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Abstract  
The aim of our study is to investigate the effect of immigrants on wages for natives with 

divergent skill level within one country. Skill level is measured as education level and the 

purpose is to focus on the level where it according to us is a lack in research, namely the 

effect on high skilled native-born worker wages. Further, our contribution to the already 

existing studies may be considered to be a complement. Using panel data, collected from the 

time period 2000-2008 for the 290 municipalities in Sweden to get regional variation, we 

investigate and interpret the estimated outcome of how wages for native-born workers in the 

Swedish labor market respond to immigration into Sweden. The main findings, when 

controlling for age, unemployment, and differences between year and municipalities in this 

study are on the short run, in line with the theory. The closer to a substitute the native-born 

and foreign-born workers are, the greater are the adverse effect on the wage for native-born, 

given that we assume immigrants as low skilled. The effect on wage for high skilled native 

workers in short run, when assuming immigrants and natives as complement, is positive, i.e. 

the wage for high skilled natives increases as the share of immigrants increases. The effect on 

high skilled native-born wages is positive even in mid-long run and adverse for the low and 

medium skilled native-workers. This is not an expected outcome since we according to theory 

predict the wage to be unaffected in mid-long run. This may be the result of errors in the 

assumption that immigrants are low skilled, or that five years is a too short time to see the 

expected effect in the long run; the Swedish labor market may need more time to adjust to 

what we predict the outcome to be. 
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Introduction 
 
Immigration is a debatable issue in the industrialized countries; this is true not exclusively in 

the Australia, United States and Canada, the traditional receiving countries, but also in 

Sweden, which historically were a country with net emigration. (Friedberg and Hunt 1995) 

Until year 2060 the population in Sweden is assumed to increase with approximately three 

million and already this year, 2016, the 10-million mark is expected to be reached. This is 

according to the population forecast made by Statistic Sweden. The population increase is due 

to migration, fertility and mortality although most of the expectations of an increased 

population are based in the assumption of continuing high immigration (Statistiska 

Centralbyrån, 2015). Besides the fact that the size of the foreign-born population has 

increased, the characteristic of the immigration flow has changed over year. During the 2000s, 

refugee immigration to Sweden increased and the recent immigration flow is dominated by 

refugees from countries in the Middle East. (Hammarstedt and Shukur, 2007) There has 

always been a dispute between the philosophy of an open door to the world and the fear of the 

economic and social impact of the immigration flow and most of the questions in the debate 

of immigration policy are based in economic incentives. The largest part of the attention has 

been paid to the possible adverse impact on the labor market outcomes that immigration may 

cause. (Friedberg and Hunt, 1995) The native population has become more concerned that the 

immigrants may compete with native-born workers, bidding down wages on the labor market 

or replace them and put them into unemployment. (Brücker et al., 2014).  Since there has been 

less attention to the benefits of immigration, that immigrants may complement some native 

factors in production, increasing the benefit in these factors and therefore also increase the 

overall welfare, the support for anti-immigrant political parties has risen. (Friedberg and Hunt 

1995) Despite the expectation that an inflow of immigrants will have adverse effect on the 

receiving countries labor markets, existing empirical studies indicates that the effect is small. 

(e.g. Card 1990, Grossman 1982, Borjas & Tienda 1987). 

 

Borjas states in an interview with Dagens Nyheter that immigration contributes to an uneven 

income distribution and that the public efforts that the government use to reduce income 

inequality, are countered by international migration. The immigration policy that is 

appropriate for a country, depends on what the government wants to achieve and what kind of 

society they wants to create, cause immigration will affect the country in somehow. (DN 

Fokus, 2016). To be able to implement labor market policies to achieve the desired society, it 
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is important to study the actual impact of immigration on individuals with different skill 

levels on the Swedish labor market.  

 

Several reforms have been debated to make it easier for the immigrants to enter the labor 

market and receive a job. One option is to lower the entering wage for immigrants to prevent 

the expected higher burdens on the public finances by a higher unemployment rate among 

these individuals. (Hartog, 2000). By investigate how immigrants will affect the native-born 

worker wages and unemployment on the labor market one can predict how the reforms will 

affect the overall labor market within a country. The option of lower entering wages for 

immigrants will, according to Borjas, result in that some native-born workers will be replaced 

by immigrants and put into unemployment caused by the higher cost of hiring native-born 

workers and he do not see this as a good alternative to prevent high unemployment among 

immigrants. (DN Fokus, 2016). 

 

Using panel data, we investigate and interpret the estimated outcome of how wages for native-

born workers in the Swedish labor market respond to immigration into Sweden. According to 

what just mentioned we can state the research question that we will attempt to acknowledge 

through this essay: How does immigration, on short and mid-long run, impact the wage level 

of native-born workers on Swedish labor market. The main findings, when controlling for 

age, unemployment, and differences between year and municipalities in this study are on the 

short run, in line with the theory. The closer to a substitute the native-born and foreign-born 

workers are, the greater are the adverse effect on the wage for native-born, given that we 

assume immigrants as low skilled Borjas (1994). The effect on wage for high skilled native 

workers in short run, when assuming immigrants and natives as complement, is positive, i.e. 

the wage for high skilled natives increases as the share of immigrants increases. The effect on 

high skilled native-born wages is positive even in mid-long run and adverse for the low and 

medium skilled native-workers. This is not an expected outcome since we according to theory 

predict the wage to be unaffected in mid-long run (Borjas 1994). This may be the result of 

errors in the assumption that immigrants are low skilled, or that five years is a too short time 

to see the expected effect in the long run; the Swedish labor market may need more time to 

adjust to what we predict the outcome to be. 
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Some of the previous studies uses census data and thereby measure the effect of the typical 

immigrant in different cohorts on the wage for native-born workers. As the skills among 

immigrants’ changes over time and the cohorts may have different skill levels, the empirical 

result based on earlier immigration flow cannot be used to estimate the extent of the labor 

market outcome in the future. (Borjas & Tienda, 1987) Instead of census data our study is 

based on panel data at municipal level. This gives us a dataset that is sizeable and since it 

consists of observations obtained over time for the same individuals, we avoid the possibility 

of seeing the effect of different cohort, which may be a problem when using census data. 

 

The impact of immigration may differ across countries depending on differences in their labor 

market institutions and welfare states. Institutions such as minimum wages, employment 

protection and collective bargaining may affect how the wage responds to labor supply shocks 

as immigration. (Brücker et.al., 2014) Therefore, we have chosen to analyze one country. The 

reason for this is that we do not need to take into account these country differences when 

analyze the labor outcome. 

