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Abstract. The objective of this research has been to summarize the current situation 

regarding the migration phenomenon evolution and its relation to fiscal 

revenues and budget expenditures with social benefits, in six European Union 

member states. The purpose of this paper is to analyze the correlation between 

taxation and migration in Romania, Poland, Slovenia (emerging economies) and 

Germany, Italy, Spain (developed economies), as well as to present the 

proposals on how to optimize the fiscal effects of immigrants and emigrants, so 

that to ensure a balanced economy. The research methodology involves the use 

of descriptive, comparative and statistical techniques and through the statistical 

programs Eviews and SPSS, the data were interpreted using the regression 

analysis of the panel data. The analysis will be carried out over a longitudinal 

monthly period of 11 years, namely 1.01.2007-31.12.2017. This period includes 

the years of economic and financial global crisis, which have also been felt in 

European Union countries, as well as the years of economic recession. We 

conclude that the population from emerging countries is a long-term secure 

labor force for developed countries, while emigrants represent a net fiscal and 

economic loss for the countries of their origin. Furthermore, taxes and fees are 

not the main reasons that can influence people in deciding to choose the 

country where to live and work. 
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1. INTRODUCTION 

Human migration is a strongly rooted phenomenon in the world history, with significant effects on 

population`s standards of living, employment rates, economic development and budget balance, in both 

host and origin countries. This phenomenon has grown over the last decades and is unlikely to decrease, 

taking into account the economic, financial and demographic changes and imbalances faced by the 

European Union (EU) member countries. According to the OECD (2018), in 2017, around 258 million 

people around the world lived outside their country of residence or outside their country of origin, and the 

2015-2016 refugee crisis became an additional test for migration, integration and asylum policies, 

especially for the EU countries. 

Within the European Union, the increasing number of emigrants from emerging countries to 

developed ones has been favored by the free movement of people, which has made the entry to European 

labor market timely and easier, both for the citizens of developing countries and also for their employers. 

Freedom of movement for workers is also one of the founding principles of the European Union as such.  

The aim of this study stems from the necessity to measure the influence of the migration 

phenomenon on the budgetary revenues of states and also on the fiscal policies implemented. This 

phenomenon was intensified after the economic and financial crisis and our main objective has been to 

analyze the situation during the 2007-2017 period in six EU member states, divided into two categories: 

emerging and developed economies. 

High tax burden is mainly felt by the citizens of emerging countries. Besides this, the economic crisis 

of 2008-2009 has strongly hit the European Union countries as it aggravated their levels of corruption, tax 

evasion, public debt, also lowering their economic performance and reducing employment levels, by 

increasing the number of unemployed persons. The need to carry out this research stems from the fact 

that the phenomena of unemployment and the decreasing share of  active population at the labor market, 

have intensified with the emigration of  taxpayers. This, in turn, has made the fiscal burden on those who 

stayed even heavier. 

It is often forecasted that immigration will affect government budgets in several ways. Thus, 

immigration of  population can be seen from two points of view, namely: 

- Positive, when a high number of legally employed migrants leads to higher fiscal revenues per 

capita, while reducing public debt and government spending; 

- Negative, when immigrants retire, the impact on income will be negative and fiscal expenditures 

will be positive (Storesletten, 2000). However, the gap between the years of contribution and the 

years in which pension expenditure will be incurred is deep and the impact in this case is 

minimal. 

The first part of the paper includes the study of the related literature on fiscal, social and economic 

impacts of the migration phenomenon and the results obtained by the researchers in previous studies. 

Then we will describe the evolution of the variables in the mentioned period, by:  

- the comparative study of the number of emigrants and migrants in the six countries in question,  

- the comparative study of the level of government revenues, namely fiscal revenues as a proportion 

of gross domestic product, as well as state expenditures on social benefits.  

These comparative studies will help us in the analysis of the fiscal impact that the migration 

phenomenon may have. 

The second part of the paper includes the analysis of the relationship between migration, fiscal revenues, 

income tax and social benefits expenditures with the help of regression analysis of the panel data. Finally, 

we will highlight the extent to which population migration represents (or not) a determinant factor of 

fiscal policy in the countries under study. 
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2. LITERATURE REVIEW 

According to the International Organization for Migration (IOM, 2004), most theorists and 

practitioners agree with the definition of migration as "the movement of a person or a group of people, either over an 

international border or within the state. It is a movement of the population, which includes every kind of movement of people, 

regardless of its duration, its composition and its causes". 

Phenomenon of migration is widespread at global level and when we talk about it, we are directly 

thinking about emigrants and immigrants. An emigrant becomes an immigrant for the country in which 

he/she will settle and will produce positive and negative effects both in the host country as well as in the 

country of its origin. The emigrants' decision to leave the country of their origin is often influenced by 

factors such as: 

- economic and financial constraints, resulting from low living standards, high unemployment rates, low 

public service quality, economical, financial and political instability, low employment 

opportunities;  

- social factors, such as: wars, national conflicts, opportunities for a better future, proximity to 

family; 

- environmental factors: natural disasters, weather conditions, etc. (Carling, 2016; Wallace, 2002).  

