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Abstract. This paper aims at presenting a conceptually new model of labour force migration in relation to the higher
education policy making and the role of the Government in this process. The concept of human capital development
stands out as the main theoretical backbone in this paper, comprising the aspects of financing the higher education and
any realities, of how educated specialists could return (if at all) the Government’s subsidies provided in their education
process, especially in case of their migration to foreign countries. As Lithuania, alongside with other new EU member-
states, such as Poland, Romania, Bulgaria, Hungary, Latvia etc, experiences a ‘brain-drain’ effect on its labour force
market, which, consequently, has a crucial impact on the equilibrium of skilled and unskilled workforce in the listed
countries. Therefore the authors raise a question, whether the labour force migration process could be managed, control-

led or monitored?
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1. Introduction

The implication of labour force in the whole economic
system is paramount. In the future, due to the process of
regionalisation, which is highly influenced by the
globalisation, the labour market might even grow in sig-
nificance. The process of globalisation underlines knowl-
edge and innovations, economic growth backed up by re-
search and development, which, consequently, requires the
increase in numbers of highly skilled specialists. As the
global data indicate, the value of the creative class — edu-
cated and cosmopolitan employees — would only increase
and will play a vital role in regional competitiveness.

Governments need to employ the potential of an effec-
tive educational system for ensuring the stability in socio-
economic development, but they also have to consider the
fact that high-skilled workers tend to be mobile in search
for higher salaries, better working conditions, premiums,
quality of life and career prospects.

According to the Dept of Statistics of the Republic of
Lithuania, 334 000 of Lithuanians emigrated from the coun-
try until 2006, but, in fact, this number should be doubled
to get a more realistic figure. This paper does not deal with
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the causes of migration of the workforce, but it concen-
trates on the possibility of managing the process of migra-
tion.

The scientific problem in this paper is formulated as
follows: it is possible to manage the process of workforce
migration by effective management systems by proposing
amanagement model of labour force migration, which could
ensure the maximum satisfaction of needs for all
stakeholders and to ensure the social justice and welfare.
The methods applied in this paper incorporate logical gen-
eralisation of scientific literature and the application of sys-
tems theory.

2. Economics of higher education

The economics of higher education goes back at least
to Adam Smith, who suggested over 200 years ago in the
Wealth of Nations that professors should get paid based upon
the number of students enrolled in their classes. In our days
there are five categories of education services: primary,
secondary, higher, adult and other educations. The most
relevant to this report is ‘higher’ education, which can be
described like benefits:

1. Private: Human Capital and Screening theory,

Higher Earnings, Status, Life Options, Pleasure,
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Demand for High Skilled Workers.

2. Social: Education and Growth, Education and
Democratic Civil Societies, Individual Economic
Mobility and Social Justice.

Both at the individual level and the level of society, there
is now an ample research showing substantial positive ef-
fects of education not only in terms of monetary benefits
but also in terms of non-monetary ones [1]. Highly edu-
cated people are also more likely to participate in the la-
bour market and have better chances to be employed. In
addition to affecting labour-market outcomes, education also
affects decisions related to expenditure and savings. Non-
monetary effect approves that education is related to both
life-satisfaction and happiness.

On the other hand, the cost sharing (public or private),
universities and the industry, brain-drain are very impor-
tant component parts in this field.

According to human capital theories [2—4] economic
effectiveness of education has 3 stages: the evaluation and
estimation of costs’ structure, the evaluation and estima-
tion of welfare, cost and results comparison. In fact, the
cost structure of education comprises the following elements
[4]: a) direct costs in the form of education fees; b) condi-
tional costs incur as ,,lost opportunities” costs, especially
for students at higher levels of studies, like Master students;
c) direct expenses for the education process incurred the
government; d) conditional expenses for education process
by the government, calculated as lost taxes from the earn-
ings of potential (lost) salaries by the students. According
to the human capital theory, when education is seen as an
investment, it is essential to have information about the re-
turn on investment for different careers, which can be ob-
tained by the introduction and trading of human capital
contracts. Moreover, the transparent pricing mechanism
facilitates the establishment of a liquid secondary market,
which might lead to reduced illiquidity premium and lower
discount rates for investments in human capital [5].

