observed that the TEDR of France is not only higher than the European
Union average, but also above the value registered by Poland, and in addition is
not very far from the value registered in Spain. The interesting point is that this
value is due to the presence of a high percentage of young people, which is an
important point to keep in mind when evaluating this indicator (Table A36). In
the next 15 years, the TEDR is expected to increase in all scenarios apart from
those characterized by a high increase in employment.

Table A36: France’s economic dependency ratios in 2015 and in six scenarios of
labour force participation and employment growth in 2030

TEDR ‘ YEDR | UEDR ; IEDR | OEDR ‘ YEDR | UEDR | IEDR | OEDR

1484 | 459 118 432 475 | 308 79 . 291 320
230 |

AL . 1609 @ 443 112 430 625 | 275 69 267 389
A2 1538 | 432 9 43 580 | 281 61 275 384
A3 1474 | 422 77 416 558 | 286 53 283 379
BL 1510 | 45 = 124 336 625 | 281 82 222 414
B2 1444 | 415 109 331 5% | 287 75 229 408
B3 1386 | 406 95 327 558 | 293 . 68 236 403

Source: Elaboration on UN DESA, 2015 and ILO data.
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THE EDUCATION MIGRATION FUND®®

Ill

Migrants bring with them a “capital” of abilities that is not only the result of their
own personal investment, but also of the public investments in their countries
of origin. In effect, for the receiving country’s system of production, the arrival
of a migrant corresponds to the free acquisition of a factor of production,
something that represents a non-competitive advantage. This is certainly true
only if and when the migrant worker is needed, that is, when the services he/
she can provide are essential and do not have a substitute in the arrival country.
It is argued that this situation exists and will persist for long time in European
Union countries. It can be recalled that Dustmann and Frattini estimated that
between 1995 and 2011, migrants endowed the United Kingdom labour market
with GBP 49 billion in human capital (14 billion from European migrants and 35
billion from non-European migrants).>®

This aspect of migration has been largely overlooked because migrations are
still predominantly explained from the supply side, with migrants being viewed
as people running away from misery and deprivation, as unskilled and with low
education, and if educated and skilled, then they are seen as people in search of
a higher income and better life.

If this perspective is abandoned to realistically accept that in an increasing
number of countries, the internally produced labour is insufficient to carry on
and expand production (as also suggested in the study by Bonin), then these
countries need to acquire labour from other countries in the same way as they
need to acquire raw materials and capital goods. It logically follows that arrival
countries should “pay” for each migrant who is going to have a job position, a
price proportional to their education and skill level and at least equal to the cost
the departure country has supported to educate and train the migrant.

Numerous factors suggest that the problem cannot be addressed through
bilateral agreements. What the author proposes is the creation of an Education
Migration Fund (EMF),%” which would be in charge of activating an appropriate

55 This idea was first introduced in Bruni (2012) and then in 2013.

56 In other words, this is the amount of money that it would have cost the United Kingdom to produce an
equivalent amount of human capital.
57 It must be stressed that the proposal for an Education Migration Fund is completely different from the

so-called Bhagwati tax, which represents a typical expression of a supply-side vision of the migration
process. The Bhagwati and Dellafar proposal (Bhagwati and Dellafar (1973); Bhagwati and Hamada
(1974, 1975) in fact called for a tax on the incomes of highly educated migrants, professionals, such as
doctors and engineers, and referred only to the brain drain.




(a)

(b)

(c)

(d)

(a)

(b)

and equitable transfer of money from rich arrival countries to poor departure
countries, to be invested in the most important basis of economic growth and
social development — education.

In assessing this proposal, the following should be kept in mind:

The need for foreign labour in European Union countries will be
substantial for at least 50 years;

Population explosion will make more and more difficult, if not
impossible, the development of countries where the excess of
labour supply will be progressively concentrated (among which are
also Middle East and North Africa countries);

Migrants represent a depletion of the knowledge base of departures
countries; and

A more educated and better trained labour force is the key to
economic growth.

