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Motivation

This paper provides evidence on the labour market consequences of the 2004 EU enlargement in Germany's eastern border region close to the new member states Poland and the Czech Republic relative to the rest of Germany. We look at wage and employment effects using plant level panel data aggregated from social security records and treat the EU enlargement as an exogenous event for enterprises close to Germany's eastern border. As the effects of the enlargement may well depend on previous legislative barriers to trade, we also conduct separate analyses for various industries. Specifically, we consider the effects for firms in manufacturing, construction, business services, social and personal service activities and, finally, wholesale and retail trade and hotels and restaurants.

Theoretically, an effect of the EU enlargement on the employment situation in German firms that are geographically close to the new member states of the EU could occur through the elimination of barriers to trade (see, e.g., Gandolfo, 1998, pp. 195-204 for a standard textbook model). The economic integration lowers trading costs for producers and customers in the old and new member countries. These lower costs can lead to an increase in international trade, which in turn might influence firm performance and behaviour through the increase in competition in the respective domestic or foreign market. 1 These effects of the EU enlargement should be stronger for enterprises close to Germany's eastern border, in particular for firms offering products that are either hard to transport or require personal contact, e.g., services, or hotels and restaurants. However, even for firms that offer goods that are easy to transport a possible effect of the enlargement can be expected to depend on distance to the border, e.g., in the case of domestic demand shocks caused by local 1 For evidence on the relationship between international trade and domestic wages, see, e.g., the survey in [START_REF] Feenstra | Global production sharing and rising inequality: a survey of trade and wages[END_REF] or the recent evidence in [START_REF] Geishecker | Winners and losers: a micro level analysis of international outcourcing and wages[END_REF] and in [START_REF] Braakmann | Labor Market Adjustments after a Large Import Shock: Evidence from the German Clothing Industry and the Multi-Fibre Arrangement[END_REF] for Germany. [START_REF] Egger | How international outsourcing drives up eastern European wages[END_REF] find a significant relationship between trade in intermediate and final goods and industry wages in eastern and Central European countries. customers shifting their demand towards foreign producersan effect that might be particularly relevant for retail trade.

Additionally, a focus on border regions when looking at the effects of trade barriers is not uncommon in the previous literature. [START_REF] Hanson | Economic integration, intraindustry trade, and frontier regions[END_REF] and [START_REF] Feenstra | Foreign dirct investment and relative wages: Evidence from Mexico's maquiladoras[END_REF] focus on the economic integration of Mexico and the United States and find positive wage and employment effects in border regions of both countries. In the same context, [START_REF] Hanson | Regional adjustment to trade liberalization[END_REF] provides evidence for Mexican cities that in particular trade costs and linkages between producers and customers influence the regional employment structure. [START_REF] Moritz | Labor market effects in the German-Czech border regionan empirical study using the IAB Employment Sample (IABS)[END_REF] consider the impact of the fall of the Iron Curtain on the wages of Bavarian workers close to the Czech border using a 2% sample from German social security and unemployment benefit records and find relatively minor effects on wages and the skill distribution in the border region. However, none of these studies deal with the economic consequences of the EU-enlargement.

In fact, to the best of our knowledge, there is only one other study that considers the impact of the 2004 EU enlargement on enterprise performance. [START_REF] Braakmann | The Impact of the 2004 EU Enlargement on the Performance of Service Enterprises in the Germany's Eastern Border Region[END_REF] consider the effects of the enlargement on service firms situated in a Federal State with an eastern border relative to the effects on firms in other Federal States. Their results from difference-in difference (DiD) estimators combined with matching on panel data from official statistics, the German Business Services Statistics Panel (see [START_REF] Vogel | The German Business Services Statistics Panel 2003 to 2007[END_REF], indicate a relatively minor influence of the expansion on larger enterprises and a positive effect for smaller firms.

As the existence and strength of trade barriers prior to the enlargement influences the expected increase in international trade, we conduct separate analyses for different industries as trade legislations and other entry barriers differed over sectors prior to the enlargement.

The service sector, for instance, had relatively strong legal barriers before the expansion, caused by the necessity of residence and work permits and by the necessary approval of foreign degrees in occupations with minimum qualification requirements (see Scharr and Untiedt 2001, p. 186). 2 The case was different for manufacturing where free trade agreements with Poland and the Czech Republic had been established as early as 1992 (European Agreement 1993[START_REF]Europe Agreement establishing an association between the European Communities and their Member States, of the one part, and the Czech Republic, of the other part[END_REF]. While an increase in international trade could still emerge through less restrictive border controls and lower waiting times, one might expect the effects of the EU enlargement on trade in goods to be quite small (see Schar and Untiedt 2001, p. 185).