 

Altonji and Card (1991) and Card (1990) are two, among the large amount of existing studies 

that investigate the immigration effect on low skilled native-born wages. Although there are 

studies, e.g. Brücker et al. (2014), that takes it one step further and investigate the effect for 

different skill levels but with the purpose to compare the impact of immigrants across 

different countries. In contradiction to these studies. The aim of our essay is to investigate the 

effect of immigrants on wages for natives with divergent skill level within one country. Skill 

level is measured as education level and the purpose is to focus on the level where it 

according to us is a lack in research, namely the effect on high skilled native-born worker 

wages. Further, our contribution to the already existing studies may be considered to be a 

complement to the large amount of literature which aims to estimate the wage and 

employment effects of immigration (e.g. Altonji & Card, 1991, Borjas et al., 1996, Dustmann 

et al., 2005, Glitz, 2012,  Friedberg & Hunt, 1995, and Card, 1990). Although, as we use a 

recent data set in our essay it will contribute with a current research to the already existing 

studies. 

 

The structure of the essay is as follows: Section 2 consists of a historical summary of the 

immigration to Sweden. In section 3 we summarize some of the earlier studies on this topic. 

Section 4 introduces the methodological approach. Section 5 describes the data.  
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In section 6, the results are presented and discussed. The last section, section 8, contains of a 

summary and conclusion of the essay. 

 

Historical patterns of immigration to Sweden 
 
All of the continents are affected by migration flows that constantly arise through labor 

shortage, war, terrorist attacks, natural disasters and other driving factors. Sweden has in the 

highest degree been affected by these international movements and the country has a long 

history of both large emigration- and immigration flows (Rooth, D.O. 1999). 

After the Second World War Sweden changed from being a country of emigration to a 

country of immigration and the share of immigrants relative to the native population in 

Sweden increased rapidly during the period after World War II. Most immigrants were 

refugees with roots in Eastern Europe, and did in general well on the labor market 

(Hammarstedt and Shukur, 2007). During this first period after the war, the proportion of 

foreign-born individuals within the total Swedish population amounted for one percent. The 

share changes to seven percent in 1970 and furthermore to ten in 1995 (Ekberg, 1998). As one 

can see, the amount of immigrants changes a lot and so did the immigration patterns and 

compositions of the different types of immigrants to (Hammarsted and Shukur). 

After the world war II and up until the mid-70s a large share of the immigration to Sweden 

consisted of foreign-born workers from Europe, this as a result of the increasing demand on 

the Swedish export that was not harmed to the same degrees as many other European 

countries after the second world war. The labor force immigration consisted primarily of 

foreign workers with low education mostly born in Finland and the southern parts of Europe. 

These immigrants usually did well in the new labor market and kept the unemployment level 

low. But since they competed with many other immigrants and native workers, the labor 

supply was high and the wage could be kept on a relatively low level. Around the 60s the 

Swedish trade unions noticed that the big inflow of foreign-born workers kept the Swedish 

wage level down for the low paid workers. As a result, the immigration policy became more 

restrictive and the labor force migration decreased, which changed the characteristics of the 

immigrants in the late 70s to consist of more refugees and tied movers born outside Europe. 

(Hammarsted and Shukur, 2007) These were in general less educated than other types of 

immigrants. (Ekberg,1998). This pattern continued during the 90s and 20s and could be 

described as immigration of unemployment since the immigration continued to increase 
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rapidly and dominated by refugees from former Yugoslavia and the Middle East. 

(Ekberg,1998).  This is the result of the mid 90s increased opportunities to migrate to Sweden 

due to the membership to the ESS in 1994 (Aldén and Hammarstedt, 2014)   

This makes it clear that the population of Sweden has been affected and changed remarkably 

over the years. Sweden has for centuries been a country of migration and the employment rate 

is low among immigrant in Sweden (Ekberg, 1998). Immigrants do not seem to have the same 

opportunities regarding employment and income as native-born workers. One explanation to 

this may be that, as mentioned above, the characteristics of the immigrants have changed over 

time and consist of a large share of refugees in recent years, often from non-European 

countries. This makes it harder for them to transform their human capital into what is required 

on the Swedish labor market. In many cases the high skilled immigrants cannot use their 

capacity to the fullest in Sweden and is therefore comparable to a low skilled native. Another 

explanation could be the existence of discrimination against immigrants on the labor market 

(Hammarstedt and Shukur, 2006). 

 
Literature Review  
 
Empirical Articles: 
 
USA 
Two empirical studies with focus on the American labor market are Card (1990) and Kugler 

and Yuksel (2008). Card estimates the outcome on the labor market for natives resulting after 

an increase in the immigration flow. This immigration flow is due to the large share of 

Cubans that immigrated to U.S in 1980, the so called Mariel Boatlift. Card compares the 

outcome in the state that the Cubans migrate to with the outcome from an unaffected state and 

his result implies that the immigration from Cuba had no effect on the wage level for the low 

skilled natives in the exposed area.  

Aside from the Mariel Boatlift the Kugler and Yuksel study is the only other study that gives 

result from a natural experiment. As the Card article, Kugler and Yuksel estimates the effect 

on natives- and earlier immigrants’ wages after a natural and unexpected inflow of 

immigrants to the U.S, the Hurricane Mitch in 1998. The result from this study is that the 

estimates show an increase in natives wages related to the influx of foreign-born. One 

common thing with these two American studies is that both of the immigration flows 

consisted mostly of less educated workers. But one reason that the results differ could be that, 
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different from Card, the immigration flow in Kugler and Yuksel study consisted of immigrant 

workers that quickly became legalized (Krugler and Yuksel, 2008).  

Europe 
Brücker et. Al. (2012) estimate the labor market effects of immigration, but contrary to Card 

(1990) and Krugler and Yuksel (2008), Brücker et.al use micro data and investigate the 

effects on different skill levels for natives, determined by education, experience and national 

orgin; Germany, Denmark and the UK, on the assumption that the three countries are 

characterized by very different labor markets, i.e. different levels of minimum wages, 

unemployment benefits, bargaining opportunities etc. and welfare states. Therefore, they will 

respond differently to labor supply shocks, such as immigration. A large share of previous 

studies on the effect of immigration on wages assume for perfect competition and clearing 

labor markets, Brücker et.al (2012) do not consider this to always be the case and therefore 

they make the assumption that there is imperfect competition. By measuring the elasticity’s of 

the wage setting curves and the elasticity’s of substitution between different type of labor, 

they solve for the wage effects of immigration for different groups. Their findings are that the 

effect on unemployment is bigger in Germany and Denmark because the wage flexibility is 

bigger in the UK. This also implies that the wages respond more to a change in the workforce 

in the UK. 

