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EXECUTIVEBUMMARY

The recent decade marked two quite important trends in the economic landscape of the European Union.
The first one was the expansion of the Union tduide former Soviet bloc countries, including the big
enlargement of 2004 followed by the accession of Bulgaria and Romania in 2007. This was a huge challenge
for the EU, as the impact of opening the economic space to markets so divergent in terms afi@cono
development was largely unknown.

The economic impact of the EU enlargement started to unravel, to a great extent, amidst the global financial
crisis and the ensuing recession in Europe. This was a period of significant strain for public finances. Weak
economic activity, increased unemployment combined with the relatively wide social welfare protection in
most EU countries resulted in a sharp worsening of the fiscal balance. In fact, social expenditure (including
old-age pensions) currently takes mohan half of all government spending in most EU countries. As a share

of GDP, its share has gradually grown to exceed 30%. In some countries, the last five years saw an increase ir
social expenditure of 5 percent (of GDP).

At the same time, in recent years the free movement of people in the EU has gained speed. It has been
facilitated by the gradual removal of all barriers to the employment of workers from the new Member States
which were applied to a different extent by sewf the old Member States. As a result, the number of EU
migrants increased substantially between 2005 and 2013. By 2013, there were 13.7 million EU citizens living
in another EU country, which is 2.7% of the entire population of the Union.

This raiseshie valid question about the impact of the free movement of people on the economy of the
destination country. Migrants change the demographic profile of cities and regions, they affect the labour
market, they pay taxes and they claim benefits. The evatuafidthe net fiscal impact of nemative EY

citizens residing in other EU countries is a complex task, requiring a number of credible key assumptions,
detailed data on various items of public spending and revenues, in addition to precise information on
migration flows and population, and this information is not always available. Most of the recent studies
dadZAa3Sad dKFdG AYYAINryda KIFEIGS | NFrOGKSNI avlft AYLI (
the methodologies used, coverage or assumptitims,bulk of academic research estimates the net fiscal
impact of immigrants to vary in the range of + 1% of GDP.

The fiscal impact of migrants depends ,to a great extent, on the way social security systems are financed;
there is a different mix of socisécurity contributions and general taxation in each EU country. The reliance
on these contributions has been gradually eroding, as less than half of the social expenditure can be covered
by the contribution. This is a result of both the introduction anikrgement of norcontributory benefit
schemes and the demographic challenges faced by the health and pension systems in most countries.
Moreover, even supplementing social contributions with personal income tax revenues cannot cover the
entire cost of thewelfare systems. The revenues from social contributions together with the taxes on
individual or household income were 21.7% of GDP H27Elnh 2005, and remained relatively stable
throughout the years until 2012 when they reached 22.5% of GDP, accardingostat. At the same time,

total social expenditure stood at 27% of GDP in th Eih 2004, while in 2010 it exceeded 29%. The
transfer from other government revenue (i.e. other taxes and levies) grew from 5.3% to 7.1% between 2005
and 2011. If dirediaxes and contributions alone are taken into account, a typical employee in the EU is a net
beneficiary of the social security system.

This study was undertaken to estimate some aspects of the net fiscal impact of EU migrants in four EU
countries¢ Austra, Germany, the Netherlands and the United Kingdom. The report outlines the role of
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migrants from EU countries as participants in the labour market, as taxpayers and as benefit recipients also.
With regard to social expenditures received by EU migrargssttilly focuses on public spending according

to key benefit functions. All major social programs are inclageghsion, health, and social protectiqras

reported by national governments and Eurostat. These schemes include benefits that are bothtogntribu
(e.g. pensions) and narontributory (e.g. income support). With regard to the contribution of EU migrants

to national budgets, we estimate both the direct and indirect taxes, which can be attributed to the migrant
population. In regard to direct tagewe estimate taxes on labour including personal income tax and social
security contributions. Indirect taxes are levied on consumption (both VAT and other duties such as fuel,
tobacco, alcohol taxes, etc.). As the migrants are living in the destinatiotng they consume goods and
services and therefore contribute to the overall fiscal revenues.

Through communication with the various institutions responsible for revenue collection and different benefit
payments in each country, and after a reviewhef limited information available, it was revealed that there

are no statistical databases, which keep the nationality (citizenship) of individual contributors or recipients.
Therefore, these government institutions could not deliver actual data on aatittris and outlays related

to EUmigrants in the respective country.

Therefore, the study can provide an expert estimate which relies on available statistical data. The key
variables that we used include:

91 Data on the migrant population, including age dtritesand level of education.

T 5LGF 2y YAINIYyGAQ O0SKIF@GA2NI 2y GKS fF062dz2NJ Y
unemployment rates.

Data on average income of migrants and the local population.

Data on income and living conditions, including theesb&migrants who are at risk of poverty.

Data on total public expenditure on the major types of benefits.

Data on wages by occupation.

Data on total tax revenues from direct and indirect taxes.

Data and estimates on the age determinants of some bameiiframs.

= =4 =4 4 4 =4

The study also uses several key assumptions when precise calculation is not possible. Whenever possible,
conservative assumptions were used. These, for example, include the assumption that all migrants who are
unemployed have claimed unemploymedrgnefits at an amount equal to the country average, or that
migrants have equal access to healthcare services that country nationals enjoy.

About 810000 EU citizens moved to Germany during 20083, and there were more than three million EU
citizens liilng in Germany as of 2013. The Netherlands is home t@@B®onrDutch EU citizens in 2013.

Their number has increased by 63%, or 148 000, between 2005 and 2013. EU citizens living in Austria have
almost doubled from 2003013, reaching 415 000. The Udit&ingdom had more than 2.4 million EU
citizens in 2013, as their number has more than doubled since 2005.

EU migrants between 204 years old make up half or more than half of all EU migrants in Germany, the
Netherlands, Austria and the United Kingdom.és@ample, 49% of EU migrants in Germany are between 20
and 44 years old. Moreover, EU migrants are on average younger than the native population. In the
Netherlands, as low as odleird of the total population is between 20 and 44 years old, while 58k &U
migrants living in the country are in this age group.

Overall, the share of people under 18 years old is lower among EU migrants than the native population in
each of the four EU countries. For example, children make up just 10% of the migrdatigopu Germany
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compared to 17% of the total population. The situation in the Netherlands is similar: the-1@nder
population of EU migrants is 13%, while the same age group makes up 22% of the total population.

EU migrants consist, on average, of peapté higher education than the population of the country they
move into. People with a universigvel education are more prevalent among EU migrants when compared

to the total population. 28.7% of the migrants coming from EU member states have uisleggites as
opposed to just 24.2% of the total population of the receiving country. The differences are especially
pronounced in Austria and the United Kingdom. For example, in Austria 17% of the total population have a
universitylevel degree compared ®0% of the EU migrants there.

Furthermore, employment rates for EU migrants are higher (68%) than the population (64%) of the entire
EU. Employment rates are only slightly lower for EU immigrants compared to the local population in the
Netherlands and Gerany. On the other hand, employment rates are higher for EU migrants in Austria and
particularly in the United Kingdom. 76.6% of the working age EU migrants are employed in the UK as
opposed to 70.8% of the total population. These statistics largelyrochfit job opportunities are the main

driver of migration within EU.

The fiscal contribution of EU foreigners has increased substantially in the past several years. Compared to
2009, inn 2013 EU migrants paid 31% more in direct taxes as their wagesemh@edsnore EU workers

found employment opportunities in Austria, Germany, the Netherlands, and the UK. As migration
accelerated, EU foreigners also paid 44% more on indirect taxes, as they spent more onconsumer purchases.

EU foreigners in Austria, Germatiye Netherlands and the UKreceived 35% more benefits than they did in
2009, due to the overall expansion of the welfare state in addition to the inflow of EU migrants.

In Austria, EU migrants paid 70% more taxes in 2013 than they did in 2007. Oaan¢hense period,

benefits received by EU citizens in Austria have more than doubled. However, EU migrants in Austria receive
fewer benefits compared to the typical Austrian household. EU migrants claim just 2.6% of total benefits,
although they make up 48 of the total population. EU citizens in Austria receive fewer sickness and health,
disability,old IS | YR & dzNBAG2NBRQ o0SySFTFAGa GKIyYy GKS GeLAOI
are twice aslikely to claim unemployment benefits and alsceive relatively higher amounts of
family/children and housing benefits. Despite this, however, the net fiscal contribution of EU migrants in
ldzZa ONRI gl a aGAftf LRAAGADS G endpd oAffAZ2YyE &
$S SEOfdzRS LISyarzya FTNRBY (KS OFtOdZldirazyas GKS yS$§
million.

CNRBY wHnanntz G201l ¢ GrES&E LI AR o6& 9! YAINIyhda Ay DS
received by EU citizens havengaip by 51%. Still, EU migrants in Germany are less likely to receive benefits
than the average German. EU foreigners make up 3.7% of the total population, but they claim just 1.9% of
the total benefits. EU migrants in Germany are more likely to claimplagment benefits, but are less

likely recipients of sickness, health and disability benefits. EU migrants have made a positive contribution to
G§KS DSNXYIyYy 3A2@SNYyYSyild o060dzRISGE Fa (GKS@ LIAR enndwm
20lo & 9, YAINryla KFER | LRaAGAGBS FAa0l f -age panbiodsi 2 F
from the calculation.

Ly GKS bSGKSNIlIyR&as Gz2datt GFrES&E LIAR o6& 9! OAGAT:
than it was in 2009. Athe same time, EU migrants received 39% more benefits. EU migrants in the
Netherlands received 1.1% of the total benefits, although they made up 2.3% of the population in 2013. EU
migrants claimed fewer health and ade benefits than the average Dutchzeih, but tended to receive

more unemployment benefits, as joblessness was slightly higher than average. Still, EU citizens made a
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L2 AAGAGS ySG O2y(iNRodziAz2y (2 GKS 5dziOK I2FSNYYSy(
old-age pensions,he fiscal contribution of EU foreigners in the Netherlands was negative in 2013, as EU
YAINI yia NBOSAOGSR ecopn YAMIZ2VYR2ABENDSYENARG 40 D\EET
direct taxes (excluding elie pension contributions).

In the UK, EU foreigners paid almost 50% more taxes in 2013 than they did in 2009, but they also claimed
45% more benefits during the same period. Still, EU foreigners in the UK are half as likely to receive benefits
than the total population. EU migrants cong 3.8% of the total population but receive just 1.9% of the

total benefits. EU migrants tend to claim fewer sickness benefits than the typical local citizen and less than
1% ofalold 3S | YR AdzNBADG2NEQ 0SSy STA Il ddenelitkidbitare Imdd likdlyt & 2
recipients of unemployment benefits than the typical local citizen. Overall, however, EU citizens had a
LRAAGADGS AYLI OG 2y GKS 'Y 3I2@8SNYYSyid o0dzR3ISHI | &
billion in 2013.KS FTAA0Fft O2y iNAROGdziA2Y 2F 9! YAINIyda o1t a
exclude pensions from the calculation.

