
 
 

Mälardalen University 

School of Sustainable Development of Society and Technology 

NAA301 Bachelor Thesis in Economics 

Spring term 2012 

Supervisor: Johan Lindén 

Date: June 7, 2012 

 

 

 

 

Bachelor Thesis in Economics 

The effects of immigration on 

unemployment. 

A case study of Sweden and the UK  

 

 

 

 

 

 

 

Viktoriya Chuikina  

Sara Azmoudeh Fard  

 



 
 

Abstract 

Course: NAA301 Bachelor Thesis in Economics 15 ECTS 
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Title: The effects of immigration on unemployment. A case study of Sweden and the UK. 

Authors: Viktoriya Chuikina and Sara Azmoudeh Fard 

Supervisor: Johan Lindén 

Problem: The creation of the European Union gave people the right of free movement 

between the membership countries. In theory, the creation of a single market should create 

many additional employment and earning opportunities for the workers in the member states 

of the EU (Bauer & Zammermann, 1999 cited at Borjas, 2010). Some natives believe that an 

increase in immigration will post a threat to them. They believe that their wages will go down 

and jobs will be taken from them. Is this true or is it just a sign of xenophobia?  

Purpose of the Research: The purpose of this study was to replicate successfully the study: 

“Examining the Relationship between Immigration and Unemployment Using National 

Insurance Number Registration Data” by Lucchino, P., Rosazza – Bondibene, C., and Portes, 

J. from 2012. Then the same research methods were used in Swedish data analysis. 

 

Methods: Data on unemployment and immigration was collected from Sweden and the UK 

and multiple regressions were run using the STATA11 software. 

 

Conclusion: The immigration rate had no significant affect on the unemployment rate both in 

the UK and Sweden. However, adding a one year lagged immigration rate was found to be 

significant at a 5% significance level in the Swedish analysis, but was insignificant in the UK 

analysis. The control variables for labor supply proved to be insignificant in the analysis of 

both countries. 
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1 

INTRODUCTION 

This chapter includes background information, problem discussion, specification of the purpose and aim of 

the research, indication of the target group, and delimitations 

1.1 Background 

The creation of the European Union gave people the right of free movement between the 

membership countries. In theory, the creation of a single market should create many 

additional employment and earning opportunities for the workers in the member states of the 

EU (Bauer & Zammermann, 1999 cited at Borjas, 2010). In Sweden, immigration is seen as 

an opportunity for a positive effect on a country’s labor market. As the baby-boomers are 

coming to the age of retirement and there are lesser cohorts of youth joining the labor market, 

the immigrants could possibly contribute in the supply of labor and thus help in financing 

pension systems. An increased immigration could possibly help in mitigating the increase in 

the dependency ratio
1
. However, the increase in immigration by itself is not enough to 

mitigate the negative consequences of the ageing populations. The conjunction of other 

policies is also an important matter (Lemaitre, 2007). In the UK and also in many other 

countries the question of immigration and the possible effects of it is also a hot political topic. 

The concern of many natives is if immigration has a negative impact on the unemployment 

rate, meaning that an increased immigration rate will lead to an increased unemployment rate. 

Concerns like these can sometimes lead to xenophobia which can make the integration of 

immigrants harder. These concerns make the topic of immigration a very important one to 

investigate. 

Many studies on this topic have been conducted and there are still controversies. UN (United 

Nations), for example states that immigration should not, according to economic theories, 

have a negative impact on the unemployment rate (UN, 2006). The Migration Watch UK has 

posted some reports on the topic of youth unemployment and immigration, which has been 

criticized by the media
2
. They have claimed that there is a positive correlation between the 

                                                           
1
                  

                                

                     
         (definition from www.investiopedia.com) 

2
 See New Statesman article: <http://www.newstatesman.com/blogs/the-staggers/2012/01/immigration-

unemployment> 
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youth unemployment and the A8
3
 immigration and even though this does not prove a causal 

relationship it cannot be a coincidence (The Migration Watch UK, 2012). 

Individuals who move to other countries have different motives, and temporary or guest 

workers should be distinguished from permanent immigrants. Guest workers shall be 

interpreted as individuals moving to a country on a temporary basis, where better work 

opportunities and conditions exist (Blanchflower & Shadforth, 2007). UN defines 

immigration as “action by which a person establishes his or her usual residence in the 

territory of a Member State for a period that is, or is expected to be, of at least twelve months, 

having previously been a resident of another Member State or a third country” (Thorogood, 

2006). 

At the same time, unemployment can be classified in different ways. Individuals may 

experience temporary unemployment, seasonal unemployment, be “in between jobs” or just 

entered the labor market (Borjas, 2010). Thus, it is important to define unemployment. This 

will be discussed further later in this study. According to Eurostat (2012), persons are 

classified as unemployed if they are without work during the reference week and are available 

to start work within the next two weeks and have actively sought employment at some time 

during the last four weeks. 

1.2 Historical Overview of Immigration in Sweden and UK 

Both Sweden and the UK have been fairly liberal with regards to the workers of the new 

member states of the EU. Sweden is one of the EU member states that has not placed any 

restrictions on any new countries along with the enlargements of the EU. The UK, however, 

did place restrictions on the latest members of the EU, Bulgaria and Romania.  

1.2.1 Swedish Case 

The immigration flow became significant in Sweden after the Second World War when 

Sweden received refugees from the Nordic, Baltic and other European countries. The Swedish 

industry experienced a growth in the production and industrial markets and as a result the 

demand for labor increased. With a growing immigration flow, Sweden started focusing more 

on migration policies, especially for minority groups. Stipulations were introduced to 

encourage ethnic and religious minorities to keep their cultural and social life traditions. With 

                                                           
3
 The Czech Republic, Estonia, Latvia, Lithuania, Hungary, Poland, Slovakia, and Slovenia are also known as 

the A8 countries. 
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the large concentrations of immigrants appearing in big industrially developed regions of 

Sweden - Stockholm, Gothenburg and Malmo, the Swedish Government started a placement 

policy. With this new policy immigrants were assigned to municipalities throughout the whole 

country where they were also enrolled in an 18-month introduction scheme for which they 

received social assistance. As the immigration inflow increased, the placement policy was 

later abandon. Instead the Swedish Integration Board took over the responsibility of the newly 

arrived immigrants and the Migration Board took responsibility for providing information 

about life in Sweden and the varying conditions across Swedish municipalities. At the same 

time municipalities entered into an agreement with the Immigration Board regarding the 

number of immigrants and conditions provided in accordance with the introduction program 

(Lemaitre, 2007).   

Later in 2003, the Swedish Labor Market Board introduced the labor market program “Work 

Place Introduction” for immigrants. The program aimed to support foreign job seekers at the 

early stages of employment. The Labor Market board provided matches of interested 

employers and unemployed immigrants, they also assisted in the initiation and training at the 

workplace. The program was planned as stimuli for the labor market and aimed for 

immigrants who lacked Swedish work experience (Lemaitre, 2007).    

Figure 1 below describes the yearly national immigration to Sweden in 1997 - 2011. There is 

a significant increase in the number of immigrants between 2005 and 2006. One possible 

reason for this increase is a changing immigration law, both in Sweden and in the EU. In 

2006, for example, the EU gave EU/EES-citizens
4
 the right to stay in Sweden. They are no 

longer required to have a residence permit, but they do have to register by the Migration 

office if they are planning on staying for more than 3 months (Migrationsverket, 2010). The 

increase in immigration could also be a reflection of changing world conditions, such as war 

and poverty which would increase the number of asylum seekers.  

                                                           
4
 Citizens of the EU-states, EES-countries (Norway, Iceland, and Lichtenstein), and Switzerland. 
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Figure 1. Immigration in Sweden, 1997 – 2011 (Source: Adapted from the data) 

Below, the average immigration over all municipalities is depicted together with an upper and 

lower bound
5
. Around 95 % of the immigration of the municipalities is between these bounds. 

A year with a lower spread indicates a more constant immigration over the municipalities in 

Sweden. The spread has increased over the years. 

 

Figure 2. Average immigration across municipalities in Sweden, 1997 – 2011 (Source: Adapted from the data) 

1.2.2 The United Kingdom case 

Great Britain has a history of immigration flow due to its colonial past. A need to establish an 

immigration policy to be able to control the immigration flow was raised in the late 1960’s as 

                                                           
5
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the number of immigrants increased from its former colonies - Jamaica, India, and Pakistan. 

With the number of immigrants increasing drastically, immigration acts needed to be adopted. 

In 1968 the British Government adopted the Second Immigration Act, which is regarded as 

the most controversial of all the immigration acts, restricting immigration for those who had 

no birth connection with the UK (Voicu, 2009).    

Nonetheless, the policy regarding asylum seekers changed over the years and in the late 

1990’s the process was controlled by the British Government and aimed towards restricting 

the rights of new immigrants. This was criticized by the Independent Asylum Commission for 

infringement of human rights (Voicu, 2009).    