Scandinavia 
The U.S labor market, are in sense of different policies- and laws, not comparable with the 

Swedish one and U.S studies might therefore result in different outcomes relative to the ones 

made in countries similar to Sweden. A study made on the Danish labor market is Foged and 

Peri (2014). This research aims to estimate the effect of an increase of low-educated 

immigrants, on equivalent natives. With data that makes it possible for the authors to follow 

individuals over time and see how their wage level is affected, they focus mainly on the 

effects resulting from an influx of non-European immigrants. The study follows individuals 

over time and captures effect of immigrants that may spill over to other municipalities and 

regions through movement and mobility. They compare municipality- based with individual-

based responses to immigration inflows over time, to determine weather the spillovers have a 

big role when estimating the impacts of immigration. The results in the article shows that an 

increase in the labor supply, that is consisted of low educated non-European immigrants, 
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resulted in a reallocation of the equally “low” educated natives to more “smart” job positions. 

The wage levels either increased or were not affected at all.  

 

In Norway, the study Bratsberg et al. (2010) also estimates the effect on native wages as a 

result of a labor supply increase due to immigration. Unlike other studies, they split the 

immigrants share by origin. The change in the immigrant share works like an instrument for 

an increase in labor supply within skill groups, and any wage adjustment will identify the 

slope of the labor demand curve. The different skill groups are like Corrales and Vega (2014) 

defined by both education and work experience, with 4 levels of education and 8 levels of 

experience. Different from Foged and Peri (2014), this article shows negative results on the 

native-born wages after an increased share of immigrants. But the impact is more negative 

when the immigrants are born in other Nordic countries and less negative as they are born in 

more developing countries.  

 

We are also interested in what the previous results in empirical studies from Sweden shows. 

Lundborg (2014) investigates the same topic as aforesaid studies on the Swedish labor 

market. Accounting for different labor market institutions like requirement of a job offer 

before entry the host country and wage bargaining. The study is assuming for a market where 

the firm and workers negotiates the wage level, unlike Borjas (1994) basic immigration theory 

that assumes a market of perfect competition. The results show that an increase in the share of 

immigrants relative to natives, lower the wage levels for natives but only temporarily, and 

only if the foreign-born worker has a lower reservation wage than the native worker. 

Otherwise the wage level is not affected. After some time, the wage level falls back to its 

original level again, because of the evening out of the wage levels between the sending and 

receiving country.  

 

Corrales and Vega (2014) investigates the Swedish labor market just like Lundborg (2014). 

But unlike Lundborg, Corrales and Vega focus on the share of immigrants that have the 

highest level of education and estimates the effect of immigration on the log of relative 

average monthly wages in a cohort group. By estimating the elasticity of relative wages in 

each cohort group and with respect to changes in the supply due to immigration in the same 

cohort group. The different skill groups are defined by levels of education and work 

experience. Their result implies in a negative effect of natives wages when the inflow of 

immigrants into Sweden increases between 2001 and 2012.   
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Theoretical Articles:  
 

Demand and Supply theory 
Several theories give attempts to explain how labor market outcomes and earnings of the 

native-born population are affected by labor supply shocks and other factors over time, in 

both short- and long run perspectives. Borjas (1994), try to explain the impact of immigration 

on natives’ wages. In his empirical paper, labor supply shocks refers to an increase in the 

workforce of the host country due to immigration. When immigrants enter the labor market 

the labor supply increase and this labor supply shock will have different effects depending on 

which assumptions that are made. A foreign-born worker can either be a substitute for the 

native worker, meaning that they are equally productive and have the same types of skills and 

thereby competing for the same type of jobs. Or the foreign-born is assumed to be a 

complement to the native worker, meaning that the two individuals do not compete for the 

same type of job. Immigrants and natives thus complement each other in the labor market. 

Borjas (1994) start by assuming that immigrants and natives are perfect substitutes. His 

simple theory also assumes for perfect competition in the labor market with capital held fixed 

in short run. The outcome in this simple demand-supply model is that as the work force 

increases, the labor supply curve will shift out to the right, as more workers migrate to a 

country. The direct consequence of this shift is an increase in the total employment and a 

reduction in wages. Borjas (1994) states that it is important to also be aware of the decrease in 

the share of native workers willing to work for this lower level of earnings. So the total 

employment level increases, as mentioned above, but the employment level of native workers 

decrease, implying that some of the jobs are taken away from natives to be replaced by 

foreign-born workers, because the natives do not find it worth working for this low level of 

compensation (Borjas, 1994).  

 

Borjas (1994) also explain the outcome when assuming for that foreign-born workers are 

instead complements to native workers. For instance, immigrants may be less productive or 

educated than some share of the native workers, making them fit particularly at some types of 

labor intensive jobs. This set the more productive, educated and skilled native workers free to 

perform in jobs that they make better use of their human capital. If this is the case, foreign-

born and native workers do not compete for the same type of jobs; they rather complement 

each other and make it easier for the labor market to have “the right man on the right 
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position”. When natives get the chance to specialize and work in job positions more suitable 

for their acknowledgement, they get more productive. If the foreign-born worker 

complements the native worker, an increase in the number of immigrants will raise the 

marginal product of natives and shift the demand curve for native- born workers out to the 

right. Borjas results, implies that an increase in native productivity raises the natives’ wage 

level. Worth mention here is that some of the native workers did not previously find it 

profitable to work, but once the wage level has increased, they enter the labor market so the 

native employment level in this case increases (Borjas, 1994). 

 
The presence of a minimum wage 
In Chassamboulli (2013) the basic migration theory is being applied to a market with 

minimum wage level and states that an increase in immigration will change the wage levels 

for low skilled natives (them being substitutes to immigrants). The result depending first on 

the presences of the minimum wages in the host country and second on the way the minimum 

wage itself is determined and the bargaining position of workers. An increase in the inflow of 

immigrants makes the wage level in the host country drop, resulting in that firms expect to 

pay lower wages, which makes it possible for them to offer more jobs and put the native 

workers in a better bargaining position. This higher availability of jobs that comes from a 

decrease in the wages strengthens the workers bargaining position which helps to push up the 

wage level again. But it is also important to note that on the other hand, the worker’s marginal 

product falls at the same time because of the high quantity of low skilled labor, which causes 

their wages to drop. If a minimum wage exists, the low skilled worker gets the minimum 

wage, not the wage outcome resulting of a bargaining process (Chassamboulli, 2013).  

 
Long Run effects 
Sommerville and Sumption (2009) does a review of many previous studies of this particular 

topic and summarize the results that the impact of immigration on the receiving country wage 

level is relatively small. The results are explained by the theory that immigrants contribute to 

an increase in demand for domestic products and services that they consume themselves. This 

increase in demand requires a raise in production and in many cases increases the demand for 

labor and long run economic growth that also helps push up the wage level again. In a small 

open economy, wages therefore are expected to return to the “pre-immigration level” as the 

authors call it.   
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A remaining question which many researchers faces when estimating long- respectively short 

run effects of different variables is the yet unanswered question of exactly “how long” short 

term is? Immigration is a flow, not a disposable event, and that short run is the time it takes 

for the businesses to adjust their investment levels and in other saying “absorbing” the 

increase in the labor supply. This also means that estimating the effects of what impacts a 

wave of immigrants create, is a question of an empirical exercise, not a theoretical one 

(Sommerville and Sumption, 2009). 