Over time, the migration phenomenon and the effects it leaves behind, as well as its root causes, have 

been studied by several researchers (Cseh & Papp et al., 2019). Economists agree that migration has 

strong effects on the economy, but there are many debates regarding the fiscal impact of migration and 

how emigrants and immigrants and their descendants affect the state budgets. For example, Nowrasteh 

(2015) argues that the economic benefits of immigration are unambiguous when its tax effects depend on 

the specifics of government policy over a long period. Because of this, the net fiscal impact of 

immigration could be negative, while the economic benefits are positive. Rowthorn (2008) concludes that 

the fiscal impact of immigration is highly positive in the host country, but in low proportions, compared 

to the economic impact.  

Simionescu (2016) studied the macroeconomic determinants of permanent emigration from 

Romania. She led to the conclusion that low wages and poverty in the country are the main factors leading 

to the decision to leave the country of origin. In addition to these, profit and income taxes have significant 

pressure on the emigration decision. 

Over time, the correlations between the main indicators with effect on the economy (Simionescu et 

al., 2017) and the system of taxes and fees have been studied and were made in order to highlight the 

influence of taxation on the economy (Cristea, 2019). For many authors, population migration is a cause 

as well as a factor of economic development (Massey et al., 2009; Glick Schiller & Faist, 2012; Simionescu 

et al., 2016, 2018, 2019; Stakanov, 2018). 

Michael & Hatzipanayotou (2001) concluded that international migration is burdening for the well-being 

of the host country, by increasing the economic costs of various programs, such as health care and public 

education. This occurs even if the immigrants participate on budget revenues by paying taxes. At opposite 

side, international migration can hamper the ability of immigrants' country of origin to generate revenues from 

government taxes and to provide quality public goods. 

Thomson (2011) explained that the most considerable influence in making the decision to emigrate 

has the family reasons and the family economic status. Taxes play an essential role if in the host country the 

government uses budget resources to deliver quality public services and to create jobs. However, the fiscal 

effects are low. On the other hand, the decision to emigrate is largely influenced by the net income expected 

in the host country (Grenčíková et al., 2017; Strielkowski & Bilan, 2016; Streimikiene et al., 2016). 

Taxation in the origin country versus taxation in the host country may influence the migration decision, 
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but according to Haapanen & Ritsila (2001) its amplitude depends on the age of the individual, regional 

unemployment rate and level of net earnings. 

Regarding the relationship between taxes and migration, Auerbach & Oreopoulos (1999) concluded 

that immigration contributes to the tax burden felt by future generations and if the fiscal policy of 

accountability is respected, the tax pressure of immigrants is reduced. However, the impact of migration 

on the budgetary balance should not be seen as a significant source of influence. Still, Storesletten (2000) 

has demonstrated that immigration policy has substantial quantitative implications on fiscal policy and this 

must be seen as a determinant of state budget revenues. 

Krause (2017) concluded that the increasing international mobility of highly qualified individuals is 

hindering the ability of the government to form its tax revenues. Also, this mobility affects the social and 

economic well-being of the country. 

Wallace (2002) analyzed over a period of more than five years if income taxes in Georgia influences 

the individual's decision to migrate. He concluded that in some areas of the country, high wages of 

employees offset the high-income tax and this fact explains why in many studies the taxation did not have 

a significant effect on the migration phenomenon. Ruiz del Portal (2017) studied the optimal model of 

income tax and concluded that migration encourages the supply of public goods, but all this phenomenon 

leads to violations of the tax rules, by those remaining in the country of origin. 

Gabszewicz et al. (2016) concluded that taxation is still influenced by migration but also by the 

country's productivity. For example, when emigrants leave low-income countries, for highly productive 

countries, emigration reduces income tax rates in their country of origin and increases income tax rates in 

the state of destination. On the other hand, compared to the scenario of a fiscal balance without 

productivity gaps, when emigrants leave high productivity countries in favor of low-productivity countries, 

migration increases income tax in their country of origin and lowers income tax in the state of destination. 

On the other hand, Phyo et al. (2019) used panel data from 72 countries, to study the relationship 

between migration, the level of economic development and foreign direct investment. They concluded 

that the more an emerging economy develops, the less the brain drain phenomenon will decrease. They 

also showed that there is a positive relationship between a developed economy and the phenomenon of 

migration. Thus, we can say that the more it is developed, the more the number of immigrants increases 

and the number of emigrants decreases. 

By this research, our aim is to highlight the extent to which population migration represents (or not) 

a determinant factor of fiscal policy in the countries under study. 

3. CURRENT SITUATION AND GENERAL CONSIDERATIONS 

In the first part of the research, the study is based on the use of descriptive, comparative and 

statistical techniques, through their graphs, tables and interpretations. Forwards, we will illustrate the 

current situation, regarding the research topic, namely the evolution in time of emigrants, immigrants 

flow, as well as the evolutions of fiscal revenues, income taxes and budget expenditures on social 

protection benefits. The highlight of the evolution is made to delimit the general considerations of the 

current situation of the study.  

The economic crisis has left deep marks within the European Union. Through the comparative 

study, we will be able to outline the trajectories recorded after the economic crisis and to highlight the 

effects on migration. Also, we will be able to highlight the fiscal policy adopted by the government of the 

developed and emerging economies on income tax and social expenditures. 