In 2004, the UK was one of the first countries in the European Union to initially grant full free 

movement of workers to accession nationals. In 2004 the EU enlargement included Cyprus, 

Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Czech Republic, Slovakia, Slovenia. This 

enlargement caused an increase in the migration inflow to the country between 2004 and 

2006. UK experienced one of the largest shifts in history (Lemos & Portes, 2008). This can be 

seen in Figure 3 (below). One could have expected the same effect from the EU enlargement 

in 2007. However, as mentioned previously the UK chose to place restrictions on the new 

membership countries – Bulgaria and Romania. This could be a possible explanation for the 

decrease in the number of immigrants after 2008. 

 

Figure 3. Immigration in the UK, 2003-2011 (Source: Adapted from the data) 
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Below, the average immigration over all districts is depicted together with an upper and lower 

bound
6
. It can be seen that the spread of the immigration has grown over the years, indicating 

a greater difference in the number of immigrants across districts in the UK.  

 

Figure 4. Average immigration across districts in the UK, 2003-2011 (Source: Adapted from the data) 

1.2.3 A Comparison of the Immigration rate in Sweden and the UK 

The magnitude of the immigration to the UK is obviously greater than the immigration to 

Sweden. The UK has a bigger population and has the colonial history. These are just a few 

factors that could explain the greater number of immigrants to the UK compared to Sweden. 

Figure 5 explains the immigration weighed by the total working age (16-64) population of the 

respective countries.  

                                                           
6
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Figure 5. Immigration weighed by working age population in the UK and Sweden, 1997-2011  

(Source: Adapted from the data) 

Figure 5 shows that the UK had a larger immigration rate than Sweden between 2003 and 

2011. 

The highest and lowest immigration rate in Sweden was experienced in Uppvidinge and 

Bjurholm, Norsjö, Malå, and Sorsel respectively. In the UK the highest and lowest 

immigration rate was experienced in Newham and Bolsover respectively (See Table 1) 

 Sweden  UK  

Maximum 0.055261 Uppvidinge(2006) 0.179623 Newham(2010) 

Minimum 0 Bjurholm(2001) 0.000641 Bolsover(2003) 

 0 Norsjö(2003)   

 0 Malå(2003)   

 0 Sorsel(1997)   

Table 1. Maximum and minimum immigration rates (Source: Adapted from the data) 

Since the immigration data for Sweden was available for a longer time period than for the 

UK, the maximum and minimum values in Sweden were found both over the whole period of 

1997-2011 and the period of 2003-2011. The maximum and minimum values of the UK are 

both bigger than the respective Swedish values. Sweden also has four cities with a minimum 

immigration rate of 0 over the whole period (1997-2011). In Table 2 below, the averages of 

the national immigration rate are shown together with their respective standard deviations.  
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 Average Std dev 

Sweden(1997-) 0.00983 0.002801 

Sweden(2003-) 0.011508 0.002281687 

UK 0.014532 0.003753 

Table 2. The average immigration rates and standard deviations (Source: Adapted from the data) 

Again, for the purpose of comparison two averages for Sweden have been included in the 

table above. The average national immigration rate is bigger in the UK than in Sweden in both 

cases. 

1.3 Problem Description 

Immigration has become one of the most discussed topics of migration because of the fear 

that natives often experience when foreign labor comes and competes with them on the labor 

market. There are still controversies about the effects of immigration on the unemployment 

rate of the host country and even the simplest theoretical models can’t give a clear answer to 

this problem. Many existing empirical results explain that immigration has a negative effect 

on employment; some even show a positive effect. Factors that can determine whether the 

natives can expect gains or losses from the immigration depends, inter alia, on the structure 

and size of the immigration flow and also on the labor market institutions of the host countries 

(Bauer & Zimmermann, 1999). 

The UK and Sweden are both countries that allowed for free movements of workers from the 

European Union which caused a big immigration flow into the country since 2004 (see Figure 

5). These countries are attractive to immigrants in different ways, besides the common ease of 

free movement. Sweden, for example, has a unique integration policy involving financial aid 

to the asylum seekers and supporting integration policy for immigrants (Lemaitre, 2007). UK 

has the language advantage possibly opening more working opportunities for those 

immigrants with English skills. This suggests that immigrants looking for jobs might consider 

going to the UK and those who just want to enjoy financial benefits to consider Sweden. 

1.4 Purpose and Research Questions 

The purpose of this thesis is to replicate studies conducted in the UK in 2012 by the National 

Institute of Economic and Social Research in London, and investigate if the immigration rate 
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has a significance affect on the unemployment rate based on data gathered in two countries – 

Sweden and the UK. In order to achieve the purpose the following questions were developed: 

 Does the immigration rate have a significant influence on the unemployment rate in 

Sweden and the UK? 

 Do the demographics of the immigration flow have a significant influence on the 

unemployment rate in Sweden and the UK? 

1.5 Target Group 

This research study should be relevant to economists working in the field of labor economics, 

politicians and local authorities tracking the statistics of immigration and unemployment. 

Moreover, this work should be interesting to students of economic and global governance 

programs.  

1.6 Delimitations 

The research has been conducted with the data gathered from two European countries, 

Sweden and the United Kingdom. Furthermore the research carries analysis in the limited 

time frame from 2003 to 2011 for the UK and 1997 to 2011 for Sweden. The immigration 

flow is treated as a homogeneous group disregarding years of schooling and working 

experience due to the limited access to the required data at the municipality/district levels.  

The migration inflow of a country can be correlated with the situation in the labor market. 

Thus, immigration rate is traditionally lower in countries with high unemployment or during 

economic crisis periods (Gross, 1998). Immigrants also tend to move to the geographic areas 

where the possibility to find work is higher. This might cause bias in the estimations and 

show an impact of unemployment on immigration. These non-economic variations are 

difficult to measure and thus, were omitted in the study.  

Another possible problem is the mobility of the natives. Not accounting for this can bias the 

results. Suggestions on how to account for this problem is given in the study being replicated. 

However, time was scarce and these suggestions were not adapted and it has been assumed 

that each local area is a closed labor market. 

This study is also limited to one generation of immigrants not taking into consideration the 

labor input to the host country of the second and third generation of immigrants.   
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2 

THEORETICAL FRAMEWORK 

This chapter includes an overview of the previous studies and discussions relevant to the research.  

Clear theories with a common vision on the question of immigration and unemployment rate 

relation have not been developed. This overview is conducted in order to follow historical 

tendencies and the evolution of economic analysis of the subject. A great contribution to the 

development and deeper study of the impact of immigration on unemployment and on the 

labor market has been made by Borjas in different years, Altonji and Card (1991), and Card 

(2001). It is important to mention that most of these researches and studies were implemented 

in the North American region, where the immigration policy is different compared to Europe. 

Nevertheless, the studies are based on traditional microeconomic theories that are applicable 

in both cases.  

2.1 SMSA - Standard Metropolitan Statistical Area 

Altonji and Card (1991) observed a correlation between immigrants’ and native workers’ 

performances. They observed a variation in the fraction of immigrants across cities (SMSA – 

Standard Metropolitan Statistical Area) and the effect it has on the labor market of the host 

country. Thus, observations were concentrated on changes in different industries according to 

its geography. The research treated cities as closed labor markets and investigated the 

performance of less-skilled native workers with respect to changes in the immigration level 

(Altonji & Card, 1991).   

The question of main interest was the outcome of less-skilled native workers with an 

increased inflow of immigrants in SMSA. Theory suggests that the inflow of immigrants 

shifts the city’s total output curve which causes changes in the demand function for labor and 

wages consequently (Altonji & Card, 1991).   

Authors found little evidence of a connection between the number of immigrants and the 

unemployment rate of less-skilled natives. Nevertheless, the observation was limited by the 

time frame and more research was required for drawing a final conclusion (Altonji & Card, 

1991).   
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2.2 Immigration, Unemployment and National Capital  

In 1997, Borjas, Freeman and Katz presented their fundamental work in the field. They 

studied the connection between an increasing immigration from less developed countries and 

a rise in imports and exports in the host country and the effects this had on the labor market. 

Thus, researchers added capital as an influencing factor in evaluating the effects of 

immigration on the labor market. The research evaluated whether immigration is a substitute 

or complement factor of the national economy (Borjas et al., 1997).   

The characteristic analysis of immigrants showed that the average years of schooling is much 

lower compared to the natives. Thus, a large proportion of immigrants were concentrated in 

low paid industries, whereas managerial and professional positions belonged mostly to more 

skilled native workers. The following equation was developed for running the regression: 

                          

where yijkr represents the labor market outcome for a person i, residing in the geographical area 

j, belonging to skill group k in a year t, Z is a age group dummy variable, r is the fixed effects 

given by labor market outcomes experienced by a native and u represents the error term of the 

regression (Borjas et al., 1997).    

The empirical studies did not find any consistent effects of immigration on regional economic 

outcomes as other factors were named more important. Nevertheless, a clear effect of 

immigration on the low skilled native labor force was proved. Moreover, immigration has a 

direct impact on migration of natives within country borders and shows a negative correlation 

in respond to the location choice of immigrants (Borjas et al., 1997).    