 

The short-run outcome on the labor market of the labor supply chock differs from the long-

run perspective. Focusing on the assumption that foreign-born and native-workers are perfect 

substitutes, we know now that theory implies that when low skilled foreign workers’ 

immigrant to Sweden, it raises the level of labor supplied of low skilled workers, both natives 

and immigrants, and affects the wage and employment level negative for natives. As a result, 

the returns to capital increase for firms because it now costs less for the firm to hire a worker. 

The natural act of the firms will be to invest in more capital and this increase in the capital 

stock will shift the demand curve to the right and as a result, counteract the negative impacts 

of the initial labor supply shock.1 When that happens, the rate of return to the capital stock 

falls back to normal long run fixed level. Borjas theory implies that the price on the labor 

market, the wage, is constant in the long run. This implies that immigrants have no effect on 

the host country wage level in the long-run. One important thing we must note is that the 

theory does not know the exact definition of “long-run” so we therefore do not know how 

long it takes for this “long-run” to arrive. But we do know that, according to Borjas (1994) 

theory, the negative wage impact on competing native-born workers will weaken as times 

goes by and the Swedish economy adjusts to the immigrant inflow (Borjas, 1994). 

Based on our literature review and historical summary, the natural hypothesis for us is that an 

increase in the relative share of immigrants will raise the wages for high skilled native-born 

workers. We assume for that the immigrants in our sample are comparable with low-educated 

native workers in the level of skill and human capital. 
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Methodological framework 
 
To examine whether or not the immigration affects native-born worker wages on the Swedish 

labor market, and if, in which direction, we took inspiration from the area approach used in 

Borjas et.al. (1996) study. Though the inspiration we got from their study we did set up an 

ordinary least square equation in four steps: 

 
(1) Wageijt = β1 + β2SOIj(t-n) + ε  

 

Wage = wage  

j = municipality  

i = natives  

t = time period t  

β1 = constant, intercept  

β2 = the impact of SOI on native wages  

SOI = share of immigrants 

(t-n) = time period t minus number of years in short respectively mid-long run  

ℇ = error term  

 

This is the first and simplest model that estimates how the share of immigrants relates to the 

all the native-born worker wages within the municipalities. In this regression the impact is 

represented by β2, the content of, and the sign of the parameter describes how native-born 

wages are affected by immigrants. If the parameter is negative, an increased share of 

immigrants has a negative impact on Wageijt, whilst if it is positive the effect on Wageijt is 

positive, i.e. native wages increase as the share of immigrants’ increases.  

      

As the purpose of this essay is to investigate the impact of immigrants on different skill 

groups in Sweden the next step is to divide the native population into three different skill 

groups, low skilled, medium skilled and high skilled. One measure of skill is education, 

therefore we chose three different education levels of natives to examine the effect on the 

different skill groups. 
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When running our regression analysis, we therefore have in mind that sometimes there is 

reason to suspect that the effect of a variable varies across different groups. The level of 

education among natives are in this case integrating with immigration. We can also describe 

this by saying that the level of education modifies the effect that immigration has on the 

native’s wage level.  

 

We believe that immigration play different roles for the wage level of highly educated natives 

compare to natives with low education. An influx of immigrants still have an effect on the 

wage level for all natives, so as the level of education, but the level of education among 

natives do also has an effect on the actual” effect” that immigrants has on natives wages.  

 

We need three variable to be able to create our interaction term named; SOI_sharehigh. We 

use our dependent variable; natives’ wages, and our two independent variables; immigration 

and education level. We then create our interaction term by multiply our independent 

variables. Then we once again run the regression, but this time consisting of our independent 

variables and also our interaction term; SOI_share high.  

 

We have now generated new interaction variables that contains of share of immigrants and the 

different educations levels; SOI_sharelow, SOI_sharemid and SOI_sharehigh, one variable 

for each education level. Adding these new variables in the previous equation we get:  

 

(2) Wageijt = β1 + β2SOIj(t-n) +β3 EDU_highij(t-n) + β4SOI_sharehighj(t-n) + ε 

 

The new variable is generated as the wage for natives may be affected by an interaction 

between the share of immigrants and the different education levels. An interaction between 

the variables means that their effect on native-born worker’s wage may not be simply additive 

but rather multiplicative. (Gujarati and Potter, 2009) Through the sign of the parameter of the 

new generated variable we can conclude whether the impact on native wages are adverse or 

positive and the extent to which the immigrants affect the various created education groups 

wages. If the sign of the interaction parameter is positive; the actual effect that immigration 

has on natives’ wages has strengthens because that level of education (lets say the high 

education level) has an effect on the first effect, and thereby strengthens the actual impact.  
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Some of the previous studies use cross-section or census data. This type of data is a snapshot 

of the variables; they are collected in the same point of time. The problem with cross-

sectional data is that the chance of measuring the effect of the typical immigrant in different 

cohorts on wage for native-born workers is plausible. As the immigrants in different cohort 

possess different skills, the empirical result based on this data cannot be used to estimate the 

extent of the labor market outcome in the future as the future immigrants may consist of more 

or less skilled immigrants. (Borjas and Tienda, 1987) Instead of cross-sectional data we use 

panel data in our study, i.e. repeated cross-section observations. By using this type of data set 

one can better detect and measure effects that cannot be observed in cross-section data, e.g. 

immigrants’ effect on native wages can better be studied if we include changes in the share of 

immigrants over time for the same individuals. Panel data do also give a data set with more 

variability, less collinearity among variables, more degrees of freedom and more efficiency.    

 

One problem with panel data is that the variables in the data set may vary over time and 

across municipalities, since we are interesting in analyzing the impact of immigrants and not 

the variation across municipalities or years, next up is to add fixed effect (FE). This is done as 

fixed effect is a tool one can use to take into account the “individuality” of the units. The term 

fixed effect is used due to the fact that the intercept of the observations may differ across 

municipalities and over the period studied, as we add area and year fixed effect we prevent the 

intercept to vary across municipalities and over time. (Gujarati and Potter, 2009)    

To show the area fixed effects and year fixed effects, ϴj respectively µt are added. 