The study outlines several trends and key findings that can help us to understand the role of EU migrants
with respect b fiscal revenues and expenditures:

1 As migration intensified, both fiscal revenue and social expenditure on EU migrants has grown in the
past few years.

1 From a demographic perspective, migration consists mostly of people in-#v &fe group; the
migrants are generally younger with fewer children and their main objective is to find jobs.
Moreover, their overall education level is equal or higher than the average for the destination
country.

1 The demographic profile suggests that migrants tend teivecsignificantly less in benefits that are
linked to age and health.

1 Migrants are active on the labour market as both employment and unemployment rates are higher
than those for the country nationals.

1 On the labor market, migrants tend to receive lowaiges. Moreover, they are more likely to be at
risk of poverty and therefore claim meaested benefits. At the same time, lower income typically
translates to lower fiscal contributions (through taxes on employment).

In conclusion, in all four countrieSlU migrants made a positive contribution to the government budget, as
the total taxes they paid exceeded the total benefits they received duringZ(8 period. This is true for
Austria, Germany and the UK, even if pensions are excluded from thetimalctlae only exception is in the
Netherlands, where the fiscal contribution of EU foreigners was negative becaagge gldnsions were not
taken into consideration.
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INTRODUCTION

The recent decade marked two quite important trends in the economic landscape of the EU. The first one
was the expansion of the Union to include former Soviet bloc countries, including the big enlargement of
2004 followed by the accession of Bulgaria aohdhia in 2007. This was a huge challenge for the EU, as

the impact of opening the economic space to markets so divergent in terms of economic development was
to a great extent unknown. In particular, the creation of a common labour market in an ecomeaic a
where nominal wages differed fiver even tenfold was seen as a great experiment by many. At the same

time, social security systems, orthe@d f f SR WgSt FI NB adldSQ Ay O2dzy i NR
state has its own policy in regatal labour legislation, social benefits, access to public goods and income
transfers.

The economic impact of the EU enlargement happened to a great extent amidst the global financial crisis
and the ensuing recession in Europe. Weak economic activity, resaniith the relatively wide social
welfare protection in most EU countries, resulted in a sharp worsening of the fiscal balance. Social
expenditure (including oldge pensions) takes more than half of all government spending in most EU
countries. As a sha of GDP, it has gradually grown to exceed 30%. In some countries, the last five years saw
an increase in social expenditure of five percent of GDP.

The financing of social spending is becoming an-gresving concern. The reliance on social security
contributions is gradually eroding, as less than half of social expenditures can be covered by contributions.
This is a result of both the introduction and enlargement of-camtributory benefit schemes and the
demographic challenges faced by the health @edsion systems in most countries. Moreover, even
supplementing social contributions with personal income tax revenues cannot cover the cost of the welfare
systems. In other words, taxes on labour are far from sufficient to finance the cost of benefasetha
available to the population as a whole. Thus, the typical employee is a net beneficiary of the social security
system if the taxes on labour alone are taken into account.

BOX HNANCING SOCIAL BEXPEURE

The financing of social benefits varies ificgntly across countries. In EU countries it
different mix of social security contributions and general taxation. Typgmdial contributior
are levied on labar income. Both employers and employees pay but each country d
differently on low to spread the cost. Some countries have created separate social sec
insurance) funds to collect the revenue and thus finance various benefit schemes. Ott
payroll contributions which then go into the general government revenue. Insal,dnancir
through social contributions depends on the employment rates and the level of incom
taxed. Income tax on labpincome is also directly dependent on the employment status ar
income level of the person.

As data show social cormfbutions alone are far lower than the social expenditurethénEU
Even after adding the income tax, the revenue from direct taxation falls short of the total
of benefit spending. The revenues from social contributions together with the taxedividua
or household income were 21.7% of GDRheénEU27 in 2005, and remained relatively ste
throughout the years until 201%hen they reached 22.5% of GDP, according to Eurostat.
same time, total social expenditure stood at 27% of GIeIBU27 in 2004while it exceeed
29% in 2010. The transfer from other government revenue (i.e. other taxes and levies) gi
5.3% to 7.1% between 2005 and 2011. This means that taxes ledasbanncome asa whole
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were insufficient to cover theost of the social benefit programs. This transfer amountédibto
onefifth to one-sixthof the total social expenditure.

The dynamics across countries show a different path. We can see similar developi
Germany and Austria. Both countries keptittemcial expenditure levels steady between 2
2012 apart froma minor decrease in Germany aadlight increase in Austria. Also, despite
adverse effect that the global crisis had on fdd@ourmarket, the transfer from other taxes ti
was necessgrto finance the difference between social expenditure and employment ir
taxes was kept at low levalsaround 5% of GDP.

In the UKand the Netherlandson the other hand, social expenditure as a share of GDF
during that period. At the same timthe transfer from other taxes was much larger in 200£
and 8.4% of GDP respectively) and further increased untit2@A to exceed 10% of GDP in
UK or more tharone-third of the total amount of social spending.

Chartl: Social contributions and employment tax revenues in Germany
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Chart2: Social contributions and employment tax revenuethaNetherlands
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Chart3: Social contributions and employment tax revenues in Aastri
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Chart4: Social contributions and employment tax revenues inUike
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Source: Eurostat, data on government revenue and expenditure, data on social protection

The free movement of people in the EU, on the other hand, is gaipeeyl. It is being facilitated by the
gradual removal of all barriers to the employment of workers from the new member states which were
applied to a different extent by some of the old member states. As a rdsilfumber of EU migrants
increased subantially between 2005 and 20118. 2013 there were 13.7 million EU citizens living in another
EU countryor 2.7% of the entire population of the Union.

This raises a valid question on the impact of the free movement of people on the economy of tfaidiestin
country. Migrants change the demographic profile of cities and regions, they affect the labour market, they
pay taxes and they claim benefits.
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A closer look at some key demographic and behavioral characteristics of EU migrants provides some
interesing insights into their role in the economy.igkants are on average younger than the native
population Theyconsist mostlf{more than 50%bpf people between the ages of -2@; both children and

elderly people are a much smaller proportion compared toaWerage share in the receiving country as a
whole. On averag&sU migrantalsohavea higherlevel ofeducation than the population of the country

they move into.With regards to their economic activity, they have both higher employment and
unemployment rates, which reflects their much higher participation in the labour market.

The objective of this study is to estimate the net fiscal impact of EU migrants aodmiries within the EU.
As this is quite an ambitious task, the research team has tried to limit the scope of the study to several major
effects because measuring overall impact presents substantial challenges.

With regard to social expenditures receNmdEU migrants, the study focuses on public spending according
to key benefit functions. All major social programs are inclyaitsion, health, social protectigas
reported by national governments and Eurostat. These schemes include benefits thaharertigbutory

(e.g. pensions) and narontributory.

With regard to the contribution of EU migrants into national budgets, we estimate both direct and indirect
taxes which can be attributed to this population. Within direct taxes, we estimate the takasoan, i.e.

personal income tax and social security contributions. The indirect taxes are levied on consumption (both
VAT and other duties such as fuel, tobacco, alcohol taxes, etc.). As the migrants are living in the destination
country, they consume gas and services and therefore contribute to the overall fiscal revenues.

The study does not attempt to estimate the fiscal implications of the dynamic effects of EU migration.
Various studies have tried to measure the effect that migrants have on thegtixaty, competitiveness and
2OSNF £t INRPGUK Ay GKS SO2y2Ye 2F G(GKS RSalAylrGAzy
base as a whole and thus fiscal revenue. At the same time, the influx of new people might require the
& LINE R dZCadditiéng guantities of public goods such as police, infrastructure, administrative service,
etc. Though most of these are thought of as fixed costs (i.e. not directly linked to the number of people in
the country), a significant increase in populatisight in fact increase public spending.

In short, this report outlines the role of migrants from EU countries as part of the labour market, as
taxpayers and also as benefit recipients. Based on information on population dynamics, demographic
characteristis, participation on the labour market, and the existing tax and benefits regulatory frameworks,
this study estimates the net fiscal impact of EU migrants in four EU membecAtati, Germany, the
Netherlands and the United Kingdom.
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REVIEW OF OTHERMILAR STUDIES

This section provides an overview of recent studies in an attempt to outline the methodological approaches
and main findings in estimating the fiscal impact of ih migration flows. The overview is focused
particularly on studies provitg a measurement of the net fiscal impact of migratgpecificallyon those
covering the period since tlwnsetof the recent global economic crisis.

The evaluation of the net fiscal impact of rmative EUcitizens residing in other EU countries isrplex

task, requiring a number of credible key assumptions, detailed data on various items of public spending and
revenues, as well as precise information on migration flows and population, and this information is not
always available. This complexity ahd existing data limitations probably explain the limigadounof
NE&ASFNDOK GKFG LINPOARSA adzmadlydArlt SgAitReSvaidbility2y AY
of studies dealing with lalio markes andthe macroeconomic impact of migian.

Most of the existing studies evaluate the fiscal impact of broader immigration inflovesgiven country or

group of countries, often differentiating between humanitarian and dalmarket immigrants, or foreign

born immigrants and nativieorn foreign nationals. Some studies focus on immigration from-ihiggme
countries as opposed to those from limzcome countries. There are also studies distinguishing between
immigrants fromthe European Economic Area (EEA) countries and from countries otltsi@®@iropean
Economic Area (neBEA). Onlg limited number concentrate on certain sgboups of intraEU immigrants,

for example immigrants from CEE countries that jothedU in 2004 (A8) or in 2010 (A2)

Part ofthe existing studies concentrate orlyy’ A YYAINI Yy &4 Q LINRPLISyaAGe siz2 dza
compared to nativédoorn populationg,while othes measure their net fiscal impact on public finances.

One important conceptual issue determigithe scope of analysis¥fA 3 NJ- fisdalgffgc® ds the inclusion

of second generation immigrants (nativern children of immigrants), as their inclusion is usually related to
the estimation of educational cost that could be attributed to immigration. Several studies acknowledge
serious methodalgical limitations in this respect. They are related to the fact that it is relatively easy to
ARSYUATFEe (KS &SO2yR 3IASYSNI A2y AYYAINIYy(da 6KSYy (K
household), when they absorb public funds for consionpof educational serviceblowever, due t@ lack

of data it isan extremely complicated task to estimate the number of second generation immigrants after
f SFPAYy3I GKSAN LI NBYy iha @bouraadzat, Svkieh thyabecbme Raxp8ygrs shélkik v 3
positive fiscal contribution to the publimidget® For this reason, most of the studies consider the native
born children of immigrants aged 16+ as natives, thus providirgsipstematiaunderestimation of the real

net fiscal impact.

In terms of methodology, there are two basic approaches for estimating the net fiscal effect of migration

static and dynamic. The static approaghown as thd O 02 dzy G Ay 3 Y2RSt = OF f Odz |
contribution and public expenditures related to immigranisroa given period of time, typically a year. In
otherworcsX (G KS AYYAINIyGaQ ySad FAaAaolrt AYLIOG Aa OFf Oc
and social insurance contributions they pay to the puflidget and the amount of public funds they

absorb. Most calculations consider the annual budget revenues (direct and indirect taxes and social security

1Dustmann, FrattimndHalls (2010)
2See, for example, Riphahn (2004), Barrettio@arthy (2008), Barett and Maitre (2011).