2.3 Heterogeneous Model of the Labor Market 

In 1999 Borjas published a survey with a focus on immigration and its impact on the labor 

market of the host country. The research was based on simple economic theories and studied 

models of the market of both homogeneous and heterogeneous labor (Borjas, 1999).  

Borjas argues that immigrants are the source of the increasing national income, which causes 

larger differences in productive endowments between immigrants and natives. Moreover, 

working skills of immigrants also play an important role in the structure of the labor market. 

The study emphasizes the difficulties met by immigrants during the assimilation period in the 
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host country and investigates the correlation between immigrant’s existing skills and those 

gained in the host country (Borjas, 1999).  

In the analysis of the homogeneous labor market with fixed capital, the author comes to the 

conclusion that natives benefit from the immigration flow if the immigrants differ in their 

productive endowments. Nevertheless, if natives compete with immigrants they experience 

losses. The total production function of the host country has two inputs – Capital and Labor, 

i.e. Q = f (K, L), where the total labor force (L) is the sum of native workers (N) and 

immigrants (M) (L = N + M). At the same time the entire capital is owned by the natives in 

the host country. The rental rate of capital is defined as r0 = fK(K, N), whereas the price of 

labor is w0 = fL(K, N) in the host country without the effect of immigration. Thus, the total 

output of the country is QN = r0 K + w0 L. The following graph represents the immigration 

effect on the country’s labor market (Borjas, 1999). 

 

Figure 6. The immigration surplus in a model with homogeneous labor and fixed capital (Borjas, 1999) 

 

The area, ABN0, under the Labor Curve (fL) represents the country’s total output if no 

immigrants entered the country. When immigrants (M) enter the country, the supply curve 

shifts from S to S
’
 which at the same time lowers wages from w0 to w1. Nevertheless, the total 

national income now equals the area ACL0, due to the immigration surplus which increases 

the total output (Borjas, 1999).  

Borjas argues that the labor market in the host country cannot be treated as a homogeneous 

model because both skilled and less-skilled employees participate in it. Which leads to the 

conclusion that immigration mostly effects certain groups of natives as the competition starts 

in the less – skilled part of the labor force, whereas for more skilled native employees 

immigration is seen as a complement to the labor force. In this case the immigration policy 

chosen by the government plays a key role (Borjas, 1999). 



The Effects of Immigration on Unemployment. A Case Study of Sweden and the UK 

__________________________________________________________________________________ 

13 
 

2.4 Immigration in the long-run 

In 1998 Dominique Gross presented his research tracing the dynamics of the immigration 

flow and the labor market of the host country. His research analyzes the immigration flow in 

accordance with skill characteristics, their effectiveness at the work place, and consequently 

assesses the short term and long term relations to the unemployment rate in the host country 

(Gross, 1998).   

The study was conducted in Canada where the immigration policy was based on a selective 

process when accepting immigrants, i.e. they were evaluated in accordance with years of 

schooling, working experience etc. The working hypothesis suggested that large waves of less 

skilled immigrants cause a higher rate of unemployment in the host country (Gross, 1998).  

The study tests not only the direct influence of immigration on unemployment, but also tracks 

the decreased level of new worker inflow in the country in the case of a high unemployment 

rate. Thus, immigrants were treated not only as work-takers, but in its turn, creators of jobs 

through the increased demand of goods and services in the host country. Considering these 

factors the following equation was derived: 

  
    

              
     

 

     
    

  

Where   
        

  are native unemployment levels before and after the immigration inflows, 

and tE is the native turnover, M is number of immigrants, d (0<d<1) indicates average 

immigrants’ spending compared to natives’ average spending, whereas a is the relative 

effectiveness of immigrants in job competition (0<a<1) (Gross, 1998).    

The research comes to the conclusion that the immigration flow causes a decrease of the 

unemployment rate in the short-run, due to the period of adjustment experienced by 

immigrants and depends highly on their skill characteristics. Nevertheless, in the long–run 

immigration is negatively correlated with unemployment and immigrants become more 

competitive on the labor market of the host country (Gross, 1998).  

2.5 Characteristics of Immigration Flow  

In one of his latest work George J. Borjas takes a step further and tries to reevaluate previous 

approaches which have obvious inconsistencies in their conclusions. Borjas argued that no 

direct evidence was found to prove the improvement of the economic situation in connection 
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with the immigrants’ geographic spread. Thus, he suggested evaluating immigrants’ 

performance on the labor market not in terms of geographic areas but rather in terms of skills 

and experience. Consequently, the labor force should be grouped according to skill 

characteristics, where further effects are recognized from years of schooling and work 

experience on the labor market (Borjas, 2002).  

The weak point found in previous researches was treating economic conditions across regions 

and cities equally. At the same time characteristics of immigrant flows was ignored by 

researchers. Borjas suggested that both schooling and working experience were the most 

important factors in evaluating workers’ skills. This classification can help to more accurately 

determine the influence of immigration on employment and earnings of the natives (Borjas, 

2002).  

Applying the theory of labor Supply and Demand, the author comes to the conclusion that the 

inflow of immigrants should move the supply curve (from S0 to S1) which then reduce the 

competitive wage of the native workers (from w0 to w1) and the quantity of labor supplied by 

natives (from N0 to N1) (Borjas, 2002).  

 

Figure 7. Immigration and Labor Market (Borjas, 2003) 

The migration of native workers and the moving of the capital to other cities should also be 

taken into consideration. Nevertheless, the effects of immigration are not seen in several 

geographical regions but rather all over the country which equalizes the situation on the labor 

market (Borjas, 2002).  

Thus, the research suggests that the estimation of the effect should be done not within 

geographical areas but in terms of particular skill groups, where the labor situation is 

influenced by immigrant flows. Immigration, as a whole, affects certain experience groups on 
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a greater degree than others and studies should be held within particular groups of the labor 

market (Borjas, 2002).  
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3 

METHODOLOGY 

This chapter includes the description of the research strategy and approach, the process of choice of theories, 

data collection, and the method of analysis 

3.1 Choice of Topic 

The research is based on the study “Examining the Relationships between Immigration and 

Unemployment using National Insurance Number Registration Data” performed in the United 

Kingdom in 2012. The study tests the impact of migration inflow on the unemployment rate 

in the UK using the National Insurance Registration Numbers (Lucchiano, Rosazza-

Bondibene & Portes, 2012).  

 

3.2 Research Strategy and Approach 

The thesis work is built on exploratory and deductive approaches that were used in theoretical 

framework studies and empirical research. The exploratory research identifies the research 

variables, helps in developing hypotheses, and explains the relationship between variables for 

the purpose of a deeper problem understanding (Bajpai, 2011). Exploratory data analysis 

suggests that the collected data guides with a further choice of analysis techniques. In its turn, 

a deductive approach is used when the existing theories lead to the data testing and analysis 

(Saunders et al., 2009). 

For the problem investigation a quantitative approach was chosen. The quantitative method is 

used preferably for numerical data collection and analysis (Saunders et al., 2009). The method 

is an appropriate tool for achieving the research goals. Moreover, the data used in the analysis 

part is based on numerical observations.  

3.3 Choice of theories 

In order to achieve the aim of the research and analyze the relationship between the 

unemployment and immigration rate, fundamental microeconomic and labor economic 

theories were applied as well as econometric theories. The big contribution to studies of the 

relation between labor market structure and immigration flow was made by George Borjas in 

different years. His work includes analysis of unemployment problems in connection with 

other economic variables such as a country’s GDP level, country’s export and import 

activities, and total industry production. The research models developed by other authors in 
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the last 20 year period, since immigration became a greater concern of the economists and 

academicians, had strong inconsistencies in the conclusions. Thus, a theoretical overview 

includes models that give greater understanding of the subject.  

3.4 Data Collection 

3.4.1 Primary Data 

No primary data was collected for achieving the purpose of the thesis work. 

3.4.2 Secondary Data 

Secondary data is mainly used for understanding the problem and development of research 

findings (Bajpai, 2011). Secondary data used in this work includes relevant academic 

literature, scientific article reviews and statistical data gathered for the Swedish and British 

case studies. Scientific articles and publications were collected from the Mälardalen 

University library and databases, including, Emerald, Google scholar and JStore. Statistical 

data on unemployment, immigration and the general population was gathered from Statistiska 

Centralbyrån (SCB, the Swedish Statistics Office), Arbetsförmedlingen (Swedish Public 

Employment Service), Department for Work and Pensions, and the Office for National 

Statistics in the UK.  

In the case study of the UK, the data collection was limited to the time period 2003 – 2011 in 

order to follow the exact steps of the previous research implemented in 2012 by Lucchiano et 

al. Whereas in Swedish case study, data was collected for the period 1998 – 2011 as it allows 

to run the regression with more observations, which can increase the reliability of the results 

obtained.  