We selected for the study six European Union member states: Romania, Poland, Slovenia, Germany, 

Italy and Spain. The reason for choosing these countries is due to the fact that we intended to include in 



  
Journal of International Studies 

 
Vol.12, No.4, 2019 

 

 

 
148 

the research both developed and developing economies. Also, we selected in the study, especially those 

countries with a large number of immigrants and emigrants. Thus, in each category, we selected three 

countries. According to the International Monetary Fund (IMF), their 2018 rating is:  

- emerging economies - Romania, Poland and Slovenia; 

- developed economies - Germany, Italy and Spain. 

The data that we use in this paper was taken from the database of European Commission`s office 

responsible for statistics (Eurostat) and from the Organization for Economic Cooperation and 

Development (OECD) database. 

3.1. Considerations post-economic and financial crisis, regarding the migration 
situation 

In Table 1, we point out the emigration movement of people from the analyzed countries. According to 

European Commission, the emigration represents the action of a person to leave their origin country, thus 

establishing their residence in another EU Member State or a third country, for at least 12 months. The 

number of emigrants is expressed in total number of persons that includes both emigrants from the state 

of origin and emigrants coming from other EU Member States or outside the EU. 

As can be seen, the number of emigrants in developed countries is noticeably higher than in the 

emerging ones. For example, the exodus of population is being almost double in Germany and Spain, 

compared to Poland and Romania. Exception to the large number of emigrants in developed economies is 

Italy, which in the 11-years study followed a slightly upward trend, regarding the number of people leaving 

the country. This fact show that the Italian government practices social, economic and financial policies in 

favor of the resident population and the traces left by the economic crisis, also present in Italy, have not 

encouraged the population to choose the living conditions provided by other countries. Another 

exception is Slovenia, which has the lowest number of emigrants, a total of 163,939 people in the post-

crisis period. However, these should not be misleading, considering that in 2018, the estimated number of 

total population of Slovenia is around 2 million persons, far below the other countries under study. 

 

Table 1 

Evolution of emigrants flow during 2007-2017 (by reporting country- thousand persons) 
 

EMIGRANTS Germany Spain Italy Poland Romania Slovenia 

2007 636.854 227.065 51.113 35.480 * 14.943 

2008 737.889 288.432 80.947 * 302.796 12.109 

2009 286.582 380.121 80.597 229.320 246.626 18.788 

2010 252.456 403.377 78.771 218.126 197.985 15.937 

2011 249.045 409.034 82.461 265.798 195.551 12.024 

2012 240.001 446.606 106.216 275.603 170.186 14.378 

2013 259.328 532.303 125.735 276.446 161.755 13.384 

2014 324.221 400.430 136.328 268.299 172.871 14.336 

2015 347.162 343.875 146.955 258.837 194.718 14.913 

2016 533.762 327.325 157.065 236.441 207.578 15.572 

2017 560.700 368.860 155.110 218.492 242.193 17.555 

TOTAL 4.428.000 4.127.428 1.201.298 2.282.842 2.092.259 163.939 
 

Source: Eurostat, OECD database; * - unavailable data 

 

It can be noticed that the number of Polish emigrants from 2009, the year most formally affected by 

the economic and financial crisis, compared to 2007, it is about 6.5 times higher. Until 2017, every year, in 

Poland, the number of population that decides to emigrate was at the annual value of approx. 250 
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thousand people. According to the International Migration Outlook (IMO, 2018), on December 2016, 

more than 2.5 million Polish citizens lived across the country, with leading destinations: United Kingdom 

(31%) and Germany (27%).  The number of 2,5 million emigrants is close to the one encountered in 

Romania. On the one hand, this fact highlights the migration boom caused by the economic crisis and, on 

the other hand, Romania's accession to the EU and the opening of cross-border within it. The central 

destination countries for Romanian emigrants are Italy and Spain. 

Taking into account the data provided by the European Commission through the Eurostat database, 

the number of emigrants with the same nationality as the origin country is considerably lower for 

developed economies, and their residents are not tempted to leave their country of origin. An opposite 

situation is found in emerging countries, where the vast majority of emigrants are being formed by citizens 

of those states. For example, the most significant boom in terms of residents' emigration is met for 

Romanian citizens, 300 thousand people decided to leave the country in 2008, followed by German 

citizens (171 thousand people), then by citizens of Poland (67 thousand). Both the number of Romanian 

and Polish citizens, who have decided to emigrate in each year, have a close value to the total number of 

emigrants (for example, in Romania, the year 2017 was characterized by a total emigration of 242,193 

persons, among which 221,798 were Romanian citizens). 

In table 2, we show the phenomenon of immigration and according to the European Commission, it 

represents the action of persons, in the countries under consideration, to establish their residence in an 

EU Member State or a third country outside the country of their origin, for at least 12 months. The 

number of immigrants is expressed in total number of persons and includes both immigrants from the 

state of origin and immigrants coming from other EU Member States or from outside the EU. 