SFor example; see Dustmann and Frattini (2013).
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contributions) paid by immigrants and annual public spendiigdingunemployment and social assistance
benefits, family allowances, housing gag, disability payments, etc. received by immigraftsiotable
AdadzS A& GKS AyOtdzaizy 2N SEOtdzaazy 2F (KS LSya
implications due to the significant time lag between pension insurance contributionseasibn benefit
payments.Some studies go beyond the direct fiscal transfersasmiconsider public spending related to
AYYAIANI yGaQ O2yadzYLliAz2y 2F RAFFSNBy LJdzo t AO 322
infrastructure, police, etc. Sonmithord RA & G Ay IdzA AaK 0SG6SSy G LIHzNBE 6 6A G
AYRSLISYRSYy(d 2F (GKS ydzYoSNJ 2F LR LMzZ FGA2y0 YR aO2)
public goods and services. The estimation of the consumption of congestdale by immigrants and at

what cost (e.g. marginal or average) depends entirely @weridibility of assumptions.

The alternative approach in estimating the fiscal impact of immigration is the dynamic evaluation model,
which looks athe longterm fiscd implications of immigration and calculates the net present value of the
hypothetical life cycle contributions of immigraht®ne possible method for quantifying the lelegm

impact is generational accountifgyhich calculates the present value of thet taxes (taxes paid minus
transfer payments received) that the typical member of each generation and sex can expect to pay in his/her
lifetime. Another approach used in literaturetie general equilibrium overlapping generations model,
allowing fora calculation of the present value tife net fiscal gain of admitting one additional immigrant.
The strength othe dynamic model is that #llows foraprojection of the lifelong net impact of a given
cohort of immigrants othe NS OA LIA Sy i O hatmyési this Pravidingdsiiohgh sOppoft for policy
design. However, it requires a large number of assumptions about future prospedtseedrehaviar of
immigrants, and about future government policies and decisions, thus imposingm thekeliabilityof the
projections’

Most recent studies evaluating the fiscal impact of immigration within EU countries suggest that immigrants
havearather small impactothe K2 &0 O2dzy i NEQa Lzt A0 FAYIlIyOSad b2l
coverage or assumptis, the bulk of academic research estimates the net fiscal impact of immigrants to
varyin the range of + 1% of GDP.

An nternationally comparative overview of the fiscal impact of immigration, based on the accounting model
(OECD, 201%83oncludes thatdepending a the methodology used and assumptions made, the fiscal impact

of immigration is small in terms of GDP (whether positive or negative), useiatijimited to Q5% of GDP.

The study finds that out of all 27 OECD countries considered, the net direct fiscal contributions of immigrants
are negative only in Germany, France, Ireland, Polanthartlovak Republidge is a factoconsideredo

be asignificant deternyf I Y& 2 F A Y Y A 3sNds ydirtri@s witkygakitikeGiscal pactt tend to
have a younger immigrant population, while countries with older immigrant populsticually havea
negative fiscal impact. Another important finding from the studyasttie net fiscal position of immigrants

is less favorable than that of natilsern, mainly driven by the lower taxes and social security contributions
paid by immigrants, rather than byhigherdependency on social benefits.

4Loeffholz et. Al. (2004), Dustmann and Frattini (2013).

5See Auberbach and Oreopoulous (2000) and Collado et.al. (2004).

6Developed by Auerbach, Gokhale and Kaiflid 991, 1994).

“For a more advanced overview of measurement issues related to the fiscal impact of immigration, see Rowthorn (2008).

8Thomas.Liebig and Jeffrey Mo, The Fiscal Impact of Immigration on OECD Countries, Interational Migration Ou26di8. OECD
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In most countries (witithe exception of thoseconsisting ofpredominantly older migrants), estimas
suggest that migrants contribute more in taxes and social contributions than they receive in individual
benefits. Moreover, when a less favourable fiscal positionsgxists driven mainly by thefact that
immigrants often receive lower wagasd thus makéower contributions, rather thathis being the result

of ahigher dependence on social benefits (OECD, 2014)

Dustmann and Frattini (2013) provide a large scope andtéongegimate of i1 KS 9 9! AYYAINI
contribution to the UK tax and benefit system over the period 2984. Their approach distinguishes
between two immigrant populatiomsall immigrants residing in tHéksincem pchp | YR G NB OSy i ¢
(from 2000 onwardt as well as between immigrants from EEA andEBA countries. The analysis goes
beyond the calculation of the difference between direct taxes and social security contributions paid by
immigrants and the social benefits and tax credits they receivealandconsiders the social housing, the
O02ada 2F LINRPOARAYI RAFFSNBYy(d GelLlSa o0alLlz2NBé |yR acC
AYYAIANI yGaQ &aKFINB Ay (GKS NBGSydzSa FNBY AYRANBOG i
c2 dzy OA € GFLE LI evySyda G2 ft20!I¢ | -dininsBcNFrapertd pakl byd 6 dzd A
odzaAySaasSaos | a ¢St fstopaernimahyravanids ffaman@resis2agdidMidlenddzand 2 y
G2 3F20SNYYSyidQa 3INERAaA tc2ThiSsidly liefedldthali dzNLI dza | YR NBy (&

1 Recentimmigrants are less likely than natives to draw state benefits or receive tax
credits both overall and in comparison to natives with the same age structure,
irrespective of the country of origin (EEA and-&B&A). RecelBEA immigrants aever
50% less likely than natives to recestege benefits or tax credits

1 recentEEA immigrants are less likely than UK natives to live in social haoding

1 in all fiscal years considered, both EEA andEt®A immigrants that arrivéathe UKsince 2000
have made higher contributions tbhe counté Qiscal system than the nativesloreover, the
recent EEA immigrants consistently have made positive net fiscal contributions, even during the
recent period of economic crisis when budget deficits and negative net fiscal contributions of
natives were clearly present.For the period 200011 EEA immigrants made a net fiscal
contribution of about 22.1 billion GBP (in 2011 equivalency), while the overall net fiscal
contribution of natives waanegativefigureof 624.1 billion GBMn relative terms this means that
in the same periodEEA imngrants contributed to the UK fiscal system 34% more than they
NEOSAGBSR AYy GNIYyaTFTSNE | yrily 8&6of 8hatiheyareceivdddie NS | &
fiscal systemThe athors conclude thaimmigration since 2000, in particular from the EEA
counties, has helped to reduce the fiscal burden for native workers, and contributed to reducing
GKS ''YQa . FAal0kft RSTAOAU

In an earlier study, amilar methodology was used by Dustmann, Frattini and Halls (2040attempt to

evaluate the fiscal implicatiasf migration flows tdhe UK following the EU accession of 8 Central and East
European countries (A8 countries) in 2004. The calculations are baslee siatic accounting model and
consider public transfers the form of state benefits, tax credits asdcial housing made to A8 immigrants

and to nativeborn workers against the taxes (direct and indirect) paid, social insurance contributions made
by both groups and expenditures for provision of public goods and sefiieestudy concludes that for the

period 20052009 the influx of A8 immigrantad alLJ2 & A G A @S A Y LI OG 2 § desipkeShe! Y Qa
fact that the UK governmentam a budget deficit over the periodccoding to the calculations made,
immigrantsfrom the A8 countriesvho arrived &er EU enlargement in 2004 and who have at least one year

C2NLY2NE RSGFAfaz asSceEChMVay28IMI GA2Yy t2fA08 586l (1S¢=
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of residence, and are therefore legally eligible to claim benefits, are 59 per cent less likely than natives to
receive state benefits or tax credits and 57 per cent less likely to live in sadaidhUnder all 3 scenarios
developed, A8 immigrants are explicitly contributing more to the public purse than receiving, while natives
are unambiguously receiving more than they contribute in taxes and social insurance contributions.

Ruist (2014) provis evidence forthe substantially positive net fiscal impact of unrestricted immigration
from Romania and Bulgaria to Sweden &fter2007 EU enlargement. The study is based on the accounting
method and covers all immigrants from Romania or Bulgaria mwivedin Sweden in the period 20Q010,
including second generation immigrants (Swedisin children of these immigrantsilis measurement

takes into account direct taxes, sard-loan repayments and individual transfers, payroll and consumption
taxes,public expenditures fathe provision of child care, schooling and health services, elderly and disability
care and other public services. The calculations show that in 2011 the net contribution 202007
immigrants from both countrieis equal to onesixth ofthe total public sector costs per capitaeaning that

the public revenues/costs ratio relating to this group equals 1.30. This result is explained with less social
transfers received and less average government spending for those immigremtparisonto natives. The

author concludes that EU15 countries where more-lwsdwn languages are spoken have reason to expect
even more positive results than Sweden. Differences in welfare sector sizes between countries should make
the results more positesin some countries and less positive in ottaersvell According to his findingsyb
countriesstood out as having unambiguous reason to expect more pesiéisults: the UK and Irelgnats

they both shard the advantages of the English language and of their comparatively small welfare sectors.
This conclusioralso suggests thahe UK¢ where political efforts toreduce future immigration from
Romania and Bulgar&ae most active in recent yearss in fat the country that has the least reason to
reduce it.

A number of studies using dynamic evaluation models provide empirical evidence that immigration could
potentially alleviate the burden of the welfare state causedrigging population.

Collado et.al(2004) estimate the longerm implication of immigrants on Spanish fiscal policy usiag
dynamic evaluation model (more specifically, generational accounting). The study clearly indicaes that
higher inflow of immigrants would resultarsubstantialy lower fiscal burden for future native generations,
especially for countries with aging populaton

A smilar approach is used for Germany in Bonin, Raffelhuschen and Walliser (2000). Bdksed on
generational accounting model, their calculations sugtpes if the prospective immigrants retain the fiscal
behavior of the current migrant residents, their net contribution to the Germany public finances would be
positive, lowering the total tax burden for future natives. Moreover, the sensitivity analydes indicates

that the positive impact of immigrants can be strengthened significantly by a selective immigration policy
favoring skilled immigrants and supporting their labonarket integration.These results have been
confirmed in several followp studies (Bonin 2002, 2006), estimating the average net contribution to
German public finances BUR A N1 LISNJ AYYAINI yid ! OO2NRAYy3A G2 .2V,
stays positive even after accounting for demographic aging in the fuheeerage net tax paymerns

EUR 1600 per capita in present value terms).

Some scholars concentrate on the questdmwhether and how immigrants benefit more than natives from

the social system dhe recipient countryBricker et al (2001) explore the diffaces between the welfare
dependency patterns of immigrants and native populatiorill European countries (Germany, Fratioe,

United Kingdomthe Netherlands, Austria, Denmark, Belgium, Greece, Finland, Spain and Portugal) prior to
the first wave of Elenlargement. Their simulations show that there is a slightly higher probability of
migrants relative to natives to benefit from social assistance and related welfare programs, but that the
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difference is weakThe athors conclude that some pressure on thvelfare programmes of the more
generous countrieshould be expected as a result of increased migration, but the effect is typically
moderate.