3.4.2.1 Secondary Data Collection for the UK Case 

As the aim of this work was to replicate a study conducted in the UK in 2012 by the National 

Institute of Economic and Social Research, the data collection was coincided with the 

methods suggested by the authors of the research. The direct email contact with one of the 

authors, Paolo Lucchino, helped in the process of gathering the relevant information for this 

research study.  

Immigrants that want to be able to apply for a job in the UK are required to get a National 

Insurance Number (NINo). Thus, the number of NINo registrations can be used as a measure 
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of the immigration flow. The total number of immigrants across the districts of the UK was 

collected from the Department of Work and Pensions. The data is given in Financial Years 

(from April 1 to March 31). This data was only available for 2002/2003 to 2010/2011
7
.  

The data on unemployment in the UK for 2001 – 2011 was collected from the Official Labor 

Market Statistics, NOMIS. The data was available for the population aged 16 - 64, which are 

normal working ages, and is organized according to Financial Years to match the NINo data. 

NOMIS had unemployment data weighed by total working age population. Thus, data on the 

working age population could be derived from the unemployment data instead of being 

collected separately.  

In the British data several districts were removed that were not both in the NINo data and in 

the unemployment data. A list of these districts is provided in Appendix A. The total number 

of districts analyzed is 378. 

3.4.2.2 Secondary Data Collection for Swedish Case 

Yearly statistics on the immigration flow in Sweden was collected from SCB’s databases for 

the years 1997 - 2011. The data includes the total number of immigrants arriving every year to 

each respective municipality.  

When moving to Sweden from abroad and planning to stay for more than one year individuals 

normally have to apply for a residence permit at the Tax Authorities (Skatteverket, 2012). 

These registrations are used by SCB as a measure of the total number of immigrants. Initially 

statistics included groups of immigrants that are not relevant for the analysis. However, data 

was sorted according to different age groups and only working age population (16 – 64) was 

chosen for the analysis.  

Unemployment data on a municipalities’ level was available at the Swedish Employment 

Agency (Arbetsförmedlingen Sweden, 2012). The agency’s website provides monthly 

unemployment data on people aged 16 - 64. Unlike the UK case, data was analyzed according 

to the Calendar Year (From January 1 to December 31). Nevertheless, further estimation of 

unemployment and immigration rates in Sweden is considered to be a fair comparison with 

the UK study as no cross data analysis was used and in both cases a 12 month period was used 

as a basis.  

                                                           
7
 The years will later be refered as 2003 instead of 2002/2003 and  so on. 
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The data used for the estimation of the population was also collected from SCB’s database. 

The data was readily available for the years 1997 - 2011 on a municipalities’ level. Also only 

statistics on the population aged 16-64 was collected to match with the other datasets. 

In the case of Sweden, 2 municipalities were removed due to missing data. One municipality, 

Heby, also changed the region of which it belonged (Västmanlands län to Uppsala län) which 

created two different rows in the data with the same municipality, however, only in the case 

of the data retrieved from the Swedish Employment Agency. This problem was dealt with by 

adding the two rows together. Again, a list of the removed municipalities is given in 

Appendix A. 

3.5 Data Analysis 

Statistical techniques allows for working with numerical data, modifying it to answer research 

questions and meet objectives of the work (Saunders et al., 2009). In achieving the purpose of 

the work Linear Regression Analysis with Ordinary Least Squares (OLS) estimators was used 

in order to test the relationships between the independent (explanatory) variable and 

movements in the dependent variable (Studenmund, 2011). The immigration flow was chosen 

to be the explanatory variable, whereas the unemployment rate is the dependent variable. 

Changes and fluctuations are tested in respect of immigration in both Sweden and the UK.  

A more detailed description of methods chosen for the work with the data, choice of variables 

and their definitions will be introduced in Chapter 4. 

3.6 Criticism of the research and methods chosen 

The methods chosen and the choice of data gathered for conducting the study can be 

criticized. When gathering information about immigration flows to Sweden, the following 

inconsistency was found – a Swedish citizen who previously emigrated from Sweden is 

counted as an immigrant once moving back to Sweden. This problem could have been 

overcome if the data available at SCB’s website had information about immigrants’ 

nationalities on a municipality level, but this data was only available on a national level. Other 

immigrants moving to Sweden and then leaving to return in the future will also be double 

counted.  

Moreover, data available at the Tax Authorities in Sweden include all groups of immigrants 

not only those who applied for the working permit. Nevertheless, our assumption states that 
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immigrants, who originally came to Sweden for other reasons, will start looking for a job after 

a period of adjustment. This would then possibly cause a lagged effect in unemployment. 

Another important note is that the data provided by the Employment Agency in Sweden only 

represents people that are registered as unemployed by the agency, which causes an 

underestimation of the true number of unemployed in Sweden. However, signing up with the 

agency gives the unemployed the right to social benefits and this is a good incentive to attract 

most of the unemployed to the agency.  

3.7 Reliability of Research   

Reliability deals with consistency of findings achieved during the research (Easterby et al., 

2008 cited at Saunders, 2009). The reliability of the secondary data may be evaluated by the 

authority and the trustworthiness of the sources where the data was collected (Saunders et al., 

2009). This research contains the data obtained from the official governmental agencies both 

in Swedish and British cases. Official statistics available on the web at SCB is free, objective 

and protects privacy (About SCB, 2012). In its turn the Governmental Department for Work 

and Pensions in the UK aims for openness and transparency for the general public (About 

DWP, 2012).  

Nevertheless, collecting and processing the data with thousands of observations is a time 

consuming and complicated procedure and some errors may appear despite the best efforts put 

into the study.  
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4 

MULTIPLE REGRESSION TECHNIQUE 

This chapter includes a description of the Multiple Regression Technique, specifically the Ordinary Least 

Squares (OLS), a definition of variables used further in the statistical analysis, and a formulation of the 

equation  

The regression analysis was run by the STATA11 software. The program consists of basic 

statistical tools that were necessary for estimating the relationship between the unemployment 

and immigration rate and determining the level of significance. It gave an option to perform 

cross geographical and time series analysis using tools such as linear regression, hypothesis 

testing, and confidence intervals. Moreover, the software also produced graphs and 

distribution plots.   

4.1 Multiple Regression 

Multiple regression is a general statistics technique that is used for the analysis of the 

relationship between one dependent and several independent variables (Hair et al., 1998). It is 

helpful when making quantitative estimations of economic relationships, predicting the 

direction of changes in variables, and the magnitude of these changes (Studenmund, 2011).  

The independent variables are weighted while running the regression, which allows for 

making the prediction of the dependent variable as correct as possible (Hair et al., 1998). A 

single linear regression model is represented by the following equation: 

Y = β0 + β1X +ε 

The equation estimates by how much the dependent variable, Y, modifies when the 

explanatory variable, X, changes (Studenmund, 2011). In this study, the immigration rate was 

taken for an explanatory variable, whereas the unemployment rate was the dependent 

variable. β0 is an intercept term indicating the value of Y if the explanatory variable X is equal 

to 0. β1 is a coefficient that shows by how much the dependent variable Y changes when X 

increases or decreases by one unit, it also determines the slope ∆Y/∆X. The error term, ε, 

reflects any unexplained variations in Y. (Studenmund, 2011) 
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Y 

X 

         Y = β0 + β1X +ε                 

 

Actual values 

4.2 Ordinary Least Squares 

Ordinary Least Squares (OLS) is an estimation technique that finds numerical values for the 

coefficients β0 and β1 of the previous theoretical equation (Studenmund, 2011). The equation 

is determined by minimizing the sum of squares of the vertical distances between the actual Y 

values and the predicted Y values. (Lind et al., 2008) The estimated values of β0 and β1 

minimize the sum of squared errors of the prediction. (Hair et al., 1998)  

 

 

 

 

 

Figure 8. Ordinary Least Squares 

4.3 Equation 

The empirical approach followed is the one given in the paper being replicated. It is as 

follows 

                         

where the variables      and      are defined as the change in the unemployment rate and the 

immigration rate respectively,      is a control variable for the labor supply, ft are year dummies, 

and     is the error term. The interpretation of the coefficient β is that for every unit change in 

the immigration rate, the unemployment rate changes by β percentage points. The subscripts, i 

and t, stand for municipality/district and year. The interpretation of the coefficient   is that 

for every unit change in the control variable for labor supply, the unemployment rate changes 

by   percentage points. Besides running the above regression, another variable was also 

introduced to the model; the one year lagged immigration rate,         . 

                                   

The regression equation is measured in first-differences to difference out area fixed effects. 

Not all municipalities or regions are equally attractive due to number of schools, housing, 
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wages, etc. This is a potential problem when doing the analysis because of the bias that comes 

with the mobility of the natives. To control for these factors first-differences is a way to 

remove any permanent differences across municipalities and make them equally attractive and 

thus, correct for natives’ mobility bias. All observations are weighed by the working age 

population (Lemos and Portes, 2008). 

