
1

The Grandchildren of Immigrants – Employment, Earnings and 
Receipt of Social Assistance

by

Erik Hedlin*

Abstract

This paper studies the employment rates, earnings and social assistance receipt of grandchildren to 
the immigrants that came to Sweden before 1960. The results indicate that there are differences
regarding employment, earnings and social assistance between some of the third-generation 
immigrant groups and the third-generation native groups, especially when it comes to employment 
rates. No differences were however found for the grandchildren of immigrants from outside of 
Europe, but around 90 percent of them came from North America and many were return migrants. 
One conclusion from this paper is that differences in labor market outcomes between immigrant 
groups and natives may exist over several generations and that immigration policy may have very 
long lasting effects.

* E. Hedlin 860930-1471. Email address: eheep06@student.vxu.se.
Bachelor thesis in Economics, spring term 2009. Department of Economics and Statistics, Växjö University, Sweden.
Examiner: Prof. Dominique Anxo.
Supervisor: Prof. Mats Hammarstedt.



2

1. INTRODUCTION

Immigrants make up a rather large share of the population in Sweden. Including their children, i.e.

the second-generation immigrants, they make up around one fifth of the Swedish population. The 

immigration to Sweden has also increased over time. Both the years 2007 and 2008 saw record high 

immigration numbers in Sweden. Since immigrants make up such a large share of the population it is 

important to know how they fare on the labor market.

A central question when it comes to research on immigrants and their ancestors, on the labor market

in a host country, is if their labor market position is in some way inherited over generations. Different 

measures of success on the labor market could be used, but one important is to what extent the 

succeeding generations' earnings are influenced by their parents' earnings. Other possible measures 

are e.g. the degree of dependency on social assistance and the probability to be employed.

In recent years the literature on the labor market situation of second-generation immigrants in 

various countries has grown. However, very little has so far been written about the children of the 

second-generation immigrants, i.e. the third-generation immigrants. The purpose of this study is to 

examine their outcome on the Swedish labor market.

The paper continues as follows: Section 2 presents a historical summary of the immigration to 

Sweden. Section 3 summarizes some previous research on the labor market position of immigrants. 

Section 4 contains the theoretical framework of this study. Section 5 describes the data. Section 6 

presents the methodological approach. Section 7 presents and discusses the results of the study. The 

last section, section 8, consists of a short summary and conclusions.

2. HISTORICAL SUMMARY

2.1 The immigration to Sweden between 1910 and 19601

Before the 1930's Sweden was a net emigration country, mostly due to large emigration to America.  

The immigration to Sweden was during these first decennia relatively small. Sweden had a restrictive 

immigration policy between 1917 and the Second World War, contrary to the one before and to the 

one afterwards, which can be linked to the economic hardships experienced during the 20's. The shift 

from a net emigration country to a net immigration country, in 1930, was first caused by a large 

decrease of the emigration to America and later, during the Second World War, by increased refugee 

                                                            
1 This historical summary is based on Bevelander (2000), Ekberg red. (2003), Hammarstedt and Palme (2006), 
Lundh and Ohlson (1994), Morfiadakis (1986) and Scott (1999).
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streams. At first the immigration consisted mainly of return migration until the beginning of the 

Second World War. From the end of 1942 everyone who came was granted refuge in Sweden, which 

caused a large increase in the number of refugees. In 1939 there were around 24' aliens in Sweden 

while in 1945 the number was around 200'. Many of the refugees came from Norway, Denmark,

Finland and the Baltic states, including "Estonian Swedes", fleeing from the Nazi occupation and the 

Soviet threat. Many of the refugees got to work in the Swedish industry. After the war many of them

returned, especially among the Norwegians and the Danish. At the same time other refugees came, 

particularly from the Baltic countries and from Poland, but some of them forth migrated to America. 

Around one fourth of the immigration during the 40's came from Eastern Europe. 

At the end of the war the Swedish industry was unharmed. When the war ended and Europe started

to rebuild the intact Swedish industry had to expand to meet the renewed demand. At the same time 

Sweden experienced a large shortage of workers. The solution was labor immigration. 

As a response Sweden and later the other Nordic countries abolished the need for visas for Nordic 

citizens, which made it easier to travel to Sweden to get a job. The spontaneous immigration 

increased but was too small to meet the demand. Deals of collective transfers or labor were struck

between Italy, Hungary, Western Germany, Austria and the Swedish authorities and Swedish

companies. During the 40's the net immigration was around 134' persons.

The 50's, when the Swedish industry flourished, was when the great labor force migration to Sweden 

started. The worker scarcity was so great that even recruitment trips and company owned 

employment offices abroad was used. Further a complete labor market agreement with Denmark, 

Norway and Finland (later also Island) was made, so that the need of visas was abolished and citizens 

freely could apply for work in all of the Nordic countries without the need of residence permits or

work permits.

Finland was the single largest source country and the immigration from Finland increased a lot during 

the decennia. The net immigration from Finland alone was around 60' individuals. The immigration 

from Norway and Denmark was considerably smaller. During the 50's and 60's around 60 percent of 

the immigration came from the Nordic countries, but declined afterwards. The immigration from 

Western Europe, excluding the Nordic countries, was largest during the first half of the 50's and 

stayed significant until the mid 60's. Many of the Western Europeans came from Western Germany 

and Austria, which together answered for around three quarters of the immigration from Western 

Europe and 90 percent of the net immigration from Western Europe before the 70's. During the 40's 

and 50's the Italians were the dominating South European immigrant group, but in the end of the 

50's the immigration from Greece increased and Greece became the largest South European source 
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country during the 60's. Immigrants from Western Europe generally had a higher level of education 

than those from the Southern and Northern parts of Europe.

Three institutional changes made the large labor force immigration possible. The first was the Nordic 

agreement, in 1954, on a mutual labor market that confirmed that the Swedish labor market was 

open for other Nordic citizens. The second was the organized collective transfers of non Nordic labor. 

The third was a general liberalization of the alien laws and a change in praxis that opened up for free 

"tourist immigration" from Europe. Together these changes made the Swedish labor force 

immigration practically free from the beginning of the 50's until the end of the 60's.

The ratification of the Geneva Convention in 1954, where Sweden promised to give political refugees 

asylum, further increased immigration. However, the refugee migration was low during the 50's and 

60's.

Especially Yugoslavs, Hungarians, Poles, Czechoslovaks, and Bulgarians were brought to Sweden from 

different refugee camps in Europe. During the Hungarian crises in 1956, and the later Soviet

occupation of Czechoslovakia in 1968, the immigration from Eastern Europe became significant, but 

was otherwise fairly small before the 70's.

In the late 50's the immigration from Eastern Europe lessened due to more rigorous boundary 

control. During the 50's the net immigration to Sweden was around 106' individuals and by the end 

of the decennia around 300' aliens lived in Sweden.

The different immigrant groups had large variations in return- and forth migration ratios, with high 

ratios for Nordic, mostly, labor force immigrants and low for the refugees from Eastern Europe since 

the political conditions stayed about the same during the entire after war period making it hard for 

them to return. The labor migration streams have also had a pro cyclic development over time.

The immigrants during the 50's, 60's and the beginning of the 70's quickly entered the Swedish labor 

market and even had higher employment rates than the native population during long periods, but 

thereafter the integration of immigrants into the labor market worsened. This became even more 

apparent during the 80's despite an economic boom, pronounced integration targets and an

internationalization of the Swedish economy.
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Graph 1. Immigration and emigration to and from Sweden 1910-2008.2

3. LITERATURE REVIEW

In the introduction to Solon (1999) a simple and informative picture of intergenerational mobility can 

be found. Solon asks us to imagine two societies that are equal on all equality measures except that 

in the first you, perfectly, inherit the earnings position of your parents while in the other your 

relative earnings is totally independent of your parents'. He also emphasizes the question of why

each society has its degree of mobility and points out that disagreement about the fairness of 

different degrees of mobility can remain.