However, both the extent of border controls and waiting times might matter for customers frequenting retails stores on the other side of the border, e.g., Germans buying cigarettes in Poland, which makes an effect more likely for this industry compared to, e.g., manufacturing.

For the construction sector, competition from East European workers working for German firms was a longer standing concern, which resulted in the introduction of minimum wages and work standards in the 1996 Entsendegesetz (see [START_REF] Möller | Mindestlohneffekte des Entsendegesetzes? Eine Mikrodatenanalyse für die deutsche Bauwirtschaft[END_REF][START_REF] König | Impacts of minimum wages -a micro data analysis for German construction sector[END_REF], for an analysis). Additionally, Germany (and Austria) adopted transitional restrictions for workers and firms from the new member countries, the "2 + 3 + 2" rule, that restricts the free movement of labour and possibilities of foreign firms to enter and conduct work in the German construction sector up to 2011. 3 However, in 2004 market barriers in the construction sector were lowered through changes in the Handwerksordnung which changed minimum qualification requirements for a number of trades, e.g., pavers. Combined with the transitional restrictions, a possible effect of the EU-expansion could arise through entry of single-person entrepreneurs into the German market, either through immigrants setting up 2 It is worthwhile to note that one cannot expect that all trade barriers between the old and new member states of the European Union have been removed by the enlargement. The European Commission has documented several barriers to trade in services even among the old member states (European Commission 2002). The discussion following the publication of this report ultimately resulted in the passing of the EU services directive ("Directive 2006/123/EC of the European Parliament and of the Council of 12 December 2006 on services in the internal market"). However, for the purpose of this paper it is sufficient that some barriers have been removed by the enlargement. 3 Note, however, that it is not entirely impossible for foreign firms to enter the German market. In particular, self employed individuals from the new member countries may conduct business in Germany, although they are generally not allowed to use their own workers. Under certain conditions, however, it is also possible for foreign firms to conduct business in Germany using parts of their own workforce (so called "key employees" who posses special skills) (see Brinkmann 2006, p. 370).

their businesses in Germany or through East European craftsman serving the German market from Poland or the Czech Republic.

Our empirical investigation builds on the idea that effects should be stronger for firms close to the border and compares differences over time within enterprises that are situated in a county (Kreis) 4 within the borderland to the new member states 5 with differences over time within enterprises that are situated in a Federal State without such a border. Note that this implies that we compare firms that are situated in the direct eastern border region to firms with a considerable distance to that border. In our analysis, we use a 50% sample of the population of German plants, generated from aggregated social security records. In a first step, we match each border firm to a statistical twin from the group of non-border firms that experienced a similar development during the period 1992 to 2001 and is also similar in a large set of characteristics in 2002. In a second step, we use regression adjusted DiD estimators to compare the development in the "border firms" over time to the development in firms farther away from the border. We also explicitly check for differences in the outcomes between these groups of firms in 2003 to investigate possible anticipation effects of the EU-enlargement. As outcomes, we consider total employment, employment of low-skilled workers and workers from eastern Europe as well as total wages and wages for low-skilled, skilled and high-skilled workers.

4 A German Kreis is the third highest level of administration, placed above the communal level but below the Federal States (Bundesländer) and the country administration, the Bund. A county usually covers several towns or villages (Kreis) or one large city (Kreisfreie Stadt). In two cases, Berlin and Hamburg, it is also identical to the Federal State. The average population of a county (in 2003) according to official statistics is 192,502, with the smallest county being the city of Zweibrücken with a population of 35,677, and the largest county being Berlin with a population of 3,391,515 (see www.regionalstatisktik.de for a variety of official statistics on the county level). 5 Our definition of the borderland to Poland and the Czech Republic follows the regulation on exceptions to the ban on recruiting foreign labour (Anwerbestoppausnahmeverordnung 1998, Appendix to §6). Covered are all counties that are directly at the border, as well as those that are either fully enclosed by a direct border county or "reasonably" close to the border as deemed by the legislative. See the Appendix of this paper for a full list.

The remainder of this paper is organized as follows: Section 2 describes the data, while our empirical modeling strategy is outlined in section 3. Results are presented in section 4. Section 5 concludes.