4.4 Variables  

A description of variables used in the regression analysis will be given here. The      is the 

change in the immigration rate given by the following equation 

     
   

   

 
       

       

 

Mit  is defined as the total number of registered immigrants in the specific geographic region i 

at a given year t. However, since the stock of immigrants Mit is not observed in the data 

collected, but the flow of immigrants, just Mit is needed in the above equation. 

     
   

   

 

Here, Mit is now defined as the immigration flow. 

The unemployment rate used in the study being replicated is slightly different from the usual 

definition of the unemployment rate taught in classes of economics. The usual definition of 

the unemployment rate is the following  

Unemployment Rate = U/LF 

where U is number of unemployed individuals in the country and LF is the number of people 

in the labor force, that is the total number of employed and unemployed individuals actively 

seeking for a job. In the British study the unemployment rate is defined as the total number of 

unemployed, N, divided by the total working age population, P. The change in the 

unemployment rate is thus, 

     
   

   

 
       

       

 

where the unemployment rate ΔNit  is the change in the total number of unemployed from time 

t-1 to time t. Thus, both in the case of the immigration and unemployment rate, the changes 
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were weighed by working age population size. This allows for performing a more fair 

comparison of the immigration and unemployment rate in the host country. 

Controls in Xit include the factors that may cause shift in labor supply. The factors of main 

interest in this analysis are the lagged change in the share of women amongst the immigrants 

and the lagged change in the youth share (16-24) amongst the immigrants. As the level of 

unemployment amongst women and youth is generally higher compared to other groups of the 

population, ΔXit is included as explanatory variables (Lemos & Portes, 2008). 

     
   

   

 
       

       

 

Lagged immigration will also be added to the study, due to the suspicion that lagged immigration 

might be the reason for the significant increase in the unemployment rate for both countries in 

2009 (See Figure 11). This will be discussed further in the descriptive analysis of the 

unemployment rate in Chapter 5. A one year lag is used. 

         
       

       

 

4.5 Statistical Assumptions 

In order for the estimations using OLS to be correct and be defined as the best available 

estimations the following major assumptions need to hold (Studenmund, 2011):   

1. The regression model is linear, correctly specified and has an error term; 

2. The error term ε, which explains the variations of the dependent variable that are not 

explained by the independent variables, has a zero population mean; 

3. The independent variables M, X, and f are uncorrelated with the error term avoiding 

the attribution of their variations to the dependent variable N; 

4. No serial correlation is present, that is, observations of the error term are uncorrelated 

with each other; 

5. No heteroskedasticity is presented in the equation, i.e. the error term has a constant 

variance; 

6. There is no multicollinearity in the equation, i.e. no explanatory variable M, X, and f is 

a perfect linear function of any other independent variable (Studenmund, 2011). 
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5 

REGRESSION ESTIMATES AND ANALYSIS 

This chapter contains the description of the dependent variable and the analysis of the results obtained from 

running the regressions 

5.1 Descriptive analysis of the Unemployment Rate in Sweden and the UK  

Firstly, some descriptive statistics will be given for the data collected for both countries. Two 

graphs displaying the average unemployment rate over all districts/municipalities together 

with an upper and lower bound is given in Figure 9 and Figure 10. Note that these 

observations are not in first-differences. Whenever the observations are in first difference it 

will be stated. 

 

Figure 9. Average unemployment rate in Sweden, 1997-2011 (Source: Adapted from the data) 
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Figure 10. Average unemployment rate in the UK , 2001-2011 (Source: Adapted from the data) 

In Sweden there has been a downward trend in the average unemployment rate. The standard 

deviation has also diminished over the years, whereas for the UK the standard deviation has 

been fairly steady over the years and the average has slowly been decreasing up until 2009, 

where it sharply increased. It should also be noted when comparing the graphs is that the 

average unemployment rate is higher in Sweden for the years 2001-2009. 

The highest and lowest unemployment rate in Sweden was experienced in Pajala and 

Vaxholm respectively. In the UK the highest and lowest unemployment rate was experienced 

in the City of Kingston upon Hull and Hart respectively (See Table 3). 

 Sweden Municipality(Year) UK District(Year) 

Maximum 0.131948 Pajala(1997) 0.082 City of Kingston upon Hull(2010) 

 0.094289 Övertorneå(2003)   

Minimum 0.007901 Vaxholm(2008) 0.004 Hart(2001) 

Table 3. Maximum and minimum unemployment rates (Source: Adapted from the data) 

Two maximums are shown for Sweden, one for the period of 1997-2011 and one for 2001-

2011. The maximum and minimum values of the UK are both smaller than the respective 

Swedish values. Before moving on to the graph of the national unemployment rate for both 

countries another table with the average and standard deviations of the national 

unemployment rate is shown. 
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 Average Std dev 

Sweden(1997-) 0.040013 0.009949847 

Sweden(2001-) 0.035641 0.005248534 

UK 0.028235 0.006734 

Table 4. The average immigration rates and standard deviations (Source: Adapted from the data) 

The average national unemployment rate is bigger in Sweden than in the UK, both in the 

bigger and smaller time interval. Now, just looking at the shorter time frame that is 

comparable with the immigration data, it is still the case that the UK has a lower 

unemployment rate than Sweden. 

 Average Std dev 

Sweden(2003-) 0.036122 0.005733796 

UK(2003-) 0.027507 0.007465 

Table 5. The average immigration rates and standard deviations (Source: Adapted from the data) 

Taking a look at the similar table (Table 2) of the immigration rate in Section 1.2.3, casual 

observations suggest that a lower unemployment rate is connected with a higher immigration 

rate in the UK and the opposite in Sweden. This statement is obviously very rough and does 

not have to be the case. It will be investigated further, starting by looking at a graph of the 

national level of the unemployment rate below. 

 

Figure 11. Unemployment rate in Sweden and the UK, 1998-2011 (Source: Adapted from the data) 
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The data on the unemployment rate, measured in first-differences, for Sweden (blue) and the 

UK (red) is presented in Figure 11 (above). There have been 3 peaks and 2 downturns in the 

Swedish unemployment rate over the 14 year period. Looking at the second downturn in 

2005-2007 and then comparing this with the increase in the immigration rate in 2005-2007 in 

Figure 5 one could suggest a negative relationship between the two variables. That is, the 

increase in the immigration rate is causing the unemployment rate to fall. In the British case, 

the opposite could be suggested. As the immigration rate is increasing the unemployment is 

increasing, however, only to go down again in 2007. Both Sweden and the UK have a sharp 

increase in the unemployment rate in 2009, and as already mentioned they also both 

experience an increase in the immigration flow in 2005. This could suggest a lagged effect of 

the immigration rate on the unemployment rate. This is not a bad suggestion considering the 

fact that many immigrants need to adapt in the country before being able to start looking for a 

job. Some need to better their language skills and some need to attend college again since 

their degrees are not accepted in the country they move to.  

As casual observations may not be the best way to draw conclusions from, it’s time to move 

on to the regression analysis. 

5.2 RESULTS AND DISCUSSION 

Firstly, the raw correlation between the unemployment (first diff.) and immigration rate is 

visualized in a scatter plot for Sweden and the UK. 
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Figure 12. The raw correlation between the unemployment and immigration rate.  

(Source: Adapted from the data) 

These plots are used for illustrative purposes only. Using the model outlined in the previous 

Chapter, a more robust correlation can be produced. The raw correlation suggests a positive 

correlation between the unemployment and immigration rate in the Swedish case. Thus, as 

one variable is increasing the other one is increasing. In the British case the raw correlation 

suggests a positive correlation as well.  

Now, running the regression specified earlier, in section 4.3, excluding all the independent 

variables but the immigration rate, 

                  

 produce the following regression results. 

Number of obs 4032 3402 

F( 10,  2879) 694.58 685.38 

Prob > F 0.0000 0.0000 

R-squared 0.7077 0.8173 

Adj R-squared 0.7066 - 

Root MSE .00467 0.00266 

Variables Coefficients Std. Err. t p-value 

Immigration      .0141544 -.0027689 .0141763 0.0044435 1.00 -.62 0.318 0.533 

Table 6. Results of the OLS for Sweden (left) and the UK (right). (Source: Adapted from the data) 
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In the Swedish case, the result shows a small positive and insignificant correlation between 

the immigration rate and the unemployment rate. This conclusion is drawn by looking at the 

coefficient of .0141544 and the p-value which is above the level of significance of both 5% 

and 1%. Thus, the immigration rate does not seem to be affecting the unemployment rate. 

When running the British data heteroskedasticity was detected and dealt with using robust 

standard errors, this is a command readily available in the STATA11 software. When running 

the regression with the robust command the only thing that will change is the standard errors, 

because they now take into account the issues concerning heterogeneity.  

The results show that the coefficient in the British case is also insignificant, but with the 

opposite sign. The negative coefficient was expected, since that was the sign of the coefficient 

in the study being replicated. The results from the British study that is being replicated are 

showed in Table 7 (below). The table shows that there is a negative coefficient of -0.00677; 

this is slightly different from the coefficient obtained in the replication. The coefficient 

obtained in the replication was also negative but the value was bigger in the replication. 