An early study on the earnings of foreign born adult white men was done by Chiswick (1978). The 

findings in this study drew a rather positive picture of the earnings assimilation of immigrants. One 

problem with the study, as later pointed out by Borjas (1985), was that Chiswick used only one cross 

section and therefore did not track the individuals over time. Another problem, according to Borjas,

was Chiswick's assumption of positive selection.

Borjas (1994b) instead illustrated a model of self selection among immigrants as an explanation for 

the declining relative wages of successive immigrant cohorts in the United States. It was basically an 

income-maximization model where the relative wage dispersion, as a measure for return to skill, and 

the differences in mean earnings between the source and host country determine the type of 

                                                            
2 This graph is based on data from Statistics Sweden.
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selection, the direction of and the size of the migration flow, together with associated costs. Borjas 

further stresses that the type of selection was explained by the wage dispersion and that return 

migration further reinforce the self selection of immigrants. This might be an explanation for the

relative performance on the labor market of the first-generation of immigrants in a host country.

The performance of the first-generation could also influences the labor market position of

succeeding generations. Personal characteristics and other factors linked to the parents are likely to 

influence the children's labor market outcome since we can expect some degree of transferability of 

said characteristics and since other factors, like the environment where the children were raised,

may influence e.g. the human capital accumulation, that later help determine their outcome on the 

labor market.

A well known phenomena in this type of research is called regression towards the mean, which imply 

that the children's economic outcome, regardless of the relative position of their parents, regress 

towards the population average, or as in the case of immigrants towards the native mean, over 

generations. The outcome might differ in the first-generation, but after some generations, if this 

phenomenon is present, the differences will disappear as the different groups become 

indistinguishable.

In Borjas (1994a) the ethnic skill differentials, looking at the great migration to the U.S. between 

1880 and  1910, was shown to be persistent throughout many generations before converging after

about four generations or put differently approximately 100 years, giving little support to the so 

called "melting pot hypothesis". This indicates that the composition of the immigration in the first-

generation may have very long lasting effects on the outcome of succeeding generations.

Becker and Tomes (1986) developed a utility-maximizing framework to explain human capital

investment decisions made by parents concerning their children. These investment decisions could 

explain the persistency of differences between different immigrant groups and the native population

across generations.

Borjas (1992) further added the notion of "ethnic capital" into this framework, an externality 

reflecting the environment where these investments are made, i.e. the environment where the 

children are raised, meaning that not only the skills of the parents but also the mean skills of an 

ethnic group matters for the skills of ethnic children. If this externality is sufficiently strong it may 

lead to that the differences in skills and labor market outcomes between different ethnic groups may 

be persistent over many generations or may never disappear. Another extension in Borjas (1995) was

the idea of "ethnic neighborhoods" as a way of transmitting ethnic capital.
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Hammarstedt (2009) also importantly pointed out that different ethnic groups might have different 

preferences for investment into the skill accumulation of their children. E.g. parents whose own 

career paths were hindered by political oppression in the source country might be more inclined to 

invest in their children.

Another possible source of differences in the labor market outcome between immigrant groups and 

natives that might be persistent over generations is discrimination. The two major theories or 

explanations for discrimination in economics are the tasted based and the statistical based

discrimination hypothesis, as mentioned e.g. in Ahmed and Hammarstedt (2008).

Since there are not many studies on third-generation immigrants this paper proceeds by 

summarizing some empirical finding from the first-, second- and third-generation immigrants.

Österberg (2000), using a quantile regression approach, found little signs of income convergence

looking at the second-generation immigrants in Sweden. Instead she found that several groups 

experienced increasing earnings differentials compared to natives. Österberg also found that those

immigrants belonging to the lower income deciles were less mobile while those where the parents 

belonged in the higher deciles had a higher mobility, indicating that it was easier for immigrants in 

Sweden to move down in income class and harder to move up, compared to natives.

Hammarstedt and Palme (2006) found that the labor market earnings of the second-generation 

immigrants in Sweden was larger than the natives', hiding large differences between different 

immigrant groups. Particularly for the non-European and the South European second-generation 

immigrants the yearly earnings was found to be lower than for the native comparison group. The 

differences also seemed to be larger in the second-generation than in the first for immigrants from 

Africa and Southern Europe. They also pointed out that these groups also have higher rates of social 

assistance in the second-generation compared to natives. Nordic and some Eastern and Western 

European second-generation immigrant groups seemed to do better than the first-generation

compared to natives, whilst other European countries had smaller differences in the second-

generation.

Hammarstedt et al. (2007), using a twin approach, found that "threshold effects", i.e. the probability 

to be employed, existed for second-generation immigrants on the Swedish labor market when 

comparing with second-generation natives. They also found that these disadvantages varied 

between different immigrant groups and between the genders. Controlling for the threshold effect 

the second-generation males from Nordic countries, Eastern Europe and Southern Europe had 
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statistically significantly lower earnings compared to their native twins. Western European and non-

European second-generation immigrants were not found to have statistically significant differences

in earnings. For second-generation immigrant females the income differences disappeared when 

controlling for observables and the threshold effect for all of the groups except for the Nordic female

group.

Hammarstedt (2009) examined the intergenerational earnings mobility for the first-, second- and 

third-generation immigrants in Sweden. The study used earlier first-generation immigrants coming to 

Sweden, prior to 1960. Hammarstedt found that there was regression towards the mean from the 

first- to the second-generation of immigrants and a divergence from the native mean between the 

second- and the third-generation for both males and females.

Another study, besides Hammarstedt (2009) and Borjas (1994a), that brings up the third-generation 

immigrants earnings position is Deutsch et al. (2006). Using utility arguments, about the child's 

earnings investment and the father's earnings, they tested if the relationship between the three 

generations was inversely u-shaped, and concluded that it was on Israeli data.

Borjas and Trejo (1991) found that more recent cohorts of immigrants in the U.S. have higher 

probabilities to make use of the welfare system than earlier cohorts, and also higher than natives 

upon entry. They also found higher probabilities of participation the longer the immigrant had stayed 

in the country, i.e. assimilation into welfare. That there were differences between the different 

immigrant groups, which according to Borjas indicate that the national origin mix shift, from 

European origin to Asian and Latin American, was the major reason for the observed ongoing 

increase of welfare participation among immigrants. Borjas further pointed out the costs of this 

trend. Borjas (1999) also found some evidence that the generosity of a state's welfare programs

affects the composition of the immigrants.

Baker and Benjamin (1995) found that immigrants had lower rates of participation in unemployment 

insurance and social assistance than natives in Canada, contrary to Borjas and Trejo (1991) on U.S. 

data. In accordance with Borjas and Trejo (1991) they also discovered assimilation into the programs 

and argued that the participation rules may be causing the observed patterns. They also found 

increased participation for more recent cohorts, holding years since migration constant and 

presented some evidence that it may have been related to the increase of refugees.

