
A net balance of 10,000 EU workers 
(from the “old EU-15 before the EU 
East enlargement) per year at the 
maximum were expected to immi-
grate into Switzerland.1 Nowadays, 
we know, that the forecast has failed. 
Migration flows from the EU-15 to 

Switzerland have been much stron-
ger than expected in 1999. Actually, 
after the bilateral agreement be-
tween Switzerland and the EU has 
been signed in 1999 and became ef-
fective in 20022 , net migration flows 
have exceeded the 10,000 threshold 

by far, in certain years even by a sub-
stantial dimension (see figure 1).
In total, between 2002 and 2015 more 
than a half a million EU citizens have 
migrated to Switzerland. And even if 
not all of them were or have become 
“workers” and have stayed as “non-
working” family members, the aver-
age net balance of workers was in the 
average of about 30,000 and thus far 
above the forecasted 10,000. 

As figure 2 shows, most of the EU-
citizens came from the neighboring 
countries. Especially the Germans 
reacted extremely elastic to the new 
freedom of migration and moved to 
Switzerland.4 Between 1991 and 2001 
the average annual migration flow 
from Germany to Switzerland was a 
little more than 3,000. Between 2002 
and 2011 it increased to about 17,500. 
Since then, however, it has declined 
to less than 10,000 people.
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How many workers from the European Union (EU) might move to Switzer-
land, once the borders are opened up and legal and pecuniary obstacles to 
cross-border movements of Swiss and EU citizens are removed? In 1999, 
my forecast was, that there was hardly any theoretical justification why 
an integrated labor market between relatively homogeneous economies 
should lead to strong migration flows. Economic theory rather suggested 
that trade and capital mobility are efficient substitutes to labor mobility.  
—

Thomas Straubhaar

Institute of Inter-
national Economics,  
University of Hamburg
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Figure 1: Net Migration Flows from Core-EU to Switzerland between 2000 and 
2015 (Core EU is Germany, France, Italy, Spain, Netherlands, Austria, Portugal 
and UK); Source: Swiss Federal Statistical Office3



Thus, the question arises as to why 
the forecasts about the effects on mi-
gration flows from the EU to Switzer-
land failed. Basically, three answers 
might be given: a) inappropriate 
theory, b) inappropriate empirical 
extrapolation and c) inappropriate 
conclusions. In what follows, a short 
discussion of these three sources of 
failure will be given.

Inappropriate Theory?

The theoretical approach that I 
have applied to forecast the poten-
tial migration flows from the EU to 
Switzerland has been in the tradition 
of a neo-classical model. Therefore, 
building a single market with an 
integrated common labor market 
was expected to accelerate a trend 
towards wage convergence. In a 
neo-classical setting, the factor price 
equalization theorem postulates that 
it is just a matter of time until – soon-
er or later – real wage rates and the 
capital interest rates are equalized 
across integrated common markets 
as a result of trade, labor migration 
and capital movements.6 And once 
convergence is reached, economic 
determinants for migration cease to 
exist. 

Therefore, migration is just a tem-
porary factor on the way towards a 
situation with equal standards of 
living everywhere and, thus, with no 
economic incentives for migration. 
In such a theoretical framework, 
the consequences of migration (i.e. 
the wage convergence) destroy the 
determinants of migration (i.e. the 
wage differences). Consequently, 
opening up borders and establishing 
free movement in an integrated labor 
market is the most clever policy op-
tion, because it accelerates the con-
vergence process. More migration in 
the short run leads to less migration 
in the long run. 

“More migration today, slows 
down migration tomorrow. And, a 
pro-migration policy becomes the 
most effective anti-immigration 
policy.” 

In a neo-classical model of interna-
tional economics, migration and/or 
cross-border capital movements and/
or commodity trade can equalize 
wages simultaneously. Factor price 
equalization (i.e. wage convergence) 
then becomes consistent with an 
infinite number of combinations of 
factor movements (i.e. labor migra-
tion and capital transactions across 
countries) and commodity flows. The 

tendency towards factor price equal-
ization (i.e. wage convergence) can 
be reached either by capital move-
ments only, or labor mobility only, or 
goods trade only, or every combina-
tion of labor and capital movements 
and commodity flows.