5ST22Nl YR G5NILIASNI o0unmMuO S@I t dzQ@&Sifardl gSem Fh¥iry A 3 NI
econometric mode shows that, controlling for different characteristics between natives and migrants,
overdependence of immigrants (and especiallySabaran and nortAfrican migrants) is present only with
regard to the unemployment benefits and the minimum guarantaedme.Migrantdependence on the

other disposals of assistance (pensions, family benefits, health reimbursement) is not significally different
from that of the natives.

De Giorgi and Pellizzari (2006) investidatee issue ofa welfare migration magneacross the E15
countries. Their empirical analysis suggests that there is a significant but small effect of the genéhesity of
welfaresystemon decisiongo migrate Although there could be a migration magnet across the EU countries
as a result ofhe generosity of the welfare systems, the estimates indicate that the size of these welfare
magnets is relatively low compared to the role of labour market conditions, such as the unemployment rate
and the level of wages.

As a conclusion, the above findinguggest slightly positive or neutral net fiscal impact from immigration,
meaning that they do not suppaatstrong case against largeale inflows.
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RESEARCH APPROACH

Data on actual contributions and benefits according to citizenship

One of the key factorehichaffects the scope and method of estimating the fiscal impact of EU migration is
the availability of detailed statistical information. In other words, it was essential to find data on both income
taxes and social contributionsvenues and expenditures on social benefit programs (including benefit
fraud).

During our researchwe reviewed the publications and databases within public institutions, including
governmental agencies and statistical bodies. We also identified keytiossitthat were responsiblor
revenue collection anthe administration of various benefit payments. The findings are presented in the
following paragraphs.

The review included several steps:

1 In each country we identified the relevant institutions

1 We suveyed the data they collemt and publisked for general use.

1 We contacted the national statistical institutesti@keinquiries aboutthe potential sources of data
on the topics of interest

1 We requested information from a list of institutions followihg freedom of information rules
whichapplied in each country

The research team identified two major types of institutions: revenue collection institutions (i.e. tax offices)
and institutions that were responsible for managing and distributing diffeenfit schemes.

The revenue agencies were asked to provide information on the total amount of revenue from direct taxes
for two major groups of taxpayers: the citizens of the country in question and-aHtiebals who are
obliged to pay taxes in the wotry. The requeshoted a distinction between personal income tax and social
security contributions.

The social benefit institutions were askadabutthe number of benefit claimantthe total amount of benefit
expenditures and identified cases of ben&fiud. The benefit recipients were divided into citizens of the
country in question and all Et&tionals who claim benefits.

The list of institutions to be contacted was compiled after a study of the legal framework regulating taxation
and social systenia each country. The requests for data from the national statistical institutes confirmed
that the identified institutions were the potential primary source of information.

The correspondence that followed proved that none of the official governmerntiiwsis collects data on
the citizenship of taxpayers or benefit recipients through a process that wouldf@iltve statistical use of
such information. The answers of the institutions which confirm that conclusion are briefly discussed below.

In the UKwe contacted HM Revenue & CustofidRChas the institution responsible fohe collection of
taxes and other government revenuadthe Department for Work and Pensiof3WP)as the institution in
charge of extending social benefits.

The HMRC was askétrough a standard Freedom of Information Act request to provide information, if
available, on the income tax and national insurance contributions collected fraratigblls who are not
UK citizens but are taxpayers in the UK. In due time, the instiN®riLJt A SR/ AKIRIA @A Rdzl £ Q&
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citizenship does not in itself affect their UK tax liabilities andhfesmation on this is not collected
systematicallyg

¢KS 52t O2y TTReNDefaRmerit KHedks thednationality and immigration status of benefit
claimants to ensure the benefit is paid properly and to prevent fraud. While this information is used, it is not
recorded as part of the benefit payment administrative systdimsonsgder the information request would

require scrutiny of clerical records for all benefit recipients to identify those who are UK citizens and those
who are citizens of other EU countries, @hnen collate that informationBecause no central record is kept,

this information could only be provided by examining individual investigatiort fle¢ KS 52 t K2 g
pointedusi 2 | LJzof AOIF GA2Y (GKIF G LI NI A INatiogal InsiNghe@ hiBer Ay T
allocations to adult overseas nationals entgrine UK 6 ¢ KA OK A & daNdinSHisfeport)LiNUSa Sy G S
mentions its own assessment on benefit frdudough it does not distinguish according to nationality.

In Austria we contacted the Federal Ministry of Finance (Bundesministerium fureRnartzey did not
provide the requested informatiorondid they comment on the reasofar their nondisclosure

The Federal Social Ministigupdesministerium flr Arbeit, Soziales Wmhsumentenschufzreplied that
aunfortunately,[they] did not have any administrative data showing a detailed picture of social expenditure
for migrants¢ ¢ KS & ukd® Aw (as&sments done by their ministey] dzaf NYRSNL Yy Sy
{2T AL £ &0 I ahdarg®2d SINNE S@sitiaegy @15 a0sBgnR S N v yoSglssed/brieflydn
thisreport. They are both based on data from the EuroStatistics on Income and Living Conditi@&i& ¢

survey for 2008 and 2011 respectively. Additionally, Statistik Austria confirmed that no statistical body in
Austria keeps data on the citizenshiptebenefit recipients.

In Germany, the Federal Central Tax Office (Bundeszentralamt fiir Steuern) replied that there is no central
database on the tax receipaghich comdrom individuals.

The Federal Labour andcsd Ministry (Bundesministerium fir Arbeit und Soziales) acknowledged the
receipt of the information request but despite further attempts did not send a comprehensive answer.

The Publidnformation Srvice of Netherlands replied that all statistical ingsi should be directed at
Statistics Netherlands.

The Ministry of of Social Affairs and Employment in the Netherlands advised us to direct the information
request to the Employee Insurance Agency in Netherlands (UWV) and the Social Security Banth€SVB) as
institutions whodealdirectly with benefit payments.

¢KS 9YLX 28S8S Lyadz2N» yoOS ! 3Sy0é Ay bSGKSNIlIyYyRa o) 2
yEGA2y Lt AGe Aa y20 FOFAtflIofSeés | yR TdaNfrdg@mdadadSy G 2
expenditures for the total population. The Social Security Bank (SVB) acknowledged the receipt of the
information request and answered that they wotdghlyif such information was availabk; the date othe

publication of this reporto further communicatiomasoccurred.

The outcome of the information search confirmed that government institutions responsible for both
revenues and expenditures do not keep databases with nationality (citizeh&hig)one of the key
variables. Thiprevents the extraction of data breakdowns according to citizenship and therefore no actual
data is available for idepth analysis on the contribution and outlays related tariidprants in EU member
states.

10&Fraud and error in the benefit system: preliminary 201204 estimates @ 5 S LI NI YSy i F2NJ 2 2NJ] FyR t S
15 May.2014:
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Statistcal data on benefits and taxeSescmption of data availability

BOX HSCAL CONTRIBUTIGNFOREIGNERSANSTRIAASSESSMENT BY AWSTRIAN
MINISTRY CBOCIAIAFFAIRB

The Federal Ministry of Labour, Social Affairs and Consumer Protection has madt
attempts to measure the fiscal imgt of foreigners on the Austrian public finances. Bas:
the Eurostat SILC 2008 data, it estimatemproportion of Austrians, ERF nationals and thil
country nationals in social security contributions and the monetary benefits. The cal
only includes fiscal revenue collected by contributory schemes (funds), while other ta
excluded. It also accounts for the monetary benefits alone, which lealga-kind benefits tc
be accounted fdmost notablyg healthcare, where Hkind shaing of expenses exceeds 75%

The conclusion was thébreigners are sgalled net ontributors. Austrians pay 89.386 al
contributions to the contributory social protection schemes, i.e. contributions for pt
insurance, health insurance, acciddansurance, unemployment insurance and the Fe
Burdens Equalisation Fund. Their share of the resulting cash benefits¥%s P&8igners p:
10.P% of all contributions (EU nationals pay 4.7%), while they receive ofty(B.5% for E
nationals) of thecash benefits.

An estimate based on the Eurostat SILC data for 2011, which was disclosed to our tean
a similar picture (seeablel). Overall, foreigners contributeiice theshare in social funds (i
contributory schemes) than thegceivein benefits. For pensions in particular, they contrit
9.7% of total pensiorelated contributions, while theseceiveonly 2% of total pensierelatec
expenditure. However, this includes only monetary benefits, wiicfactoexcludes healt
related costs. Ko, it does not distinguish between EU and -Bth foreigners. Other t
contributions, e.g. income tax, are not included in the calculaiibier.

Tablel: Social contribution and expenditure of foreign citizens residing in Austria, 2011

Fiscatontributions Country total Share of foreigners

Health 12200 8821 7.2%
Unemployment 4810 509 10.6%
Pension 24366 2357 9.7%
Accidents 1357 135 9.9%
FLAF contribution 4702 460 9.8%
Total 47435 43431 9.2%
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Benefit expenditure Country total Share of foreigners
41

Sickness 508 8.1%
Unemployment 2850 434 15.2%
Pension 39209 802 2.0%
Accidents 380 11 2.9%

income Sl;izog’“jzg: 4892 935 19.1%
Total 47839 2223 4.6%

Source: Federal Ministry of Labour, Social Affairs and Consumer Protection, based on Eurostat SILC 2011 data

BOX BENEFIT CLAIMANTS®BMZENSH(RSSESSMENT BYEUKDEPARTMENT QWORK ANL
PENSIONS

The UK Department of Work and Pensions (D@B)ishes an annual report on Natic
Insurance Number Allocations to Adult Overseas Nationals Entering thé phigvides statistic
regarding National Insurance Numbers (NINo) allocated to adult overseas nationals ent
United Kingdon{UK). A NNo is generally required by any overseas national looking to w
claim benefits/tax credits in the UK, including the self employed or students working part 1

As the DWP is responsible for administering various benefit schemes, it producesy
nationalstatistics of benefit claimants in tHéK Data on nationality is not routinely publishe:
the source systems used to capture and process benefit claims typically do not ir
nationality marker. For contributory benefits, nationality s @ qualifying factor, as eligibility
determined by the National Insurance contributions that the claimant has made. Fo
incomerelated benefits where residency conditions apply and the claimant must be |
resident in theUK nationality isa factor. Once residency has been determined, nationality
required for further processing and is therefore not routinely held on DWP computer s'
Therefore,the DWP only provides an estimate of the number of people currently cli
benefiswho, when they first registered for a NINo (that is, first entered the labour market
non-UK nationals.

The key findingsf the DWP estimate are as follows:

Asof February 2014, 5.3 million people were claiming DWP working age benefits. OB&%
000 (7.4%) are estimated to have been AdK nationals when they first registered for a N
This compares with 39000(7.0%) in Feb 2013.