Hammarstedt (2000) found differences between natives and immigrants when it came to 

participation in the Swedish income security system. He also found that there were differences 

between different immigrant groups and between more recent and earlier cohorts. No clear patterns
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were found regarding unemployment insurance and cash labor market assistance. For early 

retirement he found that early immigrants from, for Sweden, typical labor source regions had higher 

early retirement rates. When it came to social assistance he found immigrants to be over-

represented, especially more recent immigrants of non-European origin. Hammarstedt further

concluded that the overall participation in the income security system among immigrants is 

determined by their rate of unemployment and health status, but that the length of residence in 

Sweden and region of origin determines the distribution in different components of the system. He 

also found that early European immigrants relatively well, contrary to more recent non-European 

immigrants that depend more heavily on mean tested social assistance, qualifies for the income 

related parts of the social security system.

Hammarstedt and Ekberg (2004) analyzed the differences in participation in the income security 

system among the second-generation immigrants in Sweden. They found large differences between 

different second-generation immigrant groups. Western European second-generation immigrants 

had lower participation rates than natives with both parents born in Sweden. Southern European 

and non-European second-generation immigrants had high participation rates, especially when it 

came to social assistance. It was also found that second-generation immigrants from the Nordic and 

Eastern European region had somewhat higher probabilities of receiving social assistance.

Rooth and Ekberg (2003) found that second-generation immigrants from Nordic, Western and

Eastern Europe have similar labor market positions compared to natives, but that second-generation 

immigrants have higher probabilities to be unemployed if both parents are from Southern Europe or 

from outside Europe and also that those groups have low earnings. Further they found that in most 

cases having one native parent compared to two foreign born, in the same ethnic group, lowered the 

probability to be unemployed, especially if it was the mother. They also found that for the ethnic 

groups with worst outcomes, having one native parent increased their earnings.

4. THEORETICAL FRAMEWORK

Reviewing earlier research we can expect that the selection process among the first-generation

immigrants may influence the outcome of the second- and perhaps the third-generation. Further, 

different investment decisions amongst the generations and immigrant groups are likely to cause 

differences in the relative position of the subsequent generations. As noted by Hammarstedt (2009) 

the political refugees from Eastern Europe, the first-generation immigrants, may possibly have had 

stronger preferences for investment in their children's skills, but it is uncertain how this would affect 
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the third-generation. Also it is ultimately an empirical question whether regression towards the 

native mean is present or not and, if present, its speed.

Hammarstedt (2009) found divergence between the second- and third-generation immigrants in 

Sweden suggesting that perhaps the other measures also have a different pattern between the 

second- and the third-generation compared to between the first- and the second-generation or that 

there is a negative development over generations as regards labor market outcomes. A lower wage 

for the third-generation immigrants compared to natives could indicate that the third-generation

also have a higher unemployment rates and higher social assistance dependency.

One possible explanation for differences in outcomes is different preferences for investment in the 

offspring's human capital or that the third-generation run up against obstacles in the labor market 

that was not witnessed for the first and the second-generation, e.g. discrimination.

The main reasoning however is that after some generations the immigrants will assimilate3 and 

become hard to separate from the native population and therefore should approach their labor

market position. As have been shown by Ekberg and Rooth (2003) having one native parent 

compared to two immigrant improves the labor market outcome for the second-generation. 

Examining the third-generation there are more possibilities since there are now four individuals in 

the first-generation. However, it is possible that when looking within ethnic groups having all 

grandparents from the same source region might lead to worse outcome compared to if some of the 

grandparents were native.

On the other hand, earlier studies on the first- and second-generation immigrants in Sweden when it 

comes to participation in social assistance could indicate that the differences for the earlier labor

source regions may be small or non existing in the third-generation as they were small in the second-

generation for the ethnic groups most occurring in this three generation data set, i.e. descendants to 

the early first-generation immigrants.

From the findings in Hammarstedt (2009) and since, at least to some extent, earnings levels, 

participation in social assistance and employment rates should be related it suggests that we cannot 

categorically extrapolate the findings between the first- and second-generations on the three parts 

of the labor market outcome in this study. If and in what respect earlier findings, on first- and 

second-generations, are transferable to the third-generation immigrants in Sweden is an open 

question.

                                                            
3 See e.g. working paper by Nekby and Rödin (2007) for a discussion about acculturation. They found that the 
strength of identification with the majority culture was what mattered for the labor market outcomes 
regardless of the strength of identification to the ethnic, minority, culture.



11

5. DATA

The data set used comes, originally, from Statistics Sweden, via AMER at Växjö University. It contains 

data on all foreign born individuals in 1960 and some randomly selected natives. Further the data set 

contains information about the descendents of the first-generation natives and immigrants, i.e. 

second- and third-generations.

Regarding the third-generation there is data from the years 1999, 2001 and 2003 containing 

information on e.g. yearly earnings, employment status, region of residence, age, gender, 

educational attainment, civil status and social assistance participation.

To a large extent this study follows the same classification as Hammarstedt (2009). Male third-

generation immigrants have been defined by having a foreign born grandfather (father's father) and 

both parents born in Sweden. Third-generation natives have been defined as having both parents 

and all four grandparents born in Sweden. Female third-generation immigrants have been defined 

similarly but instead with respect to the mother's mother's origin and correspondingly natives as 

having both parents and all four grandparents born in Sweden.

Earnings are defined as yearly taxable income from work including parents allowance, sick pay, 

income from wage employment and income from self employment. Only individuals between 25 and 

64 years of age are included since we aim to study the working population. Further, in the standard 

earnings estimation the observations with earnings from either year being zero were dropped since 

they were not considered to be active on the labor market. In total 15285 observations of male third-

generation immigrants and natives were observed when studying earnings. 47.2% (or 7216

observations) of these were male third-generation natives and 52.8% (or 8069 observations) were

male third-generation immigrants. Regarding the female observations 48% (or 10973 observations) 

were third-generation immigrants and 52% (or 11869 observations) were third-generation natives.

The immigrant groups were divided into five different immigrant groups depending on the country of 

birth of the father's father or mother's mother. The groups were: Finland, other Nordic countries 

besides Finland and Sweden, Eastern Europe including for example Poland and Soviet, other 

European countries and non-European countries, mostly (around 90 percent) consisting of North 

Americans as explained in the historical summary.
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Table 1. Descriptives for the third-generation male groups (25-64 years old in 2003). 

Region
Earnings 
(average)

Earnings 
(median)

Social 
assistance* Employment* Schooling Married

Age 
(average)

No. of 
observations

Native 2582 2559 0.027 0.863 12.18 0.253 32.2 7216

Finland 2493 2469 0.040 0.806 12.30 0.231 31.3 980
Other Nordic 
countries 2492 2519 0.040 0.818 12.13 0.245 31.7 3152

Eastern Europe 2507 2483 0.034 0.802 12.47 0.187 30.2 1309
Other European 
countries 2677 2526 0.037 0.821 12.53 0.242 31.4 1519

Non-European 2727 2637 0.026 0.857 12.48 0.287 33.3 1109

Immigrant 2572 2514 0.036 0.820 12.32 0.239 31.6 8069

Total 2577 2536 0.032 0.840 12.25 0.246 31.9 15285

* some adjustments to the sample

Looking at table 1 we can see that third-generation male natives had on average higher unadjusted 

earnings than the other immigrant groups except for the non-European and the other European, 

where the latter had higher average but lower median earnings. Looking at social assistance 

dependency the natives had the second lowest number while looking at employment rates about the 

same pattern as for earnings could be observed. Looking at all the third-generation male immigrant 

groups together they seemed to have lower earnings, higher social assistance dependency and lower

employment rates compared to third-generation male natives.