Therefore, the creation and correct utilization of an EMF could activate a
significant,
the poor countries, to be invested in education, the most important factor in
economic growth and social development.

appropriate and equitable transfer of money, from the rich to

It should also be considered that:

Locating and maintaining the education and training process in
developing countries would relatively have a much lower cost than
in developed countries;

The training should be addressed to occupations relevant not only
for the arrival country, but also for the departure country with
notable returns to scale; and

It would imply the transfer of education methodology and techniques
that could improve the education and training system of departure
countries.

It is evident that even if accepted at the theoretical level, the implementation
of this proposal would face a set of complicated issues that the paper cannot
address in a comprehensive manner.




The first issue would be estimating the labour and training needs of arrival
countries and their “value”. The proposal suggests that these tasks could be
entrusted to the Labour Migration Observatory proposed by this paper.

It is then envisaged that the constitution of the EMF proper could be
entrusted to UNESCO. The EMF would then be in charge of collecting the
payments from arrival countries, and directing them to the departure countries,
after having decided together the objectives that should be pursued. It would
also be in charge of controlling the correct utilization of the funds directed to
building new schools, improving the existing buildings, training the teachers,
providing equal opportunities, and promoting gender equality, in coordination
with the industrial and macroeconomic policies required to start an economic
catching-up process for the departure countries.

The Mediterranean basin could represent an ideal testing ground for
this programme.




THE STRUCTURAL BURDEN

The implication of the decline in fertility that has most attracted the attention of
economists and politiciansis represented both by ageing and by its consequences
on welfare systems. It has been argued that the perception surrounding the
gravity of this problem has been distorted through the use of demographic
indicators, in which the measuring rod is provided by the WAP, which in fact does
normally include a large number of dependants. No real solution is achieved by
substituting WAP with the labour force, as done by Carone and the members
of CEFRM, since the labour force includes the unemployed and is not a policy
variable.

The choice of an economic indicator that “measures” the structural burden
in relation to employment shows that in 2015, 1,000 workers in the European
Union maintained 1,283 dependants alongside themselves. It is also seen that
just a little more than a third of the dependants is represented by the elderly,
with a higher percentage represented by the sum of the inactive (29.7%) and
the unemployed (8.1%). The contribution of the young is 27.4.

Table A37: European Union, some European Union countries and Egypt’s
economic indicators of social burden, absolute values and
percentage composition; 2015

{ TEDR | YEDR | UEDR i IEDR i OEDR | YEDR i UEDR : IEDR

EU28 1,283 353 0 104 382 | 444 275 81 . 298 346

Germany 994 257 ¢ 48 | 265 424 258 49 | 267 42.6

United

Poland

France

Spain

Italy

Max-Min 731 202 338 264 130 ¢ 133 ¢ 131 14.5

Egypt S 2610 | 1,113 173 1,110 = 214 427 © 66 | 425 | 82

Source: Elaboration on UN DESA, 2013a and ILO data.
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The values in the six European Union countries considered range between a
minimum of 994 in Germany and a maximum of 1,726 in Italy. Only Germany
and the United Kingdom show that the share of the elderly is larger than the
joint share of the inactive and unemployed.

Germany presents a number of elderly similar to the European Union average;
the difference between the totals is due to the young, but especially due to
the unemployed and the inactive. The other country with a TEDR below the
European Union average is the United Kingdom, but in this case, the difference
is accounted for by the unemployed, the inactive and especially the elderly.
Turning to ltaly, the difference from the European Union average is accounted for
by the elderly, but especially by the inactive, which is explained by the extremely
low participation rate that characterizes the Italian labour market.

The socioeconomic situation of Egypt is well captured by the value of the
economic dependency ratio (2,610), which is more than double that of the
European Union. As might have been expected, the difference from the
European Union is accounted for mainly by the number of the young and the
inactive, while the number of elderly is less than half of that of Europe.