Data and descriptive statistics

This study uses a 50% sample of the population of German plants that employ at least one worker subject to social security contributions (effectively excluding only single person entrepreneurs and most government agencies), the Establishment History Panel (see Spengler, 2008, for details and[START_REF] Spengler | The establishment history panel 1975-2006 -handbook Version 2[END_REF], for the codebook and documentation). The data have been formed by aggregating social security records at the plant level and are provided and maintained by the research data center of the Federal Employment Agency in the Institute of Employment Research. Note that the data can be linked over time using plant identifiers, resulting in a panel data set from 1975 (West Germany) and 1992 (East Germany) onwards.

The data contain detailed information on industry and the workforce composition of the plant, including, e.g., the shares of workers with certain educational degrees, with various occupational positions, in certain age groups or with a certain nationality (see [START_REF] Spengler | The establishment history panel 1975-2006 -handbook Version 2[END_REF] for a full list) as well as quartiles of the age and wage distribution. However, we do not have information on average wages as the wage data are top censored at the contribution limit to social security. We also do not have any information on firm performance variables, like profitability, output, sales, exports or revenue. Additionally, the data does not contain information on physical capital.

For this study, we first select all plants with at least one worker subject to social security contributions in the years 2002 to 2003 and in at least one of the years 2004, 2005 or 2006, ending up with 607,208 plants in counties without a direct eastern border and 39,942 plants in a county directly at an eastern border. We then merge this data with aggregate information on the period 1992 to 2001, specifically the average number of employees, the average median daily gross wage, the average shares of full-time, unskilled, qualified and high-skilled employees, the average share of employees with unknown qualifications and the average growth of employment and median wages. Note that for enterprises that were not observed over the whole period these variables are calculated using the available years for the respective enterprise.

Finally, we create matched samples of enterprises operating in manufacturing, construction, business services, social and personal service activities and, finally, wholesale and retail trade and hotels and restaurants respectively by matching (without replacement and separately for each of the aforementioned industries) each observation located in a county within the eastern borderland (henceforth treatment group) to a firm that is situated in one of the Federal States without such a border (henceforth control group) using nearest-neighbour propensity score matching. The propensity score is calculated by a probit regression of the eastern border dummy on the age of the establishment, the share of employees aged 15 to 17, aged 18 to 29, aged 30 to 49, aged 50 to 59 and aged 60 and over, the total number of employees, the shares of female employees and German citizens, the 25%, 50% and 75% quartiles of the daily gross wage, the shares of unskilled, qualified and highly qualified employees, the share of employees with unknown qualification, the share of East European employees, the shares of apprentices, part-time employees, white-collar employees, skilled workers, master craftsmen and foremen and the share of non-formally qualified employees and the 25%, 50% and 75% quartiles of the daily gross wage of unskilled and high-skilled workers respectively (all measured in 2002) as well as on the aforementioned information for the period 1992 to 2001 and the 3-digit industry in which the firm operates in 2002. These samples which maximize similarities between treatment and control group in the years prior to the EU enlargement consist of between 30,855 (business services, restricted to consulting, research and related) and 102,745 (wholesale and retail trade, hotel and restaurants) enterprise-year-observations for the period 2002 to 2006. Note that this timeframe implies that we are focusing on the short-run effects of the enlargement.

Descriptive statistics for the unmatched sample can be found in Table 1. Mean comparisons for the various industries before and after matching are available on request. Note that the balancing property, which requires an absence of statistically significant (and economically large) differences between the treatment group and the control group in the covariates after matching, is generally satisfied, although some statistically significant, but usually small differences exist for some samples and variables.

[TABLE 1 ABOUT HERE.]

Empirical modeling

Our analysis treats the EU enlargement in 2004 as a quasi-natural experiment that affects enterprises near Germany's eastern border where the decrease in trade costs should be particularly strong. Specifically, we treat enterprises located in a county within the eastern borderland as the treatment group and use enterprises situated in any of the Federal States without an eastern border as the control group. To avoid issues with enterprises selecting into or out of the treatment group all definitions are based on the location in the pre-treatment year 2002. We then model the impact of the EU enlargement on various outcomes using (regression-adjusted) DiD. More formally, we consider the following estimating equation

y it = η i + δ*T it + τ*(D i *T it ) + ε it , ( 1 
)
where y it is the outcome of interest, ε it is a standard error term, η i is a enterprise-specific fixed effect, D i is a dummy indicating the treatment group and T it contains four time dummies for 2003, 2004, 2005 and 2006. The parameter τ measures the divergence in average outcomes between the treatment and the control group in these years, which equals our effect of interest.