 

Table 2 

Evolution of immigrants flow in 2007-2017 (thousand persons) 
 

IMMIGRANTS Germany  Spain Italy Poland Romania Slovenia 

2007 680.766 958.266 527.123 14.995 * 29.193 

2008 682.146 599.075 534.712 15.275 138.929 30.693 

2009 346.216 392.962 442.940 189.166 135.844 30.296 

2010 404.055 360.705 458.856 155.131 149.885 15.416 

2011 489.422 371.331 385.793 157.059 147.685 14.083 

2012 592.175 304.053 350.772 217.546 167.266 15.022 

2013 692.713 280.772 307.454 220.311 153.646 13.871 

2014 884.893 305.454 277.631 222.275 136.035 13.846 

2015 1.543.848 342.114 280.078 218.147 132.795 15.420 

2016 1.029.852 414.746 300.823 208.302 137.455 16.623 

2017 917.109 532.132 343.440 209.353 177.435 18.808 

TOTAL 8.263.195 4.861.610 4.209.622 1.827.560 1.476.975 213.271 
 

Source: Eurostat, OECD database; * - unavailable data 

 

According to the above table, the developed countries represent an attraction for immigrants and the 

total number, in the 11 years studied, is being around 4 million for Italy and Spain and 8 million for 

Germany. 

In Italy, according to IMO (2018), most of the immigrants are Romanians, namely 1.7 million. For 

Spain year 2016 was the year when most Spanish citizens decided to return home. This return was 

encouraged by the implementation of the government's economic and financial policies in order to reduce 

the deep marks of the 2008-2009 economic crisis, namely the higher rates of unemployment, above the 

rates of the EU-28 (Eurostat, 2019). 
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The biggest boom of immigrants is in Germany of 2015-2017, years characterized by the "refugee 

crisis" from Syria, Iraq and Afghanistan. However, according to IMO (2018), in 2016, most immigrants 

came from Romania (222,400), Syria (179,400), Poland (160,700) and Bulgaria (83,000). Germany has 

registered a total of 8 million immigrants during the period under study, which with the unemployment 

rate, is in an inversely proportional relationship. According to Eurostat data, the unemployment rate was 

decreasing from 8.5% in 2007 to 3.8% in 2017, while the number of immigrants has increased from year 

to year. 

Also, in the case of the number of immigrants, Slovenia has the lowest number, relatively constant 

during the recession period and after that, namely 2009-2017. The low number of immigrants encountered 

is because Slovenia is more a transit country for European migrants, non-European and refugee countries.  

This thing is happening because the migrants continue their journey to the developed nations in Northern 

Europe. 

Regarding the situation in Romania and Poland, in each year analyzed, the number of immigrants is 

lower than that of emigrants, with net migration's values being negative. The economically developed 

countries offer the possibility of a better living, through the public services provided and by the level of 

net salary. These are better in comparison with the emerging economies and the population from 

Romania, Poland and Slovenia but generally, the population of the emerging countries is a secure 

workforce for a long time.  For countries of origin, the emigrants are a net loss. This fact can highlight the 

inability of the state to promote optimum conditions in terms of economic, financial and social, to 

encourage people to return or stay "home".  

3.2. The evolution of fiscal revenues and expenditures on social protection benefits, 

during 2007-2017 period 

According to the OECD (2019), the definition of fiscal revenues refers to the revenues collected 

from taxes on income and profits, social security contributions, taxes on goods and services, wage taxes, 

property taxes and property transfers, as well as other taxes. In this study, it was chosen to use fiscal 

revenues (excluding social security contributions) as a percentage of GDP. This indicator indicates the 

share of a country's output, collected by the government through taxes. This indicator can be considered a 

measure of the degree to which the government controls the resources of the economy and the financial 

resources available. All this resources are in order to cover public expenditures and to provide quality 

public services. 

According to Eurostat (2019), social protection includes all interventions by public or private bodies 

designed to relieve households and individuals of the burden of a set of risks or needs. The eight main 

recognized risks and needs are sickness/medical care, disability, old age, survivors, family/children, 

unemployment, housing and social exclusion. 

In table 3, we summarize the evolution of tax revenues and budget expenditures on social protection 

benefits. The economic crisis, together with the fiscal policy measures adopted in the countries under 

study, changes in legislation or economic activity, had a later impact on tax revenues. Although the first 

effects of the crisis, at the level of the European Union, have been visible since 2008, these consequences 

on tax revenues were met in 2009-2010, when the first decreases were recorded. 

In Italy, the share of tax revenues in GDP is higher than the EU28 average, in all the years under 

review. These values mean that the Italian government has made a significant effort to ensure an attractive 

tax policy for both immigrants and the resident population. The fiscal revenues' situation is in line with 

the level of migration in Italy. These high proportions of tax revenues in GDP (ranging from 28.43% to 
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30.38%) highlight a substantial contribution of the citizens to the formation of fiscal revenues, both in 

terms of taxes on income, profit, and mainly due to consumption taxes. 

Proportions over 21% of fiscal revenue in GDP are in Germany, Spain and Slovenia, with the only 

exceptions being Poland and Romania, with lower proportions. A repercussion of low fiscal revenues in 

GDP, in these two countries, could be caused by: 

- the non-coverage of budget expenditures; 

- the rise of public debt at a burdening level for the resident population; 

- the level of migration throughout the analyzed period. 