An intuitive implication of the economic indicator is that the structural burden is
not generated only by demographic trends, but also by economic trends. In fact,
according to this indicator, the structural burden increases only if the rate of
growth of the dependants is higher than the rate of growth of employment, and
this is true also for the specific indicator associated with the elderly. Moreover,
an increase in the employment rate has an indirect positive impact on the
structural burden since it reduces the number of the inactive.

In keeping with this, the analysis has shown that in the European Union and in
all the countries considered, the increase in the TEDR is inversely related to the
growth in employment and the participation rate. In Egypt, the change in the
TDR is also inversely related to the amount of emigration.

Given these general indications, it must be remembered that in European Union
countries, the higher the rate of growth of employment, the higher the net
inflow of migrants and the larger their future impact on the number of elderly
will be. This suggests that the dynamic of the structural burden should not be
considered as a variable to be forecasted, but as a policy target to be defined
together with the growth in employment.




Within this frame, a relevant reduction in the structural burden, as a result
of the elderly, can be obtained from redefining the working age. The present
definition of working age, being between 15 and 64, is already unrealistic, and
its use in analysing the structural burden in 2050 is wholly unrealistic. In all
developed countries, the average age of entry into the working phase of life
is already above 20. At the same time, life expectancy will notably increase.
Although there is no scholarly agreement on the question of whether or not
human life has a physiological upper limit, it would seem realistic to assume,
on the basis of the most recent trends, that it will continue to increase in
the next 50 years. The author’s personal prediction is that by 2050, the
working age should and will be defined as between 25 and 75 years of age.
This implies that at that point, the most significant group of dependants will
almost certainly be represented not by the elderly, but by young people in the
training phase of life.




THE DEMOGRAPHIC DISEQUILIBRIUM

A fertility rate below replacement level does lead to the progressive decline
of a closed population and eventually to its disappearance.®® If the proposed
migration model is correct, the ultimate result of fertility decline will be
completely different: the WAP and the total population will increase due to
inflows of migrants. The inevitable by-product will be a progressive expansion of
the population born abroad and the creation of a multi-ethnic society.

This event has been evaluated in very distinct ways by different authors. Some
have stressed the danger of a complete disappearance of the indigenous
population and the consequent loss of its original identity.>® Others have argued
that this process will also have positive effects since it will reduce cultural
provincialism, giving the host country a cosmopolitan dimension, and promote
a healthy self-criticism. Moreover, in time, the migrants, regardless of the official
position of the host country regarding integration might be, willend up identifying
themselves with the country in which they live and with its history, inclusive
of the enrichment process brought about by migratory flows. It has also been
pointed out that in order to properly assess the effects of mass migration, not
only the percentage of people born abroad should be considered, but also the
cultural distance from the host country of the migrants, the level of tolerance
of the host country as a result of its immigration history, the indifference to
the problem generated by individualistic liberalism or by the concentration of
migrants in only a few areas of the country.®®

It would seem, therefore, probable that even discounting possible positive
long-term effects, the social, cultural and political impacts of mass migration
will represent a serious issue that developed countries should start to consider
immediately in order to devise and adopt suitable policies.

To view this problem in the right perspective, the probable duration of mass
migration for the countries with below-replacement fertility should also be
considered. One important implication of the model is that positive migration
balances will continue to be needed not only so long as the natural balance of
WAP will be negative, but also so long as the natural balance will not be sufficient
to cover the manpower needs determined by the growth in employment. In

58 Bourgeois-Pichat, 1988: 9-44.
59 Coleman, 2002 and 2000.
60 McNicoll, 2000.




other words, to avoid the social and political tension created by a structural
need for foreign labour and at the same time allow for economic growth,
the number of entries into WAP has to become and remain higher than the
number of exits due to death and ageing, the size of the difference depending
on the RoE growth. This seems to be the main long-term problem that countries
characterized by below-replacement fertility will have to face.

At present, there is an almost full agreement between demographers that the
TFR of developed countries will not substantially increase.®* This assumption
reflects on the one hand, the hypothesis that the fertility of migrant women
immediately converges with the fertility of the local women and, on the other,
the fact that migration flows are largely underestimated by the standard model.

