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ABSTRACT

Receiving Countries’ Perspectives: The Case of Sweden’

Sweden has made its labour market more open for labour immigration since the mid1990s:
becoming member of the common labour market of EES/EU in 1994, no transitional rules
introduced at the enlargement of European Union in 2004 and 2007, and opening up for
labour migration from non-EES/EU countries in December 2008. The changes have led to
increased labour immigration. The labour immigration expanded for example after the
enlargement in 2004 but not so much as in for example the United Kingdom and Ireland.
Other forms of immigration have been more important. On the other hand, the migration has
been rather stable in the years after the crisis in 2008. The main explanation is most likely
that the recession in Sweden was only for one year, 2009, and that it was concentrated to
some parts of the manufacturing industry where few migrant workers were employed. If the
present EMU crisis is spreading to Sweden the result may of course be different.
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1. Introduction: Sweden and labour migration

Sweden’s immigration policy has changed drastically on several occasions over time.>
Immigration policy was very liberal from the 1860s until WW1, with no requirements
regarding passports, visas or work permits, although international migration mainly
involved emigration during this period in the context of Sweden, with wages lower than in
neighbouring countries. The policy changed in 1914 after the start of WW1, and the
controls became gradually more stringent during the war, with a work permit compulsory
and difficult to attain for those who wanted to move to Sweden for work. While the
immigration regulation remained after the war, the requirements for those coming from
other Nordic countries were made slightly less stringent. The work permit requirement in
the interwar-period was motivated by the high unemployment rate, based upon the notion

that jobs should be reserved for natives.

The policy once again changed during WW?2, in a less restrictive direction. Many
refugees arrived to Sweden from neighbouring countries and the work permit requirement
was abolished for citizens of the other Nordic countries from 1 October 1943. Following
the end of the war, the Swedish economy experienced a period of very fast growth, with
excess demand for labour. Employers and the governmental labour market administration
(called Arbetsmarknadskommissionen up to 1948, before subsequently being reorganized
and renamed Arbetsmarknadsstyrelsen) started to recruit workers from outside Sweden.
The Nordic labour market was further developed, and the Common Nordic Labour Market
was established in 1954 (negotiations were underway already and almost completed in

1939, yet were interrupted by the war). The period from the 1940s until the early 1970s was

’See Boguslaw (2012) for a detailed presentation of the development of the Swedish immigration policy and
Wadensj6 (2012) for a presentation of some of the important changes in the 20" century.



characterized by large-scale labour immigration to Sweden from the other Nordic countries,
particularly Finland, as well as Southern Europe and Turkey. However, this period of easy
access to the Swedish labour market ended in the late-1960s and early-1970s with the
gradual introduction of a more strict work permit legislation and implementation, within
which the trade unions played an active role. While the Common Nordic Labour Market
remained, the wage differentials between the Nordic countries declined and Sweden
became less attractive as a country of destination for those seeking jobs in neighbouring

countries.®

A period of mainly refugee and family-related migration followed from the 1970s
onwards, and while this migration continues at present, labour migration has also become
gradually more important again since the mid-1990s. The first of several institutional
changes involved Sweden becoming a member of the EES in 1994 and EU in 1995, leading
to increased migration from other EU countries to Sweden (especially Germany, the
Netherlands and the United Kingdom). Moreover, a second step was the enlargement of EU
in 2004, with Sweden the only country not to have introduced any transitional rules when
EU gained new member states from 1 May 2004 (Ireland and the United Kingdom
introduced only minor ones).* The third step was the enlargement of EU from 1 January
2007, with some people worrying about the effects of the EU labour market enlargement on
public finances. The concept of “social tourism” was launched in the debate regarding the
2004 enlargement, before the decision was taken by the Riksdag (the Swedish Parliament)
that no transitional rules should be introduced. However, studies showed that the “social

tourists” did not arrive, and few of the new immigrants received income transfers. These

’See Pedersen, Rged and Wadensjo (2008) for a study of the first 50 years of the Common Nordic Labour
Market.

*See Doyle, Hughes and Wadensjo (2006) for the political process leading to the decision of no transitional
rules.



results probably contributed to a more positive attitude towards labour migration in
Sweden. The same decision, namely no transitional rules, was taken when Bulgaria and

Romania became members of EU from 1 January 2007.

