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1. Overview of the Research

Immigrations and Public Finances in Finland is a research project consisting of two parts. The
first part, which is presented in summary in this document, focuses on realized, i.e. past, direct
fiscal effects on public finances in Finland. In the second part of the research project, the focus of
research lies in the life cycle effects of immigration, i.e. the direct effects on public finances over
an individual’'s whole life span.

The research is based on Finnish and international academic research tradition in the field (see
Bibliography at the end of this summary text). The most important difference between this and
previous studies in the field is that in this study, immigrants are differentiated extensively. In
other studies, there is either no distinction made between different immigrant groups, or if there
is a distinction, it is made solely between immigrants of Western and non-Western origins. As the
results of this research show, the lack of differentiation between various immigrant groups that is
present in other studies cannot convey the large differences in direct fiscal effects that exist between
different immigrant groups. A second difference, in comparison to other studies in the field, is that
the current research utilizes extensive panel data spanning the period 1995 to 2011.

In this first part of the research project, the primary focus is on the direct fiscal effects to which
working-age populations, i.e. immigrants 20 to 62 years old, have contributed.

2. Definitions

Definitions relevant to the research are presented in depth in the full research report. Briefly, an
immigrant is defined to mean a person who has been born abroad, i.e. not in Finland. Public
finances consist of the finances of the state, and those of municipalities and social security funds.
Immigrants have been divided into groups according to their country of birth and their region of
birth. In the first part of the research, fiscal revenues, expenditures and net effects are presented
separately for persons born in Finland, for the ten largest foreign countries of birth (i.e. ten largest
immigrant groups) and for eight different world regions of birth (see region map at the end of this
summary text).

The above-mentioned ten largest foreign countries of birth are made up of the ten largest immigrant
groups according to their country of birth in Statistics Finland’s FLEED (Finnish Longitudinal
Employer—Employee Data) register database in 2011. These countries are the former Soviet Union,
Sweden, Estonia, the former Yugoslavia, Somalia, China, Traq, Thailand, Turkey and Germany. The
former Yugoslavia is defined to be the country of birth for all individuals who have been born in
any of the states that belonged to the former Yugoslavia, or who were born in the former Yugoslavia
during its existence. The proportion of the working-age population born in the former Yugoslavia
whose native language is Albanian was 60 % in 2011. The total number of people included in the
data for the year 2011 are presented below in Table 1.



Women Men Total

Germany 1862 2% 2438 2% 4300 2%
Turkey 1215 1% 3624 3% 4839 2%
Thailand 4679 5% 519 ~0% 5198 3%
Iraq 2323 2% 4030 4% 6353 3%
China 3502 3% 2856 3% 6358 3%
Somalia 2969 3% 3414 3% 6383 3%
Former Yugoslavia 3091 3% 3833 4% 6924 3%
Estonia 12157 12% 11479 11% 23636 11%
Sweden 12245 12% 13206 13% 25451 12%
Former Soviet Union 28637 28 % 17 461 17 % 46 098 22 %
Other countries 27999 28 % 42252 40% 70251 34 %
All foreign-born 100679 100% 105112 100% 205791 100%
Finland 13795 14283 28078

Table 1. Number of people of working age (20-62 years old) in the ten largest immigrant populations in
Finland, and their proportions with respect to all foreign-born in 2011. Also shown is the sample size of
Finnish-born people used in the study. Source: Statistics Finland (FLEED dataset).

All foreign-born people of working age are also segmented into eight different regions of birth.
These regions of birth are defined as: Eastern Europe and Caucasia, the Western world, the Greater
Middle East, Southeastern Asia, Sub-Saharan Africa, East Asia, South Asia and Latin America and
Other. Table 2 presents the number of foreign-born people of working age in 2011 by region of
birth, and a map depicting the regions of birth can be found at the end of this summary text.

