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Abstract 

The purpose of this essay is to investigate the effects of the 2015 migration crisis on 

Sweden’s economic growth and GDP per capita levels, along with the general effects of 

migration on economic growth in Sweden and the world. Further the possible effects of an 

employment rate of the migrant labor force equal to that of the native labor force is 

investigated, and the effect this would have on economic growth. This is examined by on one 

hand quantifying the effects by calculating Sweden’s future economic growth for six different 

scenarios with a modified version of the Uzawa-Lucas model, and on the other hand by 

compiling and analyzing previous research on the topic. It is found that Sweden’s anticipated 

GDP per capita is higher than it would have been without the migration crisis, that a higher 

employment rate for migrants could increase the GDP per capita further and that migration 

tends to have a positive effect on economic growth. 

 

 

Definitions 

2015 migration crisis: Despite its name, the crisis is usually defined to have started in 2014. 

Human capital:  A worker’s general skill level 

Origin country: The country migrants leave 

People of migrant background: People born in another country and people born in Sweden 

with two parents born in another country. 

People of Swedish background: People born in Sweden with either one or two parents also 

born in Sweden. 

Receiving country: Country receiving migrants 

R&D: Research and Development 
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1. Introduction 

The main objective of economic growth studies is the development of countries’ output 

levels, measured annually or over longer periods. One of the main questions that the study of 

economic growth aims to answer is “what is the engine of economic growth?”. This essay 

adopts the approach of human capital as the engine of economic growth, by using the Uzawa-

Lucas growth model. Further it is discussed and investigated whether migration could be a 

driver of growth. In 2015, Sweden was hit by the migration crisis. In the political debate the 

negative economic effects of the crisis were frequently discussed. It was from this an interest 

rose to investigate the economic impact of migration. 

 

The purpose of this essay is to investigate the possible effects of the 2015 migration crisis and 

migration generally on Sweden’s future economic growth and GDP per capita levels, more 

specifically from 2020 to 2040. This is examined by estimating outcomes of potential future 

growth for six different scenarios using a modified version of the Uzawa-Lucas model. Since 

the possibilities of investigating the effects of the migration crisis on the economic growth of 

Sweden in the framework of a growth model are limited, more general effects of migration on 

growth in Sweden specifically and internationally will also be taken into consideration. 

Previous research on the relationship between migration and growth is compiled and 

presented. The results show that Sweden’s expected future GDP per capita is higher than if 

the migration crisis had not occurred. Further higher GDP levels would be expected from an 

increased employment rate of the migrant labor force. 

 

The essay will be structured as follows: Firstly, background information of economic growth 

and migration will be introduced separately, followed by previous research on their 

relationship. The next section presents the situation of migration and growth in Sweden 

specifically. Further the theoretical growth model used for calculations is introduced, along 

with its modifications. In the section of simulations, the six simulated scenarios are defined 

and explained. The following section presents the results of the simulations. Thereafter the 

results are discussed and lastly, the content of the paper is concluded. 
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2. Background 

2.1 Economic growth 

The study of economic growth has been an important part of the study of economics since the 

1980s (Jones 2013). It mainly concerns the development of countries’ output levels and 

growth, primarily and most commonly measured by GDP per capita annually or over longer 

periods. “Growth” as a concept refers to the pace at which the GDP level is increasing, and 

not the actual level. However, the study of economic growth refers to studies of both growth 

rates and GDP levels, despite its name. This essay will focus on the investigation of what 

drives economic growth and examine the role of migration in relation to this. In the study of 

economic growth, a long-term perspective is generally applied. The annual economic growth 

is thought to be affected by for example the state of the economic cycle, which can fluctuate 

from year to year, while the long-term growth path is not (Hansson, 2020). Therefore, 

applying a long-term perspective is appropriate when studying economic growth. 

2.1.1 Growth models and drivers of economic growth 

Growth models are used to describe what impacts economic growth, to what extent and how 

the determining factors relate to one another. It is widely debated what is the actual engine of 

economic growth (p.100 Jones 2013). There are a great number of growth models but not a 

consensus of which ones best describe reality, and thereby neither of what actually drives 

economic growth. However, some common features of most growth models exist; that capital 

accumulation and population growth affects economic growth, and that technological 

progress drives economic growth (p.257-258 Jones 2013) However the conceptions of what 

actually generates technological progress vary, whether it is mainly entrepreneurship and 

innovation, education, capital accumulation or something different. Most recent studies on 

economic growth indicate that human capital and its accumulation has a positive effect on 

growth, see for instance (p.5 Arnold 2007).  

2.1.1.2 Steady state 

An important part of the study of economic growth is the study of steady state, a level at 

which the economy grows at a constant rate. It seems that countries are generally on their 
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way towards their own steady state growth rate. The further away an economy is from its 

steady state, the higher the expected growth rate (p.69 Jones 2013).  