A fourth step to a more open labour market in Sweden followed a governmental report,
with a new policy regarding labour immigration from countries outside the EEA was
decided on by the Riksdag in November 2008. Labour immigration from countries outside
the EES was deregulated from 15 December 2008, and the only requirement for a work
permit was a job offer with either a wage according to a collective agreement or on the
same level as collective agreements in the industry. Unions are asked to provide their view
about the working conditions, including the wage bid, before the Swedish Migration
Authority decides whether to grant a work permit, but the unions cannot block the
Authority’s decision. This differs from the procedure during the period of mass labour
immigration in the 1960s, when the unions had a veto right (yet was seldom used until the
late-1960s). While a considerable expansion of labour immigration from outside EU was
expected, the recession that started in the autumn of 2008 probably lead to a smaller
immigration flow than would have otherwise occurred. Nonetheless, more than 10,000
work permits were granted per year during 2009-2012, while 16,543 work permits were
granted in 2012. Two types of work permits dominate: highly skilled (IT-specialists,
engineers, technicians, etc.), many of them from India and China, and unskilled workers,
mainly from different Asian countries, but also Ukraine (typically for seasonal work in
agriculture). We will return to the economic crisis and its effects on migration later in this

chapter.



2. The development of labour migration from the new EU member countries

after 2004°

The development of immigration from the twelve new member states is shown in table
1,° highlighting that migration from most of the EU10 countries increased from 2004
onwards. The exceptions are the two Mediterranean countries of Cyprus and Malta, with
very low emigration to Sweden both before and after 1 May 2004. The immigration from
EU10 to Sweden is dominated by migration from Poland, while the Baltic States and
Hungary are the other most important countries of origin. Many immigrants from Estonia,
Hungary and Poland had already migrated to and lived in Sweden prior to 2004, with most
of them having arrived as refugees. Indeed, the earlier migrants may have contributed to

many new migrants arriving from those countries, in a network effect.

The crisis that started in 2008 was followed by a decline in immigration from Poland,
but the immigration from the Baltic States increased. The unemployment increased much
more in those countries than in Sweden, and there were still job vacancies in Sweden, and

particularly in the Stockholm area.

Even if migration from the EU10 countries increased from 2004 onwards, the migration
from those countries to Ireland and the UK, the other two countries which in practice had
no transitional rules, was much larger. Reasons for this might be that those emigrating from
EU10 countries were fluent in English to some degree, as well as a higher demand for

labour in those countries, especially in low-wage sectors. The unions in Sweden have

> The information in this paper is updated with four years compared to Gerdes and Wadensjo (2008, 2009).
®ltis possible to present information on the migration flows according to country of birth, country of
citizenship or country of arrival and departure. The tables presented here are based on country of birth. The
differences between the different legal statuses are small. One example: The number of immigrants born in
Poland was 4500 in 2011 and the number of immigrants with Polish citizenship was 4403 the same year. The
corresponding numbers for emigration were 1530 for Polish born and 1395 Polish citizens.



successfully implemented a high minimum wage according to agreements leading to an
elimination of low wage jobs. It should be mentioned that migration also increased from
those countries to those with transitional rules, such as Denmark and Germany, and also to

Norway, which is a member of EES (even if not of the EU).

Immigration from Bulgaria and Romania increased between 2006 and 2007 following
their entrance as members of the EU, although the increase was not very large. Migration
declined in 2008 and 2009 and continued at a lower level than in 2007 in both 2010 and
2011. The drop in migration between 2007 and 2008 is most likely a result of the 2008
economic crisis, yet it may be partly a result of a number of immigrants who had already
been in Sweden for some time choosing to register as living there in 2007, when they were

able to receive a permit due to the EU enlargement.