3. Role of the government in regulating higher
education

The government has a role in the financing, delivery
and regulation of higher education - either alone or in part-
nership with individuals, NGOs and private education. Also,
governments must retain their sovereign right to determine
own domestic funding and regulatory policies/measures [6].
In New Zealand, the reduction of barriers does not equate
to erosion of core public education systems and standards
and by the OECD statistical information the government
of New Zealand is able to channel more than 2 % of GDP
into tertiary education [7]. The principle that the US gov-
ernment should retain the right to regulate to meet domes-
tic policy objectives should be respected, and will continue
to play important roles as suppliers of service [8].

The debate will continue about the changing role of
government in education, but there is considerable practi-
cal innovation and experimentation taking place globally
that points to an acceptance of the changing role of govern-

209

ment in educational delivery. Some authors [9] suggest three
types of reform: contracting out model (for USA, England),
demand-side financing model (in the USA, Chile, Colom-
bia), state-funded private school model (for schools in the
USA, Canada, and China, in England and Wales).

4. Capacity building for managing high-skilled labour
force migration

The migration process could be viewed from the life-
circle perspective, which incorporates the correlation be-
tween migration and the conflict [10]. According to Fust
(2004), five stages in migration life-circle could be identi-
fied. Each stage comprises different causes for migration
[11-14], while process itself contains complex relationship
between the migrant, and public and private intermediar-
ies, as well as between the transit country and the country
of origin. Therefore effective managing the migration de-
mands cooperative efforts of related institutions: govern-
mental, international and non-governmental organisations,
the private sector, migrants’ communities and migrants
themselves. The concept of migration management incor-
porates policies, laws, directives and public administration,
which attempt to guarantee an adequate management of the
migration process [15-16]).

From the literature review, five main fields in migra-
tion management could be identified. The scientific prob-
lem of this paper is closely related to the migration and
development phenomenon: the return of the high-skilled to
the country of origin, the exchange of know-how, monitory
transactions, diaspora, micro-credit schemes, targeted sup-
port, the brain-drain problem.

The high-skilled labour force emigration (brain-drain
process started in the 1960s) [12, 14, 17, 18], has a direc-
tive impact on the country of origin; sunk costs, which were
invested in the human capital; qualified specialists lost; the
demographical situation worsens; the depletion of social
security financing; a steep rise in salaries in those indus-
trial sectors, where the shortage of labour force is most evi-
dent. In summary, the loss of high-skilled specialists has a
noticeable impact on the country’s economy: productivity
losses, basic needs for key professions, fiscal losses [19].

A number of scientific papers reflected the outline mi-
gration policies [15, 16, 20, 21], as well as suggested tools
and means for retaining the migration of high-skilled la-
bour [22-24]). Emigration can be delayed, inhibited, a re-
laxed, market-driven solution. Another option is to ignore
the emigration of skilled workers and let a brain-drain from
poorer countries replace lost skills. A more interventionist
variation of the market solution is to recruit in target coun-
tries while developing immigration incentives, it might be
possible to reduce the negative effects of the brain-drain by
promoting links with skilled nationals and former nation-
als abroad [25, 26].

The government, by evaluating the needs in the labour
market, should select an appropriate migration management
policy.
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5. Reforms in financing the higher education in
Lithuania: realities and perspectives

The migration realities in Lithuania tend to be gloom;
according to the official statistics in 1990-2005:

* 334000 of Lithuanians emigrated from the country
(approx 21 000 per year), which is about 13 % of
economically active labour force;

+ the negative migration saldo of 255 000, which is
approx 16 000 migrants per year;

» the most worrying fact — the undeclared migration
of 1990-2000 comprised more than 60 % of total
migration flows.

According to the national survey caried out by “Spinter”
in 20062007, the financing of studies is vital in educating
young generation at Lithuanian universities. The majority
of survey participants (1003) stated that preferred amount
of the money for students at Lithuanian universities and
colleges is 860 Litas on average: students get support from
their parents (approx 372 Litas) and additionally they earn
approx 364 Litas per month, including their scholarship.
Over 10 % of the respondents received the financing sup-
port from the government (eg orphans) and other public
institutions. According to “Spinter” survey, the students
spend 713 Litas on average per month.