2.1.2 Endogenous and exogenous economic growth 

In exogenous growth models, changes of government policies cannot have permanent effects 

on the growth rate of the economy. Policy changes are instead believed to have so-called 

level effects, meaning that the growth rate rises temporarily, as the economy rises to a higher 

GDP level, but at some point returns to its initial level, at which the GDP grows at the same 

pace as before the policy reform. Endogenous growth models entail that the same policy 

reforms could affect the growth rate permanently and have a so-called growth effect, 

implying a sustained increased growth level, at which GDP grows faster than before the 

reform (p.216 Jones 2013).  

2.2 Migration 

In a report from UNECE from 2005, migration is defined as follows: “...the movement of a 

person or group of persons from one geographical unit to another across an administrative or 

political border, and wishing to settle permanently or temporarily in a place other than their 

place of origin.” (Bauer 2005). The report further defines that migration within a region is 

commonly called internal migration, whereas migration crossing international borders is 

called international migration. It also differs between the country of origin and the receiving 

country (Bauer 2005). In this essay, solely international migration and its effects on a 

receiving country will be studied. 

2.2.1 Reasons for migration 

The most important reason to accept migration is the humanitarian, which could regard 

family reunification, political asylum etc (Bauer 2005). This essay does in no way declare 

that migration should be seen as a solution to economic problems, or a purely economic 

matter. It simply aims to analyze and broaden the view of the economic effects of migration, 

and in no way claims that they are what is most important, nor that they should be considered 

in political decision making. 
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2.2.2 General trends of migration 

In 2019, the UN estimated that 272 million people worldwide live in a country other than 

their countries of birth. This corresponds to 3.5% of the world’s population and has increased 

significantly over the past five decades (p2 IOM 2020). The same study states that 74% of 

international migrants were of working age, and that 61% of the migrants were hosted in 

Europe or Asia (p.21-24 IOM 2020). A trend that has arisen in recent years is the increased 

migration of high-skilled workers, along with increased demand of highly skilled workers 

around the world, especially in highly developed countries (p.126 Bauer 2005). 

2.3 Migration and growth 

Since migration most certainly affects the population size, labor force size, human capital 

accumulation and capital accumulation of a receiving country, it is highly interesting to 

investigate the connection between migration and economic growth. In the next section the 

effects of migration on these variables will be explored. Migration, and in particular large 

migration waves, can result in large transformations of society and possibly affect economic 

growth further than what is analyzed in this essay. 
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3. Previous research 

The worldwide trend of increased migration has, presumably, caused the expansion of the 

studies of migration’s effects on economic growth seen in recent years. The impact of 

migration on economic growth is currently widely researched. A report from the IMF 

published in 2020 states that migration raises the world GDP (p.79 Engler 2020). The report 

further presents a large positive impact of immigration on income per capita long term, for 

countries of all development levels (p.91 Engler 2020). Most research seems to confirm this 

positive impact of migration on the receiving country. 

3.1 Labor force and population 

The most obvious impact of migration on the receiving country is the addition to the 

population, and thereby to the labor force. Further it is found that immigrants in advanced 

economies increase the country’s output and productivity, and that natives’ per capita income 

tend to rise from immigration (p.79 Engler 2020). Immigrant and native workers contribute 

with different sets of skills to the labor market that can complement each other, and thereby 

increase productivity. That migration has a positive impact on productivity in receiving 

countries is an important empirical finding and an outcome that many studies conclude. 

These studies further emphasize the importance of complementarity between natives and 

migrants for productivity to increase (p.90 Engler 2020).  

 

An article from OECD from 2014 states that employment is the most important determinant 

of migrants’ contribution to the economy (p.1 OECD 2014). The article then declares the 

following: “Raising immigrants’ employment rate to that of the native-born would entail 

substantial fiscal gains in many European OECD countries, in particular in Belgium, France 

and Sweden, which would see a budget impact of more than 0.5% of GDP.” (p.3 OECD 

2014). This emphasizes the importance of migrants’ employment rate for the economic 

growth of the receiving country. 

3.1.1 Age distribution 

The population in many European countries and advanced economies is rapidly ageing, 

putting high pressure on social security systems (p.111 Bauer 2005, p.94 Engler 2020). This 

is a result of emerging problems of low fertility rates and increasing life expectancy. A 
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decline of the working age population this severe could cause big economic problems, 

especially for a sustained future economic growth (s.119 Bauer 2005) In contrast, developing 

and emerging economies’ population growth is continuously high (p.94-95 Engler 2020).  

Further migrants are usually younger and to a larger extent economically active than natives 

(p.4 OECD 2014). This suggests that migrants could be an important contribution to the labor 

forces of advanced economies, and thereby to sustaining these economies’ future economic 

growth. 

3.1.2 Distributional effects 

Distributional effects is one of the main concerns of migration for the receiving countries. 