A determination among these differ-
ent combinations on a priori grounds 
is at least difficult probably even 
impossible. If relative factor endow-
ments – let’s compare for example 
Switzerland and the EU – were suffi-
ciently close, international commod-
ity trade alone would produce factor 
price equalization and could com-
pletely substitute for international 
migration of labor (and also cross-
border capital movements). If relative 
endowments were too dissimilar 
between – let’s say – Switzerland and 
the EU, international commodity 
trade alone would not lead to a factor 
price equalization (i.e. wage con-
vergence). And consequently, there 
would be a strong(er) incentive for 
migration from countries with lower 
wages (let’s say the EU) to countries 
with higher wages (let’s say Switzer-
land). 

Taking a neo-classical model to ex-
plain migration flows from the EU (as 
the “poor” country with “low” wages) 
to Switzerland (as the “rich” country 
with “high” wages”), three basic rea-
sons might explain, why it is migra-
tion and not international trade or 
cross-border capital movements that 
drive the convergence process: 

First, migration might be a reaction 
to existing trade impediments [as in 
Mundell’s case7] or a reaction to the 
physical non-tradability of certain 
goods, which prevent “goods for 
goods” trade [as in Krauss’s case8]. In 
this sense, labor migration is a sub-
stitute, whole or partial, for interna-
tional commodity trade. 
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Figure 2: Aggregated Migration Balance, 2008–2015 According to Country of 
Origin; Source: Swiss Federal Statistical Office5
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Second, migration might be a substi-
tute for an imperfect inter-sectoral 
factor mobility [as in Dixit and Nor-
man’s case9]. 

 
Imperfect inter-sectoral factor 
mobility: an example 
An example might be, if workers from 
a dying industry (let’s say typewriter 
production) are not willing (because 
they are not in favor of leaving their 
old jobs) or not able (because they 
do not have the (technological) 
knowledge or skills to produce the 
new goods) to become workers in an 
emerging industry (let’s say computer 
production) migrants from the outside 
might step in to fill the (surplus 
demand) gap. They are responding 
to the increasing demand for workers 
of the growing new industry. As a 
consequence, surplus demand is 
lowered and wages start to decline 
and to converge (towards the level 
that is identical in the whole common 
labor market). 

Third, labor migration might reflect a 
reaction to international differences 
in labor productivity resulting from 
different stages of technological de-
velopment. In that case, commodity 
trade and international labor migra-
tion are complements rather than 
substitutes [as in Markusen’s case10].
 
 
International differences in 
labor productivity resulting from 
different stages of technological 
development: an example 
An example could be that the 
computer industry is only taking hold 
in one country whereas the others 
are still producing typewriters. In 
such a case, the computer exporting 
country might also “export” computer 
specialists to the importing countries 
(to let them install the new technology 
at the customer’s place). Trade (i.e. the 
export of computers) and migration 

(i.e. the “export” of computer 
specialists) go hand in hand. They 
are complements. And, there is no 
possibility for wage convergence 
because computer specialists are only 
available in or from the country with 
the new technology. Consequently, 
the incentives for migration will be 
permanent. 

Obviously enough it turned out that 
Switzerland and the EU were more 
different than I supposed. Produc-
tion was not characterized by the 
same technology and identical 
productivity. The wage divergence 
was not just a matter of different fac-
tor endowments. Much more, it was 
determined by imperfect competi-
tion, different production technology 
and probably even more important 
by fundamental differences in the 
political and legal factors such as 
political stability, monetary indepen-
dence (i.e. Switzerland not being a 
member of the Euro area) and legal 
autonomy (i.e Switzerland not being 
a member of the EU). This means: 
Migration from and to Switzerland 
was rather of the Markusen type 
(described above). In this case, there 
is no tendency towards wage con-
vergence but rather towards wage 
divergence (or at least permanent 
wage differences).

“Consequently, migration pat-
terns between Switzerland and 
the EU were not well mirrored in a 
neo-classical framework – assum-
ing a trend towards factor price 
equalization.” 

It would have been more adequate to 
apply a model that allows for dynam-
ic processes leading to divergence 
rather than convergence. In such 
a setting, migration consequences 
do not lead to a slowing down of 
migration determinants. Rather, they 
might lead to an acceleration and to 
core-periphery outcomes with strong 

migration movements from the 
weaker (that is the EU) to the stron-
ger economy (that is Switzerland).