Both countries have had a higher number of emigrants than immigrants. This fact can suggest either 

that the fiscal policy of the state is ineffective or the economic, political and social situation, corruption 

and underground economy led to discouraging citizens from deciding to pursue activities in their country 

of origin. 

Many causes can make the government's fiscal revenues vary from year to year. For a detailed 

analysis, it would be necessary to explain the internal causes in each country. In general, the main reasons 

are: 

- changes in economic activity that may affect employment rates, migration levels, level of 

investment, consumption level, sale of goods and services, etc.; 

- fiscal legislation (through tax rates, tax base, exemptions), which can influence the salary levels, 

the emergence of tax evasion, the consumption discouragement, etc., all of which have an impact 

on the welfare of taxpayers.  

Table 3 

Evolution of fiscal revenues (excluding social security contributions) and expenditures on social 

protection benefits (% GDP) 
 

 
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Fiscal Revenues 

EU28 26.56 26.05 25.03 25.29 25.72 26.25 26.62 26.64 26.69 26.77 26.95 

Germany 22.74 23.06 22.71 21.72 22.32 22.82 23.19 23.08 23.33 23.60 23.78 

Spain 24.95 20.72 18.50 20.07 19.99 21.18 22.09 22.40 22.71 22.30 22.48 

Italy 29.04 28.43 28.49 28.43 28.53 30.38 30.34 30.19 30.00 29.48 29.27 

Poland 22.83 22.91 20.12 20.62 20.73 20.13 19.71 19.77 19.94 20.84 21.33 

Romania 18.79 17.78 16.26 17.75 19.23 19.03 18.68 18.95 19.92 17.77 16.45 

Slovenia 23.70 22.91 21.86 22.30 22.05 22.18 22.14 22.18 22.15 22.27 21.99 

Expenditures on social protection benefits 

EU28 
 

24.8 27.5 27.4 27.2 27.6 27.8 27.6 27.4 27.1 : 

Germany 25.8 26.1 29.3 28.6 27.5 27.6 27.9 27.7 28 28.2 : 

Spain 19.8 21 24 24.2 24.9 25 25.3 24.9 24.2 23.9 : 

Italy  24.5 25.5 27.5 27.6 27.4 28.1 28.6 28.8 28.8 28.6 : 

Poland 17.9 18.8 19.8 19.2 18.2 18.4 19.1 18.9 19 19.9 : 

Romania 12.8 13.6 16.2 17.3 16.3 15.2 14.6 14.4 14.3 14.3 : 

Slovenia 20.4 20.5 23.2 23.9 24.1 24.4 24.3 23.5 23.3 22.9 : 
 

Source: Eurostat database;  :  - unavailable data. 

 

As can be seen in table 3, in 2008-2016 period the EU28 average of social protection expenditures 

slightly increased at a relatively constant pace, from 24.8% to 27.1%, as a percentage of GDP. The two 

primary sources of social protection funding at the EU level were social contributions and government 

contributions generated by taxes. An unusual situation can be noticed, although unemployment rates are 

higher for emerging economies; the share of social protection expenditure in GDP is higher for developed 

ones. These differences may derive from different living standards, the national social protection systems 
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and the demographic, economic, social and institutional structures specific to each Member State. 

According to Eurostat, not all government expenditure functions evolved in the same way between 2007 

and 2016. Some functions had a natural tendency to be anti-cyclical, even without a change in financial 

policy. For example, government expenditures on unemployment (part of social protection) are 

predisposed to have an anti-cyclical evolution than other functions (such as public expenditures on 

education). This evolution is resulting from the fact that more people become unemployed during an 

economic crisis, while the number of pupils and students is more affected by demographic change.  

4. METHODOLOGY 

In the first part of the paper, we illustrated the situation regarding the subject of research, namely the 

evolution in time of emigrants and immigrants flow, as well as the evolutions of fiscal revenues, income 

taxes and budget expenditures on social protection benefits. 

The second part of the research will be materialized through the regression analysis of the panel data 

between migration and taxation. This analysis is obtained with the help of Eviews software. The analysis 

of the empirical literature studied above gives us an overview of the phenomenon of emigration and 

taxation. Thus, through this research we want to highlight the effect of emigration and immigration on 

fiscal policies. Achieving this goal depends on the specification of the chosen model. Thus, the use of 

regression analysis of panel data will make it possible to determine the interconnections between model 

variables. 

Data on emigrants (EMIG) and immigrants (IMIG) is expressed in the total number of people, and 

tax revenues (REV), revenue collected from income taxes (IMP) and social protection expenditure (EXP) 

are expressed as a percentage of gross domestic product (GDP). Our study will involve comparing the 

results obtained in the countries under analyze, focusing on their grouping, according to the level of 

development (emerging economies and developed economies). 

  Because the migration phenomenon assessment in Romania is limited by the short official data 

(Simionescu, 2016) our analysis will be carried out over a longitudinal monthly period of 11 years, i.e. 

01.01.2007-31.12.2017. This period will include the years of global economic and financial crisis, which 

have also been felt in the European Union countries, as well as the years of economic recession. The 

monthly data was obtained by transforming the annual data into monthly data, using the E-views 

software`s functions. 