However, both results are insignificant.  

Number of obs 3402 

Variables Coefficients Std. Err. t p-value 

Immigration      -.00677 0.00464 -1.46 0.144 

Table 7. Results of the OLS for the UK study being replicated
8
. (Source: Lucchino et al. 2012) 

The coefficient of the immigration rate of the regressions in Table 6 can be interpreted as a 

unit change in the immigration rate will increase the unemployment rate by 0.014 in the 

Swedish case and will decrease the unemployment rate by 0.003 in the British case. This is 

different from the conclusion that could have been drawn from the raw correlation in Figure 

12, where the correlation was observed as positive in the British case. However, since the 

immigration variable is insignificant it does not explain the unemployment rate for either 

country. 

The goodness of fit measure, R
2
, shows how good the fit of the regression is. It explains how 

much of the variance is explained by the model. It is bigger for the UK. The p-value of the 

whole regression, Prob>F, determines if all independent variables are insignificant or not. In 

                                                           
8
 The t-statistic and p-value where not provided by the UK Study. It was derived using the given numbers for 

the coefficient and standard error. 
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both cases in the table above the p-value is 0, thus, there are variables that are significant in 

the model
9
.    

Earlier when comparing the graphs of the unemployment and immigration rate an idea was 

developed that lagged immigration could be of importance in determining the unemployment 

rate. The next step is thus, to run a regression adding the one year lagged immigration rate.  

                            

Note that adding a lagged variable requires one to remove one whole year from the data set. 

This is certainly a downside since the number of years used in the first place for the UK was 

only 10 and it is now down to 9.  

Number of obs 3744 3024 
F( 10,  2879) 443.43 690.03 

Prob > F 0.0000 0.0000 
R2 0.6700 0.8284 

Adjusted R2 - - 
Root MSE .00453 .00271 

Variables Coefficients Std. Err. t p-value 

Immigration 
     

-.0753999 -.0402222 .0335596 .0218651 -2.25 -1.84 .025 .066 

Lagged 
Immigration 
         

.098556 .0369197 .0319471 .0232766 3.08 1.59 .002 .113 

Table 8. Results of the OLS for Sweden (left) and the UK (right). (Source: Adapted from the data) 

Above only the lagged immigration rate for Sweden is significant at a level of significance of 

1%. The immigration rate is insignificant at 5%. In the British case both independent 

variables are insignificant. In this regression both countries experienced heteroskedasticity in 

the error terms and were both run with robust standard errors. The Swedish regression was the 

only regression with significant results. The immigration variable was insignificant in the 

previous test but now it is significant, so some careful consideration must be taken here. The 

correlation between the immigration rate and the lagged immigration rate is found to be 0.87. 

That is a high correlation. This correlation needs to be dealt with by removing either variable. 

By running two more regressions, one with only the immigration variable and one with only 

the lagged immigration variable, one can decide which variable should be kept. Running the 

regression with only the immigration variable over the shorter time period used for being able 

                                                           
9
 The results of the year dummies are excluded from the table but can be found in the appendix. 
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to include a lagged variable proves that the immigration variable is still insignificant. Thus, 

running the regression with only the lagged immigration variable is the next thing to try.  

Number of obs 3744 
F( 10,  2879) 475.45 
Prob > F 0.0000 
R-squared 0.6694 
Adj R-squared - 
Root MSE .00453 
Variables Coefficients Std. Err. t p-value 

Lagged 
Immigration 
         

.0324126 .0157962 2.05 0.040 

Table 9. Results of the OLS for Sweden. (Source: Adapted from the data) 

Comparing the above table with Table 8, it can be seen that the lagged immigration rate is still 

significant, however only at the 5% significance level. An attempt to add a 2 year lagged 

immigration rate to the model was also made however it proved to be insignificant. 

The next step in the analysis is looking at adding more variables to the model. In the British 

study they are investigating the effects of the change share of women and youth of the lagged 

immigration rate on the unemployment rate. This will be done here as well, however only for 

the Swedish data since flaws where detected in the British NINo data. When collecting the 

immigration data for the shares of men and women in the UK, the number of immigrants that 

are men and the number of immigrants that are women are given together with the total 

number of immigrants. When looking at the immigration shares they did not add up to the 

total given. This is also the total used in the previous regressions.    

Running the following regression 

                                   

produces the following outputs 

Number of obs 3744 
F( 10,  2879) 412.62 
Prob > F 0.0000 
R-squared 0.6695 
Adj R-squared - 
Root MSE .00453 
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Variables Coefficients Std. Err. t p-value 

Lagged 
Immigration 
         

.0330525 .0158294 2.09 0.037 

Change in women 
share        

.0009449 .0007775 1.22 0.224 

Change in youth 
share 
        

-.000156 .0007158 -0.22 0.828 

Table 11. Results of the OLS for Sweden. (Source: Adopted from the data) 

These results show that the change in the share of women in the lagged immigration rate does 

not affect the unemployment rate. The same is true for the change in the share of youth in the 

lagged immigration rate. The lagged immigration variable is practically unchanged. 
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6 

CONCLUSION  

The conclusion was drawn to answer the research question using the analysis of data performed in the 

previous chapter 

Many studies implemented in the field of labor economics aimed to see the connection 

between the immigration flow and employment of the host country. Nevertheless, the results 

obtained in different years by economists vary greatly and no final conclusion was drawn to 

prove a relationship between these variables. Thus, the purpose of this research was to 

investigate if the immigration rate has a significant effect on the unemployment rate using the 

data available in Sweden and the United Kingdom.  

As the thesis was based on the study conducted by Lucchiano et al. in the UK in 2012 our 

major concern was of a correct replication of their research. The replication requires 

following exact steps in the data collection and using the same specifications in order to 

obtain the same results (Burman et al., 2010). Thus, using the OLS it was found that the 

immigration rate had no significant effect on the unemployment rate in the UK and the 

regression coefficient had the -0.0027689. The same sign as the result obtained in the study 

being replicated, but not the same exact value. The same technique was used on Swedish data 

and the results obtained were also insignificant, though in the Swedish case the regression 

coefficient had positive sign and was equal to 0.0141544. 

Nevertheless, we preceded the study with adding one year lagged immigration rate. The 

lagged immigration rate in Sweden was found to significant at the 5% confidence level. At the 

same time, using this technique for running a regression with the British data did not show 

any significant results.  

Analyzing the effects of the share of women and youth among immigrants has not shown any 

significant correlation between immigration and unemployment rate in the Swedish case. 

Conducting the same analysis for the UK case was impossible as data collected was 

inconsistent. 

To conclude this study, we can say that the influence of the immigration flow on the 

unemployment rate of the host country gave mixed results. Even though research conducted 

in Sweden (1998 - 2011) and the UK (2003 - 2011) showed insignificant correlation between 
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these variables, more studies are still required. The immigration and integration policies 

chosen by the Government of the host country play an important role in the successful 

performance and adjustment of immigrants. Moreover, years of schooling, work experience 

and motivation factors of migration can be determinate aspects in the adaptation to the local 

labor markets.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The Effects of Immigration on Unemployment. A Case Study of Sweden and the UK 

__________________________________________________________________________________ 

36 
 

REFERENCES 

 

Books and Articles: 

Altonji, J.G., and Card, D. (1989) The Effects of Immigration on the Labor Market Outcomes of Natives. 

Available through The National Bureau of Economic Research website 

<http://www.nber.org/papers/w3123.pdf> [retrieved April 29, 2012] 

 

Bauer, T. K., and Zimmermann, K. Z. (1999) Assessment of Possible Migration Pressure and its Labor Market 

Impact following EU Enlargement to Central and Eastern Europe. Available through Institute for the Study of 

Labor website 

<http://www.iza.org/en/webcontent/publications/reports/report_pdfs/report_pdfs/iza_report_03.pdf> [retrieved 

March 17, 2012] 

 

Bajpai, N. (2011) Business Research Methods. New Delhi: Pearson Education Limited 

 

Blanchflower, B., and Shadforth, C. (2007) Fear, Unemployment and Migration. Available through National 

Bureau of Economic Research website <http://www.nber.org/papers/w13506.pdf> [retrieved March 15, 2012] 

 

Borjas, G.J. (1994) The Economics of Immigration, Journal of Economic Literature, 32(4), pp. 1667 – 1717 

 

Borjas, G.J., Freeman, R.B., and Katz, L.F. (1997) How Much Do Immigration and Trade Affect Labor Market 

Outcomes?, Available through JStore <http://www-

personal.umich.edu/~jdinardo/Pubs/comment_on_borjas_freeman_katz97.pdf> [retrieved March 15, 2012] 

 

Borjas, G.J. (1999) The Economic Analysis of Immigration. 