Across all DWP working age benefits, 33% of those claimants who wedKnaationals at tf
time they firstregistered for a NINo were from within the European Union.

11.7% of Jobseekers Allowance claimantof&ebruary 2014) were nedK nationals atheir

lISee: Statistical Bulletidational Insurance Number Allocatsoto Adult Oversas Nationals Entering the ¢i&gistrations to June
2014 https:mwww.gov.uk/government/uploads/system/uploads/attachment_data/file/348047/NINo_Analytical_Report_Aug14.pdf
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NINo registrationandof these 48.4% were from within the European Union.

As of February 2014, apprimately 15% of working age UK nationals were claiming ¢
working age benefit compared to 7% of working agebkmationals

Tablel: DWP working age benefit claimant¢hie UK as of February 2014
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UK 4914 1012 2316 442 499 129 444 72
EU nationals 130 65 39 7 10 2 5 2
Other foreigners 266 69 104 31 36 8 13 5
Total 5310 1146 2459 480 545 139 462 79
Source: DWP
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As seen fronthe benefit claimants and population statistics, EU nationals of working age
average about 50% less likely to claim a benefit. The only type of benefit they clai
frequently (3.6% of the working age population compared to 2.9 % for UK nationals
jobseeker allowance. For other benefits, e.g. incoafeted support, the share of EU natiol
that claim benefits is 2-8 times lower than the country average.

Chart5: Share of population claiming benefiis,the UKas of February 2014
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Source: DWP, Office for National Statistics, own calculations

Macroeconomic approach to assess contribution and expenditure

The initial research confirmed that government institutions collect and keep only a limited scope of actual
data on benefits claimed and taxes and contributions paid by EU citizens living in other countries. The
methology for assessment of the net fiscapact of EU migrants is therefore based upon existing statistical
data and several assumptions which will be discussed in the following paragraphs.

Statistical data; indicators, sources, availability

Data on populationEurostat and national statistidalstitutes provide annual data on populationeach EU
country with a breattown according to citizenship, agedlevel of education.

Data onlabourmarket statusthe EU Labour Force Sun{e¥Sjs a large household sample survey providing
guarterly resilts onthe labour participatiorand nonparticipationof people aged 15 and ovemeaning it
includes persons outside the labour force as. w4l conducted by theational statistical institutem all 28
countries. The survey generates data on employment and unemployment status according to citizenship,
age,andeducation level.

Data on income and living conditiofise European Union Statistics on Income and Living Conditions (EU
SILC) is an imgiment aimingtocollect multidimensional microdata on income, poverty, social exclusion and
living conditionslt is conducted by the national statistical institutes in each country. It provides data on
mean income according tatizenship, as well as agdakdown of sources of personal income.
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Data onpublic expenditure on benefitS'he European System of Integrated Social Protection Statistics
establishes a framework for theltecton of data on social protection expenditure in the member states.
Eurosta provides access to data total spendingor eachmajor type of social benefit in EU couasr

Data on wages by occupatioFhe national stastical institutes provide data on average wages according to
occupation group and other characterisrics.

Data ontax revenues from direct and indirect tax&rostat collects and provides data on the public
revenue according to tax type for each member state.

Key assumptions and calculation approach

To determine social expenditure paid to-tBteigners we use actuaata on total social expenditure by
benefit type in each country and then apply a specific set of assumptions to estimate the share of the total
spending that is received by them.

Unemployment benefits
Key assumptions:

1 The number of Efbreignersreceiving benefits is equal to the number of unemployeddekigners
according to LFS data on unemployment rates.
1 Nationals and EU foreigners receive on average equal unemployment®enefit

Odk 38 FyR AdNDAG2NBQ LISYyaAz2y4a

The share of Efbreigners who&ceive public pensions is equal to their share in the population aged 65 and
older.

The size of the pension benefit that EU migrants receive is about half of the size of the aveaggeaoldi
survivor benefits for each country. The rationale behind ab@imption is based on a few observations.
First, EU migrants tend to receive wages that are close or lower than the average wage in these countries
(with the exception of the Netherlands). Second,-timel to onehalf of the migrant population aged 65 or

older in 2013 has settled in the four countries after 2007. Third, statistics on the actual amount of pensions
paid to EU migrants in Austria confirm thatfit¢igners receive half of the average pension in the country.
According to these observationsEU migrants qualify at all, they would receive substantially lower pension
payments than the average.

Family and children benefits

The share of non meaitested benefits received by Ebkreigners is equal to their share in the population
aged less that8 years old.

We assume that the best available approximation for determining the eligibility of persons fortesteads
benefits is the atisk-of-poverty rate; the share of meatssted family and children benefits received by EU
foreigners is thereforelerived through their share of the population aged less than 18 years old including
adjustments for the atisk-of-poverty rates for nationals and EU foreigners (see the box below).

Housing and social exclusion

As stated above, we assume that the bestlalvke approximation for the eligibility of meatested benefits

is the atrisk-of-poverty rate; the share of meatssted family and children benefits received by- EU
foreigners is therefore derived throudieir share in the total populatioand includig adjustments for the
at-risk-of-poverty rates for nationals and EU foreigners (see box below).
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Health and sickness
The health spending per capita is closely related to age, as sickness is related to age.
EUforeigners and nationals have equal access #itheare services.

We estimate the agdriven spending differences and the age structure ofdeéigners and nationals to
determine different spending per capita (see box below).

We divide the total health and sickness spending according to the per cagiga

Disability benefits

The occurance of disability per capita is closely related to age.

EUforeigners and nationals have equal access to disability bebefits provided they have equal disability.

We estimate the agdriven spending differences and thge structure of Effbreigners and nationals to
determine the different spending per capita (see box below).

We divide the total disability spending according to the per capita costs.

To determine the direct taxes paid by-félteigners, we try to estimatine employment income received by
them and the level of taxes applied on this income by using several assumptions.

Based on data on wages in different sectors and occupations and previous research on the matter, we
estimate the average wages that-fleigners typically receive.

The direct taxes that we analyse include personal income tax and social security contributions levied upon
employment income.

To calculate the tax burden we use the most common statutory social security and income tax rates applied
to specific levels of income. The sources of information include both the legislation of each country as well as
the OECD database on tax policy and burdens on labour income.

To assess the indirect tax contributions offefdigners we estimate their incamand their saving and
consumption rate .

We use data from Eurostat and individual governments on total revenues from consumption taxes by type of
tax.

Based on data from national accounts and government revenues we determine the effective consumption
taxrates.

We use data on median income and and saving rates to determine the consumpticfoddigters.

We apply the data to the population of feigners to estimate their overall contribution through indirect
taxes.

BOX HEALTHCARE COSTS AGBAUSTRIA

Whereas the factors determining individual health status are numerous and complex, tl
various studieswvhich confirm that healthcare costs for the average person in deve
countries increase with ageA krge amount of crossectional datashows a positive
relationship betweerthe age of an individual and spending on his/her health care. Emr
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evidence, based on data from a set of industrialized countries, shows that total hea
provided totheaverage person over 65 yeaskl coss from 2.7 to 4.8 timés or from 2.¢
(Germany) to 5.3 (Japan) timéas much as health care providedhe average person aged
64. According to the other calculations-3%% of total health expenditure is spent on elc
people!* Comparative data conilpd byprofessor Paul Fischbeok Carnegie Mellon Univers
also shows that this relation is quite strong in theird®mpaisonto some EU countries (<
Chart 6.

Chart6: Annual per capita healthcare cost by age
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Using data on personal expenditure on health by age in Austria for 2011 we can derive
structure in the country. As seen from the data, spending on the population older tha
almost equal to the spending on the entire working age populdtiged 1564), despite th
significant difference in the number of people in each group. The shahe obst related t
children below 15 is less than 6% of total healthcare spending, or less than EUR 2 billiol

12Anderson G. and P.Hussey (20@@ppulation Aging: A comparison Among Industrialized CountHeslth Affairs vol.19(3),
pp.191203

13Renhardt U.E. (2000§Health Care for the Ageing Baby Boom: Lessons from Abroad
The Journal of Econonierspectivesvol.14(2), pp.7-B3.

14Jacobzone S. (2002} ealthy Ageing and the Challenges of New Technologies. Can OECD Social a@dreleifdtas Provide
for the Future®, inHealthy Ageing and BiotechnoloBwlicy Implications of New Resea@&ECD
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Table2: Personal expenditure on health by age in Austria, 20 EUfinillion)

Age Total spending in EUR million As a percentagehareof total spending

under 1 307 1.1%
1-4 398 1.4%
5-14 1009 3.5%
1544 6177 21.3%
4564 7726 26.7%
6574 5043 17.4%
75-84 4864 16.8%
85+ 3407 11.8%
Total 28931 1000%

Source: Statistics Austriatt://www.statistik.at/)

As seen fronthe data, the relative share of healthcare costs on patients aged 45 or you
lower than their sharef the total population of Austria, whereas after the age of 65 a sr
group ofthe population accounts faen evergrowing share dfealth spending.ie average pe
capita spending of around EURS) per annum is very close to the average for thé4ag:
group. It is about EURBDO for infants & years of age, theibfalls to EUR 200 forchildren5-
14 years old and then graduallyincreasego reach EUR 1000 for 7584 year olds and E!
17000for 85 and older.
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Chart7: Healthcare costs and agkustria 2011
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Assuming that EQ7 citizens on average have similar health status, and also that the
equal access to health services, their contribution to the overall healthcare costs
calculated. As the age structure of-EU citizens residing in Austrdiffers from that of th
country average, the average per capita spending will also differ. The larger share of
born population in the 1514 age group is the key factahich explains the much lower [
capita spending EUR %70, or only 75%f the country average.

Table3:Healthcare costs for ER foreigners by age group

EU27 Foreigners 20225 27327 196354 82459 15055 5718 2405 349543

Healthcare costs o
EU27 foreigners (ir 36 33 360 278 94 58 41 900
EUR million)

Source: Statistics Austrlattp://www.statistik.at/), own calculations
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Box DISABILITY AND AGERMANY

As thereis official statistical data on disabilignefit recipients according to citizenskpich i
publicly available, thstudy relies on an expert estimate. In this report we assume jteakey
determinant of disability is age, and that people with disabilities have equal acces
disabilitybenefits irrespective of their citizenship.