In order to achieve the proposed objective, with the help of the statistical program for social sciences 

SPSS, we studied the Pearson correlation between the model variables, at the level of the six countries, 

starting from 3 null hypotheses, namely: 

H01: There is no correlation between income taxes and migration; 

H02: There is no correlation between tax revenues and migration; 

H03: There is no correlation between expenditure on social protection and migration. 
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Tabel 4  

Pearson Correlation between model’s variables 
 

   EMIG IMIG IMP REV EXP 

EMIG Pearson Correlation 1 .571** .117** -.212** ,160** 

Sig. (2-tailed)  .000 .001 .000 ,000 

N 792 792 792 792 720 

IMIG Pearson Correlation .571** 1 .536** .289** ,488** 

Sig. (2-tailed) .000  .000 .000 ,000 

N 792 792 792 792 720 

IMP Pearson Correlation .117** .536** 1 .896** ,872** 

Sig. (2-tailed) .001 .000  .000 ,000 

N 792 792 792 792 720 

REV Pearson Correlation -.212** .289** .896** 1 ,700** 

Sig. (2-tailed) .000 .000 .000  ,000 

N 792 792 792 792 720 

EXP Pearson Correlation .160** .488** .872** .700** 1 

Sig. (2-tailed) .000 .000 .000 .000  

N 720 720 720 720 720 

**. Correlation is significant at the 0.01 level (2-tailed). 
 

Source: Autors own processing, using SPSS software 

 

As can be seen in table no. 4, there are significant correlations between the variables chosen in the 

model at the level of the analyzed countries. The value of Sig is 0.000 in all cases, respectively p <0.05, 

which means that there is a statistically significant correlation between the analyzed variables. The null 

hypotheses are rejected. 

If we consider the variables regarding the income tax and migration, we can see that for the variables IMP 

and EMIG, the Pearson coefficient with r= 0,117, according to Cohen (1988), shows that the relation 

between them is positive, but minor and the association is low. Moreover, in the case of the variables IMP 

and IMIG, the Pearson coefficient with r = 0.536 shows that the relationship between the variables is 

positive and high, and the association is great. 

If we consider the variables related to tax revenues and migration, we can see that in the case of the 

variables REV and EMIG, the Pearson coefficient with r = -0.212 shows that the relation between them is 

negative and minor, and the association is low. Moreover, in the case of the variables REV and IMIG, the 

Pearson coefficient with r = 0.289 shows that the relation between them is positive and minor, and the 

association is low. 

If we consider the variables regarding the expenditures with social protection and migration, we can observe 

that: in the case of the variables EXP and EMIG, the Pearson coefficient with r = 0,160 shows that the 

relation between them is positive and minor, and the association is low. Furthermore, for EXP and IMIG 

variables, the Pearson coefficient with r = 0.488 shows that the relationship between them is positive and 

moderate, and the association is average. 

Following the interpretation of table 4, we concluded that although there are correlations between 

taxation and migration, they are not very strong. In order to identify, in-depth, the fiscal effects of 

migration by category of countries (emerging economies and developed economies), the panel regression 

analysis was used, using the statistical program Eviews.  

In the regression analysis, from the last part of the paper, we will use panel data series.  

To eliminate the seasonal effects, we resorted to the seasonal adjustment of the model variables, in 

order to capture the real evolution from the consecutive periods, of the studied indicators. Before starting 
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the model estimation, the variables were logarithmized. Also, the normal data distribution was verified 

with the help of the Kolmogorov-Smirnov test, from the SPSS statistical program.  

Using the regression analysis of panel data, it will help us to estimate the relationships between the 

dependent variable (of fiscal nature) and the independent variables (of migratory nature). Dependent 

variables were: tax revenues (REV), income taxes (IMP) and social benefits expenditures (EXP), and 

independent variables: number of immigrants (IMIG) and number of emigrants (EMIG). 

Panel data refers to a series of multidimensional data over a period of 11 monthly years. In our case, 

we have about 132 observations for each analyzed country => 396 observations in each group of 

emerging/developed countries. 

 The regression equation for panel data is in the following form Yit=a+bX1it+…+Xnit+eit, where: 

- Y represents the dependent variable; 

- X1... Xn represents the independent variables; 

- a, b - the regression coefficient (the amount with which Y will changes when X changes with one 

unit); 

- e is the term of error 

- the index “i” shows the cross-sectional dimension and the index “t“ the temporal one 

To see which model is most compatible with the panel data we have, we applied the Durbin-

Hausman test (Durbin, 1954; Hausman, 1986). In our case, the null hypothesis (Ho: Random effects 

model is appropriate) was rejected, and the alternative hypothesis was accepted(HA: Fixed effects model is 

appropriate), so the fixed effects model is best suited for our sample. 

5. EMPIRICAL RESULTS AND DISCUSSION 

Through the empirical analysis of this paper, we seek to establish the link between taxation and 

migration. We start from the fact that emigration is a phenomenon increasingly practiced in emerging 

economies, and the number of immigrants in the developed economies is at the order of millions. In the 

first place, we need to identify the link between migration and fiscal revenues, as well as income taxes, and 

secondly, by identifying the degree of influence exerted by migration on social protection expenditures. 