<http://www.ppge.ufrgs.br/GIACOMO/arquivos/eco02268/borjas-1999.pdf> [retrieved May 15, 2012] 

 

Borjas, G.J. (2002) The Labor Demand Curve Is Downward Sloping: Reexamining the Impact of Immigration 

on the Labor Market, The Quarterly Journal of Economics, 118(4), pp. 1335 – 1374 

 

Borjas, G.J. (2010) Labor Economics (5th ed.). New York: McGraw – Hill/Irwin 

 

Burman, L., Reed W. and Alm J. (2010) A Call for Replication Studies, Public Finance Review, 38(6), pp. 787 - 

793 

 

Gross, D. (1998) Immigration Flows and Reginal Labor Market Dynamics. Available through International 

Monetary Fund website <http://www.imf.org/external/pubs/ft/wp/wp9847.pdf> [retrieved April 29, 2012] 

 

http://www-personal.umich.edu/~jdinardo/Pubs/comment_on_borjas_freeman_katz97.pdf
http://www-personal.umich.edu/~jdinardo/Pubs/comment_on_borjas_freeman_katz97.pdf


The Effects of Immigration on Unemployment. A Case Study of Sweden and the UK 

__________________________________________________________________________________ 

37 
 

Hair, J., Anderson, R., Tatham, R., and Black, W. (1998) Multivariate Data Analysis (5th ed.). London: Prentice 

– Hall International   

 

Lemaitre, G., (2007) Integration of Immigrants into the Labour Market: the Case of Sweden. Available through 

Organization for Economic Co-operation and Development website 

<http://www.oecd.org/dataoecd/28/8/38164205.pdf> [retrieved March 15, 2012] 

 

Lemos, S., and Portes, J. (2008) New Labor? The Impact of Migration from Central and Eastern European 

Countries on the UK Labour Market. Available through Institute for the Study of Labor website 

<http://ftp.iza.org/dp3756.pdf> [retrieved March 22, 2012] 

 

Lind, D., Marchal, W., and Wathen, S. (2008) Statistical Techniques in Business and Economics (13th ed.). 

Boston: McGraw-Hill/Irwin 

 

Lucchino, P., Rosazza – Bondibene, C., and Portes, J. (2012) Examining the Relationship between Immigration 

and Unemployment Using National Insurance Number Registration Data. Available through National Institute 

of Economic and Social Research website <http://www.niesr.ac.uk/pdf/090112_163827.pdf> [retrieved March 

20, 2012] 

 

Saunders, M., Lewis, P. and Thornhill, A. (2009) Research Methods for Business Students (5th ed.). Essex: 

Pearson Education Limited 

 

Studenmund, A.H. (2011), Using Econometrics: a Practical Guide (5th ed.). Boston: Pearson Education Limited 

 

Voicu A., (2009). Immigration and Integration policies in UK. Romanian Journal of European Affairs. 

<http://www.ier.ro/documente/rjea_vol9_no2/RJEA_Vol_9_No2_IMMIGRATION_AND_INTEGRATION_P

OLICIES_IN_UK.pdf> [retrieved April 15, 2012] 

 

The UN (2006), Internationell Migration och Utveckling, Available through the UN website 

<http://www.fn.se/Documents/FNrapporter/Migrationsrapp.pdf> [retrieved March 20, 2012] 

 

The Migration Watch UK (2012), Youth Unemployment and Immigration from the A8 countries, Available 

through the Migration Watch UK website <http://www.migrationwatchuk.org/briefingPaper/document/247> 

[retrieved March 20, 2012] 

 

Thorogood, D., (2006), Improving the quality and availability of migration statistics in Europe, Available 

through the UN website 

<http://unstats.un.org/unsd/demographic/meetings/egm/migrationegm06/DOC%205%20Eurostat.pdf> [retrieved 

April 20, 2012] 

 

http://www.fn.se/Documents/FNrapporter/Migrationsrapp.pdf
http://www.migrationwatchuk.org/briefingPaper/document/247
http://unstats.un.org/unsd/demographic/meetings/egm/migrationegm06/DOC%205%20Eurostat.pdf


The Effects of Immigration on Unemployment. A Case Study of Sweden and the UK 

__________________________________________________________________________________ 

38 
 

Online Sources: 

Arbetsförmedlingen – Unemployment Data (2012) http://www.arbetsformedlingen.se Retrieved 03.05.2012 from  

Sökande År 1996-2011 efter kommun: 

<http://www.arbetsformedlingen.se/Om-oss/Statistik-prognoser/Tidigare-statistik.html> 

 

Bureau of Labor Statistics (2012). How the Government Measures Unemployment. Retrieved from 

<http://www.bls.gov/cps/cps_htgm.htm> 

Department for Work and Pension. (2012). Transparency. Retrieved from <http://www.dwp.gov.uk/about-

dwp/what-we-do/transparency/> 

 

Department for Work and Pension. – NINo registration data (2012). Retrieved from 

<http://83.244.183.180/mgw/live/mw/tabtool_mw.html> 

 

Eurostat, (2012) Unemployment Statistics. Retrieved from 

<http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Unemployment_statistics#Definition.2C_data_s

ources_and_availability> 

 

NINo – Immigration Data (2012) http://research.dwp.gov.uk/asd/asd1/niall/index.php?page=nino_allocation 

Retrieved 10.05.2012 from Yearly data 2002/2003 – 2010/2011 by Districts: 

<http://83.244.183.180/mgw/live/mw/tabtool_mw.html> 

 

NOMIS – Unemployment Data (2012) http://www.nomisweb.co.uk/ Retrieved 10.05.2012 from Yearly data 2001 

– 2011 by Districts: 

<http://www.nomisweb.co.uk/query/select/getdatasetbytheme.asp?theme=24> 

 

SCB – Immigration Data (2012) http://www.scb.se Retrieved 03.05.2012 from Migration by Municipality, Age 

and Sex. Year 1997 – 2011: 

<http://www.ssd.scb.se/databaser/makro/Visavar.asp?yp=gglobx&xu=A4393001&huvudtabell=Flyttningar97&d

eltabell=K1&deltabellnamn=Migration+by+municipality%2C+age+and+sex%2E+Year+1997-

&omradekod=BE&omradetext=Population&preskat=O&innehall=Emigranter&starttid=1997&stopptid=2011&P

rodid=BE0101&fromSok=&Fromwhere=S&lang=2&langdb=2> 

 

SCB – Population Data (2012) http://www.scb.se Retrieved 03.05.2012 from Population 1 November by 

Municipality, Age and Sex. Year 1997 – 2011: 

<http://www.ssd.scb.se/databaser/makro/Visavar.asp?yp=zxbzj&xu=90406001&huvudtabell=FolkmangdNov&d

eltabell=K1&deltabellnamn=Population+1+November+by+municipality%2C+age+and+sex%2E+Year&omrade

kod=BE&omradetext=Population&preskat=O&innehall=FolkmangdNov&starttid=2002&stopptid=2011&Prodi

d=BE0101&fromSok=&Fromwhere=S&lang=2&langdb>  

 

http://www.arbetsformedlingen.se/Om-oss/Statistik-prognoser/Tidigare-statistik.html
http://83.244.183.180/mgw/live/mw/tabtool_mw.html
http://www.nomisweb.co.uk/query/select/getdatasetbytheme.asp?theme=24


The Effects of Immigration on Unemployment. A Case Study of Sweden and the UK 

__________________________________________________________________________________ 

39 
 

Statistics Sweden. (2012). Official Statistics of Sweden. Retrieved from  

<http://www.scb.se/Pages/List____139369.aspx> 

 

Migrationsverket (2010). Rapport: Migration 2000-2010. Retrieved from  

<http://www.migrationsverket.se/download/18.78fcf371269cd4cda980004557/migration_sv.pdf> 

 

Skatteverket (2012), Folkbokföring – Flytta till Sverige, Retrieved from the homepage of the Swedish Tax 

Authorities, Skatteverket 

<http://www.skatteverket.se/privat/folkbokforing/flytta/flyttatillfransverige/flyttatillsverige.4.76a43be

412206334b89800018617.html> 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.skatteverket.se/privat/folkbokforing/flytta/flyttatillfransverige/flyttatillsverige.4.76a43be412206334b89800018617.html
http://www.skatteverket.se/privat/folkbokforing/flytta/flyttatillfransverige/flyttatillsverige.4.76a43be412206334b89800018617.html


The Effects of Immigration on Unemployment. A Case Study of Sweden and the UK 

__________________________________________________________________________________ 

40 
 

APPENDIX A - Districts Removed from the Study 

 
Districts removed from the British study 

Antrim Dungannon 
Ards Fermanagh 
Armagh Isles of Scilly 
Ballymena Larne 
Ballymoney Limavady 
Banbridge Lisburn 
Belfast Magherafelt 
Carrickfergus Moyle 
Castlereagh Newry and Mourne 
City of London Newtownabbey 
Coleraine North Down 
Cookstown Northern Ireland 
Craigavon Omagh 
Derry Strabane 
Down  

 
Municipalities removed from the Swedish study 

Nykvarn 
Knivsta 
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APPENDIX B – Output from STATA11 

 
Data for Table 6: 

Sweden 

 
UK 

 

Data for Table 8: 