Women Men Total

Latin America and Other 2016 2% 2136 2% 4152 2%
South Asia 2253 2% 4765 5% 7018 3%
East Asia 4404 4% 3354 3% 7758 4%
Sub-Saharan Africa 3002 3% 5736 5% 8738 4%
Southeastern Asia 9290 9% 3553 3% 12843 6%
The Greater Middle East 11106 11% 19861 19% 30967 15%
The Western world 19912 20% 27898 27% 47810 23%
Eastern Europe and Caucasia 48696 48% 37809 36% 86505 42%
All foreign-born 100679 100% 105112 100% 205791 100%
Finland 13795 14283 28078

Table 2. Number of people of working age (20-62 years old) from each region of birth, and their proportions
with respect to all foreign-born in 2011. Also shown is the sample size of Finnish-born people used in the
study. Source: Statistics Finland (FLEED dataset).

The research measures the direct fiscal effects on the personal level. Fiscal effects deriving from
companies and other non-person entities are not included in the research design. Direct fiscal
effects consist of fiscal revenues and fiscal expenditures. Figure 1 below depicts the conceptual
framework of the research. Fiscal expenditures may be either individually or collectively consumed
by individuals. Individually consumed expenditures refer to those services which can be linked to
an individual via information from person-level — more specifically person-period — register data.
Examples of individually consumed fiscal expenditures include publicly-provided current transfers
and social and health services. In the case of collectively consumed fiscal expenditures, it is virtually
impossible to allocate the expenditure to particular individuals. Examples of these services include
defense and public administration. The net fiscal effect is the difference between fiscal revenues
and fiscal expenditures.
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3. The Research Data

The structure of the research data is similar to the data used in other studies in the field. The
research data consists of the following elements:

Current transfers received by individuals.

Direct and indirect taxes and tax-like payments paid by individuals.

Fiscal expenditures consumed individually, such as social and health services, education.
Fiscal expenditures consumed collectively, such as defense.

N e

Individually consumed fiscal expenditures (points 1-3 above) were studied using person-level
databases maintained by Statistics Finland, the National Institute for Health and Welfare (THL) and
the Finnish Immigration Service. Information on unit costs was collected from relevant Finnish
studies, from central government budget proposals, or from Official Statistics of Finland (OSF).
The research data is structured around the FLEED database maintained by Statistics Finland, which
encompasses all foreign-born individuals between the ages of 15 and 70 who have resided in
Finland during the period 1988-2011. Additionally, the data includes a simple random sample of
50,000 Finnish-born individuals between the ages of 15 to 70 who resided in Finland during the
same time period.

Due to a lack of data, it was not possible to allocate certain individually consumed public
expenditures on an individual level; most importantly, these include a large share of the special
services provided for immigrants by Finnish municipalities.

Fiscal revenues:
—Direct and indirect taxes paid by individual
—Tax-like payments paid by individual

—Fines paid by individual

PUBLIC FINANCES:
—State
—Municipalities
—Social security funds

INDIVIDUAL

Fiscal expenditures:
— Current transfers to individual

— Services provided for individual

— Education provided for individual
—Expenses from criminal punishments

Figure 1. The research design. Fiscal revenues and expenditures.
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4. Results

Some of the key results of the research are presented below. The results are presented more
extensively and more specifically, e.g. by age group, gender, and length of residence, in the full-
text, Finnish-language version. The results presented below show average net current transfers and
average net fiscal effects by country of birth and by region of birth in the year 2011. Furthermore,
summary statistics for net fiscal effect distributions are presented as time series for the years 1995-
2011 for those two countries of birth and those two regions of birth that had the most positive and
the most negative average net fiscal effect among the working-age population in 2011.

Net current transfers are made up of differences between taxes and tax-like payments paid to the
government and current transfers that are received by an individual. Based on data presented in
the full report, it can be concluded that the differences and ranks observed between countries and
regions of birth in net current transfers are consistent with the differences and ranks observed when
the data is expanded to consider net fiscal effects. Net fiscal effects are derived from net current
transfers by adding indirect taxes and fines paid (such as criminal fines) to the revenue side, and
expenditures from received social and health services (including education, the justice system,
active labour market policies, and a portion of the reception and integration costs of asylum seekers
and quota refugees) as well as from collectively consumed public services on the expenditure side.