In order to achieve the proposed objective, using the regression analysis of panel data, respectively 

fixed effects model, we study:  

- the relationship between migration and income taxes in the developed economies, then in the 

emerging economies; 

- the relationship between migration and fiscal revenues in the developed economies, then in the 

emerging economies; 

- the relationship between migration and social protection expenditures at the level of the developed 

economies, then at the level of the emerging economies. 

In table 5, we resorted to making two regression models of panel data, as follows: at the level of 

developed countries and the level of emerging countries. Using the fixed-effects model, we assume that 

with this model, the parameters are fixed alternately, and the average of the groups is fixed. To observe 

the degree of influence of the independent variables on the dependent variable, we will consider the 

coefficient of determination R2 and the p-value. For the variable to be included in the model, the p-value 

must be less than α (α = 0.05). 
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Table 5 
Relationship between the fiscal variables and migration 

 

Dependent Variables Independent variables R2 p-value 

EMIG IMIG EMIG IMIG 

Emerging economies (Romania, Poland, Slovacia) 
REV - + 0.856 0.0000 0.0007 

IMP - + 0.947 0.0000 0.0001 

EXP + - 0.898 0.0000 0.0000 

Developed economies (Germany, Italy, Spain) 
REV + + 0.885 0.0166 0.0000  

IMP + + 0.970 0.0000 0.0000 

EXP + - 0.807 0.0000 0.0000 
 

Source: Authors own precessing, using Eviews software 

 

Given that, in all cases, the p-value was below the 0.05 threshold, so we included all variables in the 

model. Next, we have analyzed the two groups of economies. In the case of emerging countries, the following 

relations have resulted: 

LOG (REV) = 4.01239-0.10956 * LOG (EMIG) + 0.02144 * LOG (IMIG)   (1) 

According to the relation (1), regarding the dependent variable REV, the coefficient of determination 

R2 of 85.6% shows a statistically significant correlation between the variables. In the case of the variable 

EMIG, the existing relationship is inversely proportional. This means that an increase in the number of 

emigrants by one unit of measure will lead to a decrease in tax revenues by 0.10956 units. In the case of 

the IMIG variable, the relationship is positive, which means that an increase of immigrants will lead to an 

increase of the fiscal revenues to the state budget, by 0.02144 units. 

LOG (IMP) = 2.35952-0.10757 * LOG (EMIG) + 0.03096 * LOG (IMIG)   (2) 

In relation (2), the determination coefficient R2 of 94.7% shows a robust correlation between the 

variable IMP and the variables related to the migration phenomenon. Also, in this case, there is a negative 

relationship between emigrants and the dependent variable and a positive one between immigrants and 

income taxes. 

By analyzing the first two relationships, we have seen that the higher number of emigrants, as 

compared to that of immigrants, has unfavorable fiscal effects. These can be translated by the decreasing 

labor force in the emerging economies, which prefer to leave the country of their origin for various 

reasons, especially related to the higher net income, received in the host country. At this conclusion 

reached also Grenčíková et al.. (2017). 

LOG (EXP) = 2.64582 + 0.06957 * LOG (EMIG) -0.04422 * LOG (IMIG)   (3) 

As for the relationship (3), the situation is the opposite. The variable EMIG is in a positive 

association with social protection expenditures. However, the increase of one unit of the variable IMIG 

leads to a decrease of 0.03096 units of the EXP variable. This relationship is strengthened by the value of 

the coefficient of determination of 89.9%. 

LOG (REV) = 2.3839 + 0.01746 * LOG (EMIG) + 0.04537 * LOG (IMIG)   (4) 

Regarding the analysis of the situation in developed economies, according to relations (4) and (5), migration 

has a positive impact on tax revenues and income taxes, but still inferior to other factors. This evidence 

results from the fact that the model constant is higher than the regression coefficients of the independent 

variables. It means that a change in other factors not included in the model will increase the tax revenues 

by 2,3839 units, respectively will increase the income taxes by 1,10435 units. 

LOG (IMP) = 1.10435 + 0.06562 * LOG (EMIG) + 0.02199 * LOG (IMIG)   (5) 
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As in the case of the emerging countries (relation 3), in the developed countries, the impact of 

immigrants on social benefits expenditures is in inverse proportional correlation (relation 6), The negative 

influence of the IMIG variable, observed in the developing economies and developed economies, can be 

influenced by the increase in the number of employees in the country and the decrease in the number of 

unemployed. In this situation, although the tax revenues increase, the social benefits expenditures 

decrease, but at the same time, we can speak about an increase of other categories of public expenditure, 

which were not analyzed in this study. These would be public education expenditures and public health 

expenditures. 

LOG (EXP) = 4.19506 + 0.03697 * LOG (EMIG) -0.10623 * LOG (IMIG)   (6) 

The results obtained in the case of the emerging economies, namely, the decrease of the tax revenues 

and income taxes once the population is leaving the country of their origin, are in line with previous 

studies (Gibson & McKenzie, 2012; Clements et al., 2015). The inverse relationship between EMIG, REV 

and IMP is because the population left behind, in their origin country, cannot help in the formation of 

government revenues without the tax burden making its presence felt. 