If the approach is correct, the great majority of developed countries will
be affected by migration flows much more significant than those currently
forecasted. In terms of the assumption of fertility convergence, it is compelling
to consider the justification given by the Population Division:

The projection methodology also assumes that, after immigrants
arrive in a country, they experience the average fertility and mortality
conditions of that country. While this is typically not the case,
especially when immigrants come from a country that differs greatly
in a demographic sense from the receiving country, this assumption
permits computations to be more straightforward and also facilitates
comparisons between countries.®?

In fact, as the growing literature on the subject has shown, the relationship
between migration and fertility is a complex one. The prevailing idea is that
migrants’ fertility will tend to converge to that of the local population. A series of
alternative, though not conflicting, hypotheses have been advanced to explain
this process, the most important ones being selectivity, adaptation, socialization

61 This is clearly shown by the hypothesis on fertility on which the projection of the Population Division is
based.

62 UN DESA, 2000: 15.




and disruption.® It has also been maintained that the fertility differential does
not depend on nationality, but on the different socioeconomic composition of
the two groups, meaning that migrant women are in general less educated and
qualified than national women.

The divergent interpretations of the fertility pattern of migrant women imply
different timings of the convergence, but the fact remains that for a certain
period of time, possibly up to a generation, the contribution of migrant
women to the number of births usually exceeds their demographic weight.
Although comparative international data are lacking, the phenomenon is clearly
signalled by many national statistics and local studies,® and it is evident that
the contribution of foreign women to the level of the TFR, limited up until
now because of the dimension of migration flows, could become critical. An
evaluation of this phenomenon is complex and largely exceeds the capabilities
of a single researcher as for every country, it involves not only scenarios more
sophisticated than the ones presented here, but also hypotheses on the
structure of migrants according to nationality, sex and age, and on the fertility
rates and patterns of the single ethnic groups.

However, a possible outcome of the forecast, one that would seem to deserve
special attention, is that countries characterized by a strong demographic decline
and high employment growth would receive migration flows large enough to
provide a substantial contribution to reach the number of births necessary to
annul the structural need for migrants.

In conclusion, a possible implication of the analysis is that the demographic
transition could after all lead to a demographic regime of equilibrium.
However, this would not derive from the impact of socioeconomic factors
but from migration.

63 In the case of selectivity, the convergence is explained by the psychological and demographic
characteristics of the migrants. The adaptation model is centred on the physical, economic and social
constraints of the new environment. The socialization model postulates that the decline in fertility is
the result of a gradual process of acculturation at the end of which migrants will adopt the local cultural
models. This model, therefore, postulates that the change will span a long period of time, and that it
will be completed only with the second generation. The disruption model explains the decline in fertility
on the basis of numerous factors that determine a perturbation in women'’s reproductive behaviour
such as the temporary separation of the couple, the migration stress, and the socioeconomic problems
of the first year in the new environment.

64 In Italy, for example, in 2005, the TFR of Italian women was 1.24, while the TFR of foreign women
was 2.41.




ECONOMIC MIGRANTS AND REFUGEES

At present, the attention of all European countries is concentrated on the
dramatic efforts of thousands of refugees to either cross the Mediterranean or
to fight their way along the Balkan routes. While the speculations of right-wing
parties play on ignorance and lack of information to boost their political standing
and gain support for xenophobic policies, the European Union has not found a
way to distribute the refugees among its member countries. At the same time,
a more generous behaviour is advocated by religious groups, but it is evident
that such standing will not suffice to solve the problem if it is not supported by
some more concrete and robust motivations at a higher political level. Even less
acceptable is the idea of giving money to Turkey and African countries to contain
the refugees.®