Inappropriate Empirical Extrapo-
lation?

To estimate the consequences of a 
removal of border restrictions and 
an establishment of a common labor 
market with no impediments for 
migration movements from the EU to 
Switzerland, an extrapolation of his-
torical evidence into the future could 
have been used. However, there was 
no such historical evidence available 
at all! Such a fundamental regime 
change from a more or less fully 
regulated restrictive immigration 
system towards an “open door” for 
EU citizens was so dramatic that the 
Lucas-critique prohibited a simple 
extrapolation of historical behav-
ior.11 The Lucas-critique is “that any 
change in policy will systematically 
alter the structure of econometric 
models. ... it implies that com-
parisons of the effects of alternative 
policy rules using current macro 
econometric models are invalid re-
gardless of the performance of these 
models over the sample period or in 
ex ante short-term forecasting.”12 

The Lucas-critique refers to the 
level of consistency and invariance 
over time and space. It is about the 
severely limited correctness of an 
extrapolation from past migration 
patterns to expected migration 
behavior and it is about the restricted 
possibilities of applying empirical 
migration experiences from one area 
to another. 

“In all forecasts, a double extrap-
olation problem remains: time 
and space will never be the same 
again! And with regard to the 
migration regime change between 
Switzerland and the EU of 2002, a 
simple extrapolation seemed not 
to be valid at all.”
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Therefore, another approach has 
been used to overcome the Lucas cri-
tique. I searched for some earlier mi-
gration regime changes. And I looked 
at historical evidence with respect to 
the free movement of people within 
the European Communities. With 
such a procedure, I hoped to catch 
the elasticities of migration behavior 
towards migration regime changes. I 
assumed that at this time (i.e. around 
2002) the European migration past 
had some explanatory power for 
predicting the future of Swiss-EU 
migration.

In a nutshell, the migration in 
Europe was (and actually, still is!) 
demand-determined. EU citizens 
have mostly moved abroad if and 
only if an employer in another EU 
country offered them a job on a con-
tractual basis. Sometimes (with an 
increasing tendency) employers were 
sent abroad by their own companies, 
a phenomenon called internal labor 
market movements. Why should they 
change their behavior in the case of 
(free) migration to Switzerland after 
2002?

Obviously, they did. EU-citizens, es-
pecially Germans, had a much stron-
ger propensity to migrate to Switzer-
land than they had before (when they 
could have moved to all other EU 
countries without restrictions). The 
analogy did not hold because diver-
gence instead of convergence in the 
economic standard of living was the 
outcome of the establishment of a 
common labor market between Swit-
zerland and most parts of the EU.

Further reasons for the underes-
timation of migration reactions 
in my analogy were that language 
and cultural differences had been 
smaller than expected and therefore 
the propensity to migrate from the 
neighborhood (especially Germany) 
to Switzerland was stronger than 
anticipated – because individual 

adjustment costs were much lower 
than expected. 

Finally, the analogy neglected busi-
ness cycle effects. Indeed, the Swiss 
economy reacted more flexibly to the 
short-term challenges than the EU 
economies. Therefore, the individual 
micro-economic effects of firms and 
workers to the business cycles (i.e. 
the labor demand and supply reac-
tions) stimulated instead of curbed 
migration incentives to Switzerland. 
Moving to Switzerland became more 
attractive for Germans and other 
neighbors.

“My empirical forecast was rather 
accurate in qualitative regards but 
wrong in quantitative terms.” 

It predicted (correctly) that most 
additional immigrants would come 
from the neighboring countries. And 
it argued that the relatively strong 
immigration potential from the 
neighborhood was not so much the 
result of differing per capita incomes. 
Income and unemployment did not 
and do not differ so much between 
Switzerland and its neighboring re-
gions (Alsace, Baden-Württemberg, 
Bayern, Bozano, Franche-Comté, 
Haute-Savoie, Lombardia, Piemonte, 
Tirol, Vorarlberg). The migration 
flows from the neighborhood to 
Switzerland have rather been seen as 
an inherent consequence of merging 
regions and integrated labor mar-
kets on both sides of the border. This 
form of migration between highly 
developed countries hardly differs 
from intra-country migration. The 
concept of “mobility” rather than 
“migration” seemed therefore more 
appropriate.