Natives whose skills are complementary to those of migrants can expect gains from migrants 

arriving, however those whose skills are similar to those of migrants can expect higher 

competition on the labor market. These distributional effects give rise to resistance against 

migration. The IMF points out that adequate policies can distribute the large positive effects 

from migration so that it benefits as many as possible (p.79 Engler 2020). Apart from 

increased competition on the labor market, product and labor demand tend to be positively 

affected by migration. This makes it possible that native workers may actually not be 

negatively affected by an increase of migrants in the labor force, even considering 

distributional effects (p.125 Bauer 2005).  

3.1.3 People of migrant background 

An indirect impact of migration on the labor force and human capital springs from the 

children of migrants born in the receiving country. These children are natives of the receiving 

country, but since one or both of their parents are migrants, it could be argued that their 

contribution to the economy should be considered as contribution of the migrant population. 

3.2 Human capital 

A large study of OECD countries shows a small but positive impact of migrants’ human 

capital on economic growth (p.4 OECD 2014). Another study from the IZA concludes the 

same, that migrants’ human capital has a positive effect on economic growth (s.4 Boubtane 

2014). An important distinction is that whereas natives generally accumulate human capital 

in the country in question, migrants arrive with an already obtained level of human capital, 

that was accumulated in another country. This results in “free” human capital that does not 
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result in costs, at least not as large, as for the native population’s human capital accumulation. 

Costs of Swedish courses along with possible complementary Swedish education can arise, 

however these costs are significantly lower than the total costs of a native’s education (p.2 

Edström 2015). An IZA study presents that migration can decrease R&D costs, and thereby 

increase growth (s.5 Boubtane 2014), which is in line with this argument. 

3.2.1 Educational level 

European countries typically have high demands for highly skilled labor, along with supply 

shortages (p.111 Bauer 2005). It is therefore beneficial for these countries that a trend of 

migration of highly skilled workers has emerged worldwide (s.119 Bauer 2005). As 

educational level is a determinator of human capital it can be expected to positively affect the 

output of the economy, and if migrants have a general high education level this implies a 

positive effect of migration on growth. 

3.2.2 Technological progress 

“When migrants move from one country to another, they carry a new range of skills and 

perspectives, which nurture technological innovation and stimulate economic growth.” (p.227 

Bove 2017), and contribute to the human capital accumulation of receiving countries (s.1 

OECD 2014). Studies from the US show that skilled immigrants largely contribute to 

research and innovation, and thereby to technological progress (p.4 OECD 2014). Further, the 

more people in an economy, the more ideas emerge that could possibly result in innovation 

(p.93 Jones 2013). An important contribution of immigrants to the economy is their 

entrepreneurship. A study from OECD from 2010 presents a tendency of immigrants being 

more prone to engage in entrepreneurial activities than natives. The report further presents 

that the share of entrepreneurs in the migrant population is 12.7% compared to the 12% share 

of the native population, as an aggregate for OECD countries (s.13-14 OECD 2010).  
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4. Sweden 

4.1 Sweden’s economic growth 

Sweden has a rather high GDP per capita and has had for many years, currently the 18th 

highest in the world. As for the annual economic growth, that is the GDP per capita growth, 

Sweden has in the last two decades had an average annual growth rate of around 4% (SCB 

2019).  

 

 

Diagram 1 & 2. Sweden’s GDP per capita level in thousands SEK & GDP/capita growth from 1980-2019. 

Source SCB 
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4.2 Migration to Sweden 

Sweden has in recent years experienced increased immigration, not least in connection to the 

2015 migration crisis. The crisis resulted in a large increase of asylum applicants in 2014 and 

2015, as shown in diagram 3. Diagram 4 shows the development of the migrant population of 

Sweden, which has doubled since 2000, from one million to two million. The migrants 

counted into the population are those officially registered in Sweden, with an approved 

residence permit valid for at least one year . Those who are either in the application process 

or in Sweden illegally are not counted into the population, since it is not possible to keep 

statistics of people who are undocumented (SCB 2020). The possible effects of these people 

is important to consider. but not accounted for in this essay. In this section statistics of 

migrants in Sweden is presented specifically, separated into economic growth factors. 

 

 

Diagram 3. Number of asylum applicants in Sweden between 2002-2019. Source: SCB 

Diagram 4. Number of migrants in the Swedish population between 2000-2019. Source: SCB 

4.2.1 Labor force 

As employment was stated to be the most important determinant of migrants’ impact on the 

economy (p.1 OECD 2014), the situation of employment rates is investigated here. Migrants 

have a lower employment rate than natives, presented in table 1 below. As for people of 

migrant background in the labor force, the employment rate of this group is not possible to 

investigate with current existing data, at least to my knowledge. SCB:s statistics of 

employment rates only differ between the groups natives and migrants.  