As outcomes, we focus on the total number of employees, the share of low-skilled workers as these might be particularly easy to offshore, the number of East European employees and the wages of low-skilled, skilled and high-skilled workers. As the data does not contain information on average wages due to the censoring problem described in the preceding section, we have to rely on the lower quartile (the 25% percentile) and the median wage. The wage estimates should then be interpreted as the average change in these distributional measures in the treatment group relative to the control group. The preceding matching approach ensures that treatment and control group are identical with respect to the industry and the employment structure in 2002 and with respect to their development from 1992 to 2001. We also add controls for the shares of German and female employees, the shares of workers with various education levels and occupational positions and the plant's age structure in the respective year. Omitting these controls changes the significance of some results of this paper. However, point estimates, i.e., the size of the effects, changes only marginally, which is not surprising as the matching procedure ensures that there are no differences in the control variables between treatment and control group prior to the enlargement.

Note that τ can be interpreted as a causal effect if (i) enterprises cannot select into or out of the treatment group, (ii) enterprises cannot select into or out of the treatment period and (iii)

both treatment and control group would have experienced the same trends in the absence of treatment. The first two concerns are more relevant for cross-sectional DiD and are alleviated through the panel design of this study, which enables us to base group definitions on pretreatment-locations and to use both pre-and post-treatment-observations for each enterprise.

Additionally, by including a dummy and an interaction term for 2003, we explicitly allow for different trends in treatment and control group in the year before the enlargement. Using a matched sample furthermore ensures that our control group mimics the characteristics of the treatment group which attenuates possible concerns regarding different trends. Finally, note that controlling for enterprise-specific fixed effects further alleviates concerns regarding the validity of the common-trend-assumption.

Results

Consider first the results for the employment measures displayed in Tables 2a, 2b and 2c. The results for manufacturing displayed in the top panel of Table 2a suggest a relatively minor effect of the expansion, which is not unexpected given the already existing free trade agreements between Germany, Poland and the Czech Republic mentioned in the introduction.

However, there is some evidence for an increase in the employment of East European workers by firms in the direct border region.

The case is somewhat different for the construction sector. As we can see from the lower panel of Table 2a, total employment in the treatment group relative to the control group dropped by between 0.2 and 0.3 employees in each year after the enlargement. While the effects are not always significant on conventional levels, they are also not small compared to a mean firm size of 9.4 employees in 2002. For the share of unskilled workers the estimates show only tiny effects that are also insignificant. For the employment shares of East European workers we again see a small relative increase relative to other firms, which begins in the year prior to the enlargement. These relatively small results, while contradicting common fears for the EU-enlargement, can be explained by the fact that foreign entry into the construction sector is still regulated after the enlargement. Remember, however, that negative employment effects could arise through the entry of single-person entrepreneurs into the German market, in particular in the trades affected by the changes in the Handwerksordnung of 2004.

[TABLES 2a, 2b AND 2c ABOUT HERE.]

Turning to the results for wholesale and retail trade, hotels and restaurants displayed in the top panel of Table 2b, we notice a decline in total employment in the years 2003 to 2005 with stronger effects being found after the enlargement. For the employment shares of East Europeans, we see the now familiar picture of small relative increases in the treatment group in each year. Similar to the previous results, the results suggest no change in the employment shares of low-skilled workers.

Slightly different results are obtained for the business service sector, where we again find no significant decline in any of the outcome variables. However, the results generally show rather large point estimates for the interaction terms when looking at total employment. These effects suggest declines in employment by about 0.4 to 0.5 workers per year which is not small compared to an average firm size of 7.3 workers in 2002. For the employment shares of low-skilled and East European workers, we again find only small and insignificant results, although a small relative increase can be seen for the employment of East European workers in 2005 and 2006.

Restricting the business service sector to consulting and research related activities leads to a broadly similar picture. As shown in the top panel of Table 2c, we again observe no significant change in total employment in the treatment relative to the control group.

Compared with the previous results, we also see that point estimates are generally closer to zero. For the employment shares of low-skilled and East European workers the effects are again relatively small.