Sweden 

 

                                                                              
       _cons    -.0159137   .0002833   -56.18   0.000    -.0164691   -.0153583
              
       2011      .0109191   .0003967    27.53   0.000     .0101414    .0116967
       2010      .0125914   .0003967    31.74   0.000     .0118136    .0133692
       2009      .0318973   .0003965    80.44   0.000     .0311198    .0326747
       2008      .0134386   .0003966    33.89   0.000     .0126611    .0142161
       2007      .0090822   .0003968    22.89   0.000     .0083043    .0098601
       2006      .0099985   .0003959    25.25   0.000     .0092223    .0107747
       2005      .0160868     .00039    41.24   0.000     .0153221    .0168514
       2004      .0182607   .0003896    46.87   0.000     .0174968    .0190245
       2003      .0218965   .0003898    56.17   0.000     .0211322    .0226608
       2002      .0126521   .0003898    32.46   0.000     .0118878    .0134163
       2001      .0080896   .0003892    20.78   0.000     .0073264    .0088527
       2000       .007577   .0003891    19.47   0.000     .0068142    .0083399
       1999      .0163718   .0003888    42.11   0.000     .0156096    .0171339
        year  
              
 immigration     .0141544   .0141763     1.00   0.318    -.0136389    .0419477
                                                                              
unemployme~2        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    .299036495  4031  .000074184           Root MSE      =  .00467
                                                       Adj R-squared =  0.7066
    Residual    .087419012  4017  .000021762           R-squared     =  0.7077
       Model    .211617483    14  .015115534           Prob > F      =  0.0000
                                                       F( 14,  4017) =  694.58
      Source         SS       df       MS              Number of obs =    4032

                                                                              
       _cons    -.0002668   .0001193    -2.24   0.025    -.0005007   -.0000329
              
       2011     -.0021077   .0001746   -12.07   0.000      -.00245   -.0017654
       2010       .001425   .0001969     7.24   0.000      .001039    .0018111
       2009      .0168314   .0002821    59.66   0.000     .0162782    .0173845
       2008     -.0024357   .0001553   -15.69   0.000    -.0027401   -.0021313
       2007     -.0006033   .0001488    -4.05   0.000     -.000895   -.0003116
       2006      .0027313   .0001632    16.74   0.000     .0024113    .0030512
       2005     -.0010096   .0001478    -6.83   0.000    -.0012993   -.0007199
       2004     -.0011811   .0001533    -7.71   0.000    -.0014817   -.0008806
        year  
              
 immigration    -.0027689   .0044435    -0.62   0.533    -.0114811    .0059432
                                                                              
unemployment        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                             Robust
                                                                              

                                                       Root MSE      =  .00266
                                                       R-squared     =  0.8173
                                                       Prob > F      =  0.0000
                                                       F(  9,  3392) =  685.38
Linear regression                                      Number of obs =    3402



The Effects of Immigration on Unemployment. A Case Study of Sweden and the UK 

__________________________________________________________________________________ 

42 
 

 

UK 

 

 

Data for Table 9: 

Sweden 

                                                                              
       _cons      .000407   .0003406     1.19   0.232    -.0002608    .0010747
              
       2011     -.0054975   .0004061   -13.54   0.000    -.0062938   -.0047012
       2010      -.003817   .0004471    -8.54   0.000    -.0046936   -.0029405
       2009      .0154825   .0004994    31.00   0.000     .0145034    .0164617
       2008     -.0029822   .0004006    -7.45   0.000    -.0037675   -.0021968
       2007     -.0073014   .0003908   -18.68   0.000    -.0080677   -.0065351
       2006     -.0061119    .000414   -14.76   0.000    -.0069237   -.0053002
       2005      -.000259   .0004022    -0.64   0.520    -.0010476    .0005296
       2004      .0018594   .0004034     4.61   0.000     .0010684    .0026503
       2003      .0055141   .0004022    13.71   0.000     .0047255    .0063027
       2002     -.0036646    .000441    -8.31   0.000    -.0045293   -.0027999
       2001     -.0082651   .0004532   -18.24   0.000    -.0091536   -.0073765
       2000     -.0086756   .0004424   -19.61   0.000    -.0095429   -.0078083
        year  
              
immigratio~g      .098556   .0319471     3.08   0.002     .0359206    .1611914
 immigration    -.0753999   .0335596    -2.25   0.025    -.1411969   -.0096029
                                                                              
unemployme~2        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                             Robust
                                                                              

                                                       Root MSE      =  .00453
                                                       R-squared     =  0.6700
                                                       Prob > F      =  0.0000
                                                       F( 14,  3729) =  443.43
Linear regression                                      Number of obs =    3744

                                                                              
       _cons    -.0014252    .000107   -13.33   0.000    -.0016349   -.0012154
              
       2011     -.0008497   .0001686    -5.04   0.000    -.0011803    -.000519
       2010      .0024983   .0002032    12.30   0.000     .0020999    .0028967
       2009      .0179601   .0002765    64.96   0.000     .0174181    .0185022
       2008     -.0012575   .0001453    -8.65   0.000    -.0015424   -.0009726
       2007      .0005814   .0001378     4.22   0.000     .0003112    .0008516
       2006      .0040754   .0001748    23.32   0.000     .0037327     .004418
       2005      .0002186    .000138     1.58   0.113     -.000052    .0004892
        year  
              
immigratio~g     .0369197   .0232766     1.59   0.113    -.0087199    .0825594
 immigration    -.0402222   .0218651    -1.84   0.066    -.0830943    .0026499
                                                                              
unemployment        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                             Robust
                                                                              

                                                       Root MSE      =  .00271
                                                       R-squared     =  0.8284
                                                       Prob > F      =  0.0000
                                                       F(  9,  3014) =  690.03
Linear regression                                      Number of obs =    3024
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Data for Table 10: 

Sweden 

 

 

                                                                              
       _cons     .0003687   .0003408     1.08   0.279    -.0002995    .0010368
              
       2011     -.0055537   .0004062   -13.67   0.000    -.0063501   -.0047573
       2010     -.0038791   .0004468    -8.68   0.000    -.0047551   -.0030031
       2009      .0154256   .0004994    30.89   0.000     .0144464    .0164048
       2008     -.0030352   .0003989    -7.61   0.000    -.0038172   -.0022531
       2007     -.0073804   .0003883   -19.01   0.000    -.0081417    -.006619
       2006     -.0063695   .0003928   -16.22   0.000    -.0071395   -.0055994
       2005     -.0003118   .0004021    -0.78   0.438    -.0011001    .0004765
       2004      .0018498    .000404     4.58   0.000     .0010577     .002642
       2003      .0054886   .0004022    13.65   0.000        .0047    .0062773
       2002     -.0037341   .0004432    -8.43   0.000     -.004603   -.0028653
       2001     -.0082989   .0004527   -18.33   0.000    -.0091865   -.0074113
       2000     -.0087745    .000439   -19.99   0.000    -.0096351   -.0079138
        year  
              
immigratio~g     .0324126   .0157962     2.05   0.040     .0014426    .0633827
                                                                              
unemployme~2        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                             Robust
                                                                              

                                                       Root MSE      =  .00453
                                                       R-squared     =  0.6694
                                                       Prob > F      =  0.0000
                                                       F( 13,  3730) =  475.45
Linear regression                                      Number of obs =    3744

                                                                              
       _cons      .000359   .0003418     1.05   0.294    -.0003112    .0010291
              
       2011     -.0055332   .0004076   -13.58   0.000    -.0063323   -.0047342
       2010     -.0038702   .0004481    -8.64   0.000    -.0047487   -.0029917
       2009      .0154511    .000537    28.77   0.000     .0143982     .016504
       2008     -.0030104   .0004007    -7.51   0.000    -.0037961   -.0022247
       2007     -.0073619   .0003902   -18.87   0.000     -.008127   -.0065969
       2006     -.0063526   .0003948   -16.09   0.000    -.0071267   -.0055786
       2005     -.0003097   .0004027    -0.77   0.442    -.0010993    .0004798
       2004      .0018465   .0004041     4.57   0.000     .0010543    .0026388
       2003       .005494   .0004031    13.63   0.000     .0047037    .0062843
       2002     -.0037236    .000444    -8.39   0.000    -.0045941   -.0028531
       2001     -.0082896    .000454   -18.26   0.000    -.0091797   -.0073994
       2000     -.0087703   .0004392   -19.97   0.000    -.0096313   -.0079093
        year  
              
    yratelag     -.000156   .0007158    -0.22   0.828    -.0015594    .0012475
    wratelag     .0009449   .0007775     1.22   0.224    -.0005794    .0024692
immigratio~g     .0330525   .0158294     2.09   0.037     .0020174    .0640876
                                                                              
unemployme~2        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                             Robust
                                                                              

                                                       Root MSE      =  .00453
                                                       R-squared     =  0.6695
                                                       Prob > F      =  0.0000
                                                       F( 15,  3728) =  412.62
Linear regression                                      Number of obs =    3744