Table 1. Immigration to Sweden of people born in the new EU countries 2000-2011
Country Year
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2007 2008 | 2009 | 2010 | 2011
Cyprus Men 9 4 10 11 13 9 25 23 31 14 13 24
Women | 1 3 10 |7 10 |5 11 21 18 9 13 14
CzechR. | Men 34 |38 |58 |50 47 |55 85 109 166 | 101 |83 101
Women |45 |47 |47 |46 52 |55 83 98 112 |89 |80 93
Estonia | Men 80 |78 |101 |76 151 | 147 | 173 179 179 | 285 | 286 | 249
Women | 194 | 204 | 218 | 215 | 246 | 247 | 246 262 219 [279 |226 | 279
Hungary | Men 73 |87 |111 |75 97 |125 | 255 423 567 | 470 | 435 | 390
Women |96 | 108 | 134 | 118 | 149 | 167 | 232 361 432 | 417 | 345 | 328
Latvia Men 47 |59 |53 |48 61 |93 149 128 164 | 423 |386 |377
Women | 118 | 100 | 114 | 114 [136 | 139 | 210 198 221 [ 475 | 373 | 410
Lithuania | Men 47 |71 |74 |63 177 [332 | 419 470 452 | 643 | 747 | 705
Women |89 |136 |170 | 154 | 250 | 327 | 430 403 411 |515 |600 621
Malta Men 3 4 5 3 2 2 7 5 7 8 8 10
Women | 0 3 3 2 4 4 4 2 2 11 7 6
Poland Men 287 | 369 | 468 |445 | 1155|1799 | 3464 | 4273 | 3881 | 2808 | 2548 | 2435
Women | 471 | 561 | 727 | 698 |1397 | 1726 | 2978 | 3344 | 3210 | 2453 | 1969 | 2065
Slovakia | Men 24 25 36 16 37 34 49 90 107 107 | 138 91
Women | 34 24 35 30 69 58 88 74 94 114 | 99 62
Slovenia | Men 10 7 4 10 10 15 21 23 39 31 22 37
Women | 8 20 10 10 14 15 24 30 21 18 18 25
Bulgaria | Men 65 |67 |69 |77 56 |52 60 662 546 [394 [339 |301
Women | 75 74 102 | 104 83 62 77 409 323 306 | 252 254
Romania | Men 126 [ 129 | 150 [142 |126 | 154 | 172 1511 | 1441 | 1004 | 963 | 1096
Women | 217 | 213 [ 262 | 241 [209 |261 | 250 1121 | 1154 | 872 |817 |874
Source: Statistics Sweden.

The corresponding figures for emigration from Sweden are presented in table 2.

Emigration is much smaller than immigration, although it increased over time, mainly as a

result of a larger immigrant population. Many do not deregister when they leave Sweden

with the intention of later returning, in order to avoid unnecessary complications when

registering anew. This means that emigration is underestimated (and/or the registration of

emigration is delayed) and the immigrant population is thus overestimated. Interestingly,

Polish migration to Sweden exhibits a rather positive selectivity index, meaning that among

the other receiving countries migrants from Poland to Sweden were relatively likely to

return to Poland. See Chapter on Poland, THIS VOLUME.




It is also important to acknowledge when studying the statistics that a person should
only be registered as an immigrant if the intention is to stay for at least one year. This
means that those coming as seasonal workers or for shorter work periods are not included
in the population statistics. People come to Sweden for shorter stays for various reasons; for
instance, a person who stays in Sweden for a period of less than six months only has to pay
income tax at a low rate in Sweden. Rather, they have to pay income taxes in the home
country, which in most cases means a lower combined tax rate. This clearly provides an
incentive for those immigrating for work spells in Sweden of less than six months (less than

180 days).

A rather common phenomenon is the employment of so-called posted workers, who
work in Sweden yet are employed by an employer in another country, often one of the new

EU member countries.” This is more common in some other countries such as Norway.

7 See OECD (2011).



Table 2. Emigration from Sweden of people born in the new EU countries 2000-2011

Country Year
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2007 2008 2009 | 2010 | 2011
Cyprus Men 19 12 12 14 10 12 11 15 6 10 6 12
Women | 6 2 3 8 5 6 7 8 2 2 7 4
CzechR. | Men 7 8 15 18 31 29 27 33 41 20 22 75
Women | 8 14 17 17 23 26 24 32 29 23 29 31
Estonia Men 23 31 27 36 50 54 49 56 73 49 95 87
Women | 27 34 45 39 58 70 76 95 64 52 82 102
Hungary | Men 89 55 74 66 84 88 93 114 128 115 181 216
Women | 66 67 74 81 81 79 84 100 97 84 151 167
Latvia Men 10 27 20 21 19 22 29 46 47 46 65 61
Women | 10 18 16 24 23 22 33 63 55 27 79 64
Lithuania | Men 8 30 12 19 26 20 41 63 91 72 102 119
Women | 7 13 3 28 29 16 49 58 60 49 70 96
Malta Men 0 1 1 4 1 1 4 3 2 2 8 6
Women | 2 3 2 0 0 2 7 1 2 2 2 5