A more thorough explanation of the research methods and the derivation of results from the
research data is presented in the full research report.
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4.1 Countries of Birth (year 2011)
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Figure 2. Net current transfers without indirect taxes by country of birth in 2011. Averages for populations
aged 20-62 years old. For Finland’s average, a 95% confidence interval is presented. Source: Statistics
Finland (Total statistics on income distribution, health insurance transfers and other transfers provided by
The Social Insurance Institution of Finland, FLEED database).

Average net current transfers for working-age populations by country of birth in 2011 are presented
in Figure 2. The average net current transfer for the working-age population born in Finland
was approximately +3,400 euros in 2011. For all foreign-born, the average was close to zero,
approximately +200 euros. Among the ten largest immigrant groups defined by country of birth,
average net current transfers ranged from —7,900 euros for those born in Somalia to +5,100 euros
for those born in Germany. In addition to the average for those born in Germany, the averages for
those born in Estonia, China and Sweden were also above zero in 2011. In addition to the average
for those born in Somalia, the averages for those born in Iraq, the former Yugoslavia, Thailand,
Turkey, and the former Soviet Union were also below zero in 2011.

IMMIGRATIONS AND PUBLIC FINANCES IN FINLAND e PART I: Realized Fiscal Revenues and Expenditures



- Uuuuﬂ

—4000

—6000

—-8000

—-10000

—-12000

e Q& >

& 3 &
AN

N &Q}QQ P <&

?\\\0 Q:\ %0

Figure 3. Net fiscal effects by country of birth in 2011. Averages for populations aged 20-62 years old. For
Finland’s average, a 95% confidence interval is presented. Sources: Statistics Finland (registers), OSF
(statistics), THL (registers and studies), the Finnish Immigration Service (Register of Aliens and statistics),
central government budget proposals (2002-2013), The National Research Institute of Legal Policy (Optula,
2007-2013), Jantti (2009) and the author’s own calculations based on these sources.

Average net fiscal effects for working-age populations by country of birth in 2011 are presented in
Figure 3. Average net fiscal effects ranged from —13,850 euros for those born in Somalia to +2,240
euros for those born in Germany. The average net fiscal effect for the working-age population born
in Finland was approximately +80 euros in 2011 (95% confidence interval, [-173, +339D. For all
foreign-born the average was approximately —3,620 euros.
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Figure 4. Net fiscal effects by country of birth in 2011. Totals for populations aged 20-62 years old, in
millions of euros. Sources: Statistics Finland (registers), OSF (statistics), THL (registers and studies),
the Finnish Immigration Service (Register of Aliens and statistics), central government budget proposals
(2002-2013), The National Research Institute of Legal Policy (Optula, 2007-2013), Jantti (2009) and author’s
own calculations based on these sources.

The total net fiscal effects for working-age populations by country of birth in 2011 are presented
in Figure 4. The totals are calculated as the product of the population’s average net fiscal effect
and the number of observations, so they are affected by both multiplicands. Among the ten largest
immigrant groups defined by country of birth, the total net fiscal effect was the most negative for
those born in the former Soviet Union, approximately —173 million euros in 2011. The total net fiscal
effect for those born in Somalia was approximately —88 million euros, and for those born in Iraq,
approximately —85 million euros in 2011. The total net fiscal effect of the working-age population
was the most positive for those born in Germany, approximately +10 million euros in 2011.
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4.2 Regions of Birth (year 2011)
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Figure 5. Net current transfers without indirect taxes by region of birth in 2011. Averages for populations
aged 20-62 years old. For Finland’s average, a 95% confidence interval is presented. Source: Statistics
Finland (Total statistics on income distribution, health insurance transfers and other transfers provided by
The Social Insurance Institution of Finland, FLEED database).