Finally, consider the results for firms engaging in social and personal service activities displayed in the lower panel of Table 2c. Here, we find absolutely no evidence for a negative effect on total employment with most interaction terms actually being positive and insignificant. This result is somewhat contrary to common fears that in particular low-qualified service activities may be relocated to the new member states. A possible explanation might be that non-legal barriers, e.g., due to language differences, are particularly large when it comes to personal service activities (at least in the short run) as most of these service activities are non-standardized products that require some negotiations between producers and buyers.

Consider now the results for gross daily wages displayed in Tables 3a, 3b and 3c. For manufacturing and construction, we generally do not observe negative wage effects of the EU-expansion, except for small and borderline significant wage drops for some skill groups in the construction sector in 2006. In wholesale and retail trade, hotels and restaurants, we find wage drops for low-skilled and skilled workers in the magnitude of 0.3 to 1.5 € from 2005 onward, which is between 0.4 and 2.2% of the respective value in 2002. For high-skilled workers there is also some weak evidence for a drop in median wages in 2006.

[TABLES 3a, 3b AND 3c ABOUT HERE.]

For business services, we find comparatively large negative wage effects for skilled workers that become more pronounced when restricting the sample to consulting, research and related firms. No wage effects can be found for low-and high-skilled workers.

Finally, and again contrary to our intuition, we find no wage effects for low-skilled and skilled workers in social and personal services and wage increases at the lower quartile of the daily wages of high-skilled workers in 2004 and 2005.

To sum up, our results suggest relatively minor effects of the 2004 EU enlargement on (total)

employment in almost all industries, except for retail trade and hotels and restaurants. In particular, social and personal service activities, where employment losses were a major fear prior to the enlargement, seem to be completely unaffected. We also find no evidence that the employment of low-skilled workers declined after the expansion. However, there is some evidence for a stronger employment of East European workers by firms in the border region, although the magnitude of effects is quite small. Looking at wages reveals no consistent pattern over skill groups and industries. If anything, skilled business service jobs in consulting, research and related activities seem to lose.

While the relatively strong effects for the wages of skilled workers in the (relatively highqualified) business service sector seem counterintuitive at first, they are in line with the argument raised by [START_REF] Blinder | Offshoring: The next industrial revolution?[END_REF] that advances in information technology makes offshoring of high-qualified service activities possible. Furthermore the advancement of English as a lingua franca for business activities means that the non-legal barriers, e.g., transaction costs, to such offshoring might be quite low. In contrast, the (also counterintuitive) finding that personal service activities seem to have been relatively unaffected by the enlargement may be related to higher transaction costs due to communication problems. Obviously many personal service activities, e.g., haircuts, require a high-level of personal communication between buyers and sellers, which makes language problems (at least in the short run) particularly prevalent.

Consequently, it seems possible that the lack of effects found in the data is related to the short-run perspective of this paper. In particular non-legal barriers to trade, e.g., language differences, may need time to deteriorate over the years. Additionally, employment protection laws and collective bargaining agreements might prevent firms from adjusting quickly to the new open market. If this explanation holds, we can expect to see larger employment and wage effects in the near future, when the economy has reached its new equilibrium. Another possible explanation could be that the EU enlargement affected all German firms regardless of their location in Germany in a similar way. Such effects could not be detected by our DiD strategy.

Conclusion

This paper considered the labour market consequences of the 2004 EU enlargement on by looking at wage and employment changes in firms close to Germany's eastern border. Our results suggest relatively small (short-run) effects of the EU enlargement on sectoral employment except for wholesale/retail trade and hotels and restaurants. We also find some evidence that the employment shares of East European workers has risen in almost all industries, although the effects are typically small. We also find evidence that the wages of skilled workers in consulting, research and related activities have been negatively affected, while no clear pattern emerges for other industries.

Taken together, our results suggest mixed effects for the effect of the EU enlargement on employment and wages in German border firms. The results also highlight the fact that even relatively high-qualified service activities might be influenced by international integration as emphasized by [START_REF] Blinder | Offshoring: The next industrial revolution?[END_REF]. On a political level, the results suggest that the common fears of many Germans regarding globalization and its consequences 6 , in particular the fear that low-qualified jobs might be lost, may not be warranted with respect to the EU enlargementat least not at this point of time. However, it is possible that a full adjustment of firms to the new open market may only be reached after some years.