 



13 

 

Table 1. Employment rates of the labor forces. Source SCB 

 

4.2.1.2 Rejuvenation of the population 

In Sweden there is a significant difference in the age distribution between natives and 

migrants, presented in diagram 5 and 6 below. The current share of the populations of 

working age (16-64) is 58% for natives compared to 78% for migrants. The fertility rate of 

migrants is also considerably higher than that of natives, presented in diagram 7.  

 

 

Diagram 5&6. The 2019 age distribution of the native and migrant population respectively. Source SCB 

 

Diagram 7. Current and predicted fertility rates of the native and migrant population. Source SCB 
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4.2.2 Technological progress  

Considering migrants’ entrepreneurship in Sweden, OECD declares that Sweden is one of the 

countries in which the difference in self-employment between migrants and natives is larger 

than the average for OECD countries. From 1998-2008 the migrant share of entrepreneurs 

has been 10-12% in Sweden, while the native share has been approximately 8.5% (p.28 

OECD 2010). 

4.2.3 Educational level 

A report from 2019 from Jusek concludes that highly educated migrants are to a lower extent 

employed in jobs that match their education level than natives (Jusek 2019). Further a report 

from SACO from 2015 presents detailed statistics of the educational levels of the highly 

educated people in Sweden 2012. It is established that the share of academics with a higher 

education of four years or more, is substantially higher among migrants than natives with 

57% compared to 43% (p.16 Edström 2015). Lastly, considering the share of the population 

working in R&D, diagram 8 illustrates that the share of the migrants population with doctoral 

degrees are about twice as big as the native share. This could be an indication that migrants 

work in R&D to a larger extent than natives. 

 

 

 

Diagram 8. Share of the population with doctoral degrees in Sweden, Source SCB. 
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Considering the educational level of people of migrant background, it seems that their 

enrollment in higher education ratio is higher than that for people of Swedish background, 

see diagram 9. Something supported by extensive empirical evidence is the fact that parental 

education is important for an individual’s educational attainment. “A receiving country which 

manages to attract immigrants with a high education profile will tend to experience well 

integrated and economically successful generations of these immigrants’ children” (p.125 

Bauer 2005). As migrants in Sweden generally have a high educational level, this further 

supports that the children of migrants would enroll in high education to a large extent. 

 

 

Diagram 9. Share of population enrolling in higher education in Sweden. Source SCB 

4.2.4 Capital stock  

If the migration crisis supposedly caused large costs for Sweden, this could be expected to 

have caused a decrease in the capital stock growth since 2014. Looking at diagram 10 we can 

distinguish that this has not been the case. An article from OECD from 2014 also presents 

that migrants “contribute more in taxes and social contributions than they receive in benefits” 

(p.1 OECD 2014). No research that I have come across presents a view in which migration 

should cause a decline of the capital stock growth, nor that natives and migrants contribute to 

the capital stock to different extents.  
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Diagram 10. Annual capital stock growth in Sweden from 2000-2018. Source SCB 
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5. Theoretical model 

To attempt to calculate values of Sweden’s output level and economic growth in the period 

2020-2040, a growth model is introduced. To capture the effects of education levels, it is 

appropriate to use a model including human capital. I decided to use a modified version of 

the Uzawa-Lucas model. This section explains why this model seemed most appropriate for 

the cause, as well as presents the model and its features. 

5.1 Uzawa-Lucas model 

A study for OECD investigates how human capital accumulation affects economic growth, 

and whether this impact is more consistent with the Solow or the Uzawa-Lucas model. This 

study is performed by studying 21 OECD countries the years 1971-2004. The results are 

compatible with an endogenous growth model in which human capital accumulation can have 

a sustained effect on growth, which the Uzawa-Lucas model embodies. The conclusion 

drawn is therefore that the economic growth of these countries is better explained with the 

Uzawa-Lucas model than the Solow model (s.21 Arnold 2007). 

 

The Uzawa-Lucas model is one of the most prominent models of economic growth, and it is 

presented in its original form below. The Uzawa-Lucas model is an endogenous growth 

model that includes the variable human capital, A feature of the model is that an individual’s 

current time allocation between production and human capital accumulation affects their 

level of human capital in future periods. To explain how human capital develops over time, 

the variable ℎ̇ is introduced, the change in h from one period to another (p.17-18 Lucas 1988).  