Poland Men 100 | 117 | 103 | 131 | 159 | 182 | 245 454 637 731 842 | 946

Women | 143 | 143 | 148 | 200 | 192 | 252 | 322 385 472 482 589 | 584

Slovakia | Men 1 7 4 5 9 8 14 12 32 33 45 56
Women | 0 8 5 6 10 12 17 26 30 34 37 48
Slovenia | Men 2 2 2 6 3 4 8 4 8 7 10 19
Women | 3 4 2 1 3 7 7 9 7 13 9 6
Bulgaria | Men 19 20 19 32 23 18 32 47 96 100 100 135
Women | 19 18 12 34 24 16 28 48 64 53 70 89
Romania | Men 42 41 53 51 65 59 87 146 225 354 290 388
Women | 44 55 66 69 61 59 89 96 160 251 208 247

Source: Statistics Sweden.

Immigration numbers larger than emigration leads to an increased immigrant
population. As shown in table 3, many immigrants from the new EU-member states already
lived in Sweden prior to the EU enlargement in 2004, mainly due to earlier refugee flows
from Estonia (in the 1940s), Hungary (in the 1950s) and Poland (in the 1960s and 1980s).
Many refugees also arrived from Czechoslovakia in the 1960s, although given that it has
not been possible to divide those immigrants between the Czech Republic and Slovakia
they are not included in the table. Those who were born in Poland represent the largest
group of foreign born from a EU12-country. Poland is the only EU12 country among the
top ten countries of origin in Sweden (Poland is number three after Finland and Iraqg).

Second most highest number of persons from EU12 countries that arrived in Sweden come
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from Romania, with numbers of Romanians in Sweden stable up to 2007, before gradually

increasing after Romania became an EU member in 2007.

Table 3. Immigrants living in Sweden who were born in one of the new EU countries
2000-2011

Country Year
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
Cyprus Men 285 276 274 269 270 267 278 285 309 311 316 326
Women | 168 169 175 174 179 177 181 193 209 216 222 232
CzechR. | Men 110 141 184 217 234 260 317 393 517 578 623 647
Women | 211 243 275 305 335 362 419 487 570 621 651 714
Estonia Men 4417 | 4310 | 4240 | 4130 | 4065 | 4014 | 3979 | 3938 | 3904 | 4012 | 4062 | 4082
Women | 5836 | 5842 | 5839 | 5834 | 5855 | 5856 | 5841 | 5862 | 5859 | 5930 | 5948 | 6250
Hungary | Men 7192 | 7126 | 7052 | 6947 | 6833 | 6757 | 6798 | 6979 | 7303 | 7545 | 7656 | 7705
Women | 6935 | 6901 | 6882 | 6847 | 6839 | 6843 | 6913 | 7078 | 7321 | 7574 | 7683 | 7736
Latvia Men 930 928 930 933 951 991 1085 | 1146 | 1235 | 1588 | 1890 | 2181
Women | 1375 | 1421 | 1491 | 1549 | 1630 | 1724 | 1869 | 1976 | 2109 | 2528 | 2796 | 3123
Lithuania | Men 319 356 417 456 600 912 1290 | 1696 | 2058 | 2626 | 3268 | 3849
Women | 466 583 753 878 1094 | 1403 | 1782 | 2129 | 3479 | 2946 | 3467 | 3987
Malta Men 46 49 53 52 53 54 57 59 64 70 70 74
Women | 41 41 42 44 48 50 47 47 47 56 60 61
Poland Men 13814 | 13951 | 14170 | 14354 | 15227 | 16698 | 19788 | 23472 | 26588 | 28532 | 30094 | 31449
Women | 26309 | 26555 | 26949 | 27254 | 28245 | 29505 | 31955 | 34708 | 37234 | 38986 | 40159 | 41416
Slovakia | Men 84 101 132 143 171 197 233 310 384 458 551 587
Women | 159 175 206 231 292 339 411 457 520 600 662 675
Slovenia | Men 368 383 386 393 405 421 438 456 486 505 517 533
Women | 315 343 357 372 387 400 419 439 452 457 466 486
Bulgaria | Men 1674 | 1718 | 1756 | 1794 | 1817 | 1838 | 1860 | 2466 | 2915 | 3209 | 3447 | 3597
Women | 1834 | 1887 | 1968 | 2031 | 2084 | 2124 | 2161 | 2515 | 2771 | 3022 | 3205 | 3365
Romania | Men 5359 | 5418 | 5486 | 5532 | 5556 | 5607 | 5655 | 6979 | 8171 | 8776 | 9415 | 10104
Women | 6417 | 6536 | 6686 | 6811 | 6980 | 7141 | 7255 | 8235 | 9181 | 9756 | 10326 | 10912