 

(3) Wageijt = β1 + β2SOIj(t-n) +β3EDU_highij(t-n) + β4SOI_sharehighj(t-n) + ϴj + µt + ε 

 

The equation above, with added FE, eliminates invariance across municipalities and years. To 

make sure that other factors, that may influence the outcome by changing over time, stay 

constant, we added two control variables. According to the Human Capital Theory the age-

earning profile for workers is upward sloping and concave. Therefore, older workers earn 

more because they invest less in human capital and because they are collecting returns from 

earlier investments (Borjas, 2013).2 The theory implies that wage may be affected by aging 

and since we want the impact of immigration, not the effect of aging; natives’ age is one of 

the chosen variables. One problem with the age variable is that there is a discrepancy between 
                                                
2 The marginal revenue of acquired new human capital falls as the worker ages because the individual do not live forever. Human capital 
investments in young ages can be rented out on the labour market for a longer period. As a result, older workers do not invest in human 
capital to the same amount as young workers do (Borjas, 2013).   
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the variable we need and the available data, as there is no available data on the average age 

for the natives within the different municipalities. To make our regression feasible we will use 

the collected data and assume that the immigrants do not affect the average age in the 

municipality, although, earlier researcher implies that immigrants has lower average age than 

natives (Migrationsinfo.se, 2016). Because of our assumption we are aware that the result 

might be bias. The second control variable is unemployment among natives. Theory of 

macroeconomics implies that wages can be affected by the unemployment within an area. 

Firms compete with other firms for workers and they want to set the wage level above the 

market clearing level to get a balance between the wage- and turnover costs.3 

(Gottfries,2013). 

 

The two variables mentioned above are added to the previous equation (equation 3) and 

creates the main equation: 

 

(4) Wageijt = β1 + β2SOIj(t-n) +β3EDU_highij (t-n) + β4SOI_sharehighj (t-n) + ϴj + µt +  

β5ageij(t-n)  + β6unempij(t-n)  + ε 

 

The parameters for age and unemployment in the equation above can tell whether the result, 

before controlling for the two variables, is over or under estimated. If the parameters are 

negative, that indicates that the previous result is overestimated, i.e. the impact on the 

outcome variable are bigger than the actual effect since we have not taken into consideration 

that age and unemployment may affect the outcome variables as well as immigration, while 

positive parameters imply a previous underestimated result. Consequently, there is no 

distinguish between the effect of those variables and the estimate contains of not only the 

effect of immigrant but also the effect of age and unemployment.  

 
To be able to interpret and make a correct comparison between the outcomes in short- 

respectively mid-long run, we might need to take into consideration that our results for the 

short- and mid-long run are not estimated from the exact same set of sample. Since we use 

two “different” set of share of immigrants. To correct for this problem a number of 

                                                
3 Firms compete with other firms for workers within municipalities, and turnovers are costly for firms for several reasons. A firm that offers a 
low wage will lose many workers as a consequence. For this reason firms want to set the wage level above the market clearing level to get a 
balance between the wage- and turnover costs. If there is low unemployment, it becomes easier for the workers to find a job, this increases 
the turnover-cost, and this will also increase the firms optimal wage offer since the firms want to raise their wages so as to retain their 
workers. The higher the unemployment level is, the lower wage is the firms paying its workers (Gottfries, 2013)			
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observations in short run has been reduced, this is made to be able to measure the effects on 

the outcome variable in short- and mid-long run from the same set of immigrants.4 

 

Since the dataset contains information of the variables in different municipalities in Sweden, 

we do not need to take into account that there might be divergent laws and institutional 

regulations in different countries labor markets. As all municipalities are governed by the 

same laws and regulations, we do not need to take that in consideration. 

 

Data 
 
To make it possible to investigate our research question we use data obtained from Statistic 

Sweden, a Swedish office that provides most of the public statistics. In order to analyze the 

impact on migration we used data covering information on level of education for natives, 

average wage for natives, share of immigrants, average age and unemployment level in all the 

290 municipalities from year 2000-2008. The municipalities are used to get regional variation 

to be able to estimate the effect of immigration. Observations collected are panel data, which 

gives us the opportunity to study the outcome resulting of changes in the chosen variables 

over time. 

 

The level of education measures, as aforesaid, the level of education among natives in the 290 

municipalities. The variable is divided into three different categories; “low education”, 

“medium education” and “high education”. “Low education” consists of natives with an 

education level of not completed high school degree, the individuals with an approved high 

school degree are in category “medium education” while “high education” represent natives 

who has the highest level of education in our survey, those with at least three years more than 

high school. Education is classified to make it possible to investigate how migration affects 

groups with different skill levels. The total amount of observations is 26085 for the different 

education levels. As the study is divided into one short run analyze and one mid-long run 

analyze the amount of observations used in the different terms will differ from each other. 

 

The dataset of education used in short run consist of 2318 observations and in mid-long run 

1158. Differences in number of observations between short respectively mid-long run will be 

the case for all variables through the essay, this is due to that we define short run as 1 year so 
                                                
4	Result for this: See Appendix table 11 
5 Missing values; municipality code 330 (Knivsta) year 2000 and 2001.   
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that the independent variables of year t-1 affect the outcome variable in year t. As a 

consequence, to this, observations for the independent variable used when analyzing the effect 

in short run are from year 2000-2007 and for the dependent variable from year 2001-2008. 

The mid-long run is defined as 5 years, i.e. the independent variable of year t-5 affects the 

outcome variable of year t. Since we only have data from 2000-2008 this prevents us to use 

the same amount of observations as in short run.  Because of what just has been mentioned, in 

mid-long run we use observations of the independent variables and the dependent variable 

from 2000-2003 respectively 2005-2008.    

 

Data of the average wage for natives is collected from LOUISE at Statistic Sweden; it 

contributes with information on average wage for natives on municipal level (macro level). It 

is measured as earned income that is the definition of the yearly taxable income, which the 

employer has to payroll tax for, stated in hundred Swedish crowns. (Statistikdatabasen, 2016). 

The total number of observations is 26086, however, the dataset used in the analyze of short 

run consists of observations from year 2001-2008, gives us 2318 observations. In the mid-

long run there are, as explained above fewer observations used. In this term we use 1158 

observations from year 2005-2008. One of the most important independent variable in this 

essay is “share of immigrants”. The use of “immigrants” is by Statistic Sweden defined as 

those individuals who have a foreign background. (Statistikdatabasen, 2016). Total dataset of 

this variable, contains of 26087 observations. When studying the effect of immigration on 

native-born worker wages on mid-long run, 1158 of these are used and when estimating the 

same effect on short run, 2318 observations are used. 

 

We have chosen to take two control variables into account; age and unemployment. Age is 

measured as the average age in the municipalities and unemployment are the share of those 

native-born who are openly unemployed, i.e. those who are represented in statistics. The 

dataset of age and unemployment contains of 26088 observations each. Though, in short run 

we will just use 2318 observations of the two variables. The number of observations in mid-

long run is 1158. 

 

                                                
6 Missing values; municipality code 330 (Knivsta) year 2000 and 2001	
7 Missing values; municipality code 330 (Knivsta) year 2000 and 2001 
8 Missing values; municipality code 330 (Knivsta) year 2000 and 2001 
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Below one can see a descriptive statistics table that summarizes the characteristics of the 

sample of the municipalities. The table summarizes the amount of observations for all of the 

variables, mean value, standard deviation and minimum and maximum value. 