 

GDP: 

Y=K⍺(uhL)1-⍺ 

 

GDP/capita: 

𝑦 =
𝑌

𝐿
=  

𝐾⍺(𝑢ℎ𝐿)1−⍺

𝐿
 

 

Growth rate: 

gy =
ẏ

𝑦
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Y=GDP 

K=Capital stock 

u=Share of lifetime spent in production 

h=Human capital 

L=Population 

⍺=Capital-labor share of output 

 

Change in human capital: 

ℎ̇ = 𝐵ℎ(1-u)ℎ 

ℎ̇ =Change in human capital 

Bh=Maximal growth rate of human capital 

(1-u)= Share of lifetime spent in education and R&D 

h=Previous value of human capital 

5.2 Modified model 

To enable investigating the effects of the migrant and native labor forces on economic growth 

separately, a possibility for the groups to differ had to be included in the model. When 

researching this, existing models in which the population was split into different groups were 

found, however these were deemed too advanced for the level of this essay. Therefore, I 

together with my mentor decided to use a growth model that I recognize and have studied 

previously but modify it to enable different populations to be included. 

 

The modifications made were the following: the variables inside of the parenthesis (uhL) 

were divided into two groups, natives (1) and migrants (2) to enable these values to differ 

between the groups. As the employment rate is stated as the most important determinant for 

migrants’ contribution to the economy, I found it interesting and reasonable to enable a 

comparison of the employment rates for natives and migrants respectively. So, the variable z, 

the employment rate of the labor force, is added for each group. Further the labor force and 

the population were separated, as the people in the labor force are the main contributors to 

output and most interesting to investigate here. However the GDP per capita level should still 

be calculated using the population size. The modified model is presented below. 
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GDP: 

Y = K⍺(z1u1h1LF1+z2u2h2LF2)1-⍺ 

 

GDP/capita: 

𝑦 =
𝑌

LP
=

K⍺(z1u1h1LF1+z2u2h2LF2)1-⍺

LP

 

 

z=Employment rate 

LF=Labor force 

LP=Population 

5.2.1 Variables 

This section will declare how values of the variables in the model were acquired. Some 

variables could simply be collected from SCB’s data sets, whereas some could not and 

required calculation. 

5.2.1.1 Capital 

The capital stock measures the total value of assets within a country . The previous values of 

the capital stock were collected from the data set “Total assets” from SCB. Future values 

were calculated using a regression of the values from the previous 20 years.  

5.2.1.2 Labor force  

The labor force is here considered all those in working age, 16-64. The previous labor force 

sizes were collected from the “Population” data set from SCB. The future labor force sizes of 

natives and migrants were calculated in a few steps. Firstly, the shares of the populations in 

the age 16-64  were calculated as a regression of the current shares and the expected shares in 

2070. These regressions were used to calculate the expected shares for the period 2020-2040, 

and then multiplied by the expected population sizes of the same year. 

5.2.1.3 Population 

The previous values of the population size were collected from SCB. The future values were 

collected from SCBs predictions of Sweden’s future population, their “Population prognosis”. 
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5.2.1.4 Human capital 

ℎ̇ = 𝐵ℎ(1-u)ℎ 

 

Human capital refers to a worker’s general skill level. In this formula for calculating the 

change in human capital, the time devoted to human capital accumulation (1-u) determines 

the change of the human capital level between two periods (p.17-18 Lucas 1988). ℎ̇  is 

calculated as the h-value of the current period minus the value of the previous period. The 

formula also includes the previous value of h which is not previously known, nor possible to 

measure. So we conclude that some original level of h is a prerequisite to calculate future 

values of ℎ̇ and thereby h, this has to be obtained. Since previous values of all other variables 

in the Uzawa-Lucas model are possible to obtain, the previous values of human capital are 

calculated as residuals of the growth formula. The future values are then calculated using 

hn=hn-1+ℎ̇ for year n. 

 

Rearranged growth formula: 

ℎ =
Y

K⍺

(zuL)1-⍺

1
1-⍺-

 

 

These residual values then account for all economic growth that is not explained by K, z, u or 

L. This results in an unsure measure which accuracy can be questioned; that nothing aside 

from these five variables should affect the output level seems unlikely. However, due to the 

absence of a way of measuring human capital this is the method used for this essay.  

5.2.1.4.1 Share of lifetime spent accumulating human capital 

The average share of lifetime spent accumulating human capital, (1-u), is calculated by firstly 

dividing the population into two groups: people that work in R&D and people that do not. 

The share of the labor force in R&D was calculated by dividing the number of people 

working in R&D by the total labor force. An average for the past 10 years was then 

calculated as a constant. Note that it is a share and therefore has an interval of 0-1. 

 

To then calculate the total time spent in education and R&D, the average time (1-u) was 

calculated for the two groups, people that work in R&D and people that do not. To calculate 

the average share of lifetime spent in education, median years of education divided by 
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expected lifetime was used. A regression of previous median years of education, obtained 

from HDI, was used to calculate future median years, these were then divided by expected 

lifetime obtained from SCB, and used as (1-u) for the people not working in R&D. For 

people working in R&D a constant value of 60 years was used, the number of years from that 

an individual enters school at age 5 until the average retirement age of 65, divided by 

expected lifetime. A rate weighted according to the population sizes of the two was then 

calculated. The variable u was then calculated using 1-(1-u). 