Source: Statistics Sweden.

The decline in the first years after the enlargement and subsequent slow growth of
the number of people born in Estonia in spite of the rather large emigration from this
country to Sweden is due to the refugees who arrived in Sweden at the end of WW2 now

being old, and therefore the mortality is high.
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Most of the migrants coming from the EU12 countries are in their twenties, with
many arriving just after completing secondary or tertiary education. This means that the
new migrants from those countries who are employed on average have a rather high
education, higher than that of the employed who were born in Sweden. The migrants from
the Baltic States more commonly have a higher education compared to most other groups in

the Swedish labour market (see table 4 for details).

Only a few natives and immigrants have a very low education, i.e. primary school
less than nine years. Nine (or ten) years of education as the highest level is more common
among natives than immigrants, which is explained by differences in the age distribution
(i.e. natives are older). On the other hand, immigrants more commonly have higher

education.

Note that information on education is missing for a larger share of immigrants than
for natives, particularly in respect of those who have only been in Sweden a short time. It
takes some time for Statistics Sweden to gain information on education from the
immigrants. Statistics Sweden sends out a schedule to all new immigrants asking questions
regarding their education once a year, but not all answer and return the schedule.
Information on education received by various authorities such as the Labour Market
Administration are sent to Statistics Sweden, and thus the missing information share is
gradually reduced; however, there remains a problem with data availability on education,

especially regarding those who have recently arrived in Sweden.
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Table 4. Distribution of people born in one of the new member states and Sweden
according to education in 2010; per cent; only those employed included

Country Education
1 2 3 4 5 6 9 All

Cyprus 2 6 40 6 35 3 9 100
Czech R. 1 2 21 5 45 6 17 100
Estonia 1 5 30 7 45 3 10 100
Hungary 2 4 43 6 38 3 4 100
Latvia 1 5 25 6 46 3 15 100
Lithuania 1 5 24 5 41 3 20 100
Malta 8 10 42 8 28 2 2 100
Poland 2 4 42 5 34 2 10 100
Slovakia 2 2 26 3 46 10 11 100
Slovenia 5 8 48 7 26 1 3 100
Bulgaria 4 4 37 4 40 3 8 100
Romania 2 5 39 6 41 3 5 100
EU12 2 4 40 5 37 2 9 100
Sweden 2 9 51 7 31 1 1 100

Notes: Educational classification; 1 primary school less than 9 years, 2 primary school 9(10) years, 3
secondary school, 4 higher education less than two years, 5 higher education two years or more, 6 post-
graduate education, 9 missing information.

Source: SIEPS database.

3. The labour market situation of labour migrants from the new EU-member countries

The data on employment rates for immigrants is somewhat misleading given that many
of those who have emigrated from Sweden are still registered as living there, as can be
identified by the fact that many of those who are not employed and do not receive a labour
income also do not receive any form of transfer income.? Accordingly, using register data
on employment leads to an underestimation of the employment rate. Therefore, here we

only provide information on the labour market situation of those who are employed.

The working hours are more or less the same for natives and those born in EU10-

countries; 140.2 hours per month for natives and 138.1 for those born in EU12 countries.

¥ Some may live in Sweden and work in non-registered employment, but the number of persons for which
information on both employment and income transfers is missing is too large for this to be the main
explanation.