The table also contains some characteristics on the different groups. The average age follows a 

similar pattern as to that of employment and earnings with natives being, except for non-Europeans, 

the oldest, which possibly could explain some part of the earnings differences. Overall, on average, 

the male third-generation immigrants seemed to be younger than the natives. When it came to 

marital status the highest rates of marriages were for the non-European third-generation immigrants

followed by the natives. The overall picture was that third-generation male natives were married to a 

greater extent compared to immigrants, but here we may note that there were also age differences 

among the groups that perhaps could explain some of those differences.

The schooling variable was coded: 7 years if 7 years of compulsory schooling, 9 years if 9 years of 

compulsory schooling, 11 years if upper secondary schooling for less than three years, 12 years if at 

least three years of upper secondary schooling, 14 years if higher education less than three years, 15 

years if higher education at least three years and finally 18 years if postgraduate studies.

Examining the average years of schooling for the different groups we see that third-generation male 

natives had the second shortest education after the other Nordic immigrants. The groups descending 

from outside the Nordic region seemed to be better educated than the natives. Looking at the 
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aggregated immigrant group the third-generation male immigrants were better educated than 

natives. Here it is interesting to see that despite that third-generation natives had among the lowest 

average years of schooling they still had among the highest earnings.

Table 2. Descriptives for the third-generation female groups (25-64 years old in 2003). 

Region
Earnings 
(average)

Earnings 
(median)

Social 
assistance* Employment* Schooling Married

Age 
(average)

No. of 
observations

Native 1867 1864 0.031 0.811 12.76 0.325 32.2 6786

Finland 1886 1905 0.047 0.765 12.69 0.278 32.0 5415
Other Nordic 
countries 1889 1893 0.055 0.770 12.61 0.310 32.6 5564

Eastern Europe 1855 1827 0.039 0.767 12.67 0.298 31.7 1730
Other European 
countries 1946 1932 0.031 0.789 12.88 0.309 32.1 2032

Non-European 2043 2005 0.026 0.824 12.93 0.370 34.6 1315

Immigrant 1904 1902 0.045 0.775 12.71 0.303 32.4 16056

Total 1893 1890 0.041 0.785 12.72 0.309 32.3 22842

* some adjustments to the sample

Looking at table 2 for the female third-generation sample we see quite small differences in the 

earnings between the immigrant groups and the native group except for the non-European and the 

other European groups that seemed to have higher earnings than the other groups. Looking at social 

assistance rates third-generation female immigrants from Finland, other Nordic countries and 

Eastern Europe had higher numbers while non-European had the lowest rates. A similar pattern 

could be seen looking at employment rates.

When it came to average years of schooling it seemed that the non-European and the other 

European groups were the most highly educated. As Hammarstedt (2009) found there seemed to be 

no difference between the aggregated immigrant group and native females when it came to years of 

schooling, but it seemed to hide some variation among the different immigrant groups, however 

small and less than among males.

The different patterns are in fact quite similar to the corresponding of males except for the earnings.

As in the male sample non-European third-generation immigrants seemed to be the oldest, but here 

natives were not the second oldest group. The differences between the groups also seemed to be 

somewhat smaller. We could also notice a higher average age for the female groups compared to the 

males. Females also seemed to have higher social assistance dependency than males for some 

reason. Employment rates were lower for females compared to males but a similar pattern with 

natives and non-European third-generation immigrants having the highest rates were noticeable.
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6. METHODOLOGICAL APPROACH

The definition used for a third-generation immigrant or native implies that all observations with 

parents born outside of Sweden should be deleted. Otherwise we would lump together both the 

second- and the third-generation of immigrants. Thereafter the observations missing the origin of 

the grandfather (father's father) in the case of males and the grandmother (mother's mother) in the 

case of females were deleted. Also a few observations where the grandfather's or grandmother's 

origin was labeled unknown or stateless were deleted.

Further all observations missing the year of birth, gender, civil status, municipality or the level of 

education (also if labeled none) of the grandchild (i.e. third-generation) were deleted. Also 

observations where the yearly earnings in 1999, 2001 or 2003 were missing or equaled zero were

deleted when it came to the earnings regression. For the employment rates and the social assistance 

dependency observations missing information in 2003 were deleted, except for earnings information.

Many observations were deleted and the remaining observations were considered a random sample 

from the population, therefore some statistics of the missing values has been examined and 

hopefully the assumption of an unbiased sample lies close to the truth. The largest share of missing 

values was when it came to the origin of the first-generation and the labor market oriented variables.

Table 3. Missing values.

Variable No. of missing Percent missing

Year of birth 0 0

Father's origin 10816 0.9

Mother's origin 860 0.1

Municipality 135460 11.6

Civil status 135460 11.6

Gender 0 0

Father's father's origin 594933 50.9

Mother's mother's origin 523013 44.8

Education 558828 47.8

Income 2003 558828 47.8

Income 2001 586951 50.2

Income 1999 647925 55.4

Below table 4 shows some descriptives on the created groups missing the defining origin of their 

grandparent. All other steps, as before, were done except not deleting the observations without the 

origin information.
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Table 4. Descriptives for the third-generation with missing origin (25-64 years old in 2003). 

Region
Earnings
(average)

Earnings 
(median)

Social 
assistance* Employment* Schooling Married

Age 
(average)

No. of 
observations

Male

Missing 2659 2582 0.034 0.844 12.19 0.279 33.4 71450

Total 2577 2536 0.032 0.840 12.32 0.239 31.6 15285

Female

Missing 1918 1912 0.036 0.794 12.74 0.330 32.6 44624

Total 1893 1890 0.041 0.785 12.72 0.309 32.3 22842

* some adjustments to the sample

Examining table 4 we see that for males with missing information about their father's father's origin 

the earnings seem to have been higher than the total average and the native group from before. At 

the same time the years of schooling seemed to be very close to the native mean. However, we note 

that the missing group had a higher average age than the native group which perhaps could explain 

some of the earnings difference. The average age of the missing group and the earnings figures lie 

close to the non-European group but other descriptives, like average years of schooling, do not 

match this group particularly well. Both the social assistance and employment rates lie close to the 

total averages from before. From this it seems hard to determine if there is some kind of bias that 

might affect our results.

Looking at the female groups of missing origin the descriptives seem to lie quite close to the total 

average. However there was in general smaller variation among the female groups which makes it 

hard to see if some groups were overrepresented in the missing group.

To further try to examine if there were some kind of relationships between missing information on 

origin and also missing information on earnings with related characteristics some probit regressions 

were run. The results from these regressions seemed to indicate, in the case of males, a small 

positive relationship, around zero point eight of a percentage point per unit of logarithmic earnings,

between higher earnings and missing origin when not controlling for anything. When controlling for

the origin of the father's mother we found an even weaker relationship between earnings and 

missing origin for the third-generation male group, on the order of zero point three percentage 

points per logarithmic earnings. The 10th percentile in this case had logarithmic average earnings of 

around six point two and the 90th around eight point one. At the mean of the other variables this 

would indicate something like zero point six percentage points higher probability of missing the 

father's father's origin between the 10th and the 90th percentile. 
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There were also small differences between the origin of the grandmother except that having an 

immigrant grandmother seemed to increase the probability of missing the origin of the grandfather

somewhat and missing the origin of the grandmother was highly related to missing the origin of the 

grandfather.

Looking at missing values of the average earnings there seemed to be no relationship between the 

origin of the grandfather, including the missing category, and a missing value of the dependent 

variable. When controlling for age, schooling and marital status we found very small differences.

Further excluding the individuals with zero earnings in at least one year also revealed no or very 

small differences.