6 See for instance the 2004 to 2006 surveys "Perspectives on Trade and Poverty Reduction," by the German Marshall Fund where about 50% of German respondents in each year had a unfavorable view of globalization and about one third reported an unfavorable view of the common market. For an econometric analysis on the relationship between international outsourcing and job loss fears see [START_REF] Fritjers | International Outsourcing and Job Loss Fears: An Econometric Analysis of Individual Perceptions[END_REF]. 

Tables and Figures

Table 1

 1 Descriptive Statistics for matching variables of the control and treatment group (all industries, unmatched sample) Coefficients, standard errors adjusted for intra-firm clustering in parentheses. +/*/**/*** denote significance on the 10%, 5%, 1% and 0.1% level respectively. Results are based on a matched sample where each firm in a county with a direct eastern border was merged to a control firm from another county. Matching was done as single-nearest-neighbour-matching without replacement on the following variables: Firm-level averages from 1992 to 2001 of the number of employees, the median daily wage and of the shares of low-skilled, skilled and high-skilled employees; the average growth rate of employment and median daily wages from 1991 to 2001, firm age in 2002, quantiles of the wage distribution in 2002, total number of employees in 2002, the shares of German and female employees in 2002, the shares of workers with various education levels and occupational positions in 2002, the plant's age structure in 2002, and the industry affiliation in 2002. All estimates are calculated including controls for the shares of German and female employees, the shares of workers with various education levels (without the share of low skilled employees) and occupational positions and the plant's age structure in the respective year.

	Table 2a

Table 2b

 2b Impact of EU enlargement 2004 on employment, DiD estimates using within-estimators on a matchedsample, 2002-2005 Coefficients, standard errors adjusted for intra-firm clustering in parentheses. +/*/**/*** denote significance on the 10%, 5%, 1% and 0.1% level respectively. Results are based on a matched sample where each firm in a county with a direct eastern border was merged to a control firm from another county. Matching was done as single-nearest-neighbour-matching without replacement on the following variables: Firm-level averages from 1992 to 2001 of the number of employees, the median daily wage and of the shares of low-skilled, skilled and high-skilled employees; the average growth rate of employment and median daily wages from 1991 to 2001, firm age in 2002, quantiles of the wage distribution in 2002, total number of employees in 2002, the shares of German and female employees in 2002, the shares of workers with various education levels and occupational positions in 2002, the plant's age structure in 2002, and the industry affiliation in 2002. All estimates are calculated including controls for the shares of German and female employees, the shares of workers with various education levels (without the share of low skilled employees) and occupational positions and the plant's age structure in the respective year.

		Total number of	Share of low-skilled	Share of East European
		employees	employees	employees
	Wholesale and retail trade/ Hotels and restaurants (WZ 50-55)	
	Year=2003	0.0140	-0.0003+	-0.0029***
		(-0.0869)	(-0.0002)	(-0.0004)
	Treatment=1 & Year=2003	-0.1675+	0.0002	0.0029***
		(-0.0990)	(-0.0002)	(-0.0005)
	Year=2004	0.2714*	-0.0003	-0.0030***
		(-0.1203)	(-0.0002)	(-0.0005)
	Treatment=1 & Year=2004	-0.3399**	0.0003	0.0024***
		(-0.1303)	(-0.0002)	(-0.0006)
	Year=2005	0.1481	0.0000	-0.0038***
		(-0.1221)	(-0.0002)	(-0.0005)
	Treatment=1 & Year=2005	-0.3884**	0.0001	0.0033***
		(-0.1368)	(-0.0002)	(-0.0007)
	Year=2006	0.0717	0.0002	-0.0051***
		(-0.1314)	(-0.0002)	(-0.0006)
	Treatment=1 & Year=2006	-0.1420	-0.0001	0.0051***
		(-0.1642)	(-0.0003)	(-0.0008)
	Number of observations	102,745	102,745	102,745
		Business Services Sector (WZ 70-74)	
	Year=2003	0.0525	-0.0002	-0.0007*
		(-0.2557)	(-0.0003)	(-0.0003)
	Treatment=1 & Year=2003	-0.2739	-0.0002	0.0003
		(-0.2912)	(-0.0005)	(-0.0004)
	Year=2004	0.2546	-0.0004	-0.0009*
		(-0.2735)	(-0.0004)	(-0.0004)
	Treatment=1 & Year=2004	-0.5217	-0.0004	0.0007
		(-0.3402)	(-0.0005)	(-0.0005)
	Year=2005	0.1076	-0.0004	-0.0016***
		(-0.3077)	(-0.0005)	(-0.0004)
	Treatment=1 & Year=2005	-0.5158	-0.0002	0.0021**
		(-0.3729)	(-0.0006)	(-0.0007)
	Year=2006	0.4776	-0.0006	-0.0014**
		(-0.3979)	(-0.0004)	(-0.0005)
	Treatment=1 & Year=2006	-0.5696	0.0005	0.0018*
		(-0.4906)	(-0.0007)	(-0.0008)
	Number of observations	37,537	37,537	37,537
	Note:			