13

While there are some problems in the statistics regarding the number of hours worked at
full time, such problems should be more or less the same for all groups. Men work more
hours on average than women, although this difference is not very large, indicating that
even if part-time work is more common among women than men, women are most often
working long part-time. The hours worked are 146.1 hours for native men per month and
145.1 for EU12-born men, as well as 135.7 hours for native born women and 134.8 hours

for EU12-born women.

Table 5 shows that monthly wages of full-time work are more or less the same for
immigrants and natives. As previously mentioned, those born in EU12 countries are more
educated than those born in Sweden. Estimations of Mincer wage equations (with age,
gender, country of birth and education as explanatory variables) show that the immigrants
have slightly lower wages than natives, albeit with rather small differences. For all EU12
countries taken together, the wage is 5.7 per cent lower for men and 6.3 per cent lower for
women in 2010 for whose who have arrived 2000-2010, when controlling for age and
education. If dummies are included for each country, we find that the estimates differ
between countries. For men, the largest negative effects in 2010 are found for Romania and
Bulgaria (10.5 and 11.5 per cent respectively), and for Lithuania (10.9 per cent) in the case
of women for all who have migrated from these countries. These wage differences may be
due to over-education or low seniority at the workplace, although it is not possible to

observe this latter aspect in the available data.
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Table 5. Monthly wage (for those working less than full-time the wage is recalculated to
full-time wage) among those born in one of the new member states and Sweden aged 16-64
in 2010; in thousands SEK

Country

Men Women All
Cyprus 35.3 28.9 32.4
Czech R. 33.9 28.9 30.9
Estonia 33.8 255 26.9
Hungary 33.9 28.5 30.6
Latvia 32.9 25.8 27.3
Lithuania 32.0 24.7 26.7
Malta 31.7 25.2 28.2
Poland 31.3 26.0 27.5
Slovakia 36.7 30.1 32.2
Slovenia 27.9 25.2 26.3
Bulgaria 28.8 26.4 27.2
Romania 29.8 26.6 27.7
EU12 314 26.4 27.9
Sweden 31.9 25.9 28.4

Notes: Only those employed are included. There are immigrants who have arrived from the areas of the
present states Estonia, Latvia, Lithuania and Slovenia who are registered as immigrants from Soviet Union
and Yugoslavia. It has not been possible to separate those from others registered as immigrants from Soviet
Union and Yugoslavia.

Source: SIEPS database.

It is perhaps surprising that immigrants from the EU12 countries have more or less
the same distribution across industries as natives (see table 6). The main exception is a
small immigrant overrepresentation in construction and the health sector, as well as an
underrepresentation in public administration. Comparing immigrants from different EU12-
countries,we find that those born in Lithuania and Poland are overrepresented in
construction, while those who were born Lithuania are also much overrepresented in
agriculture (working in the southern part of Sweden). Naturally, there may also be

differences within sectors, which are not possible to detect at this level of aggregation.
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Table 6. Distribution of people born in one of the new member states and Sweden
according to industry in 2010; per cent

Country Industry

0 1 2 3 4 5 6 7 8 9 10 Al
Cyprus 1 0 8 0 3 14 13 15 30 11 6 100
Czech R. 2 4 14 0 5 12 18 11 19 12 3 100
Estonia 1 2 8 0 9 17 19 10 19 11 3 100
Hungary 1 0 13 1 6 17 17 12 22 8 4 100
Latvia 2 6 8 0 11 14 21 8 15 12 3 100
Lithuania 1 1 9 0 18 12 17 6 12 9 2 100
Malta 0 0 20 0 2 13 18 13 10 23 O 100
Poland 1 2 12 0 14 14 18 8 19 8 3 100
Slovakia 1 2 14 0 5 12 13 14 27 10 2 100
Slovenia 1 0 20 0 5 19 19 8 16 7 4 100
Bulgaria 1 1 11 0 6 16 17 11 17 16 3 100
Romania 1 1 18 0 6 15 18 10 20 8 3 100
EU12 1 3 13 0 11 15 18 9 19 9 3 100
Sweden 1 2 14 1 7 19 16 11 16 7 6 100

Note: Industry classification; 0 not classified, 1 agriculture, forestry, fishing, 2 manufacturing, mining, 3
public utilities, 4 construction, 5 trade, communication, 6 financial services, business services, 7 education, 8
health care, 9 personal and cultural services, 10 public administration.

Source: SIEPS database.