In the case of females the estimate was positive with a marginal effect of about one percentage point

per unit of logarithmic average earning, but seemed to explain very little of the missing origin on its 

own. Controlling for the grandfather's origin the model seemed to explain much more. In this 

specification the earnings seemed to explain little with a marginal effect of zero point three

percentage points. Having an immigrant grandfather seemed to increase the probability of missing 

the origin of the grandmother and the effects seemed to be the largest for the Nordic and non-

European groups. Missing the origin of the grandfather (mother's father) was strongly related to 

missing the origin of the grandmother (mother's mother).

Some probit regressions on the probability of missing the average earnings information were also 

conducted. They suggested that there in the case of females might have been some small differences 

both without and when controlling for age, age-squared, schooling, schooling-squared, marital status

and region of residence. The largest marginal effect was from having a grandmother from other 

European countries; being around one point four percentage points. The other two groups that 

showed statistically significant differences compared to the natives was missing origin and other 

Nordic countries. Excluding the individuals lacking earnings in at least one of the cross sections lead 

to the other European group having the only statistically significant effect; now on the order of zero 

point six percentage points.

As a final analysis of the missing values the earnings and employment regressions where run for 

males and females respectively including the missing origin groups. In the case of male earnings the 

missing groups had around two and a half percent lower earnings compared to natives and the 

difference was statistically significant. When it came to employment males with missing origin had

around one point nine percentage points lower probability of being employed in 2003 compared to 

third-generation natives.
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Looking at female earnings no statistically significant differences compared to the third-generation

native group were found. Regarding employment the female individuals missing the origin of the 

grandmother had around one point nine percentage points lower probability of being employed.

This study examines earnings, employment and social assistance dependency among the third-

generation immigrants. 

Solon (1999) stressed that the use of a single years earnings as a proxy for lifetime earnings likely 

would underestimate the intergenerational correlation of earnings and that the use of averages of 

earnings over several years and not using numbers from early in the children's careers might improve 

the estimation. Therefore, in the earnings regression the average of the earnings in 1999, 2001 and 

2003 were used as it should be a better proxy for lifetime earnings compared to using only one cross 

section. Then an ordinary least square estimation was used with the average earnings, in logarithmic

form, as the dependent variable. Besides ethnical groups we controlled for age, age squared, 

schooling, schooling squared, region of residence and marital status.

The standard errors in the earnings regression were corrected for heteroscedasticity using a more 

conservative version of White's robust standard errors, as suggested by Davidson and MacKinnon 

(1993); HC3. All regressions were run separately on males and females.

The independent variable "region of residence" was created by aggregating all municipality codes in 

the 21 counties of Sweden into separate dummy variables. The values on the independent variables 

used were from the year 2003.

The employment and the social assistance were studied with the help of probit regressions. When 

using a probit estimation the estimates do not show the size of the change in the probability of the 

dependent variable equaling one from a change in an independent variable. This is instead shown by 

the marginal effect4.

The different regressions were also run restricting the sample to older individuals to check the 

robustness of the results, since for instance we used yearly earnings as a proxy for lifetime earnings. 

If e.g. there is a negative relationship between early earnings and later earnings, as could be argued

from an investment point of view, using young individuals might lead to inconsistent estimates as 

pointed out by Haider and Solon (2006). Further some other estimations were used to check the 

results, e.g. looking at the probability of being employed in all three cross sections.

                                                            
4 See e.g. Maddala (2003).
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7. ANALYSES OF RESULTS

7.1 Employment

In the probit regression on the probability of being employed, in 2003, the observations with zero 

earnings in 2003 were not deleted as they arguably were unemployed. However, some of these 

individuals may not have been seeking jobs, e.g. studying, and therefore we also ran a probit 

regression excluding these individuals and also one where we excluded younger individuals. The 

dependent variable was whether or not the individual was employed in 2003 according to Statistic 

Sweden's employment status variable. The original variable was coded for: younger than 16 years 

old, employed, not employed but had been during the year and not employed without having 

worked in 2003. From this a dummy variable was created that equaled one if the individual was 

employed and zero otherwise. The marginal effects, or the discrete change, are interpreted as the 

change in the probability, in percentage points, of the dependent variable equaling one at the mean 

of the other explanatory variables from a change in the independent variable.

Table 5. Adjusted employment differentials for third-generation immigrants compared to third-generation natives (25-64 years of age in 
2003). P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland -0.175*** -0.043*** 1159 -0.145*** -0.042*** 6694

(0.000) (0.001) (0.000) (0.000)

Other Nordic -0.149*** -0.036*** 3716 -0.129*** -0.038*** 6856

countries (0.000) (0.000) (0.000) (0.000)

Eastern Europe -0.175*** -0.043*** 1563 -0.146*** -0.044*** 2107

(0.000) (0.000) (0.000) (0.000)

Other European -0.131*** -0.031*** 1808 -0.078** -0.023** 2456

countries (0.002) (0.003) (0.023) (0.027)

Non-European -0.056 -0.013 1262 -0.025 -0.007 1533

countries (0.256) (0.268) (0.551) (0.555)

No. of observations 17717 27564

LR chi2 918.67 (32) 996.68 (34)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

The probit regression on male employment in 2003 showed that all third-generation immigrant 

groups except for the non-European group experienced an employment disadvantage. The size of 

these disadvantages ranged from around three percentage points to around four percentage points 

lower probability of being employed.
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For females the results looked much the same. The size of the disadvantages for the different groups 

ranged from around two percentage points to around four percentage points lower probability of 

being employed in 2003 compared to third-generation female natives. Only the non-European 

groups showed no statistically significant differences.

Table 7. Adjusted employment differentials for third-generation immigrants compared to third-generation natives (30-64 years of age in 
2003). P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland -0.062 -0.012 589 -0.160*** -0.042*** 3843

(0.406) (0.422) (0.000) (0.000)

Other Nordic -0.120*** -0.023*** 2126 -0.120*** -0.031*** 4237

countries (0.007) (0.010) (0.000) (0.000)

Eastern Europe -0.101 -0.019 729 -0.122** -0.033** 1233

(0.138) (0.159) (0.013) (0.018)

Other European -0.086 -0.016 957 -0.121** -0.032** 1380

countries (0.167) (0.185) (0.011) (0.015)

Non-European 0.038 0.007 873 0.051 0.013 1145

countries (0.576) (0.568) (0.335) (0.324)

No. of observations 10388 16763

LR chi2 304.08 (32) 529.78 (34)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

Excluding individuals with zero earnings made the marginal effects smaller, but remained statistically 

significant in all specifications, except for third-generation female immigrants from other European 

countries. Restricting the sample to being between 30 and 64 years of age in 2003 made the male 

differentials not statistically significant except for the Nordic group, where the marginal effect 

decreased. 

For females the effects in general decreased in both specifications.  For the other European female 

group no statistically significant difference was found when excluding individuals without earnings in 

all the three years, but when looking at individuals between 30 and 64 in 2003 the disadvantage 

became larger than before and remained statistically significant. Table 6, where individuals without 

positive earnings were excluded, is available in the appendix.

Another limited dependent variable was also created by combining the employment statuses over 

the three cross sections showing if the individual was employed in all three points in time. 
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The probability of being employed in all three cross sections was about four to six percentage points 

lower for the third-generation male immigrant groups, except for the non-European group who 

showed no statistically significant difference. For the female groups the negative differentials ranged 

from around four to six percentage points. 

This regression was also run excluding individuals without positive earnings in all the three years and 

one restricting the sample to being between 30 and 64 years of age between 1999 and 2003.  These 

tables are available in the appendix.

7.2 Earnings

In the earnings regression we used the average of the yearly earnings from 1999, 2001 and 2003 as 

the dependent variable, in logarithmic form. The differentials should be interpreted as the difference 

in percent from the earnings of a third-generation native with the same characteristics.