 
Table 1. Summary statistic for the municipalities’ year 2000-20089 

 

 

 

 

 

 

 

 

Looking at table 1 one can see that the average wage for native-born is 2019.887, though 

there is a large difference between the municipal with the lowest (1318.743) respectively the 

highest wage (4855.752). The differences between the lowest and highest share of immigrants 

in the municipalities are also major, the municipality with lowest share of immigrants 

contains of 2 percent foreign-born individual while the municipal with largest share contains 

of 51 percent of foreign-born individuals, this is a difference of 49 percentages. The average 

share of immigrants in Sweden is closer to the lower share than the upper share, on average 

the Swedish population contains of 11 percent foreign-born individuals. The average age in 

Sweden is 42.0426 and the municipality with youngest population has an average age of 35.7 

while the municipality with the oldest population has an average age of 48.3, even this is a big 

difference. Among the native population we can clearly see that most of the native-born 

belong to the category “medium education”, 53 percent of the native population are medium 

educated while on average 22 percent belongs to the group “low education” and the high 

education group contains of 25 percent. Although the difference in the proportion of low and 

high educated native-born are not large, it is a big difference in the variation between 

municipalities. This can be seen by looking at the standard deviation of the variables and the 

difference between minimum and maximum for the two groups. As shown in table 1 the 

standard deviation for low education is approximately 5 percent while the same measure is 

approximately 9 percent for the high education. The minimum share of low educated native-

born individuals is 7.58 percent while the highest share is 38.4 percent and the minimum 

                                                
9 Data collected from Statistikdatabasen, 2016			
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share of high educated native-born individuals is 12.7 percent and the highest share is 66 

percent. The standard deviation, minimum and maximum share of medium educated native-

born individuals are 5.3 percent, 26 percent and 75.5 percent. 

 

Contradictory to similar studies we collected data that are on municipal rather than county 

level, which enables us to get more observations than previous studies. Through that, the 

outcome is expected to be a more reliable result. Although it would be even better if we were 

able to get data on micro level, e.g. wages for all the individuals in the municipality, but 

unfortunately, the observations are on macro level. 

 

Results & Analysis 
 
Short Run 
To present and analyze the result in short run estimated from the equations described in the 

method section, we first have to state our assumptions made for short run. Based on our 

literature review and historical summary we assume that the immigrants on average has a 

lower education-level than natives and are therefore substitutes to low skilled Swedish natives 

and the capital is held fixed in short run.  Our first regression measures the impact on all 

natives resulting from an increase in the share of immigrants. In the table below, the results 

are presented and they show a positive and significant SOI of 2,168 at one percent 

significance level. The interpretation of the positive results is that if the share of immigrants 

increases with one percent, natives wage increases with 2,168 Swedish crowns. We have a 

low R2 value and assuming that this is because of few variables in our first regression model. 

It may be possible that additional predictors can increase the true explanatory power of the 

model.  

 
Table 2.Short run results from equation (1) measured. Note: Standard deviations are indicated in the parentheses10 

                                                
10	Source: Statistics Sweden and own calculations	
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The results from our next two regressions are quite different. The native population is now 

divided into three different skill groups, based on their education levels. In the right-hand side 

table we have also added the fixed effects.  

 
Table 3. Short run results from equation (2) measured on high skilled natives. (Left-hand side table) Table 4. Short run results from equation 

(3) measured on high skilled natives. (Right-hand side table) Note: Standard deviations are indicated in the parentheses11 

The results from equation (2), measured on high skilled natives12 shows a negative result (-

901.8), though it is not significant. The high-skilled natives waged will decrease with 901.8 

Swedish crowns when the share of immigrants increases with one percent. In comparison to 

the result from equation (1) R2 is higher, indicating that more of the variance in the dependent 

variable is explained by the independent variable. 

When we add fixed effects to the regression, the impact on high skilled native wages is 

positive (2,468)13 and significant at one percent level. This implicates that when the share of 

immigrants (SOI) increases by one percent, natives wage increases by 2,446 Swedish crowns. 

When adding fixed effects, the results shows an even higher R2 (0,993), indicating that nearly 

all of the variance in the dependent variable are explained by the independent variable, i.e. the 

observed wages are replicated by the equation (3).  

                                                
11 Source: Statistics Sweden and own calculations.   
12 See Appendix table 3a and 3b for low- and medium skilled results.	
13 See Appendix table 4a and 4b for low- and medium skilled results. 
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When adding the control variables, age and unemployment, our results does not change 

drastically.  

 
Table 5. Short run results from equation (4) measured on high skilled natives. Note: Standard deviations are indicated in the parentheses14 

 

As presented in the table above, the results still show that the parameter of the share of 

immigrants’ effect on high skilled native-born worker are positive15,though it decreases 

slightly as we add control variables to the equation. The parameter is significant at one 

percent significance level and attains a value of 1,834. One can interpret this as if the share of 

immigrants (SOI) increase with one percent, yearly wage for natives increases with 1,834 

crowns. Two other parameters that are interesting in table 5 are age and unemployment, the 

two control variables. Both age and unemployment are negative, so therefore we can conclude 

that the previous results are slightly overestimated. Our results are in line with the theoretical 

model in Borjas (1994), the closer substitute the native- and foreign born-worker are, the 

greater are the adverse wage effect in short run, given that we assume for that immigrants are 

low skilled and complements to high skilled native-born worker. When the share of 

immigrants increases, Swedish high skilled workers get the opportunity to be positioned to 

solve tasks more suitable for their capacity. This makes the native worker more productive 

and raises their wage level. In short run, the Swedish labor market does not have the 

possibility to adjust to the immigration supply shock since we do not immediately see that the 

wages are unaffected for the low skilled natives. The value of R2 is high and accepts the same 

value as in the previous table. All predictors added to a model may increase the R2 value so 

that it seems to have better fit but in fact it has increased due to the adding of more variables 

                                                
14 Source: Statistics Sweden and own calculations 
15 See Appendix table 5a and 5b for low- and medium skilled results.	
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in the model, since the R2 do not change when the number of variables are increased, we do 

not need to take adjusted R2 in consideration. 

 

From our main result presented above we can interpret that our main regression (4) shows that 

an increase in the share of immigrants in Sweden, increases the wage levels for high skilled 

natives-born workers, meaning that immigrants and natives are more complements than they 

are substitutes. This result is in line with the theory of (Borjas, 1994) and is also with some of 

the previous empirical studies. Similar to the empirical studies of Kugler and Yuksel (2008) 

and Fogel and Peri (2014) the effect on native-born worker wages is positive. An interesting 

point to note here is that our result is not similar to the other Swedish empirical article 

mentioned in our literature review. Both Lundborg (2013) and Coralles and Vega (2014) finds 

that an increase in the share of immigrants in Sweden, lower the wages of natives. Corrales 

and Vega particularly looking at high-educated immigrants, but still get these results. On the 

other side their different skill groups are defined in terms of both education level and work 

experience wich mighr differ their sample from our own. Their model also ignores the long 

run adjustment of capital as a consequence of immigration.  
 