4. The effects on the labour market and the public sector in Sweden®

The flow of migrants from the EU12 to Sweden is small compared to the total Swedish
labour market, as well as the total immigration to Sweden. If anything, the effects on wages
and unemployment are thus small for the labour market as a whole. Moreover, meta studies
on the labour market effects of immigration have also shown small or no effects.’® The
increase in labour supply, which should lead to lower wages, is counteracted by immigrants
and natives being complements in the production process, or alternatively by migration-
induced capital formation or capital import. The negative wage effects are most likely
found in parts of the labour market where many migrants are arriving, with those working

there being “locked in” in such labour markets.

’See Wadens;jo et al. (2012) for a discussion of the economic effects of EU12 immigration. For recent
general surveys of the effects of immigration, see Okkerse (2008) and Pekkala Kerr and Kerr (2011).
1% See Longhi et al. (2005a, 2005b, 2008).
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There has been renewed interest in the labour market consequences of immigration in
recent years, with added focus on placing empirical estimates in the context of labour
demand theory and substitutability of types of labour (Card, 2001, 2009; Borjas, 2003;
Borjas et al. 2008; Manacorda et al., 2012; Ottaviano and Peri, 2012). A review of the cited
studies reveals considerable disagreement concerning the magnitudes of key substitution
elasticities and, therefore, the overall economic impact of immigration. Such disagreement
calls for empirical studies of the immigration wage effect that build on transparent and

convincing identification strategies.

Health is one sector to which many foreign born are coming (not only immigrants from
EU12 countries). Of those gaining a license to be a medical doctor in Sweden in recent
years, more than half received their degree outside Sweden. While some of them are
Swedish born individuals who have studied abroad and return after completing their exams,
others are foreign born who became employed in Sweden. One of the larger groups of new
doctors completed their exams in Poland. If the inflow of medical doctors had not taken
place, the wages for doctors would have been higher.'* Moreover, another likely effect
would have been a political decision leading to the faster expansion of the number enrolled
in medicine studies. Medical doctors have the highest wages of all occupational groups in
Sweden, and thus immigration is hardly leading to people leaving this occupation for

others. Furthermore, there is no unemployment among medical doctors in Sweden.

Many migrants also work as nurse aids and in old age care. It is difficult to recruit
native Swedes to such jobs in the sparsely populated northern part of Sweden, while young

people, and especially women, continuing to higher education and leaving for the cities at

" per Lundborg, SULCIS, Stockholm University has a research project on this topic. His preliminary results
are indicating wage effects.


imap://eskil@mbox.su.se:143/fetch%3EUID%3E.INBOX%3E67623#b14
imap://eskil@mbox.su.se:143/fetch%3EUID%3E.INBOX%3E67623#b8
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the same time as the population is ageing in such areas. The solution has been the
recruitment of migrant women into care jobs, who alternatively become self-employed and

offer their services to the municipalities.*?

Migrants from EU12 countries are also overrepresented in construction, while the same
discussion being valid here as for medical doctors. However, the inflow is smaller in this
case compared to the size of the specific labour market, while the outflow to other
occupations is larger and there is some unemployment among construction workers, albeit
not very large (around 4 per cent in September 2012). The low unemployment in this sector
can be partly explained by a relatively new tax deduction scheme (called ROT) when hiring
people for repairing and renovating privately owned dwellings. This has prompted a large
expansion of demand for people able to undertake such work, including those from Poland
and the Baltic states. There have been some conflicts between unions and employers using

posted workers from EU12 countries in this area.™®

Resources are redistributed by the public sector through people paying taxes and
receiving income transfers and public consumption. The income redistribution is mainly
transferred from those of an active age to those who are young or old, from those of an
active age who are employed to those of an active age who are out of work, and from those
with high labour incomes to those with low labour incomes. The migrants from EU12
countries are of active age, are employed (or at least to a low extent receiving income
transfers when out of work), and do not have low incomes on average when employed.
Accordingly, this means that the redistribution is from the labour migrants to the rest of the

population. Prior to the enlargement in 2004, there were worries that the immigrants from

2 see Hedberg and Pettersson (2012).
B There is not any study of the wage effect of immigration for the construction sector in Sweden, but it is
not unlikely that there is a negative wage effect as is found in Norway. See Bratsberg and Raaum (2012)
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EU12 countries would be overrepresented in the income transfer programs; however, this
has not been the case. The migrants have been underrepresented in those programs, which
should not be considered surprising given that there is a waiting period in several of the

programs prior to a person becoming eligible for compensation.