5.2.1.4.2 Maximal growth rate of human capital 

The variable B is called delta (𝜹) in Lucas' article, and described as the maximum growth rate 

of human capital (p.19 Lucas 1988). Since ℎ̇/h=gh=B(1-u), the maximum growth rate would 

occur if (1-u) equals 1, and so equal B. The value of B was calculated using the ℎ̇ formula, 

since 1-u, ℎ̇ and h were calculated. This value differed substantially over the years, here an 

average of the values from the past 20 years was calculated to use as the constant B. How this 

value is determined could be questioned. 

 

Maximal growth rate: 

𝐵 =
ḣ

(1 − u)h
= 0,1311 

 

5.2.1.5 Employment rate  

The variable z, the employment rate, is included in the model to represent the share of the 

labor forces that are utilized in each group respectively. The employment rates have not 

changed much over the past ten years and remained exactly the same for both groups for the 

past three years. I decided to assume the rates of the past three years as constant parameters 

for the upcoming twenty years. 

 

z1=0.70  

z2=0.62 

 

5.2.1.6 Capital-labor share of output 
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Alpha (⍺) is a measurement of the capital-labor share of the model. The variable represents a 

rate and therefore has an interval from 0 to 1. However, it is often generalized and set to ⅓ 

(Hansson 2020), an assumption used in this essay. 
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6. Simulations 

In this section six different scenarios with different features are defined and simulated: 

 

1) Anticipated  

2) Without the migration crisis 

3) Employment rate of migrants arriving during the crisis equals that of natives 

4) Migrants spend more time on education and R&D than natives  

5) Without migrants 

6) Employment rate of migrants equals that of natives 

 

Scenario 1,2 and 3 are used to study the effects of the migration crisis on Sweden’s future 

GDP per capita level. Scenario 4, 5 and 6 do not illustrate effects of the migration crisis 

specifically, but of migration in general. 

 

Firstly, some general explanations are in place. It was assumed that the capital per capita 

level should be adjusted to the same for all scenarios, since there is not a way of 

distinguishing values of the different groups’ contributions. Secondly, the previous and future 

human capital levels of migrants and natives are assumed identical in the calculations, except 

from in scenario 4. The values of human capital are calculated as residuals, and to calculate 

separate values of previous human capital levels for natives and migrants is not possible with 

the information at hand. 

6.1 Anticipated 

This scenario is the expected GDP per capita level of Sweden. 

6.2 Without the migration crisis 

This entails the expected output level if no migrants would have arrived in Sweden between 

2014-2017. The number of migrants that were added to the population during these years, 

approximately 340,000, were subtracted from the migrant labor force and the total 

population. Further the capital stock is adapted accordingly so that the value of capital per 

capita is the same as for the “anticipated” scenario. This is an improbable simulation, that no 

migrants at all would come to Sweden if the migration crisis had not occurred. However, it is 
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difficult to distinguish which of the 340,000 habitants Sweden gained those years were 

actually due to the crisis and which were not. I therefore chose to assume the extremity that 

no migrants arrived during these years. 

6.3 Employment rate of migrants arriving during the crisis equals that 

of natives 

In this scenario it is assumed that all migrants who arrived in Sweden between 2014-2017 

have the same employment rate as natives. These people are then subtracted from the migrant 

labor force and added to the native labor force. This scenario represents the potential growth 

Sweden could experience as a result of the migration crisis. 

6.4 Migrants spend more time on education and R&D than natives  

As has been mentioned throughout this essay, it seems that 1) people of migrant background 

enroll in higher education to a larger extent than natives, 2) highly educated migrants are on 

average more highly educated than natives and 3) migrants have doctoral degrees to a larger 

extent than natives. Considering this, it could be possible that migrants on average spend 

more time in education and R&D, and thereby have a higher value of (1-u) than natives. To 

try and simulate this scenario, the (1-u) value of migrants is set slightly higher than that of 

natives. This is done by adding 1 year to migrants’ “median years of schooling” compared to 

natives, and setting the share of the migrant labor force working in R&D to 1.8% compared 

to the native share of 1.67%. 

6.5 Without migrants 

This scenario simulates the expected economic growth in Sweden without any migrants. The 

migrant labor force is removed, and the migrant population is subtracted from the total 

population. The capital stock is also adjusted to the same capital per capita level as for the 

“anticipated” scenario. 
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6.6 Employment rate of migrants equals that of natives 

This scenario illustrates the situation in which the employment rate of migrants was to rise to 

that of natives. In other words, setting z2 to the values of z1, to spot the possible difference in 

growth if the two groups would have the same employment rates. 
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7. Result 

7.1 Future GDP per capita 

 

Diagram 11. Future GDP per capita in SEK for scenario 1-6 
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Diagram 12. Total GDP per capita in SEK for the 2020-2040 period, for scenario 1-6 

 

 

Table 2. GDP per capita in thousands SEK for scenario 1-6 
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7.1.1 Differentials from scenario 1 

 

Table 3. Differentials in SEK between Scenario 1 and scenario 2-6, in GDP and GDP/capita in total for 2020-

2040 and the annual average. 