Inappropriate Conclusions?

Labor market effects were and are 
considered for Switzerland as being 
the probably most important conse-
quences of a bilateral treaty with the 

EU. Therefore, the conclusion that 
free migration and open access for 
EU citizens to the Swiss labor market 
do not lead to substantially stronger 
immigration flows was just wrong. 
According to economic theory 
suggesting that trade and capital 
mobility will be efficient substitutes 
to labor mobility, I have expected 
that rather production would move 
to people than people move to the 
production sites in Switzerland. 

Probably the most important reason 
for the underestimation of migra-
tion flows to Switzerland was the 
underestimation of the stability and 
strength of the Swiss economy dur-
ing and after the financial market 
crisis and in times, when the EU was 
concerned about the future existence 
and coherence of the Euro area. 
Strong recession of the World econ-
omy and enduring Euro turbulences 
made the Swiss economy look as a 
stable rock in times of uncertainty.
But even under these macroeco-
nomic circumstances, most migra-
tion was demand-driven not supply-
given. 

“EU workers moving to Switzer-
land had a job offer and they did 
not come and stay as unemployed 
people. The relatively well per-
forming, prospering Swiss econ-
omy attracted more people than 
expected.”

Most of the immigrants were “white-
collar” workers with skills and 
knowledge that was scarce but need-
ed in the Swiss labor market. The 
traditional blue-collar (Gastarbeiter) 
migration did not play an important 
role in the EU-Swiss migration flows 
in the last decade. The EU-Swiss 
migration pattern rather reflected an 
intra-industrial mobility of highly 
skilled workers and managers. This 
modern form of migration is mainly 
the result of cross-border links of 
regional labor markets. To a lesser 



extent it is therefore an arbitrage 
phenomenon (related to the conver-
gence hypothesis mentioned above). 

 
Arbitrage: a definition 
Arbitrage refers to a situation where 
prices or costs (wages or interest 
rates) differ from country to country. 
The price or cost differences provoke 
traders or people to react and to move 
their activities from countries with 
low returns to countries with high 
returns. As a consequence, supply 
becomes short in the low return place 
and it becomes more abundant in 
the high return place what leads to 
price and wage convergence between 
high and low return places. This 
process of making use of price or 
wage differences is called arbitrage 
(very prominent in financial markets, 
for example the currency markets). 
Arbitrage transactions lead to 
convergence of prices, wages and 
interest rates. And therefore arbitrage 
processes are temporary and not 
permanent. The consequences destroy 
the causes. And that’s why migration 
processes might be called an arbitrage 
phenomenon. 

It rather is a strategic element in 
international competition to exploit 
comparative cost advantages – and 
therefore it is also in the benefit of 
the Swiss economy. 

“Before the financial market crisis, 
demand-driven immigration in 
Switzerland influenced the per 
capita development positively in-
stead of negatively – afterwards, it 
did not harm the average standard 
of living.”

Figure 3 shows that between 2002 
and 2007 the Swiss economy was 
characterized by strong real GDP 
growth, slow population growth, 
and therefore strong GDP per capita 
growth. After the world financial 
market crisis and the “great” reces-
sion the Swiss economy recovered 
(relatively faster than the EU neigh-
borhood). Now the characteristics 
were: strong real GDP growth, strong 
population growth (as a consequence 

of strong immigration), and more or 
less stable GDP per capita. Even if 
(much more) econometric analysis 
has to be done to check for causali-
ties, sensitiveness and robustness, it 
seems that the demand-driven im-
migration before the financial mar-
ket crisis influenced the per capita 
development positively instead of 
negatively, and that afterwards it did 
not harm the average standard of liv-
ing in Switzerland.
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(much more) econometric analysis has to be done to check for causalities, 
sensitiveness and robustness, it seems that the demand-driven immigration before 
the financial market crisis influenced the per capita development positively instead of 
negatively, and that afterwards it did not harm the average standard of living in 
Switzerland. 

