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Abstract 
 
Labour market integration is an important subject. The purpose of this study is to examine the 

relationship between tourism-specialization and labour market integration and the influence from 

regional differences. This paper is the first to especially focus on the factor tourism-specializations 

relationship with labour market integration. The study is primarily based on theories regarding 

unemployment and tourism and the method that will be used is cross-sectional ordinary least 

squares. The findings show there are regional differences and that tourism-specialization has a 

positive relationship with labour market integration in urban division and not in the rural and semi-

rural divisions. These findings can be used by policymakers in their decisions regarding future 

investments in labour market integration.  
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1. Introduction  

A high number of immigrants is a challenge and a possibility for Sweden. It is harder for 

immigrants than natives to get jobs, there is a significant gap in the level of employment. 

This is a costly challenge in the short-run, however, in the long-run, they can all be employed 

in Sweden's labour force which can be a huge possibility for the economy (Affärsvärlden 

SIX, 2015). The tourism sector can potentially ease the labour integration process in Sweden. 

Tourism is trending upward right now, and the tourism-sector has a larger growth than the 

overall economy, and exports more than both steel and cars industries (Swedish Agency for 

Economic and Regional Growth, 2017).  

The purpose of this thesis is to analyse if tourism has a positive relationship with labour 

market integration in Swedish municipalities. Also, to distinguish between regional 

differences.  

The method that will be used is cross-sectional ordinary least squares while controlling for 

other factors found to influence labour market integration. Our variable of interest is 

Tourism Specialization. Tourism specialization is a measurement of the number of employed 

in tourism sector divided by the total amount of employed in each municipality. A low value 

of specialization indicates a low percentage employed in the tourism sectors in that 

municipality. This thesis will contribute to the literature by investigating the relationship 

between regional tourism-specialization and the level of employment for foreign-born. 

When looking into the factors that may influence immigrants labour integration we found 

that the possibility for employment is highly related to the conditions in the local labour 

market (Bevelander & Lundh 2007). Almstedt, Lundmark & Pettersson (2016) shows that 

tourism-specialized areas are important for the development and economic growth. Share of 

natives employed has a strong relationship with shares of immigrants employed (Åslund & 

Rooth, 2007). Bevelander & Lundh (2007) finds that high educational level on the local 

market has a negative relationship with employment for foreign-born. 

The results of this study are that tourism has a positive relationship with share of immigrants 

employed in urban municipalities. Rural and semi-rural municipalities did not show the same 

pattern.  

The definition of immigrants in this thesis is people that are foreign born, they are seen as a 

homogenous group. 
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The next part gives a background on labour integration and tourism. Section 3, presents the 

literature. Section 4 presents the available data and variables. Section 5 presents the chosen 

empirical model and method. Section 6 presents the empirical findings, lastly the analysis and 

the conclusion are presented in section 7 and 8.  
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2. Background 

More people than ever are forced to flee from conflicts and terror (UNHCR, 2017). Sweden 

has welcomed a high number of immigrants per capita compared to other similar European 

countries like France, UK and Germany (Alder, et al., 2017). The last years much of the 

debate in Sweden regarding the question of immigration has focused on the problems and 

issues that are related to the immigration process (Jerkeman, 2015). Central Bank 

commissioner Henry Ohlsson states that immigration comes with both challenges and 

possibilities, and the main positive effect is immigrants’ contribution to the economic growth 

in Sweden (Affärsvärlden SIX, 2015). There are some news and debate articles that discuss 

how in the short-run, there are difficulties and high costs for receiving immigrant as a host 

country but in the long-run, there can be great benefits (Affärsvärlden SIX, 2015; Boström, 

2016; Jerkeman, 2015). According to the Swedish Institute, one of Sweden most well-known 

and valuable assets is the free and open Swedish society (Boström, 2016). 

Without the immigrants coming to Sweden, there is a risk that Sweden will have a population 

decline (Global Utmaning, 2017). Boström (2016) argues that Sweden needs to increase its 

future labour force to cope with the challenges of maintaining the welfare state. Since 

immigrants have a median age of 27 years, this increase in immigration can potentially be a 

remedy towards the issues of the ageing Swedish population (Jerkeman, 2015). If 

immigration creates more unemployment, this would have a negative impact on economic 

growth, the welfare system and for the individual wellbeing. Many social problems can be 

traced back to unemployment and social gaps in the social environment. (County 

Administrative Board, Uppsala Län, n.d.). Norman Myers, one of the most cited in the field 

of environmental refugees, forecasts that 200 million people have left their homes by 2050, 

due to climate changes (Migrationsinfo.se, 2017). Hence, there are strong incentives for 

Sweden to have an efficient labour market integration. One problem today is that there are 

difficulties for immigrants to enter the Swedish labour market (Affärsvärlden SIX, 2015). In 

late 2017, the unemployment rate for natives was below 4% while for immigrants, it was over 

22% (Swedish Public Employment Service, 2017). 