7.1.2 GDP per capita growth rates 

Calculated according to:  

gy =
ẏ

𝑦
=

(yn-yn-1)

yn-1

 

 

 

 

Diagram 13. Annual growth rates in GDP per capita for scenario 1-6 
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Table 4. Annual GDP per capita growth rates scenario 1-6. 

7.2 Future human capital  

 

Diagram 14. Human capital values: “h original” for both groups in scenario 1,2,3,5,6 and group 1 in scenario 4 

and “h alternative” for group 2 in scenario 4. 
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Table 5. Human capital levels 2020-2040.  
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8. Discussion 

8.1 GDP per capita levels 

First off, the results of the scenarios connected to the migration crisis will be analyzed. The 

“without crisis” scenario would result in a total loss of approximately 154,000 SEK per capita 

compared to the “anticipated” scenario as shown in table 3. Further scenario 3 “employment 

rate of migrants arriving during the crisis equals that of natives” results in a gain of 

approximately 66,000 SEK per capita compared to the “anticipated” scenario. 

 

Secondly the three scenarios not connected to the migration crisis specifically will be 

analyzed. In scenario 4 “migrants spend more time on education and R&D than natives”, the 

total GDP per capita would be 28,000 SEK higher than in the “anticipated” scenario. 

Scenario 5 “without any migrants” results in the huge loss of 254,000 SEK per capita 

compared to the “anticipated” scenario. Lastly scenario 6 “employment rate of migrants 

equals that of natives” entails a huge gain of nearly 350,000 SEK per capita over the 

upcoming 20 years. 

 

Evaluating the overall results, it is possible to detect that in both scenarios with less migration 

than in the “anticipated” scenario, the expected GDP per capita levels are lower. The two 

scenarios with higher employment rates for migrants than the “anticipated” scenario both 

result in higher expected GDP per capita. Lastly the scenario in which migrants spend more 

time accumulating capital than natives result in a higher GDP per capita. 

8.2 GDP per capita growth rate 

As for growth rates, scenario 4 and 5 have higher growth rates than the other scenarios, as 

can be seen in diagram 8. The other scenarios, 1,2,3 and 6 seem to all converge towards 

approximately the same growth rate.  Furthermore, the growth rates are increasing with time 

in all six scenarios, although at a decreasing pace. That scenario 4, in which migrants 

accumulate human capital at a higher rate than natives, induces higher growth is in line with 

the theory that human capital accumulation increases economic growth. That scenario 5 on 

the other hand, the “without migrants” scenario, has the highest expected growth might seem 

out of line with the theories presented. However, considering that the GDP per capita levels 
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for scenario 5 are considerably lower than all other scenarios, it seems reasonable that the 

growth rate could be higher. Possibly the output and growth level of this scenario is further 

away from its steady state than the others, and therefore grows faster in its transition phase. It 

seems unlikely that this growth rate would be this much higher in the longer term. 

 

That the growth rates are all increasing indicate that Sweden is not in its steady state, nor will 

be for the upcoming twenty years. Although, the growth rates seem to be on their way 

towards stagnation as the slopes are levelling out, which could be an indication that at the end 

of the time period Sweden will be close to its steady state for the scenarios respectively. 

Diagram 13 further illustrates increasing growth rates for all scenarios, which illustrates 

either an on-going growth effect in which the growth rate is permanently affected. It could 

also be a long transitional phase of a level effect, proposing that the growth rates would 

eventually go back to their original levels. 

8.3 Human capital 

Diagram 14 shows the development of human capital on one part for both groups in scenario 

1,2,3, 5 and 6 along with group 1 in scenario 4, the orange curve. The blue curve shows the 

development of human capital for group 2 in scenario 4, that is for migrants assuming that 

they spend slightly more time accumulating human capital than natives. This shows that if 

migrants have a higher value of (1-u) than natives, the expected human capital growth and 

thereby economic growth can be expected higher than in the “anticipated” scenario in the 

upcoming 20 years. 

8.4 General reflections 

One thing that should be considered is that the current covid-19 pandemic has not been taken 

into account in these calculations. It is probable that the pandemic will affect the inflow of 

migrants as well as the capital and GDP per capita levels and growth for many years ahead. 

Another thing to take into account is that many assumptions are made in order to enable these 

simulations, and this is possible, even probable, to affect the accuracy of the results. 
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9. Conclusion 

This essay investigates the future economic growth and GDP per capita level of Sweden, and 

how these are expected to be affected by the migration crisis as well as migration in general. 