The survey also showed that a vast majority of respond-
ents (90 %) entered a higher shool straight after a second-
ary school graduation (68,5 % — secondary school gradu-
ates and 21,5 % — gymnasium graduates); and they barely
have any work experience on the labour market (81,6 %).
Even though 35 % of the respondents claim that they are
happy with university studies and employment opportuni-
ties in Lithuania, they would rather leave the country for a
better future.

The new financing reform of higher education in Lithua-
nia aroused lots of discussions. Obviously, the development
of the public sector in higher education is only a part of the
state’s policy in higher education. Some authors claim that
the management models of higher education have already
been described; therefore Lithuania only needs to adapt one
of them. Considering the fact that the migration policy in
Lithuania is unique and urgent for explorative solutions,
we suggest to include this issue into the management model
of higher education. Section 6 is dedicated to this scientific
problem, where the migration process is defined in the con-
text of the financing of higher education and the demand
for high-skilled specialists.

6. The conceptual management model of high-skilled
labour force

When researching the migration process from the per-
spective of investing into the human capital, two main is-
sues are observed: firstly, the investment into the human
capital is reasonable until the profit margin equals the profit
margin of the best alternative (option), ie an economic sub-
ject (an employee, a family, a company or a state) should
keep on investing until marginal benefits would equal mar-
ginal costs [4]. Secondly, the specific of labour market is
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important in the context of labour force migration, as it lacks
the choice of freedom, which is characteristic of markets of
services and goods. The choice of investment in higher edu-
cation is made in advance to acquired knowledge and skills;
and when a high-skilled specialist is lost for a foreign la-
bour market, the state incurs additional costs.

In the long run, the state’s policy should be directed
towards a) improving the quality of human resources,
b) building a favourable environment for running business,
¢) ensuring the macro-economic stability. The scale of mi-
gration directly depends on the economic welfare of the
country as the main ‘push’ and ‘pull’ factors are that of the
economic nature. Considering the effectiveness of the mi-
gration process management in the long run, the issue of
migration could be tackled alongside the increase of the
quality in human resources. The theoretical solution to this
problem is proposed by the authors in Fig 1. In order the
proposed Model could function, the authors presume the
following conditions:

*  Presumption 1. The number of places in higher edu-
cation, funded by the state, should be approved not
according to the state’s budget but in response to
the market demand.

*  Presumption 2. The current tuition fee of 4 mini-
mum living standards (500 Litas) should be abol-
ished and the real cost of tuition should be intro-
duced.

*  Presumption 3. On entering the university, the tui-
tion contract should be signed with the state and not
with the university (note: the issue concerns only
state universities).

*  Presumption 4. The computerised monitoring sys-
tem should be introduced and dully maintained.

The proposed Model considers several alternatives:
a) when a high-skilled specialist stays in the country and
when he/she leaves the country; b) when there is a demand
for high-skilled specialists on the labour market and when
there isn’t.

Some cases, as demonstrated in Fig 2, are beneficial to
the state and the employee alike; in other cases, the benefit
is experienced by the state and not by the high-skilled spe-
cialist. Usually, the decision to emigrate is taken by a spe-
cialist on the basis of economic benefits.

Each management process contains four basic functions:
planning, organising, managing and controlling. The first
three functions have been utilised in the Model already,
while the function of control and monitoring is provided in
Fig 3.