The Environmental and Rural Development Plan for Sweden 2000 to 2016 provides a view 

on tourism as “a growing branch within the services sector which has increased in economic 

importance. Service is a product which is consumed where it is produced, which means that 

rural tourism could be of increasing significance for the rural economy if it is used in the 
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right way” (Ministry of Agriculture, Food and Fisheries, 2000, p. 228). In the report Fakta 

om Svensk turism 2016 (Facts about Swedish tourism) (Swedish Agency for Economic and 

Regional Growth, 2017) they find that between 2010 and 2016 the total employment in 

Sweden increased with 14%, while the tourism sector increased with 29%. They also find 

that exported tourism grew by 13% in 2016, while total Sweden's export grew by only 2%. 

The value of tourism exports is defined in the report by how much money foreign tourists 

spend in Sweden. The sum of exports from tourism was 120 billion SEK in 2016, comparing 

to iron and steel exports of 51 billion SEK, or the car industry of 64 billion SEK.  

One rural municipality that distinguishes from most of the other rural municipalities in 

Sweden is Åre, which is a small municipality in the northern part of Sweden that has invested 

heavily in the tourism sector. The municipality has about 11,000 residents (Kolada, 2018) but 

it has the construction and capacity of their service sector to receive over 700,000 tourists 

each year (von Sydow, 2007). In 2017, Åre was granted an award GötaPriset, where they 

received the prize for good and successful integration, 85 percent of the newly arrived 

immigrants which came to the municipality during the last two years were employed (Swedish 

Association of Local Authorities and Regions, 2017). However, this might be one of a kind 

when it comes to this success story, we can see the possibilities that lie within a place like 

this, 700,000 tourists can create many jobs for natives, but also for immigrants. This made 

us believe that more rural municipalities can follow Åre's example to use tourism as a way of 

creating more jobs, integrating labour more efficiently, which builds a stronger local 

economy. 

How to define and measure tourism is a broadly discussed topic. We used the same SNI-

2007 sectors as defined by Möller and Amcoff (2018). The tourism sector consists mainly of 

hotels and restaurants, but also different amusement parks activities and ski facilities. The 

SNI-2007 sectors are presented in Appendix 11. They state that there are other sectors 

affected by tourism, but these sectors are believed to have the largest impact on the region. 

To be able to see the regional and market potential differences among the Swedish 

municipalities we had to divide the municipalities. We wanted to see the difference between 

the urban municipalities with growing population, low unemployment and high level of 

education and the rural municipalities with declining population, higher unemployment and 

lower level of education. Since we found a relatively high level of tourism-specialization in 

the most rural and remote municipalities we wanted to distinguish this too. All Swedish 

municipalities are divided into three divisions, rural, semi-rural and urban. Our different 
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divisions are based on the Swedish Agency for Economic and Regional Growth's 6-type 

division of municipalities in Sweden (Swedish Agency for Economic and Regional Growth, 

2018). The first, rural division consists of the rural municipalities very remote and rural municipalities 

remote located. The second, semi-rural division consists of rural municipalities near a larger city and 

dense municipalities remote located. The third, urban division consists of dense municipalities close to 

a larger city and metropolitan municipalities. We chose these divisions to see as many specific 

regional differences as possible without having too few observations left for trustworthy 

regressions. These categories have 60 to 132 observations with the rural category including 

the fewest number of observations. Figure 1 presents the different municipal divisions of the 

Swedish municipalities rural, semi-rural and urban. 

 
Figure 1 Type of municipality 

Source: Compiled by author  
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3. Literature Review  

There are no previous studies that discuss how tourism specialization affects immigrants’ 

employment rate. Therefore, this literary review will connect studies on immigrants with 

studies on tourism.  

Specialization in tourism is good for population growth, economic development and 

employment mainly in rural areas (Möller & Amcoff, 2018). These tourism-specialized areas 

have a demand for young adults (Thulemark, Lundmark & Heldt-Cassel, 2014). It is also 

easier to employ low productive immigrants where the educational level is lower, into these 

tourism-specialized areas (Bevelander & Lundh, 2007). At the same time, Sweden has young 

immigrants (Jerkeman, 2015), with low level of skills and productivity (Alder, et al., 2017). 