Figure 3: GDP (real), Population and GDP per Capita (real) Development in Switzerland between 

2000 and 2015 (All data in index form with the year 2000 = 100)  

 

Source: Swiss Federal Statistical Office13. Own calculations. 

 

____________________ 

REFERENCES 

 

Bundesamt für Statistik BFS (2016a): Statistik Schweiz, Internationale Wanderungen der ständigen 
Wohnbevölkerung nach Staatsangehörigkeit, Geschlecht und Alter 1991–2015; (je-d-01.05.04.01.01); 
Download, 24 September 2016.  

Bundesamt für Statistik BFS (2016b): Statistik Schweiz, Internationaler Wanderungssaldo 2008–2015 
(Diagramm). (gr-d-01.05.04.01.01); Download, 24 September 2016.  

Bundesamt für Statistik BFS (2016c): Statistik Schweiz, Ständige Wohnbevölkerung nach 
Staatsangehörigkeit und Geschlecht 1950–2015, (su-d-01.01.01); Download, 24 September 2016.  

Bundesamt für Statistik BFS (2016d): Statistik Schweiz, Bruttoinlandprodukt pro Einwohner 1990–
2015 (je-d-04.02.01.05); Download, 24 September 2016.  

100	

105	

110	

115	

120	

125	

130	

135	

140	

145	

150	

2000	 2001	 2002	 2003	 2004	 2005	 2006	 2007	 2008	 2009	 2010	 2011	 2012	 2013	 2014	 2015	

	 	 	 	 	 	 )	

Figure 3: GDP (real), Population and GDP per Capita (real) Development  
in Switzerland between 2000 and 2015 (All data in index form with the  
year 2000 = 100) ; Source: Swiss Federal Statistical Office13. Own calculations.

1 see Straubhaar, 1999
2 see Schweizerische Eidgenossenschaft 

2015, 1999
3 Bundesamt für Statistik BFS, 2016a
4 for the data see Bundesamt für Statistik, 

2016a
5 Bundesamt für Statistik BFS, 2016b
6 see Samuelson, 1948; Mundell, 1957
7 Mundell, 1957
8 Krauss, 1976
9 Dixit and Norman, 1980
10 Markusen, 1983 

Of course, Markusen’s case means that 
the basic assumption of the neo-classical 
models of international economics 
are not fulfilled anymore. The more 
international factor-price differences 
are not the consequences of factor 
endowment differences but determined 
by such factors as internationally 
different returns of scale, imperfect 
competition, differences in production 
and factor taxes, and different 
production technology, the more 

probable it is that international trade and 
international labor migration would be 
complements rather than substitutes. 
And consequently, migration would not 
be slowed down but rather accelerated in 
case of the establishment of a common 
labor market with no restrictions for 
labor to move from one country to the 
other.

11 It could be tried to overcome this 
fundamental methodological problem 
by the inclusion of so-called country-
specific effects. In most econometric 
forecasts the country-specific aspects are 
captured by a country-specific intercept, 
which remains constant over time. 
However, it remains more than crucial 
how the country-specific intercept is 
defined and applied to the free migration 
between the EU and Switzerland because 
there was absolutely no historical 
experience for such a migration regime.

12 Lucas, 1976, p. 41
13 Bundesamt für Statistik, 2016c,d
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Zusammenfassung

Migration aus der EU in die Schweiz:  
Warum waren die Prognosen falsch?

Die Migrationsströme von den EU-15-Ländern in die 
Schweiz erwiesen sich als wesentlich ausgeprägter als 
1999 erwartet. Weshalb haben die Prognosen zu den Aus-
wirkungen auf die Migrationsbewegungen von der EU in 
die Schweiz versagt? Auf diese Frage gibt es grundsätzlich 
drei Antworten: a) ungeeignete Theorie, b) fehlerhafte em-
pirische Extrapolation und c) falsche Schlussfolgerungen. 