It should be underlined that:

e In light of the previous arguments, the less than 3 million people
who have arrived until now represent just a small portion of
the future manpower needs of the European Union and other
European countries;

e What these people need are jobs, not refugee camps; and

65 IOM distinguishes between migrant and refugee as such:

“At the international level, no universally accepted definition for “migrant” exists. The term migrant was
usually understood to cover all cases where the decision to migrate was taken freely by the individual
concerned for reasons of “personal convenience” and without intervention of an external compelling
factor; it therefore applied to persons, and family members, moving to another country or region to
better their material or social conditions and improve the prospect for themselves or their family. The
United Nations defines migrant as an individual who has resided in a foreign country for more than one
year irrespective of the causes, voluntary or involuntary, and the means, regular or irregular, used to
migrate. Under such a definition, those travelling for shorter periods as tourists and businesspersons
would not be considered migrants. However, common usage includes certain kinds of shorter-term
migrants, such as seasonal farm-workers who travel for short periods to work planting or harvesting
farm products.” (IOM Glossary on Migration, 2011 edition)

Refugee is defined as: “A person who, “owing to a well-founded fear of persecution for reasons of race,
religion, nationality, membership of a particular social group or political opinions, is outside the country
of his nationality and is unable or, owing to such fear, is unwilling to avail himself of the protection of
that country” (Art. 1(A) (2), Convention relating to the Status of Refugees, Art. 1A (2), 1951 as modified
by the 1967 Protocol). In addition to the refugee definition in the 1951 Refugee Convention, Art. 1(2),
1969 Organization of African Unity Convention defines a refugee as any person compelled to leave
his or her country “owing to external aggression, occupation, foreign domination or events seriously
disturbing public order in either part or the whole of his country or origin or nationality”. Similarly, the
1984 Cartagena Declaration states that refugees also include persons who flee their country “because
their lives, security or freedom have been threatened by generalized violence, foreign aggression,
internal conflicts, massive violations of human rights or other circumstances which have seriously
disturbed public order” (IOM Glossary on Migration, 2011 edition).




e The simple rule suggested is to distribute them between European
Union countries according to the quantitative and qualitative needs
of each country.

These suggestions must however be supported by more general arguments
regarding the philosophy that supports the behaviour of international
organizations in charge of refugees, because it is precisely that philosophy which
is applied to the refugees that arrive in Europe.

For the moment, the international organizations focus on the humanitarian
needs of refugees, an attitude with clear limits, especially since it is not a
sustainable solution.

The debate concerning the refugee camps, to clarify the issue, seems unable
to suggest viable alternatives. It is maintained, on the one hand, that camps
possess logistical advantages, but there can be no doubt that life in the camps
can be extremely harsh. The main point, however, is that it is an unnatural way
of life: inside the camps people are bored, restless and unhappy. As noted by
Jack Byrne, director for the International Rescue Committee, camps “are not a
natural social structure”.

The only real solution to the problem would be that of reintroducing the refugee
families living in camps around the world, back into the productive cycle by
enabling the adults to once again become productive members of society and
for the children to be enrolled in normal schools.

Previous analyses have clearly shown that the economies in which the highest
shares of the refugees are located today cannot create the number of jobs
sufficient to achieve their economic and social integration. It is therefore
evident that this goal must be pursued outside neighbouring, often relatively
poor countries, and more specifically in the countries characterized by an SSL.

What is being suggested is the adoption of a more proactive attitude and
intervention strategy based on the idea that refugees are potential workers, and
what they really need is to be brought back into the productive cycle, possibly
after receiving proper training.




The first clear advantage would be economic. Refugees represent an increasing
cost — estimated at USD 3.2 billion by the United Nations in 2014 —that does not
show signs that it is diminishing given the current situation in the Middle East
and parts of Africa. The relocation of refugees in other countries would not only
reduce the yearly level of expenditure, but possibly its duration. Moreover, the
operation would transform consumption costs into investment costs.

The second would be to look for a real solution to the problem. This would
imply a definitive, or at least a lasting solution, to the problem of the refugees, a
solution that must necessarily involve their return to a normal life.

Clearly, there are notable obstacles that need to be surmounted, the first of
which is that despite the growing statistical evidence, the concept of a structural
lack of labour has not yet been accepted by international organizations, and nor
even by the countries that have been in this situation for a long time.
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