Average net current transfers for working-age populations by region of birth in 2011 are presented
in Figure 5. The average net current transfer for the working-age population born in Finland
was approximately +3,400 euros in 2011. For all foreign-born the average was close to zero,
approximately +200 euros. The average net current transfer in 2011 for those born in the Western
world was close to that of those born in Finland, approximately +3,300 euros. The averages for
those born in the regions Eastern Europe and Caucasia, and Latin America and Other were positive
but below +500 euros in 2011. The largest negative average net current transfer was among those
who were born in the Greater Middle East, approximately —4,500 euros.
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Figure 6. Net fiscal effects by region of birth in 2011. Averages for populations aged 20-62 years old. For
Finland’s average, a 95% confidence interval is presented. Sources: Statistics Finland (registers), OSF
(statistics), THL (registers and studies), the Finnish Immigration Service (Register of Aliens and statistics),
central government budget proposals (2002-2013), The National Research Institute of Legal Policy (Optula,
2007-2013), Jantti (2009) and the author’s own calculations based on these sources.

Average net fiscal effects for working-age populations by region of birth in 2011 are presented
in Figure 6. Average net fiscal effects ranged from approximately —10,000 euros for those born in
the Greater Middle East, to —150 euros for those born in the Western world. The average net fiscal
effect for the working-age population born in Finland was approximately +80 euros in 2011 (95%
confidence interval, [-173, +339)). For all foreign-born the average was approximately —3,620 euros.
The average for those born in the region Latin America and Other was close to the average for all
foreign-born, approximately —3,670 euros. In addition to those born in the Western world, working-
age populations born in Eastern Europe and Caucasia, East Asia, and South Asia had averages that
were above the average for all foreign-born in 2011.
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Figure 7. Net fiscal effects by region of birth in 2011. Totals for populations 20-62 years old, in millions
of euros. Sources: Statistics Finland (registers), OSF (statistics), THL (registers and studies), the Finnish
Immigration Service (Register of Aliens and statistics), central government budget proposals (2002-2013),
The National Research Institute of Legal Policy (Optula, 2007-2013), Jantti (2009) and the author’s own
calculations based on these sources.

Total net fiscal effects for working-age populations by region of birth in 2011 are presented in
Figure 7. The totals are calculated as the product of the average net fiscal effect for a population
and the number of observations, so they are affected by both multiplicands. Among the immigrant
groups defined by region of birth, the total net fiscal effect was the most negative for those born
in the Greater Middle East, approximately =310 million euros in 2011. The total net fiscal effect for
those born in Eastern Europe and Caucasia was approximately —250 million euros. The foreign-born
working-age population with the least negative total net fiscal effect was those born in the Western
world, at approximately —7 million euros in 2011.
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4.3 Countries and Regions of Birth (years 1995-2011)

The distribution of net fiscal effects as time series are presented below. Results are presented for
those born in Finland, for all foreign-born, for those born in Germany, for those born in Somalia,
for those born in the Western world, and for those born in the Greater Middle East. The results
presented represent the countries and regions of birth with the most positive (Germany, the Western
world) or most negative (Somalia, the Greater Middle East) average net fiscal effects among foreign-
born working-age populations in the year 2011. In the full research report, time series figures are
presented for all of the ten largest countries of birth, as well as for all the regions of birth.

In Figure 8 below, the summary statistics of time series, which are presented in box plot diagrams,
are explained.
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Figure 8. Definitions of the summary statistics in Figure 9.
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Countries of Birth
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Regions of Birth
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Figure 9. Net fiscal effects by country and region of birth in 1995-2011. Summary statistics in euros for po-
pulations aged 20-62 years old. Sources: Statistics Finland (registers), OSF (statistics), THL (registers and
studies), the Finnish Immigration Service (Register of Aliens and statistics), central government budget
proposals (2002-2013), The National Research Institute of Legal Policy (Optula, 2007-2013), Jantti (2009)
and the author’s own calculations based on these sources.
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Figure 10. Division of countries of birth into regions of birth.
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