Data from Germany suggests that people with relatively legéls ofdisability fall most
within older age groups. Almost 55% are aged 65 or older, and 76% are aged 55 as o
2013. Between 2011 and 28, the entire increase in the total number of disalpedple(50¥
disability or higher) are in tHgb+ age group. As the disabled make up 9.2% of the total G
population, 24.1%f them arein the 65+ age group and 15.3%e in the 5564 age group. /
the same time, in the 284 age group thegomprisebetween 2.3% and 3.4% of the populat

Table4: Number of disabled persons with 50% disability or more, in thousands

Share of total disabled

Age 2011 2012 (2013)
under 4 14.3 142 139 0.2%
4t06 143 144 141 0.2%
6 to 15 94.7 980 99.8 1.3%
15to 18 383 387 413 0.5%
18to 25 1222 1240 1205 1.6%
251035 2101 2237 2366 3.1%
351045 4176 3902 3633 4.8%
45to 55 8745 9163 9319 12.3%
55 to 60 6743 688.2 698.0 9.2%
60 to 62 3318 3543 3482 4.6%
62 to 65 446.1 5365 5896 7.8%
65 and over 38635 38907 40916 54.2%
Total 71017 72892 75490 1000%

Data: Federal Statistics Offiganw.destatis.de

As ELP8 citizens in Germany have different agenposition given that they have on aver:
the same probability of becoming disabled, we can estimate the number of disabled am
group ofthe population. As the ERB foreigners tend to be youngdhe overall number «
disabled among them will be proportionately lower than for the country as a guhb% ofthe
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population compared to 9.2% among the population of Germany in general. If we assu
age is the key determinant of disability, then Elg28 citizens are abowine-quarteress likel
to be disabled, or in other words, the share of disabled persons among them w
approximately 75% of the share that pertains to the overall population in the country. 1
be used to estimate the amunt of disabilityrelated benefits, while assuming that coul
nationals and E¢¢ountry foreigners on average have equal access to the welfare syste
regards to such benefits.

Table5: Estimate of disabled persons from-E8countries residing in Germany

Number
Disabled| Total of
C population| EU28 | Percentagq disabled| Percentageate of

German i citizens rate of EU28 disabled E\28
Age citizens i disabled | citizens citizens
upto24 2897 19600 559 1.5% 8.3 1.5%
2534 236.6 10200 618 2.3% 14.3 2.3%
3544 3633 10700 633 3.4% 215 3.4%
4554 9319 13700 515 6.8% 35.0 6.8%
55-64 16358 10700 373 15.3% 57.0 15.3%
65+ 40916 17000 823 24.1% 777 24.1%
Total 75490 81900 3021 9.2% 2139 7.1%

Data: Federabtatistics Officenww.destatis.dg | dzii Kcalol#Eiehs

BOXx AT-RISKOFPOVERTY RATES ACOQETRIDO CITIZENSHIP

Benefit programs that are meatssted use a complicated set of criteria to defihe eligibility
and level of the benefit received. At the same time, dattherndividual condition of nationz
and EWoreigners to allow foran in-depth analysis of the amount of benefits that car
claimed by each groupis not available. However, a na@mrminant is the level of incon
Typically, only people with very low income are eligible for the major riestesl benefits.

can further be assumed that even with welfare suppambst of them will still have
significantly lower total incomia comparisorto the country average.

Therefore, data on the share of the population at risk of poverty can be used to de
estimate on the relative amount of benefits received by country nationals ad@ Edeigners

The main source for the compilati of statistics on income, social inclusion and

conditions is the ESILC instrumenimentioned above In particular, theEUSILC provid
estimates on the share othe population atrisk of poverty. Within the Elpoverty is normal
measured by ugsg relative income poverty lines. This involves working out average or |
equivalised household incomes in a country. A poverty \litdch is a percentage of tf
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average incomeis then setCommonlythese poverty lines rangeoim 4070% of househd
income. In the EU people falling below 60% of median income are considered teridk-of

L2 SNIi e ¢ o

Table6: Share of population atskof poverty, country nationalss a percent

2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013

European Union
(28 countries)

European Union

(27 countries) 151
Germany 119
TheNetherlands 9.1
Austria 10.6
The UK 17.6

Source: Eurostat SILC
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Table7: Share of population aiskof poverty, EU nationals (EJ prior to 2008, E28 sincg

2009) asa percent

2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013

European Union
(28 countries)

European Union
(27 countries)

186
Germany 16.0
TheNetherlands 9.0
Austria 20.1

TheUK 20.5

Source: Eurostat SILC

As seen from the data, the-ask-of-poverty rate is on average highemong EWoreigner:
compared to the country nationals in the EU as a whole. With some exceptions, this ¢
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applies to each country throughout the 262813 period.
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Table8: Difference in population aiskof poverty rates (Efbreignersto-country nationalsas

a perceny

Germany 34% 37% 7% 37% 14% 49% -3% -17% 12%
TheNetherlands 1% 0% -11% 43% 5% 83% 175% 15% -20%
Austria 90% 35% 53% 39% 88% 60% 105% 204% 190%
TheUK 16% 34% 44% 2% 18% -25% 12% 1% n.a.

Source: Eurostat SILC

The atrisk-of-poverty rates among the native population are stable duringstimae perioc
(20052013) while for Etforeigners itvaries significantly. This can be attributed in part tc
small sample size for foreign citizens in the suyrwelgich gives results that are 1
representative. However, some of the changes might be attributed to the inflow of m
with a lowlevel d skills who fail to find, conly manage tdind, very poorly paid jobs. As
some countries the unemployment rate for-Eldeigners increased after the crisikis coulc
also explain the difference in-ask-of-poverty rates. The ratio reaches 200fsome yeargthe
share of the people at risk of poverty among-f&tdignersis twice that of the nati
populatior) in Austria and 175% in the Netherlands, while at the same time the diff
shrank in Germany and th#& with some years showing lowerymrty among Edfbreigners.

Assumptions and main risks in the estimate

Whenever possiblave have tried to use conservative assumptions. This means that the benefits claimed by
EUforeigners willikely beoverstated. For examplave assume that

1 Those who respond that they are unemployed inltabourForce Survey are all claiming
unemployment benefits. However, themgaybe some people who are not currently employed (at
the time they were surveyed) but are not receiving benefits

1 EUf{oreigners recere on average the same size of unemployement benefit as the nationals.
However, benefit amounts are typically related to the wage income prior to the loss of employment
and also to time in the ja@meaningome Ekforeigners as newcomers will probakigeie the
minimum amounts due to lack of prior employment in the country.

9 Health status is the key determinant of health spending. In other words, as all people tend to get
sick, we assume that adjusted by dgeforeigners will have equal access to heatttviges. In
reality, however, some recent migrants continue to use at least some health services in their country
of origin thus reducing healthcare consumption in the destination country.

1 Snce EUJoreigners tend to have lower wages on average, and soenabre likely to be atskof
poverty, they proportionately receivdagerper capita share of the meaissted social benefits.
However, access to meatested benefits (income support, housing, etc.) is a complicated multi
step process which in geratiprovides advantageo local people.

1 Sel-employed EWoreigners (e.g. in services, entrepreneurs) receive on average income equal to
the estimated employment income for Edfeigners. However, there are strong arguments to
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suggest that most of these pple are trained professionals that typically ealboveaverage
income, and therefore pay higher taxes and social contributions.

Further,

1 We do not calculate the transfer of income from the home country to support steiderihg their
time of study in tlke respective country.

1 In calculating the direct taxes that EU migrants paid, we take the tax wedge for a single person
according tadhe OECDThe tax wedge for a siegberson, instead of a couple or a single parent, is
chosen for simplicityAccording tdOECD data, the difference taeten the tax wedge for a single
person or a couple is often not significaf. avoid double counting, when we calculate the tax
contriutuon of EU migrants, we exclude the impact of child/family benefits, which have already bee
reflected in the estimatesf child/family benefits paid.

9 To calculate the total amount of direct taxes paid byfdeeigners, we take into account the total
numberof people employed, including all forms of employment such as employees and-the self
empbyed. The underlying assumption is that-sefiployedindividualsreceived income close to the
SYLX 28S8SSaQ ¢ 3Sad | SigeddEs thaked) manisipaid isicnsepvatived 2 G I
because some sedimployed people earn substantially higheioime than the average wage. What
is more, when calculating the fiscal contribution of EU migrants we ignore the tax impact of
extremely highet worth individuals who reside in these four EU countries.

i To calculate indirect taxes paid by-teteigners we assnethat EU migrants save the same
percentage of their current income as the country average. In other words, EU migrants have the
same household saving rate as the typical household in theatespeountry. On one hand, if they
cover their basic needgU migrants who receive lower wages cannot afford to save as much as the
natives. On the other hand, some EU foreigners, especially those working temporary or seasonal
jobs, tend to savalarger percentage of their current income. EU migrants with permtgobs
who have settled for a longer period of time, however, are most likely to save close to the country
average. Taking into account these observations, it looks reasonable to dsauiié migrants
havean overall savingrate which isclose to theaverage for the host country.

1 When we calculate the contribution of EU foreigners to indirect taxes, we assume EU migrants have
the same consumer basket as the typical household in the country. This assumption is important
because it determines how much EU migrants pay in the fothreoflue added taR/AT)and
other indirect taxes. It could be argued tfi#l migrants who hawaower-than-average income
tend to spend more on basic necessities and less on services, some of which are tax exempt. This
implies that EU foreigners are likéo pay more indirect taxes per each euro spent compared to the
typical consumerHence, the contribution of EU migrants to indirect taxes in the host country is
likely to be on the conservative side.
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BoX LIST OF KEY INDICAS@RD VARIABLESED INHE CALCULATIONS
Population aged 18 or youngecountry total

Population aged 18 or younger-&iigrants

Population aged 65 or oldercountry total

Population aged 65 or oldelEUmigrants

Number of employed aged %! ¢ country total

Number of employedged 1564 ¢ EUmigrants

Number of unemployed country total

Number of unemployed EUmigrants

Total expenditures in EUR 8itkness and health bensfit

Total expenditures in EUR on Disablilépefits

Total expenditures in EUR on @Igebenefits

Totalexpenditures in EUR on Survivioesiefits

Total expenditures in EUR on Family/Childemefits

Total expenditures in EUR on Unemploynimmtefits

Total expenditures in EUR on Houdiagefits

Total expenditures in EUR onSocial exclustoefits
At-risk-of-poverty rates; country total

At-risk-of-poverty rates; EUmigrants

Estimated per capita healthcare spending for age grqupsintry total

Estimated per capita healthcare spending forniigrants¢ country averages adjusted to {
YAINF yidaQel 3S &dNHzOG dzNJ

Estimated per capita disability spending by age grqupsintry total

Estimated per capita disability spending forrgrants¢ country averages adjusted to 4
YAINIryiGaQ F3S &idNuzOG dzNB

Total government revenue from personal income tax and smxakity contributions
Total government revenue from VAT

Total government revenue from other consumption taxes

Estimated average wage per employdaUmigrants

Estimated effective tax wedge on average wage per emplpkeinigrants
Effective VAT tax raten gross consumption expenditure in the economy

Houselold saving rate country total
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POPULATION DYNAMIQ®ATHE LARMBR MARKET

In 2013 there were 13.7 million EU citizens living in another EU countryEUhtragrants represented 2.7%
of the entirepopulation of the Union.

The number of EU migrants increased substantially between 2005 and A1x18.810 000 EU citizens
moved to Germanjrom20052013. Theravere more thanthree million EU citizens living in Germany as of
2013. The Netherlandsas hane to 380000 non-Dutch EU citizens in 2013. Their number has increased by
63% or 148000 between 2005 and 2013. EU citizens living in Austria almost dofrble@0052013,
reaching 41%00in 2013. ThdJKhad more than 2.4 million EU citizens in 2013, as their number has more
than doubled since 2005.