Table 2c

 2c Impact of EU enlargement 2004 on employment, DiD estimates using within-estimators on a matchedsample, 2002-2005 Note: Coefficients, standard errors adjusted for intra-firm clustering in parentheses. +/*/**/*** denote significance on the 10%, 5%, 1% and 0.1% level respectively. Results are based on a matched sample where each firm in a county with a direct eastern border was merged to a control firm from another county. Matching was done as single-nearest-neighbour-matching without replacement on the following variables: Firm-level averages from 1992 to 2001 of the number of employees, the median daily wage and of the shares of low-skilled, skilled and high-skilled employees; the average growth rate of employment and median daily wages from 1991 to 2001, firm age in 2002, quantiles of the wage distribution in 2002, total number of employees in 2002, the shares of German and female employees in 2002, the shares of workers with various education levels and occupational positions in 2002, the plant's age structure in 2002, and the industry affiliation in 2002. All estimates are calculated including controls for the shares of German and female employees, the shares of workers with various education levels (without the share of low skilled employees) and occupational positions and the plant's age structure in the respective year.

		Total number of	Share of low-skilled	Share of East European
		employees	employees	employees
	Business Services Sector, only consulting, research and related (WZ 72-74)
	Year=2003	-0.2123	-0.0006	-0.0009+
		(-0.2368)	(-0.0005)	(-0.0005)
	Treatment=1 & Year=2003	-0.0584	0.0000	0.0006
		(-0.2894)	(-0.0006)	(-0.0006)
	Year=2004	-0.2107	-0.0005	-0.0007
		(-0.2983)	(-0.0005)	(-0.0006)
	Treatment=1 & Year=2004	-0.0645	-0.0003	0.0007
		(-0.3817)	(-0.0006)	(-0.0007)
	Year=2005	-0.1996	-0.0005	-0.0014*
		(-0.3568)	(-0.0005)	(-0.0005)
	Treatment=1 & Year=2005	-0.1579	0.0000	0.0018*
		(-0.4322)	(-0.0007)	(-0.0008)
	Year=2006	0.0013	-0.0004	-0.0013+
		(-0.3680)	(-0.0006)	(-0.0007)
	Treatment=1 & Year=2006	0.0286	0.0004	0.0013
		(-0.4989)	(-0.0007)	(-0.0009)
	Number of observations	30,855	30,855	30,855
		Social and personal service activities (WZ 80 -93)	
	Year=2003	-0.1287	-0.0002	-0.0019***
		(-0.2152)	(-0.0001)	(-0.0004)
	Treatment=1 & Year=2003	0.1857	0.0003+	0.0021***
		(-0.2126)	(-0.0002)	(-0.0005)
	Year=2004	-0.7014	-0.0004*	-0.0017***
		(-0.9719)	(-0.0002)	(-0.0004)
	Treatment=1 & Year=2004	0.6483	0.0002	0.0016**
		(-0.9314)	(-0.0003)	(-0.0005)
	Year=2005	-1.3297	0.0001	-0.0018***
		(-1.0326)	(-0.0002)	(-0.0004)
	Treatment=1 & Year=2005	0.8387	-0.0001	0.0023***
		(-0.9490)	(-0.0002)	(-0.0006)
	Year=2006	-1.2502	0.0001	-0.0028***
		(-1.0788)	(-0.0002)	(-0.0005)
	Treatment=1 & Year=2006	0.7860	-0.0003	0.0028***
		(-0.9777)	(-0.0002)	(-0.0006)
	Number of observations	71,311	71,311	71,311

All computations were done in the research data centre of the Federal Employment Agency in the Institute for Employment Research in Nuremberg using Stata 10.1. Joachim Wagner for helpful comments and Peter Weiss from the German Confederation of Skilled Crafts (Zentralverband des Deutschen Handwerks) for answering some of our questions on the construction sector.

The data used in this paper can be accessed via this research data center, see http://fdz.iab.de for details. To facilitate replication all do-files are available from the first author on request. We thank