Free movement of people: joy or sorrow?
Has the free movement of persons caused job losses or has it stimulated economic growth and the employment of the local labour force as well? Has it led to a lowering of domestic wages or have the stimuli of growth
caused them to rise? Through the quantitative analysis of the abolition of a pillar of Swiss migration policy –
the employment priority given to the domestic labour force until June 2004 – the study done by the Cantonal
Statistis Office of Ticino provides answers to these questions. Maurizio Bigotta, Oscar Gonzalez and Fabio B. Losa.

I

n 2004, as part of the gradual introduction of the agreement on the free
movement of people, the domestic
priority vis-à-vis foreign employees in
the Swiss labour market was abolished.
Thanks to what until then had been a
fundamental provision of Swiss migration policy, in recent decades the authorities had been able to regulate the flow
of cross-border commuters depending
on the needs of the economy as a whole
and by respecting the employment priority of the domestic labour force. This
resulted in the so-called cyclical buffer
function with regard to cross-border
commuters to further the economic development of border regions.
The questions addressed
by this research

The study “Free movement: joy or sorrow?” provides a quantitative evaluation
of the consequences of this deregulation
measure on the Swiss border regions
(with internal regions as control group),
calculating the average impact on those
concerned in terms of the jobs and wages
of the domestic labour force.
Based on scientific methods and highly
reliable findings, this study answers two
fundamental questions: 1. Have the extended possibilities for the recruitment
of cross-border commuters – who are
basically more flexible and in part
cheaper – caused job losses and an increase in unemployment in the Swiss
border regions? Or has the increased
freedom actually boosted economic
growth and in so doing also boosted
the hiring of employees living in Switzerland? 2. Has deregulation driven down
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wages or have the growth stimuli – at
least in the medium term – brought about
wage increases for domestic workers?
These questions are of social, economic and political significance. On the
one hand in view of the high immigration of foreign workers in border regions
but also with regard to the role played
by cross-border commuters in the local
labour markets and the symbolic value
of this pillar of Swiss migration policy.
The effects on employment
Overall the measure caused the loss of
over 40,000 jobs in the border areas
up until the end of September 2005
(this corresponds to a relative change
of -1.5%).
The general decline in employment is
the result of a decline in the Swiss component (-2.4%, i.e. 49,477 fewer jobs)
and an increase in the employment of
foreign women (+3.9%, and the creation
of 9,000 new jobs).
The negative effects on the Swiss
labour force, which extend to nearly all
economic activities, concern both men
and women. The former registered a net
loss of just under 31,000 jobs (-2.6%),
and the latter experienced missed employment opportunities amounting to
18,549 jobs (-2.1%).
The effects on wages
Overall deregulation led to wage increases of +0.8%, or CHF 55 per month
(figures from end October 2006).
Swiss men profited most from the
deregulation with an increase in average
monthly wages of 1.7% between 2002
and 2006. The wages of foreigners (men

and women) and Swiss women, however, saw no change as a result of the
deregulation.
Positive effects were clearly observed
in several groups with a high career profile or wage level: workers aged over 50
(+1.8%), workers with a tertiary education qualification (+2.5%) and persons
in a position of responsibility or in jobs
requiring advanced level qualifications
(+1.7%). (+1,7%). The number of unskilled workers also increased (+0.9%).
Three groups, however, had to bear the
negative consequences of deregulation.
For these groups the increased competition and greater employment of crossborder commuters has had a dampening
effect on wages (in comparison to the
situation before deregulation): the groups
affected are young people (-1.0%), workers in medium-skill jobs (-0.5%) and in
non-management jobs (-0.7%).
Of all the different economic activities, the only ones to show statistically
relevant results were the manufacturing
industry (+1.3%) and the mining industry
which registered a clear decline (-9.7%).
Deregulation had no effect on wages in
other economic activities.
The regional analysis shows both
winners and losers: on the one hand the
cantons of Neuchâtel, Geneva and both
Basel half-cantons (together) registered
wage increases of +6.2%, +5.3% and
+1.7%. No change was recorded in the
cantons of Vaud and Zurich, and in Ticino deregulation led to a fall in wage
growth of -1.9% (CHF-114 per month).
If the consequences in the border cantons are broken down by occupational
and socio-demographic groups, typical
situations can be observed which indicate
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the specific types of job profiles and the
roles played by cross-border commuters
in the various labour markets. In Neuchâtel and Geneva, for example, almost
all groups benefited from deregulation,
in particular men – Swiss men (+8.0%
in Neuchâtel and +7.1% in Geneva) and
resident foreigners (+5.1% and +6.1%
respectively) – as well as all groups with
a high career profile and wage level. In
Basel and Zurich, however, only a few
groups benefited from the positive effect of deregulation: Swiss men (+1.4%
and 2.5% respectively) and – as already
seen – those with a relatively high career
profile and salary. In Basel (both half
cantons together) Swiss women registered wage growth of +2.7%, whereas
the same group in Zurich experienced
slower wage growth (-2.4%). In Ticino
the negative picture is attributable to the
effects on the wages of foreign women
(-6.9%) and another four groups: workers aged between 25 and 49, workers
with a secondary education or mediumskill qualification and managers. In all
other categories – including Swiss workers of both sexes – deregulation had no
influence on the development of wages.
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Ultimately, the consequences of the
abolition of domestic priority have been
both negative and positive – bringing
joy and sorrow – given that the new
cross-border commuters can be seen as
complementary to or as a replacement
for resident workers depending on the
specific regional labour markets. Deregulation has created new jobs and as a
consequence boosted economic growth.
At the same time, however, it has caused
the loss of jobs (i.e. has caused unemployment) and brought about a reduction in job opportunities. It has led to
wage rises but simultaneously slowed
down wage growth.
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