Chart8: Number of EU migrants 005 and2013
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Source: Eurostat

The opening of théabour market in Europe provided new job opportunities for migrant workers, whose
share has been gradually increasing. In Germany, the share-Gferoran EU citizens grew from 3% in 2002
to 3.7% in 2013. Similarly, n@utch EU citizens in the Netherlands iased from 1.4% in 2002 to 2.3% in
2013. The share of ndocal EU citizens living in Austria more than doubled during the same Rdrad
2.3% in 2002 to 4.9% in 2013. Thkalso saw immigration flows accelerate. The proportion ofBidtish

EU citizas living in théJKgrew fom 2% in 2005 to 3.8% in 2013.
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Chart9: Share of EU migrants agpercentof total population
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Source: Authors' calculations based on data from Eurostat

EU migrants consist mostly of people betweendbes of 2&14. There are almost 1.5 millidaU migrants
between 2044 years oldn Germany, 22@00in the Netherlands, 21800in Austria and 1.4 million in the

UK EU migrants between 2B years oldnake uphalf or more than half of all EU migrants ier@any,
Netherlands, Austria arttie UK For example, 49% of EU migrants in Germany are between 20 and 44 years
old. What is more, EU migrants are on average younger than the native population. 32% of the total
population in the Netherlands is between 2@lat4 years oldwhereass8% of the EU migrantsll into that

age category

Chartl10: Share of people 204 years old in 2013
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Source: Authors' calculations based on data from Eurostat

There were 311 000gople aged18 or youngelin Germanyabout50 000in the Netherlands, 7000 in
Austria and 45@00 in the UKin 2013.Overall, he share of peopleinderl8 islower among EU migrants
compared to the native population in each of the four EU countries. For example, ctaanernsejust 10%
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of the migrant population in Germangompared to 17% of the total populatiohe situation in the
Netherlandss similarwhere the populatiorof EU migrants under the agel8fis 13%compared to 22% of
the total population. The diffences in the share of the younger population in Austriatb@tUKare not as
pronounced, but even in those two countries childrenasenaller percentage of EU migrants compared to
the total population.

Chartl11: Share of peoplender the age o018 in 2013
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Thereare 324000 EU migrants above the age ofit&ermany, 2000in the Netherlands, 2600in Austria

and 179000in the UK The share of people aged 65 or oldeno are typically not economically active, is
lower among EU migrants compared to the native population. For example, EU migrants aged @5 years
oldermake up11% of the EU migrant population in Germany, while the overall share of people at the age of
65 or olderis 21% in Germany. Altogether, the share of older peopl&itirdes €éssamong EU migrants
compared to the total population.

Chartl2: Share of people aged 65 years @eyin 2013
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Source: Authors' calculations bassddata from Eurostat

EU migrants consist, on average, of people whigher education than the population of the country they
move into. People with universitylevel education are more prevalent among EU migrants compared to the
total population. 28% of the migrants coming from EU members have university degmapared to

24.2% of the total population. The differences are especially pronounced in Austria &H< floe example,

in Austria 17% of the total population haaeniversitylevel degre compared to 30% of the EU migrants
there. Similarly, in th&JK42.5% of the incoming EU population maseived possecondaryeducation
compared to 34.8% of the overall population. In Germany, the share of university graduates is only
marginally higheamongst the total population (24.8%) compared=td migrants (23.8%/0he larger share

of university graduates among incoming EU citizens reinforces the theory that seeking better employment
opportunities is the primary motive behind irdE&J migration.

Chart 13: Percentage of population with higher education in 2013
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Source: Eurostat

Furthermore, employment rates for EU migrants are higher (8&&a)the entire population (64%) of the

EU. Employment rates are only slightly lovarEU immigrants compared to the local population in the
Netherlands and Germany. On the other hand, employment rates are higher for EU migrants in Austria and
particularly in theUK About 77% of the workingage EU migrants are employed in 1 comparedto

70.8% of the total population. €kestatistics largely confirm that job opportunities are the main driver of
migration within EU.
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Chartl4: Employment rates in 2013

m Total mEU migrants

73 73
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Netherlands Kingdom

Source: Eurostat

Unemployment is slightly higher among EU migrth@a the total population in Germanthe Netherlands

and Austria. For examplie, the Netherlandshe unemployment rate is 8.6% among EU migrants compared
to 7.1% among the total population. However, ie thK unemployment is lower among EU immigrants
(6.4%)hanthe O 2 dzy \iefddeof 6.9%

Chartl5: Unemployment rates (annual average, as of-20d.4)
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Source: Authors' calculations based on data from Eurostat
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MIGRANTS AND SOCIXPENDITURBESULTBY COUNTRY

Austria

EU migrants receivd@UR2.4 billion in benefits in 2018ompared toEURL.2 billion in 2007. The increase in
GKS G2t FY2dzyd 2F 9! YAINIyYyiGaQ o S Firstitie walfare R dzS
state in most EU countries expanded, especially in the aftermath of the global financial crisis. Total benefits
granted by the Austrian government to all citizens increased by 25% overall between 2007 anfr@dl13
EUR74 billion in 2007 toan estimatedEURS2.7 billion in 2013. Secondly, Austria attracted new immigrants
from within the EU. EU citizens living in Austria rose from 3.2% of the total population in 2007 to 4.9% in
2013. The immigrants contributed to direct and indir@xes but also received a portion of the government
benefits.

EU migrants receiveath estimatedEURB76 million in sickness and health benefits in 2013 comparet/B

460 million in 2007. Disability benefits assigned to-Aostrian EU citizens weresalon the rise; from EUR

138 million in 2007 t&EUR252 in 2013. It should be noted that EU migrants in Austria are on average
younger and probably in better health than the typical native citizen and, hence, are assumed to receive
smaller healtkrelated benefits. 52% of the EU migrants in Austria are between the ages4df @mpared

to just 34% of the total population. This is the reason why incoming EU citizens are considered 25% less likely
to receive sickness and disability benefits than the avekaggian citizen.

The share bthe older population (aged 6&r olde) is three times lower among EU migrants compared to

the total population in Austria. People who are above 65 yearmakd up a mer&% of EU migrants as
opposed to 18% of the overglbpulation. The total humber of EU migrants above the age of 65 has
somewhat increased in Austria during the past 12 y#ans 15 thousand in 2002 to 26.5 thousand in 2013.

This is the primary reason why ¢ld3 S | YR & dzZNIJA @2 NE Qloaal EY StiFehdihave grawin | A y S
during the past decade. In 2013, EU migrants received @S | Y R & dzNIJA @2 NEEURIOB Y ST A |
million. This is still a small fraction of pension spending. Total pension benefits in Austria wereEliiRe to

47 billionin 2013.

EU migrants were the recipients of family/children benefits equivale®@UB447 million in 2013. The
increase of children benefithroughoutthe past 7 years is a direct consequence of the rising share of
children from other EU countrieghich reached 4.4% in 2013. Nevertheless, the typical migrant family still
has fewer children than the average Austrian household.

In 2013, EU workers in Austria received unemployment benefits amountitigRé31 million.There were
19.4 thousandcEU migrarg out of work in Austria in 2013 according to Eurostdtich is9% of the total
unemployment in the country. Overall, unemployment in Austria is higher among EU migrants.

Housing and social exclusion benefits received by EU migrantsawerabinedEUR200 million in 2013.
These benefits depend both on the share of immigrants as wk aisk of poverty among them.
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Table9: Benefits received by EU migrants in Austria (in EUR million)

Type of benefit 2007 2008 2009 2010 2011 2012 2013
an

Sickness

health benefit 460 533 592 635 697 779 876
Disability 138 152 171 187 205 224 252
Old age 202 223 246 269 297 329 355
Survivors 35 37 39 41 44 48 52
Family/ Children 180 212 259 291 321 387 447
Unemployment 235 247 298 311 363 384 431
Housing 18 21 32 29 37 55 59
Social exclusion 36 39 52 53 76 131 141
Total 1166 1313 1518 1629 1835 2111 2361
Total benefits exc

old-age anc 929 1052 1233 1318 1494 1734 1954

survivors

{2dzNDOSY ! dziK2NBQ OF t OdzAf F A2y &
The share of EU migrants in all categories of social benefits has in@ieas2007.

However, EU migrants in Austria receive relatively smaller benefits compared to the typical Austrian
househdd. EU migrants receive just5® of total benefits (8%, if we exclude old 3S | Yy R & dzNJJ 7
benefits), although they are 4.9% of the total population.

On average, EU citizereceivefewer sickness and health, disability,-bld S I YR & dzNIDA @2 NEQ 0
typical Austrian.

On the other hand, EU niamts are twiceaslikely to claim unemployment benefits. Since EU migrants earn
15% lower wages, they also tend to receive relatively more family/children, h@umingpocial inclusion
benefits.
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TablelO: Benefits received by Huigrants in Austria (a& percentof total benefits)

Type of benefit 2007 2008 2009 2010 2011 2012 2013
an

Sickness

) 2.4% 2.6% 2.8% 2.9% 3.1% 3.4% 3.7%
health benefit

Disability 2.4% 2.6% 2.8% 2.9% 3.1% 3.4% 3.7%
Old age 0.7% 0.7% 0.7% 0.7% 0.8% 0.8% 0.9%
Survivors 0.7% 0.7% 0.7% 0.7% 0.8% 0.8% 0.9%

Family/ Children 2.4% 2.7% 3.1% 3.3% 3.8% 4.5% 5.1%
Unemployment 6.0% 6.3% 6.3% 6.5% 8.0% 8.2% 9.0%
Housing 4.9% 4.8% 7.0% 6.3% 8.5% 13.7% 14.3%
Social exclusion 4.4% 4.4% 6.1% 5.7% 7.6% 11.8% 12.4%
Total 1.6% 1.7% 1.8% 1.9% 2.1% 2.3% 2.5%

Total benefits exc
old-age and 2.5% 2.7% 2.9% 3.1% 3.5% 3.9% 4.3%
survivors' benefits

EU migrants as
percent of total 3.2% 3.4% 3.7% 3.9% 4.2% 4.5% 4.9%
population

{2dzNDOSY ! dziK2NBQ OF t OdzAf F A2y &
Germany

EU migrants in Germany receivedR14.8 billionin benefitsin 2013, up fronEURS.8 billion in 2007. If we
exclude old 3S | YR & dzNJJA @EeMBnOEU citzgha viRg/id Germyrs yere the recipients of
EURL1.9 billionin benefitsin 2013 whike they receivede UR7.8 billion in 2007.

This growth is largely driven by the overall increase of social protection spending in Germany between 2007
and 2013. Total benefits granted by the German government amounteEtJiR¥72 billion in 2013, up by
EURL25 billion or 19%rom 2007.

Second, the inflow of EU migrants in Germany during the past decade means that they not only contribute to
taxes, but also have the right to claim benefits. The share of EU migrants in the total population grew from
3% in 20070 3.7% in 2013.