The majority of previous research concludes that migration has a positive impact on the 

economic growth of the receiving country. It was further concluded that migration seems to 

have positive effects on Sweden’s growth and GDP level more specifically. The size of the 

positive effects is found to depend on the human capital level, employment rate and age 

distribution of migrants.  

 

Previous research finds a significant positive impact of migrants’ human capital on economic 

growth. Sweden seems to mainly receive highly skilled migrants, which is beneficial for 

current and future GDP levels. The fact that many highly educated migrants are unemployed 

results in further loss than that of an average skilled worker, as these individuals carry more 

human capital than the average worker. Technological progress is positively affected by 

migration, not least because of the large share of entrepreneurs in the migrant population. The 

rejuvenation of the population is of utmost importance as Sweden faces a rising problem of 

an ageing native population. The migrant population is both younger and has higher fertility 

rates than natives, suggesting that the migrant population could largely contribute to solving 

future labor force shortages and ease the pressure on social insurance systems. 

 

The problem of distributional effects is a sensitive discussion, in which it is difficult to 

conclude what is right. Most literature and research on the topic states that the economic 

gains of complementarity of the native and migrant labor force innovation should counteract 

the negative distributional effect on natives, and that natives’ output levels actually tend to be 

positively affected by immigration. It is further presented that policies could possibly 

distribute the positive effects accordingly, to counteract distributional effects of migration. 

 

The importance of the employment rate is emphasized, by OECD considered the primary 

determinant of migrants’ contribution to the economy. This is an important find, that seemed 

important to therefore include in the model. A modified version of the Uzawa-Lucas model is 

introduced, featuring a separation of the native and migrant labor force, human capital 

accumulation and employment rates. Using the Uzawa-Lucas model it is presumed that 

human capital accumulation is the engine of economic growth. Further investigating whether 
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migration could be a driver of growth, it seems that it contributes to driving economic 

growth, although it is not claimed to be the main driver of growth.  

 

The fact that people of migrant background are counted towards the group “natives” in the 

calculations implies that the actual effects of migration on Sweden’s economic growth could 

be larger than what is concluded here. Underestimation of the positive impacts of migration 

can also be expected more generally as a result of this group not being included sufficiently 

in statistics. It is found that people of migrant background currently enroll in higher education 

to a larger extent than natives. The impact of this group on the output level would be 

interesting to investigate further, but this was not possible since the data necessary for the 

analysis was not separated between people of Swedish background and people of migrant 

background.  

 

The scenarios with the highest and second highest expected GDP per capita levels were the 

two in which some or all migrants are employed at the same rate as natives, emphasizing the 

importance of migrants’ employment rates on the future GDP per capita. The distinctly lower 

GDP per capita levels in the scenarios with less or no migrants indicate that migration does 

have a positive impact on Sweden’s economic growth. The scenario in which migrants spend 

more time accumulating capital than natives result in a higher growth rate, that could possibly 

be a sustained effect that goes beyond this time period. This scenario assumes current 

employment rates, so if the employment rates were to rise even higher growth and GDP 

levels could be achieved. 

 

I have in this essay presented migration and economic growth as such, the previous research 

of their relationship, used the Uzawa-Lucas model to calculate and quantify effects of the 

migration crisis and migration in general on Sweden’s future economic growth. It is 

concluded that migration seems to have a general positive impact on economic growth of the 

receiving economies, such as Sweden. That the migrants arriving to Sweden are generally 

young and highly educated argues that Sweden surely experiences positive effects of 

migration.  The migration crisis is concluded to expectedly have positive effects on Sweden’s 

future GDP per capita levels. The focus of the economic losses of the migration crisis and of 

migration over all in the political debate seems unjustified in this sense. 
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11. Appendix 

11.1 Capital 
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11.2 Population and labor force  

 

 

 

 

Expected share(1)*Expected population size(1)= Expected labor force(1)= LF1 

Expected share(2)*Expected population size(2)= Expected labor force(2)= LF2 
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11.3 Human capital 

 

 

Past values, calculated as residuals according to: 

ℎ =
Y
K⍺

(zuL)1-⍺

1
1-⍺-

 

 

A combined value of z was calculated: 

𝑧 =
(z1*L1)+(z2*L2)

𝐿
 =  0.69 
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ℎ̇= hn-hn-1 

B=ℎ̇/((1-u)*h) 

B average= 0,1311 

 

Y featured from SCB: 

 

11.3.1 Share of lifetime spent accumulating human capital 

 

(1-u)= ((AEd/AEx)*LX)+((60/AEx)*LR) 

 

AEd=Median years of education year n 

AEx=Life expectancy year n 

LR=Share of labor force in R&D 

LX=Share of labor force not in R&D 

60= Nr of years from school start to average retirement age in Sweden (age 5-65) 
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“original” future values. 
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“alternative” future values. 
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11.4 Employment rate 

 