It is quite too soon to expect real results from the pro-
posed Model; therefore the main accent of this proposition
is the forthcoming outcomes (L), which comprise the input
criteria for monitoring, determined in Fig 2, and the output
criteria resulting in R (Fig 3). As the migration process is a
complex scheme, a computerised system is in demand ad-
hered to the integrated functioning of 7 institutions, defined
in Fig 3, which have a direct impact on the migration. These
institutions receive adequate data from the databank, which
enables them to proceed with the decision-making process



D. Grundey, M. Sarvutyté / UKIO TECHNOLOGINIS IR EKONOMINIS VYSTYMAS — 2007, Vol XIII, No 3, 208-213

211

4 ]
Big ?g:nand _ ! [ Tax abatement (} x %)
Taliak 1 | state "gives® higher education
i ]
e Ir Quota imposed by
No text abatement; state i i
f(_)r'_ i '.‘ “gives” higher education leQal directives
Contract i |
: " [
with state Big demand I Refund fees to the government
O o e rate y rate y'
if leave LT > »— ! H w
ow demand l—‘ l
5 Refund fess to the government e
for | : Facilities for
y the i i
d by dhe (e > reemigration
ment 10 years 20 years “and adaption
I |
a e I“ Refund fees to the government without interest rate
i H Quota imposed by
! ; 4
- l{ Refund fees to the government with interest rate ‘ IeQaI directives
1
Contract i i
with state i . "
Big ?g:“and 'l Refund fees to the government
specialists ! ety L w
If leave LT : !
ow demand I
for — | Refund fees to the government l Facilities for
specialists . T ) it
i e T reemigration
10 years 20 years ©
= Y and adaption|
Individual @
contracts|  Bank w
% Facilities for
reemigration
Natural person ‘and adaption

Source: proposed by the authors

Fig 1. The management model of high-skilled labour force migration

(P), as this system evaluates the deviation of real results
(RM) from the expected ones (N = L — RM). The real data
is being processed by experts and analysts, but stakeholders
and the general public also have a say. The influence of
external effects should be not underestimated as well.

7. Conclusions

At first glance the proposed management model of high-
skilled labour force migration might foster a productive
discussion on the levels of governmental, municipal and
educational institutions. The arguments may be shaped in
the form associations with the feudal times, stating that
movement of people is being charged, which might directly
contravene the free movement of citizens of the EU, for
example. Notwithstanding this situation, a few issues should
be taken into consideration. Firstly, market economy should
manifest itself in the sphere of attaining higher education,
as the value of high-skilled and easily adaptive specialists
is on the rise, which, consequently, will become a competi-
tive advantage for any region. Secondly, in Lithuania a mis-
shapen perception of the migration process serves the cause
to think that this phenomenon of the 215 century is uncon-
trollable and vague and does not require any institutional
adaptation or a coherent institutional coordination.
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Fig 2. The Models’ cost-and-benefit analysis for the state and employees
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AUKSTOJO MOKSLO FINANSAVIMO REIKSME DARBO JEGOS MIGRACIJOS KONTEKSTE: LIETUVOS ATVEJIS
D. Grundey, M. Sarvutyté

Santrauka

Darbo jéga visada buvo svarbi sudétiné ekonominés veiklos dalis, o ateityje dél vykstancio regionalizacijos proceso, kuriam dideli
poveiki daro globalizacija, jos svarba gali dar labiau iSaugti. Globalizacija pabrézia inovacijas ir zinias, pramonés augima, pagrista
moksliniais tyrimais, o visam tam reikia didesnio darbuotojy, turiné¢iy daugiau sugebéjimy, skaiciaus. Kaip rodo pasaulio praktika,
i$silavinusiy, galinCiy lengvai adaptuotis ir mokytis darbuotoju verté kyla, nes tokiy darbuotojy tur¢jimas yra pagrindinis regiono
ekonomikos pranasumas. Valstybé turi efektyviai panaudoti $vietimo potenciala, norédama uztikrinti ekonomini ir socialini stabiluma.
Taciau reikia ivertinti ir toki fakta, kad aukstos kvalifikacijos specialistai yra labai mobiliis. Straipsnyje sifilomas konceptualiai naujas
pozitris { kvalifikuotos darbo jégos migracijos valdyma ir jo sasajas su Vyriausybés plétojama aukstojo mokslo finansavimo politika.
Straipsnyje keliama dilema — ar iSsilaving ir migruoti pasirengg Lietuvos specialistai turi grazinti { ju studijas investuotas Vyriausybeés
lésas.

ReikSminiai ZodZiai: aukstasis mokslas, finansavimas, zmogiskasis kapitalas, darbo jégos migracija, Lietuva.
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