Table 12. Adjusted earnings differentials for third-generation immigrants compared to third-generation natives (25-64 years of age in 
2003). P-values within parentheses.

Variable Male Female

No. of observations No. of observations

Finland -0.0459** 980 -0.027*** 5415

(0.019) (0.007)

Other Nordic -0.041*** 3152 -0.020** 5564

countries (0.000) (0.032)

Eastern Europe -0.041** 1309 -0.034** 1730

(0.016) (0.019)

Other European -0.043*** 1519 -0.002 2032

countries (0.009) (0.908)

Non-European -0.018 1109 -0.021 1315

countries (0.281) (0.169)

No. of observations 15285 22842

R2 0.185 0.145
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

There seemed to be statistically significant differences between all the immigrant groups and the

native group except when it came to the non-European group. The earnings disadvantages for the 

Finnish, Nordic, Eastern European and other European groups seemed to be around four percent 

lower earnings compared to natives. The negative earnings differentials were somewhat smaller than 

those found in Hammarstedt (2009), where all the three generations were studied.



21

Turning to the female groups we found statistically significant negative earnings differentials for the 

Finnish, Nordic and Eastern European groups but not for the other two. The largest difference was 

found for the Eastern European group who had around three percent lower earnings compared to 

third-generation native females. Also for the female groups the differentials were smaller than found 

in Hammarstedt (2009).

In the above regressions, making use of the earnings information from three different years, 

restricting the sample to being between 25 and 64 years of age in 2003 we included earnings 

information from the youngest individuals when they were only 21 years old in 1999. The 

relationship with life time earnings for those individuals may be weaker or even, as in the case of a 

negative relationship between early earnings and lifetime earnings, biasing the results. Further there 

may be some students who have higher earnings than zero but are not working full time who might 

also affect the results since they could have low earnings when building up their human capital to 

earn more later in life. For these reasons the same regressions were run restricting the sample to 

being between 25 years old in 1999 and 64 years old in 2003.

Table 13. Adjusted earnings differentials for third-generation immigrants compared to third-generation natives (25-64 years of age 
between 1999 and 2003). P-values within parentheses.

Variable Male Female

No. of observations No. of observations

Finland -0.055** 592 -0.023** 3534

(0.019) (0.038)

Other Nordic -0.032** 2105 -0.016 3875

countries (0.013) (0.111)

Eastern Europe -0.037** 770 -0.026* 1199

(0.050) (0.100)

Other European -0.021 969 -0.019 1305

countries (0.257) (0.234)

Non-European -0.019 852 0.002 1060

countries (0.286) (0.902)

No. of observations 10438 15719

R2 0.100 0.085
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.
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Looking at male groups we could see that the earnings differential for the other European countries 

group no longer was statistically significant. The disadvantages seemed to be smaller for the Nordic 

and the Eastern European groups and larger for the Finnish group compared to the previous results. 

For the corresponding female earnings regression we found only some small differentials, where only 

the Finnish was statistically significant at the five percent level and the Eastern European at the ten 

percent level. 

To further test the results the same regressions were run on individuals being between 30 years old 

in 1999 and 64 years old in 2003. Doing so further increased the disadvantage for the third-

generation Finnish male immigrants compared to natives, but showed only statistically significance at 

the ten percent level. The other ethnicity differentials however became rather small and not 

statistically significant. Interesting was that the other European group had a point estimate of three 

point two percent higher earnings than comparable natives, however not statistically significant. We 

also note that for males the highest age in 2003 was 53 years and that only four individuals were 

older than 50.

The same was done for females where the oldest individual was 53 years old in 2003 and 36 

individuals were above 50 years of age in 2003. Running the regression with or without them made 

very little difference in the results. The results showed no statistically significant differences but the 

point estimate of the Eastern European group stood out with a disadvantage of about four percent. 

This table is available in the appendix.

7.2.1 Controlling for differences in employment rates

In the above earnings regressions we excluded individuals without positive earnings since they were 

not considered active on the labor market. In an attempt to control for differences in employment 

rates in the earnings regression, using the same definition of employment as in the part of the paper 

studying employment rates, the individuals that were registered not to be employed in at least one 

of the years 1999, 2001 and 2003 were excluded and the resulting earnings differentials were 

examined. Doing so also excluded all individuals without positive earnings in all the three years.
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Table 15. Adjusted earnings differentials for third-generation immigrant males compared to third-generation male natives. Excluding 
observations without employment in at least one of the years 1999, 2001 and/or 2003. P-values within parentheses.

Variable 25-64 years old in 2003 25-64 years old between 1999 and 2003

No. of observations No. of observations

Finland -0.013 724 -0.029 499

(0.352) (0.117)

Other Nordic -0.013 2412 -0.008 1808

countries (0.127) (0.429)

Eastern Europe -0.010 953 -0.017 644

(0.425) (0.261)

Other European 0.010 1117 0.018 815

countries (0.456) (0.226)

Non-European -0.002 892 -0.007 743

countries (0.877) (0.627)

No. of observations 11948 9035

R2 0.178 0.159
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

The results showed no statistically significant differences when it came to earnings for the third-

generation male immigrant groups compared to third-generation male natives perhaps suggesting 

that the differentials previously observed at least to some extent could be traced to differences in 

employment rates. The differences in the point estimates compared to the previous specifications 

are also much smaller indicating that the not statistically significant coefficients were not only a 

consequence of fewer observations.

Table 16. Adjusted earnings differentials for third-generation immigrant females compared to third-generation female natives.
Excluding observations without employment in at least one of the years 1999, 2001 and/or 2003. P-values within parentheses.

Variable 25-64 years old in 2003 25-64 years old between 1999 and 2003

No. of observations No. of observations

Finland 0.008 3496 0.009 2639

(0.307) (0.294)

Other Nordic 0.011 3723 0.008 2915

countries (0.140) (0.295)

Eastern Europe 0.004 1132 0.000 893

(0.699) (0.984)

Other European 0.024** 1361 0.020 999

countries (0.027) (0.131)

Non-European 0.015 948 0.014 851

countries (0.223) (0.271)

No. of observations 15327 11972

R2 0.159 0.151
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.
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The same was true for females except that the other European third-generation immigrant female 

group had a statistically significant, and positive, earnings differential looking at individuals between 

25 and 64 years of age in 2003. Other than that we got about the same results as for males when 

excluding the individuals who had been unemployed in at least one of the cross sections.

7.3 Social assistance

The social assistance in Sweden is means tested and its size is determined by the municipalities. The 

dependent variable we have in the social assistance model in this study is related to the family. The 

family is identified by Statistics Sweden with the help of social security numbers and residence at the 

property level. Information about cohabitants that has not had mutual children is however non-

existing.

To see if there were any differences between the third-generation immigrant groups and the third-

generation native group regarding social assistance dependency some further probit regressions 

were used. The dependent variable was if the individual had belonged to a family who had received 

social assistance during the year.