We can justify the negative relationship between the number of emigrants and dependent fiscal 

variables by the fact that an increase in the number of people who decide to leave for some time (the 

country of their origin or the host country) can only lead to drops in all levels. We also concluded that the 

adverse fiscal effects would be even more substantial in the emerging countries. This result is because the 

labor force is lost and the number of immigrants does not exceed the number of emigrants.  

Looking by analogy, in the case of developed economies, both emigrants and immigrants have 

positive fiscal effects. It is understandable because, through the applied social policies, but also because 

the number of immigrants is lower than the number of immigrants, the fiscal effects are balanced and 

positive. This result it is also in line with the previous study by Phyo et al. (2019). 

Regarding the positive relationship between immigrants and tax revenues and income taxes, for all 

the six countries analyzed is understandable (Hansen et al., 2015). On the one hand, the increase of fiscal 

variables results from the direct and indirect taxes paid by immigrants through their expenditures. On the 

other hand, an increase in the number of employees on the labor market, in the registered economy, 

means more taxpayers and more resources for the formation of government revenues through the 

payment of taxes and social contributions. Also, signifies even more public services, where the taxpayers 

are direct beneficiaries of them. 

The constant obtained in the six relations, presented above, is higher than the regression coefficients 

for the independent variables. Overall, the fiscal impact of the migration phenomenon tends to be small 

compared to other factors, which we did not take into account in the present research. These factors can 

be inflation, wage level, economic stability, public debt, tax bases, number of employees, along with 

others. 

6. CONCLUSIONS 

The estimation of the taxation and migration correlation is difficult because of the limited data and 

the leading causes, behind the decision to leave the country of origin, are diverse and vary within the 

emigrant population. The population is different from the point of view of professional training, age, level 

of education and personal aspirations. Taxes and fees are not the main reasons that can influence people 

in deciding to choose the country where they live and work.  

Immigrants can generate fiscal effects in host countries, being both beneficiaries of public services 

(funded from budget revenues) and taxpayers for government revenues generation (by paying taxes, fees 

and social security contributions). The fiscal effects of immigrants and emigrants can be positive or 
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negative depending on: the policies promoted by host countries; the level and type of taxes and fees; the 

dynamics of the labor market; economic and social factors; the living standards and their social 

characteristics, but these fiscal effects are still low. 

The main conclusion reached is that the emigrants produce negative effects in the emerging 

economies and positive effects in the developed countries. This results from the fact that, in the case of 

developed economies, the number of immigrants is higher than that of emigrants. So, the emigrants' flow 

do not have substantial effects on tax revenues. It was concluded that although there are correlations 

between taxation and migration, they are not very strong. However, this highlights that migration can have 

significant effects on the country's incomes, social, economic and demographic well-being, but also on the 

redistribution of incomes. These assumptions are in line with previous studies (Uprety, 2019; Gnimassoun 

& Anyanwu, 2019). 

The economically developed countries offer the possibility of a better living, through the public 

services provided and by the level of net salary. These are better in comparison with the emerging 

economies and the population from Romania, Poland and Slovenia but generally, the population of the 

emerging countries is a secure workforce for a long time.  For countries of origin, the emigrants are a net 

loss. This fact can highlight the inability of the state to promote optimum conditions in terms of 

economic, financial and social, to encourage people to return or stay "home".  

The developed economies have resorted to attracting immigrants to cover their economic needs. We 

think that these needs are related to the lack of highly skilled labor, but also to the unskilled labor force, 

especially in the agriculture and construction sector. The migration attraction is made either through 

public services offered (such as those related to health and education), which can be materialized through 

taxation, either by tax incentives for immigrants, including wage levels. These measures, taken by 

developed economies, led directly to an increase in the number of immigrants and a decrease in the 

number of emigrants. In recent years, they also have recourse to attract highly skilled labor, by providing 

high-quality public services and wage benefits, superior to the origin countries of immigrants. This fact 

leads to the phenomenon of "brain-drain" an increasing phenomenon more and more studied in the 

present (Basile et al, 2019; Cattaneo et al., 2019; Teney, 2019; Gomes et al.,2018; Giurgiuca, A. et al., 

2018). 

A future direction on which all EU Member States should focus is the harmonization of fiscal, 

economic, social and migration policies. It is necessary to ensure an attractive environment for foreign 

investments. This can happen when emigrants return to their country of origin, with new skills and 

knowledge, to lead to business development and exit from the underground economy. This will lead to 

the development of entrepreneurial thinking, which will inevitably increase the economy of the country 

over time. In the long run, we can think at the transition of emerging economies to developed ones. 

However, these goals depend mainly on the political environment of the countries concerned, financial, 

economic and national transparency, both individuals and governmental. 

Taking into account the analyzed period and the analyzed variables, the study has some limitations. 

For example, we did not include factors such as political stability, corruption, economic stability, public 

debt, tax bases, number of employees, etc.  

For a more in-depth study of the influence of migration on fiscal policies and fiscal systems of states, 

for a future research direction, a thorough study of internal causes at the country level is needed, mainly 

under fiscal legislation, which entails economic, financial and social repercussions. 
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