In diesem Beitrag wird argumentiert, dass der grösste 
Irrtum in der Tatsache bestand, dass die Schweiz und 
die EU unterschiedlicher sind, als man angenommen 
hatte. Die institutionelle und politische Stabilität sowie 
die Unabhängigkeit und der ökonomische Wohlstand der 
Schweiz erwiesen sich als beständiger Magnet für Arbeits-
kräfte aus der Europäischen Union. Besonders nach der 
Finanzmarktkrise von 2008 bestanden die Gründe für 
Einkommensunterschiede (oder Unterschiede im durch-
schnittlichen Lebensstandard) zwischen der Schweiz und 
der EU im unvollkommenen Wettbewerb, in unterschied-
licher Produktionstechnik und – was wahrscheinlich noch 
viel wichtiger war – in grundsätzlichen Unterschieden 
bei den politischen und gesetzlichen Gegebenheiten: dies 
zum Beispiel in puncto politischer Stabilität, geldpoli-
tischer Unabhängigkeit (die Schweiz gehört nicht zum 
Euro-Raum) und Rechtsautonomie (die Schweiz ist kein 
EU-Mitglied). Eine starke Rezession der Weltwirtschaft 
und andauernde Euro-Turbulenzen machten die Schwei-
zer Wirtschaft in ungewissen Zeiten zu einem Fels in der 
Brandung. 

Deshalb liessen sich die Migrationsmuster zwischen der 
Schweiz und der EU in einem klassizistischen Modell (das 
von einem Trend in Richtung Lohnkonvergenz ausgeht) 
nicht stimmig wiedergeben. Es wäre angemessener gewe-
sen, ein Modell zu verwenden, das die Divergenz – statt 
die Konvergenz – der Ergebnisse dynamischer Prozesse 
ermöglicht hätte. In einem solchen Setting haben die 
Auswirkungen der Migration keine Abnahme der Migra-
tions-Determinanten zur Folge. Vielmehr führen sie 
möglicherweise zu einer Zunahme dieser Determinanten 
und zu Zentrum-Peripherie-Ergebnissen mit ausgepräg-
ten Migrationsbewegungen von der schwächeren (das 
heisst der EU) hin zur stärkeren Wirtschaft (das heisst der 
Schweiz).

Résumé

La migration de l’UE vers la Suisse:  
Pourquoi les prévisions étaient erronées ?

En 1999, les flux migratoires en provenance de l’UE15 vers 
la Suisse ont largement dépassé les prévisions. Comment 
expliquer cette incapacité à prévoir l’évolution des flux mi-
gratoires depuis l’UE vers la Suisse ? Généralement, trois 
réponses peuvent être envisagées : 1) théorie inadéquate, 
b) extrapolation empirique inadéquate et c) conclusions 
inadéquates.

Ici, nous avançons l’argument que la principale source 
d’erreur provient de la minimisation des dissemblances 
entre la Suisse et l’UE. Du fait de la stabilité et de l’in-
dépendance de ses institutions et de ses structures 
politiques, mais aussi de sa prospérité économique, la 
Suisse agit comme un puissant aimant auprès des tra-
vailleur·euse·s de l’Union européenne. La concurrence 
imparfaite, le recours à des technologies de production 
différentes, mais probablement plus encore des dissimi-
litudes fondamentales sur le plan politique et législatif 
– stabilité politique, indépendance monétaire (la Suisse 
n’est pas membre de la zone euro) et autonomie législative 
(la Suisse n’est pas membre de l’UE) – ont entraîné des 
écarts de salaire significatifs (ou de niveau de vie) entre 
la Suisse et l’UE, notamment après la crise des marchés 
financiers de 2008. Au regard de la forte récession de l’éco-
nomie mondiale ainsi que des turbulences durables de 
la zone euro, la Suisse fait figure d’îlot de stabilité en des 
temps incertains. 

Aussi les schémas migratoires entre la Suisse et l’UE se 
sont-ils écartés du cadre néo-classique (qui table sur une 
tendance à la convergence des salaires). Il aurait donc été 
plus approprié d’appliquer un modèle basé sur des pro-
cessus dynamiques aboutissant à une divergence plutôt 
qu’à une convergence. Dans ce cas, les conséquences de 
la migration ne se traduisent en effet pas par le ralentis-
sement des déterminants de la migration. Au contraire, 
elles peuvent aboutir à une accélération des déterminants 
de la migration et à des résultats centrifuges, c’est-à-dire 
d’importants mouvements migratoires depuis l’économie 
la plus faible (l’UE) vers l’économie la plus forte (la Suisse).
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