Table 17. Adjusted social assistance differentials for third-generation immigrants compared to third-generation natives (25-64 years of 
age in 2003). P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland 0.175** 0.010* 1159 0.203*** 0.014*** 6694

(0.029) (0.059) (0.000) (0.000)

Other Nordic 0.169*** 0.010*** 3716 0.244*** 0.017*** 6856

countries (0.001) (0.004) (0.000) (0.000)

Eastern Europe 0.113 0.006 1563 0.129** 0.009* 2107

(0.134) (0.171) (0.044) (0.069)

Other European 0.190*** 0.011** 1808 0.017 0.001 2456

countries (0.007) (0.018) (0.796) (0.798)

Non-European 0.104 0.006 1262 -0.039 -0.002 1533

countries (0.226) (0.266) (0.635) (0.623)

No. of observations 17709 27551

LR chi2 489.01 (31) 1280.24 (33)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.
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The above table show small but statistically significant differences for the Finnish, Nordic and other 

European male groups. The differences were around or below one percentage point higher 

probability of receiving social assistance, or more correctly belonging to a family who had. These 

results seem to be in magnitude smaller than found by Hammarstedt and Ekberg (2003) on the 

second-generation immigrant groups. However, the composition of the groups differs between the 

studies, since this study focus on the descendents of pre 1960 immigrants who where rather 

successful on the labor market, and also the dependent variables differs between the studies.

Looking at females we find about the same differences, around one percentage point higher 

probability of belonging to a family that receives social assistance. The female other European group 

was not statistically significant but the Eastern European group was, which was the opposite of what 

was found on males. The marginal effects also seemed to be a little higher for the female groups 

compared to the corresponding male groups. 

Table 18. Adjusted social assistance differentials for third-generation immigrants compared to third-generation natives (30-64 years of 
age in 2003). P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland 0.111 0.005 589 0.251*** 0.014*** 3843

(0.371) (0.419) (0.000) (0.001)

Other Nordic 0.126* 0.006 2126 0.319*** 0.019*** 4237

countries (0.092) (0.119) (0.000) (0.000)

Eastern Europe 0.144 0.007 729 0.296*** 0.019*** 1233

(0.191) (0.249) (0.000) (0.005)

Other European 0.142 0.006 957 0.079 0.004 1380

countries (0.181) (0.234) (0.400) (0.430)

Non-European 0.049 0.002 873 -0.085 -0.004 1145

countries (0.664) (0.678) (0.433) (0.397)

No. of observations 10380 16750

LR chi2 240.34 (31) 789.00 (32)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

Setting the age threshold to between 30 and 64 years old in 2003 resulted in no statistically 

significant differences for any of the third-generation male immigrant groups compared to natives. 

Doing the same on the females we got somewhat larger and more statistically significant differences 

than we had before. The marginal effect became one point four percentage points for the Finnish 

female group and one point nine percentage points for the Nordic and the Eastern European female 

groups.
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To further examine the differences between the third-generation immigrant groups and the native 

groups the probability of belonging to a family receiving social assistance in at least one of the three 

years 1999, 2001 and 2003 was also studied.

To focus on the working population and remembering that our dependent variable is related to the 

family and not the individual, we looked at individuals that were at least 25 years old in 1999. If 

looking at individuals being 21 years old it is arguably more likely that they live at home and thus are 

affected by the social assistance dependency of e.g. their parents and this study try to focus on the 

third-generations outcome on the labor market.

The male results showed statistically significant differences for more of the groups. The female 

regressions detected no further groups to deviate from the native rates. As a further check the 

regressions were run for individuals between 30 and 64 between 1999 and 2003. These tables are 

available in the appendix.

8. SUMMARY AND CONCLUSIONS

The purpose of this study was to look at how third-generation immigrants are doing on the Swedish 

labor market. Three parts of the outcome on the labor market were examined; earnings, 

employment rates and social assistance dependency.

The results showed that there were earnings differences between the male third-generation

immigrants from Finland, other Nordic countries and Eastern Europe compared to the third-

generation natives. Lower relative earnings, compared to natives, was also found for third-

generation female immigrants from Finland and Eastern Europe. Excluding individuals who were not 

employed in all the three cross sections made the earnings differences disappear in practically all 

specifications indicating that the results may have been driven, at least in part, by differences in 

employment rates.

We also found statistically significant differences when looking at employment rates for both third-

generation female immigrant groups and third-generation male immigrant groups. Looking at the 

probability of being employed in 1999, 2001 and 2003 we also saw negative differences compared to 

the third-generation natives.

The final part of the outcome on the labor market in this study was social assistance dependency. 

Previous research has shown that the early immigrant groups and the second-generation immigrants

have a higher probability of receiving social assistance than natives with some exception for the 

Western European group. The results from this study show that there are some differences for the

different immigrant groups in the third-generation. The dependent variable in this study was if the 
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individual had belonged to a family receiving social assistance during the year. We found that the 

different male immigrant groups seemed to have a somewhat higher probability of belonging to a 

family receiving social assistance except for the non-European group. The Finnish, Nordic and Eastern 

European third-generation female groups also seemed to have higher probabilities of belonging to a 

family receiving social assistance. These differences were around one percentage point higher 

probability looking only at 2003 and around one to three percentage points looking at the probability 

of belonging to such a family in at least one of the years 1999, 2001 and 2003.

What is striking in this entire study is that no difference was found between the non-European group 

and the native group controlling for different characteristics when examining earnings, employment 

rates and social assistance. Looking at the composition of this group today this result is surprising but 

we have to remember that around 90 percent of the first-generation immigrants from non-European 

countries that came before 1960 were from North America and that many of these were return 

migrants.

What the differences found regarding earnings, employment rates and social assistance dependency 

depend on is not revealed by this study. Hammarstedt (2009) also found negative earnings 

differentials for the third-generation immigrants that were not present in the second-generation. 

This might be a consequence of discrimination or that the third-generation immigrants run up against 

obstacles not experienced by the second-generation, e.g. culture specific skills. However, the third-

generation immigrants descending from these early first-generation immigrants who were rather 

successful on the Swedish labor market and well integrated arguably should have acquired the 

culture and language specific skills. Therefore it is not clear what causes these differences. One 

reason could be the selection of immigrants in the first-generation, but their higher earnings suggest 

that they might have been positively selected. Rooth and Ekberg (2003) found for the second-

generation immigrants that having one native parent compared to two foreign born, within the same 

ethnic group, lowered the probability of being unemployed and also increased the earnings for the 

groups with the worst outcomes. This might suggest that the native-immigrant exogamy process and 

the exchange theory perhaps could help cast some light on these differences5.

Interpreting the results from this study we should be aware of the potential problems with missing 

values, not being able to control for working time in the earnings regressions and that some of the 

results became not statistically significant when we restricted the sample to being between 30 and 

64 years of age between 1999 and 2003 or in 2003. Perhaps this is explained by differences in 

                                                            
5 See e.g. working paper by Dribe and Lundh (2009).
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different stages of the working life, with third-generation immigrants for some reason having a 

harder time to enter the Swedish labor market.

This study only focused on three parts of the labor market outcomes of the third-generation

immigrants. Earlier studies have shown differences regarding early retirement rates for the first 

generation immigrants in Sweden. An interesting question is if these other differences remain or 

change over generations. Further this study only focused on the third-generation directly. To see the 

development of other parts of the labor market outcome, than earnings already studied in 

Hammarstedt (2009), over several generations might help enlighten other parts of the 

intergenerational mobility of immigrants.

The results in this study, like the results in Hammarstedt (2009), indicate that there are differences 

between the third-generation immigrants and the third-generation natives as regards labor market 

outcomes in Sweden. Borjas (1994a) found in a study of the great migration to the U.S. that the 

differences converge probably after about four generations. This suggests that today's immigration 

policies may have very long lasting effects.