EU migrants receiveBUR7.2 billion in the form of sickness and health benefits BhidR1.7 billion in
disability benefits in 2013. Growth of these types of benefits since 2007 is explained with the inditease of
migrant population fom withinthe EU. It should be noted that the typical EU migrant is less likely to receive
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healthrelated benefits compared to the average German due to demographic reasons. EU migrants are on
average younger than the local population. Almost half of BEtigirants are 2814 years oldvhile just 31%
of the total population in Germariglls into the same age group

About 144 000 new EU migrants above 65 years old have settled in Germany since 2B06f@eigners
represent 1.9% of the elderly populatiorete. Oldr 3S | yR & dzNBAG2NBQ oO0SYSTAG:
amounted toa combinedEURS3 billion in 2013. Foreign EU citizens currently receive smaller petisaons

the native population.

EU migrantseceivedEURZ billion in family children benefits 2013, up fromEURL.3 billion in 2007. The
increasewasdriven by the growing number of children from other EU countries. Despite the recent increase,
children make upjust 10% of EU migrantsvhereas children ar&7% of thetotal German population.
Becaus of the lower proportion of children who migratelJ migrants are also less likely to claim family
benefits EU migrants receivelURL.8 billion in unemployment benefits in 2013, as theyde up5.4% of

the total unemployed in 2013. EU citizaweseived the highest amount ohemployment benefits during

the peak of the crisis in 202®010¢ about EURR2 billion annually. Since themnemployment benefits have
decreased.

In 2013, lousing and social exclusion for EU migrants amountdelUie683 milion andEUR180 million
respectively. These benefits are me#ested and depend on the poverty rate among EU migrants.

Tablell: Benefits received by EU migrants in Germany (in EUR million)

Type of benefit 2007 2008 2009 2010 2011 2012 2013

Sickness

health benefit 4349 4688 5357 5559 5924 6552 7216

Disability 1157 1233 1275 1328 1396 1542 1699
Old age 1592 1705 1821 1927 2047 2232 2429
Survivors 361 379 400 419 443 479 522
Family/ Children 1276 440 1433 1748 1547 1609 2004
Unemployment 1566 1553 2076 2036 1711 1679 1755
Housing 508 645 582 790 513 459 683
Social exclusion 115 146 124 170 122 121 180
Total 9769 9556 11792 12649 12307 13132 14789
Total benefits exc

oId—a}ge anc 7815 7472 9572 10303 9817 10420 11838
survivors

{2dzNOSY ! dziK2NBRQ Ol t Odzf  GA2ya
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EU migrants in Germany are less likely to receive benefits than the average German. Immigrants from other
EU countries are 3.7% of the total population, but they claim just 1.9% of the total benefits. Even if we
exclude pensions, EU migrants are stilllikssy recipients of benefits.

Attributable to their more favarable age structure, EU migrants claim less in sickness and health benefits as
well as disability benefits.

A lower share othe older population among immigrants is the primary reason whgyafraction of EU
migrants receive ol 3S | Y R & dzZN@WHARINFOf®, 4696 ¢f dha Euyfent population above 65
years old settled in Germany after 2006. This impliesalanificant part of EU migrants above the age of
65, if they qualify aall, will receive substantially lower pensidiman the native population.

EU migrants are also less likely to claim family benefits, because of the relatively lower share of children
among migrants. Childremake upjust 10% of EU immigrants while 17%haf total German population is
below 18 years old.

However, unemployment is slightly higher among EU migrants, which makemtrentikely recipients of
unemployment assistance.

As EU immigrants in Germany hawdightly higher poverty rate, they arksa more likely to receive housing
or social exclusion benefits which are typically méested.

Tablel2: Benefits received by EU migrants in Germanya (@srcentof total benefits)

Type of benefit 2007 2008 2009 2010 2011 2012 2013

Sickness

0, 0, 0, 0 0 0 0
health benefit 2.2% 2.3% 2.3% 2.3% 2.4% 2.6% 2.8%

Disability 2.2% 2.3% 2.3% 2.3% 2.4% 2.6% 2.8%
Old age 0.7% 0.7% 0.8% 0.8% 0.8% 0.9% 1.0%
Survivors 0.7% 0.7% 0.8% 0.8% 0.8% 0.9% 1.0%
Family/Children 1.9% 0.6% 1.9% 2.2% 1.9% 1.9% 2.3%
Unemployment 4.2% 4.4% 4.6% 4.8% 5.0% 5.3% 5.4%
Housing 3.2% 4.2% 3.5% 4.6% 3.1% 2.8% 4.1%

Social exclusion 3.2% 4.2% 3.5% 4.6% 3.1% 2.8% 4.1%

Total 1.5% 1.4% 1.6% 1.7% 1.7% 1.7% 1.9%

Total benefits exc
old-age and 2.1% 2.0% 2.2% 2.4% 2.2% 2.3% 2.6%
survivors' benefits

EU migrants as
percent of total 3.0% 3.1% 3.1% 3.1% 3.2% 3.4% 3.7%
population

{ 2dzZNOS Y. dzi K2NBEQ O t Odzf  GA2Yy A
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TheNetherlands

EU citizens in the Netherlands receiEdR2.2 billion in benefits, almost double the amodirdm 2007.

This is largely attributable to the overall expansion of social spending in the Netherlands, which is 89% higher
in 2013 than it was back in 2007. The growth of government spending on social programs is partly explained
through longterm trends ¢ the aging of the population and the rising spending onagkl and health
benefits.

Some of the social spending increase is attributable to cyclical fadioesspike in unemployment amidst
the crisis naturally led to higher unemployment benefit claims.

Another important factor is the accelerating movement of people inside the EU. The Netherlands has
become the new home for 1480 people from other EU countries since 2005. The share eDidch EU
citizens in the Netherlands rose from 1.4% of the tot@lulation in 2005 to 2.3% in 2013.

EU migrants receivelURL.2 billion in sickness and health benefits BR244 million in disability benefits

in 2013. Most of the EU immigrants in the Netherlands (58%) consist of people between the-44eE120
migrants tend to be younger compared to the native population which explains why they claim, on average,
fewer healthrelated benefits.

What is more, the share of the older population, above 65 years alihdstthree times lower among EU
migrants (jus6%) compared to the country total (17%). This implies that migrants would be the recipients of
a smaller fraction of pensiortkat are currently paidEU migrants receivedUR330 million in oleage and
AdzZNDAPG2NEQ 0SYySTFAGA AY HAmMoO®

Family benefits depengdrimarily on the number of incoming families with children. People less than 18
years oldmake upjust 13% ofall EU migrants compared to 22% of the country total. The smaller share of
children among immigrants from the EU explains why they claime&y&20 million in child benefits in
2013.

Labarr market dynamics and more specifically the availability of new jobs is the primary driver of spending
on unemployment assistance. EU migrants aigsed 2.5% of the total number of unemployed people in the
Netherlands in 2013 and claim&UR277 million in unemployment benefits.

Housing EUR44 million) and social exclusion benefii&)) 233 million) are determined mostly by the inflow
of new migrants ad the poverty risk among them.
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Tablel3: Benefits received by EU migrants in the Netherlands (in EUR million)

Type of benefit 2007 2008 2009 2010 2011 2012 2013

Sickness

health benefit 1096 1190
Disability 155 169 189 203 213 225 244
Old age 211 225 240 258 267 279 296
Survivor® 27 28 29 30 31 31 32
Family/ Children 62 56 64 79 98 79 90
Unemployment 131 170 207 193 198 219 277
Housing 29 50 36 77 128 57 44
Social exclusion 127 238 195 413 719 308 233
Total 1142 1438 1559 1930 2421 2069 2162
Total benefits exc

old-age and 903 1184 1290 1642 2123 1759 1834

survivors

{2dNDSY | dziK2NBEQ OFf OdA F A2y 2

EU migrants in the Netherlandsceiveonly 1.1% othe total benefits, although theynake up2.3% of the
population. On average, nddutch Eltitizens receive less than 50% of the bendiiés locak da

If we exclude pensions, EU migrants claim 1.6% of the remaining benefits.

The fraction of total benefits that neDutch EU citizens receive has been going up since 2007, in line with
the inflow of immigrants.

Given the favorable age structure of the migrant population, it is not surprising that EU migrants claim
fewer health and oldge benefits than the average Dutshzen.

Due to the smaller share of children, wimake upjust 13% of EWnigrants, norDutch EU citizens also
receiveasmaller percentagef the family/childen benefits.

However, incoming EU citizens tenddoeivemore unemployment benefits, as joblessness is slightly higher
(8.6%) than the average (7.1%) among them.
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Table 14: Benefits received by EU migrants in the Netherlanda (@ercentof total benefits)

Type of benefit 2007 2008 2009 2010 2011 2012 2013

Sickness

health benefit 1.1% 1.2% 1.3% 1.4% 1.5% 1.6% 1.7%
Disability 1.1% 1.2% 1.3% 1.4% 1.5% 1.6% 1.7%
Old age 0.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4%
Survivors 0.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4%

Family/ Children 0.7% 0.8% 0.9% 1.1% 1.4% 1.2% 1.3%
Unemployment 2.0% 2.8% 2.5% 2.1% 2.3% 2.1% 2.5%
Housing 1.3% 2.3% 1.7% 3.4% 5.5% 2.5% 1.8%
Social exclusion 1.3% 2.3% 1.7% 3.4% 5.5% 2.5% 1.8%

Total 0.7% 0.9% 0.9% 1.1% 1.3% 1.1% 1.1%

Total benefits exc
old-age and 1.0% 1.2% 1.2% 1.5% 1.9% 1.5% 1.6%

survivors' benefits

EU migrants as
percent of total 1.5% 1.6% 1.8% 1.9% 2.0% 2.2% 2.3%
population

{2dzNDOSY ! dziK2NBQ OF t OdzAf F A2y &
The United Kingdom

EU migrants obtaineBUR9.8 billion in benefits in 2013, up froBEUJR6.7 billion in 2009. This increase is
attributable to the combined impact of a number of factors.

First, the total number of benefits administered by the UK government has grown substantially during the
past 5 years. Total benefits amounted&80dR523 billion in 2013, up by 21f¥em 2009, under the influence

of both short and longerm trends. Froma short-term perspective, the global financial crisis resulted in
rising unemployment and poverty, which in turn led to higher social spending. Secondigrriofactors,

related to aging and the increase of life expectancy, are also at play, pushingqgpangiensions and
healthrelated benefitaipward

Secondly, théJKattracted new waves of immigrants with the expansion of the EU. Compared to 2005, non
British EU citizens living the UKhave more than doubtkin number, reaching 2.4 million or 3.8% of the
total population in 2013To a varying extentheése EU migrants have access to the social programs available
to the general population. This has naturally led to more benefits claimants from thkedBldompared to

the situation 10 years ag

EU immigrants receiveURA4.8 billion in sickness and health aBdR1.1 billion in disability benefits in
2013. It should be noted that immigrants from the EU are on average younger than the native population.
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