5. The effects of the crisis on migration

The economic crisis that started in 2008 only lasted for a short period in Sweden. The
GDP decline was 0.6 per cent in 2008 and 5.0 per cent in 2009, when the export industry
lost many of its customers and laid off workers or let them work on a short-term basis,
particularly in the western part of the country. However, the economy swiftly recovered
and GDP increased by 6.6 percent in 2010 and 3.9 per cent in 2011, and increased also
2012. Employment has increased during recent years, although the unemployment rate

remains higher than before the crisis started in 2008.

Labour immigration declined somewhat in 2008, but has subsequently increased
slightly. Moreover, other forms of immigration, such as refugee immigration and that of
family members of those already living in Sweden have increased even more. In fact,
Sweden is the European country accepting the most refugees relative to its population

size.*

Immigration from EU12 countries is around the same as before the crisis, but labour
immigration from countries outside the EU has increased. The number of non-EU nationals
gaining a work permit was 16,543 in 2012, compared to 14,722 in 2011 and 13,612 in

2010. The main countries gaining work permits in 2012 were Thailand (5,784, mainly

“ See OECD (2011).
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seasonal workers), India (2,725, IT specialists) and China (888, both skilled and unskilled),
followed by Turkey, Iran, Ukraine, Syria, Pakistan, the United States and Iraq. The current

crisis in Syria has prompted an increase of both its labour migrants and refugees.

6. An evaluation of the experiences of the post-enlargement migration

Sweden is experiencing a period of economic growth at present, even if it is slowing
down due to a decline in demand from other European countries. As long as the Swedish
economy is growing, there will likely be an increased labour migration from the new EU
member states and other countries to Sweden. Politically (in Parliament and also public

opinion), there is a strong support for a labour market open for labour immigrants.

However, some problems related to labour migration have been the focus of political
debate, having already led to some policy changes, and indeed may lead to further changes

of the immigration policy. We will mention here some of these problems.

The working conditions of (summer) seasonal workers from countries outside the
EU/EEA have been much discussed during the last three years. Many did not receive pay
for their work due to bankruptcies, or received only very low pay. This has led to the
regulation for companies from outside the EU/EEA hiring seasonal workers to be registered
in Sweden and having to leave a bank guarantee for their wages. This had prompted an
expansion of companies of the same type, but rather with employees and employers from

EU/EEA countries, and with the same problems as a result.

The conditions of those employed by temporary work agencies in other EU countries,

especially Poland, yet working in Sweden, has also been debated.
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There have been some examples of companies who have two different wage agreements
with the foreign workers they employ: one to show to the Migration Authority to gain the

work permit and a lower one that states the actual pay.

Proposals have been put forward to maintain the present rules yet strengthen the control
of the rules actually being followed. The minister of Immigration stated in Parliament in
February 2013 that he will put forward a proposal to the Parliament to provide the
Migration Authority with more resources and a mandate to control the agreements for
workers coming from outside the EU/EES. It was put forward in April 2014 (Regeringens

Proposition 2013/14: 227). 1t will lead to legal changes valid from autumn 2014.
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Appendix. Data on migration flows — some problems

Knowledge about migration and its effects demands statistical information of a high

quality. However, there are some problems in this respect, as detailed below.

There is underreporting (or late reporting) of the emigration of immigrants, which
leads to the migrant population being overestimated and the employment rates
underestimated. The most common likely explanation for the underreporting of
emigration is a lack of information on how to do it or simply forgetting to do it.

However, there may also be other explanations.

Another problem is that only those staying at least one year (or intending to stay one
year) should be registered in the register of the Swedish population and thereby
included in the statistics. Those who stay for at least three months are registered by
the tax authority and are given a special “coordination number”. When sent to
Statistics Sweden, this information is not combined with information on the country

of origin or citizenship.

Some foreign workers are arriving as tourists and staying in Sweden for less than

three months and thus are not included in any of the registers.

Another group for which we lack information is those who work in Sweden on a

temporary basis for companies based in another EU country.