Some of the later immigrant groups to Sweden have not been at all as successful as the early labor

market immigrants that make up the underlying first-generation in this study. The findings on the 

third-generation immigrants could mean that the large differences found for those later immigrant 

groups, especially the ones from outside of Europe, may be persistent over several generations or 

perhaps even get worse.
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APPENDIX

Employment
Table 6. Adjusted employment differentials for third-generation immigrants compared to third-generation natives (25-64 years of age in 
2003). Excluding individuals without positive earnings. P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland -0.196*** -0.036*** 1088 -0.128*** -0.032*** 6292

(0.000) (0.001) (0.000) (0.000)

Other Nordic -0.140*** -0.024*** 3456 -0.118*** -0.030*** 6437

countries (0.000) (0.000) (0.000) (0.000)

Eastern Europe -0.151*** -0.027*** 1448 -0.103*** -0.026** 1962

(0.002) (0.005) (0.009) (0.012)

Other European -0.106** -0.018** 1685 -0.044 -0.011 2312

countries (0.028) (0.037) (0.248) (0.256)

Non-European -0.050 -0.008 1190 -0.018 -0.004 1459

countries (0.395) (0.408) (0.705) (0.707)

No. of observations 16648 26040

LR chi2 793.81 (31) 813.90 (34)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

Table 8. Adjusted employment differentials for third-generation immigrants compared to third-generation natives (25-64 years of age in 
2003) regarding employment in 1999, 2001 and 2003. P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland -0.145*** -0.052*** 1146 -0.146*** -0.058*** 6642

(0.001) (0.001) (0.000) (0.000)

Other Nordic -0.146*** -0.052*** 3687 -0.122*** -0.048*** 6785

countries (0.000) (0.000) (0.000) (0.000)

Eastern Europe -0.156*** -0.056*** 1544 -0.115*** -0.045*** 2093

(0.000) (0.000) (0.000) (0.000)

Other European -0.161*** -0.058*** 1781 -0.055* -0.022* 2421

countries (0.000) (0.000) (0.077) (0.078)

Non-European -0.025 -0.009 1248 -0.027 -0.010 1517

countries (0.562) (0.564) (0.482) (0.483)

No. of observations 17554 27305

LR chi2 2427.61 (32) 2465.80 (34)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.
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Table 9. Adjusted employment differentials for third-generation immigrants compared to third-generation natives (25-64 years of age 
between 1999 and 2003) regarding employment in 1999, 2001 and 2003.  P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland -0.152*** -0.047** 671 -0.164*** -0.062*** 4309

(0.010) (0.013) (0.000) (0.000)

Other Nordic -0.133*** -0.040*** 2416 -0.155*** -0.058*** 4716

countries (0.000) (0.000) (0.000) (0.000)

Eastern Europe -0.181*** -0.057*** 893 -0.108*** -0.041*** 1435

(0.000) (0.001) (0.007) (0.008)

Other European -0.178*** -0.056*** 1108 -0.108*** -0.041*** 1545

countries (0.000) (0.000) (0.006) (0.006)

Non-European -0.009 -0.003 933 0.000 0.000 1215

countries (0.862) (0.863) (0.995) (0.995)

No. of observations 11740 18664

LR chi2 576.95 (32) 749.49 (34)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

Table 10. Adjusted employment differentials for third-generation immigrants compared to third-generation natives (25-64 years of age 
between 1999 and 2003) regarding employment in 1999, 2001 and 2003. Excluding individuals without positive earnings in 1999, 2001 
and 2003. P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland -0.155** -0.034** 592 -0.111*** -0.065*** 3534

(0.027) (0.040) (0.001) (0.001)

Other Nordic -0.100** -0.021** 2105 -0.097*** -0.030*** 3875

countries (0.023) (0.028) (0.002) (0.002)

Eastern Europe -0.131** -0.028** 770 -0.081* -0.025* 1199

(0.038) (0.050) (0.084) (0.091)

Other European -0.160*** -0.035*** 969 -0.063 -0.019 1305

countries (0.006) (0.010) (0.171) (0.179)

Non-European -0.061 -0.013 852 0.005 0.002 1060

countries (0.335) (0.348) (0.914) (0.914)

No. of observations 10427 15711

LR chi2 418.05 (31) 623.17 (32)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.
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Table 11. Adjusted employment differentials for third-generation immigrants compared to third-generation natives (30-64 years of age 
between 1999 and 2003) regarding employment in 1999, 2001 and 2003. P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland -0.064 -0.017 326 -0.184*** -0.066*** 2248

(0.482) (0.493) (0.000) (0.000)

Other Nordic -0.129** -0.035** 1168 -0.186*** -0.066*** 2580

countries (0.015) (0.019) (0.000) (0.000)

Eastern Europe -0.157* -0.043 304 -0.196*** -0.071*** 651

(0.084) (0.103) (0.001) (0.002)

Other European -0.106 -0.028 517 -0.092* -0.032 846

countries (0.161) (0.177) (0.096) (0.102)

Non-European 0.057 0.014 548 0.032 0.011 800

countries (0.452) (0.442) (0.574) (0.571)

No. of observations 5788 10021

LR chi2 227.80 (32) 315.30 (33)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

Earnings
Table 14. Adjusted earnings differentials for third-generation immigrants compared to third-generation natives (30-64 years of age 
between 1999 and 2003). P-values within parentheses.

Variable Male Female

No. of observations No. of observations

Finland -0.062* 293 -0.010 1858

(0.074) (0.506)

Other Nordic -0.016 1022 -0.006 2122

countries (0.332) (0.648)

Eastern Europe -0.019 261 -0.038 536

(0.550) (0.106)

Other European 0.032 467 0.011 725

countries (0.197) (0.611)

Non-European -0.014 507 0.014 708

countries (0.556) (0.444)

No. of observations 5193 8502

R2 0.135 0.090
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.
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Social assistance
Table 18. Adjusted social assistance differentials for third-generation immigrants compared to third-generation natives (30-64 years of 
age in 2003). P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland 0.111 0.005 589 0.251*** 0.014*** 3843

(0.371) (0.419) (0.000) (0.001)

Other Nordic 0.126* 0.006 2126 0.319*** 0.019*** 4237

countries (0.092) (0.119) (0.000) (0.000)

Eastern Europe 0.144 0.007 729 0.296*** 0.019*** 1233

(0.191) (0.249) (0.000) (0.005)

Other European 0.142 0.006 957 0.079 0.004 1380

countries (0.181) (0.234) (0.400) (0.430)

Non-European 0.049 0.002 873 -0.085 -0.004 1145

countries (0.664) (0.678) (0.433) (0.397)

No. of observations 10380 16750

LR chi2 240.34 (31) 789.00 (32)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.

Table 21. Adjusted social assistance differentials for third-generation immigrants compared to third-generation natives (30-64 years of 
age between 1999 and 2003) regarding social assistance in 1999, 2001 and/or 2003. P-values within parentheses.

Variable Male Female

Marg. eff. No. of observations Marg. eff. No. of observations

Finland 0.049 0.005 326 0.229*** 0.028*** 2248

(0.712) (0.722) (0.000) (0.001)

Other Nordic 0.118 0.011 1168 0.227*** 0.028*** 2580

countries (0.119) (0.142) (0.000) (0.000)

Eastern Europe 0.122 0.012 304 0.296*** 0.040*** 651

(0.350) (0.393) (0.001) (0.004)

Other European 0.194* 0.020 517 0.012 0.001 846

countries (0.069) (0.108) (0.893) (0.894)

Non-European -0.048 -0.004 548 0.012 0.001 800

countries (0.669) (0.659) (0.893) (0.894)

No. of observations 5782 10021

LR chi2 244.09 (31) 750.02 (33)
The specifications also controls for age, age squared, schooling, schooling squared, marital status and region of residence. *** means 
significance at the 1 percent level, ** significance at the 5 percent level and * significance at the 10 percent level.