One problem when analyzing these results are that, if the sample of immigrants actually are 

high skilled and substitutes to the high skilled native-born workers, this result would not be in 

line with theory. One explanation to that scenario could be that immigration is itself an action 

of economic initiative. Immigrants migrate to achieve higher levels of utility and therefore 

may be willing to accept jobs that they are overqualified for, since the wage level of that low 

skilled occupation may be higher relative to a high skilled job in their home country. Another 

possible explanation could be that in short run, the immigrant may not have the possibility to 

transform his foreign human capital to the Swedish labor market, making him a complement 

to a native with the “same” amount of skill. The issue of “to what degree immigrants are 

substitutes or complements to native workers” remains a challenging empirical issue. When 

interpreting the long-run outcomes it is important to have in mind that the immigrants may 

become substitutes to the native workers to a higher level, when time spent in the new country 

increase. They may eventually accumulate typical Swedish skills, making them more 

attractive on the high skilled labor market and possible competitors to the high skilled natives.  

Another issue regarding our analysis of the outcomes in short term is that, with our available 

data sample and used regression; we are only able to look at the “average” effects. The 
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Swedish labor market does not exist of workers selling homogenous labor. Individuals are 

offering different sets of skills and therefore the labor market for an optician is not the same 

as the labor market for a teacher. When investigating the average effect we are not able to 

catch the different effect relative to different labor markets. The result from table 5 may be 

incorrect or underestimated for one labor market while it is overestimated in another.  

 
Mid-long Run 
To present and analyze the result in mid-long run estimated from the equations described in 

the method section, we first have to state our assumption made for mid-long run. In terms of 

capital, the short and mid-long run differs as capital is not fixed in mid-long run, meaning that 

the firm by investing in more capital can raise the capital stock and increase the demand for 

labor. The first and most simple regression used investigated whether or not the share of 

immigrant (SOI) had any impact on all natives, no matter the skill level, within the 

municipality. The table below presents the result. We get a positive and statistically 

significant SOI of 2,147 at a one percent significance level. The interpretation of the positive 

estimate is that if share of immigrants increases with one percent, natives wage increases with 

2,147 Swedish crowns.  R2, that is a measurement that indicates the dimension of the variance 

in the dependent variable that is predictable from the independent variable, are low in this 

regression. That can indicate that this is not the best regression to use. (Gujarati and Potter, 

2009) As this first regression are used just to show the difference and advantages by divide 

and not divide the native population into skill groups, we do not bother about the low R2-

value. 

 
Table 6. Long run results from equation (1). Note: Standard deviations are indicated in the parentheses16 

 

                                                
16 Source: Statistics Sweden and own calculations   
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The outcome when dividing the native population into skill groups is divergent from the 

previous result. The most interesting parameter in this regression is the one for how the share 

of immigrants affects the native-born worker wages. Table 7 shows that the effect of 

immigrants on high skilled natives wage is negative -1,469, meaning that if the share of 

immigrants’ increases with one percent; natives wage will decrease with 1,469 crowns, 

although the parameter is not significant. As we estimated the effect on the different skill 

groups, R2 got higher, indicating that more of the variance in the dependent variable is 

explained by the independent variable.17 

 
Table 7. Long run results from equation (2) measured on high skilled natives. (Left-hand side table) Table 8. Long run results from equation 

(3) measured on high skilled natives. (Right-hand side table) Note: Standard deviations are indicated in the parentheses18 
 

 

 

 

 

 

 

 

 

 

 

After improving the equation, from where we got the results in table 7, with fixed effects 

(equation 3) we got the result in table 8.  

 

In table 8, just as in table 7 the parameter that is interesting is the one for how the share of 

immigrants affects the wage for native-born workers. In contrary to the previous result the 

outcome when we add area fixed effect and year fixed effect is positive (6,693) and 

significant at one percent significance level. The value of the parameter is interpreted as when 

the share of immigrants (SOI) increases by one percent, natives wage increases by 6,693 

crowns. Standard deviation has a value of 972.3, which is an acceptable level. As we added 

the fixed effects we got a higher R2 (0.996), indicating that nearly all of the variance in the 

                                                
17 Results for low- and mid-skilled group: see Appendix table 7a and 7b			
18 Source: Statistics Sweden and own calculations.   
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dependent variable are explained by the independent variable, i.e. the observed wages are 

replicated by the equation (3).19 

 

To make the equation complete, we added two control variables to see how the outcome 

changes when controlling for these. The result is presented below in table 11. 

 
Table 9. Long run results from equation (4) measured on high skilled natives. Note: Standard deviations are indicated in the parentheses20 

 

Once again we can see that the parameter of share of immigrants’ effect on high skilled 

native-born worker changes as we add tools to the equation. For now it is lower than in the 

former table but still with the same sign. It is a positive, significant at 1 percent significance 

level value of 6,153. One can interpret this as if the share of immigrants (SOI) increase with 

one percent, yearly wage for natives increases with 6,153 crowns. Two other parameters that 

are interesting in table 8 are age and unemployment, the two control variables. As age has a 

negative parameter while unemployment has a positive parameter, bigger than the negative 

effect of age, we can conclude that the previous results are underestimated. The value of R2 is 

high and accepts the same value as in the previous table. As mentioned above, since the R2 do 

not change when adding more variables we do not need to take adjusted R2 in consideration. 

 

The result from the main equation, presented in table 9, indicates as mentioned above that the 

supply shock has positive impact on the native-born wages. According to the theory this is not 

the expected outcome when assuming that foreign-born and native-born are perfect 

substitutes, since then we expect no effect on native-born wage. Even when inspecting the 

                                                
19 Results for low- and mid-skilled group: see Appendix table 8a and 8b   
20 Source: Statistics Sweden and own calculations.   
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effect on low and mid skilled native workers earning21 the outcomes are not in line with the 

theory. When analyzing the result in mid-long run we have to take in consideration that we 

assume that foreign-born are low skilled and our focus in this study is the effect on high 

skilled natives. This indicates that the immigrant and the native workers are not substitute, 

they are rather complements. In that sense the expected outcome according to the theory and 

estimated outcome gives the same result, if studying short run. So from this we can conclude 

that they are complements, even in mid-long run.     

 

The result in our essay is to some extent in line with Brücker et.al. (2014) study that 

investigate the impact of immigration on native-born workers of three different skill levels, 

the same as used in our essay, in three different countries. Their findings indicate that the 

effect in long run is positive on high skilled natives in all of the three countries. They consider 

that the divergent extent of impact may be due to differences in institutions and policies 

across the three countries. The result in our study may also depend on the institutions, policies 

and collective wage bargains in Sweden. The labor market institutions may play an important 

role when determining the effect of immigration on the native-born wages. As a large share of 

the Swedish workers has a union membership that prevents the employer to change the wage 

when they want and how they want the result may be different if the labor market legislation 

had been different in Sweden. Most of the previous studies investigate the impact of 

immigration on low skilled natives-born worker and finds a small adverse effect (e.g. Card 

1990, Grossman 1982, Borjas & Tienda 1987). As they do, we do also find an adverse impact 

on low skilled natives, though the result in our study are considerably large. 

 

As the theory implies; when a supply shock increases the return to capital, the natural act of 

the firms are to invest in more capital, since the return on capital is high. The demand curve 

will shift back and there will be no effect on native-born workers’ wages. What just stated is 

not the case in our results; the impact of low skilled immigrants on the high skilled native- 

born wages rather increases quite sharply from short to mid-long run. One possible 

explanation that this result occurs may be because the mid-long run of a five year period, 

perhaps is a too short period for studying the effects in long run and therefore we get an 

unexpected outcome in the mid-long run. Somervill and Sumption (2009) states that 

immigration is a flow and not disposable event and that short run is the time it takes for the 

businesses to adjust their investment levels to the increase in the labor supply. If this is the 
                                                
21 Results for low- and mid-skilled group: see Appendix table 9a and 9b   
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case, that we are studying the short run even in the part we call “mid-long run”, one 

imaginable explanation to the increased impact of the share of immigrant’s effect on natives 

wage are that five years is a more reasonable time period for the natives to advance to another 

job where they get better use of their human capital, and this will increase their wages. 

Consistent with what just stated, the supply shock effect on low skilled Swedish workers 

wage also increases, i.e. the parameter gets even more negative in mid-long run than in short 

run. The selection of the number of year in short respectively in mid-long run may be an 

explanation why the impact increases. The time period can also give an unexpected outcome 

since it takes some time for the immigrants to assimilate into the new country. They may not 

be directly involved in the labor market due to e.g. lack of host country language or 

information of the search process, therefore it may take longer time to see the expected 

outcome in long run. Borjas states in an interview in Dagens Nyheter that there is a delay in 

time from when immigrants arrive to the receiving country until they access the labor market 

and their acquiring frequency tend to be longer than for the native population. (DN Fokus, 

2016). 

 

If we for now forget what just mentioned, that the analyze rather are on short run that mid-

long run, one concern with the analysis and why the estimated outcome is not consistent with 

the economic theory is that we assume that the immigrants are low skilled, consistent with 

what we mentioned in the section where we analyzed the short run. The foreign-born that 

moves to Sweden may not just be un-educated, low skilled refugees rather they may be 

educated and contributes with a range of skills and ideas. When immigrants arrive to Sweden 

and add this to the existing human capital stock, it is likely that they boost the firms’ 

productivity and the native-born wages in the mid-long run by stimulating the growth of the 

firm. In long run the wage growth is driven by the productivity, this may be an answer to why 

the impact of the share of immigrants in our study increases over time. Because when the high 

skilled immigrants arrive and contributes with ideas and skill the productivity increases and so 

does the wage of the native workers. 

 

As the immigration flow continues, there is always natives´ who gets more affected than 

others. There is therefore a possibility that those most affected move to places where they are 

better off, e.g. where they receive higher wages. Native migration may as well as international 

migration affect the labor supply and cause a labor supply shock. According to the result in 

this study the natives who migrate are those who are low and mid skilled workers as they are 
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affected negatively by the immigration flow. Thereby they will affect all the natives, 

regardless of the skill level, in the new choice of settlement in the same way as immigrants 

would do. As the boundaries between municipalities in Sweden are not closed the native 

migration may affect the result in this essay. Borjas et.al. (1996) states that native migration 

responds to immigration flow and suggest that an area comparison may affect the potential 

impact of immigration-induce on native-born wages. 

 

Summary & Conclusion 
Immigration is a debated question in Sweden and through the methodical framework used in 

this essay we have estimated the effect resulting of immigration; this is made to explain how 

wages for native-born workers who possess different skill levels responds to changes in the 

share of immigrant. The main result in this study is in line with theory in short run, one can 

clearly see that the impact of the immigration on high skilled native worker wages is positive 
this is due to when the low skilled foreign-born migrate to Sweden, the Swedish workers can 

advance to a job that requires a higher human capital capacity, thereby their wages increases. 

On short run the effect on low and medium skilled native worker are adverse, as for the high 

skilled this is in line with theory. The outcome in mid-long run differ from what theory 

implies, high skilled natives in mid-long run are positively affected by immigrants while low 

and medium skilled native-born are negatively affected. There are many factors that play an 

important role of how the labor market in the receiving country responds to a change in the 

inflow of immigrants. The different labor markets may have different institutional regulations 

and collective bargains that may affect the outcome and the theory may not be suitable for the 

different labor markets.  

If the result in our study is what to expect of an immigration flow, that the high educated 

native benefits of the immigration while the low educated natives hurts, one can call the 

immigration policies as rear-facing welfare policy. What the politicians try to achieve with 

various public efforts to support the weak groups in the society, are countered by international 

migration. As the low skilled are negatively affected and the high skilled are positively 

affected, one can, caused by international immigration expect a growing gap between the 

social classes within the country.  
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Appendix  
 
Table 3a and 3b, Short run results from equation (2) measured on low respectively medium skilled natives. Note: Standard 
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deviations are indicated in the parentheses 
 
Table 4a and 4b Short run results from equation (3) measured on low respectively medium skilled natives. Note: Standard 
deviations are indicated in the parentheses 
 

Table 5a and 5b Short run results from equation (4) measured on low respectively medium skilled natives. Note: Standard 
deviations are indicated in the parentheses 
 

 
 
 
Table 10. Short run results from equation (4) with robust test measured on high skilled natives. Note: Standard deviations are 
indicated in the parentheses 
 

 
 
Table 11. Short run results from equation (4) with changed sample of immigrants (year 200-2004) measured on high skilled 
natives. Note: Standard deviations are indicated in the parentheses 
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Table 7a and 7b. Long run results from equation (2) measured on low respectively medium skilled natives. Note: Standard 
deviations are indicated in the parentheses 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 8a and 8b, Long run results from equation (3) measured on low respectively medium skilled natives. Note: Standard 
deviations are indicated in the parentheses 
 
 

 
 
Table 9a and 9b. Long run results from equation (4) measured on low respectively medium skilled natives. Note: Standard 
deviations are indicated in the parentheses 
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Table 12. Long run results from equation (4) with robust test measured on high skilled natives. Note: Standard deviations are 
indicated in the parentheses 

 

 
 

 