3.1 The Risk of Unemployment for Immigrants 

Bevelander & Lundh (2007) finds that immigrants have a higher unemployment rate 

compared to natives no matter if the immigrants are from Europe or not. This is also 

confirmed by several studies as they argue that there is a higher unemployment rate among 

immigrant groups than among the Swedish population (Lundh et al. 2002; Arai & 

Vilhelmsson, 2004; Bengtsson, Lundh & Scott 2005). Åslund & Rooth (2007) finds a clear 

positive relationship between employment rate in a local labour market and employment for 

immigrants. According to Lazaer (1990); Waldinger & Lichter (2003) a higher concentration 

of immigrants can contribute to a more positive relationship with the share of immigrants 

employed mostly through knowledge spillovers and network benefits. For Sweden, Edin, 

Fredriksson & Åslund (2003) verifies the positive relationship as well. There are further 

studies that find a negative relationship between an increase in the share of foreign-born and 

the share of immigrants employed (Borjas, 1998).  

Bevelander & Lundh (2007) provide a comparison between Sweden and the U.S. Both 

countries have large differences in the unemployment rate between natives and immigrants, 

especially within the first years of arrival. In the U.S., immigrants move into employment as 

they find jobs in low wage sectors. However, there is not the same structure of the labour 

market in Sweden and the immigrants cannot move into low wage jobs, therefore the 

difference in the unemployment rate is still present in Sweden after the first initial years and 

not in the U.S. (Bevelander & Lundh, 2007). Lundborg (2013) assets that the employment 

gap gets narrower with time the immigrant has lived in Sweden. When an immigrant has 
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been in the country for 10 years the gap is smaller but there is still a difference that never 

fades. 

3.2 New Rural Economy 

In the rural areas in Sweden and in other countries, there has been a restructuring in the 

labour market as the traditional and primary manufacturing industry and the public sector 

have decreased their level of employment in the rural areas. In many of the rural areas, a 

transformation to more service-based industries has occurred. The layoffs in manufacturing 

occurred due to increased efficiency in production, the effects of globalization should also 

be included, firms move production and manufacturing to other low wage countries 

(Lundmark, 2005). In this new rural economy, tourism is an important part in the 

development and economic growth in these areas, and a way to stop the negative 

development in rural areas with decreasing population and increasing problems with old and 

ageing populations (Almstedt, Lundmark & Pettersson, 2016). 

3.3 Agglomeration Effect in Tourism-Specialized Areas 

Almstedt, Lundmark & Pettersson (2016) finds several articles discussing how the tourism 

sector can change a negative trend of depopulation in rural areas. The tourism sector can 

potentially provide service sector job opportunities. According to Niedomysl (2005), tourism 

might create a demand for in-migrants. Empirics show that hubs specialized in tourism have 

a stronger pattern in population growth when compared to other areas that are not tourism-

specialized (Möller & Amcoff, 2018). Kauppila & Rusanen (2009) finds a population decline 

in municipalities in Finland, known for tourism, while looking at specific resorts, they find 

instead a positive population development. Workers will move to these tourism-concentrated 

areas if the demand for labour is higher than what exists within the area (Monk & Alexander, 

1986; Feng & Page, 2000; Williams & Hall, 2002; Lundmark, 2005). However, there are many 

more factors that we have to take into account that also affects the labour migration (Ullman, 

1954; Walmsley, Epps & Duncan, 1998; Garvill, Malmberg & Westin, 2000; Paniagua, 2002; 

Lundholm et al., 2004). According to Tillberg Mattsson (2004), it might be personal interests, 

activities and social factors. Wikhall (2002) mentions culture as another factor. The level of 

tourism in a region seems to be related with population, we might see an agglomeration effect 

in these areas specialized in tourism, where people might go not only to find pleasure but 

also work. 
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Glaeser (2010) says one of the main factors is the knowledge spillover effect. The 

urbanization trend continues even though the costs of transportation have decreased and 

that new technologies make the spread of information and knowledge easier. A general effect 

from agglomeration is the increase in prices and wages and reflects good economic market 

conditions. Tourists, seasonal workers and entrepreneurs bring positive externalities to these 

tourism regions (Möller, 2012). This according to Brouder (2012) contributes to a more 

innovative climate, which in turn can attract people even more. However, Lundmark (2006) 

finds another issue, the in-migrants are mobile and only 6-8% will stay in the region after 10 

years. 

3.4 Human Capital 

In Sweden and other developed countries, there is a challenge to get low skilled, and low 

productive immigrants into the labour market. The domestic labour market in the new 

country e.g. Sweden has a native population and labour force with high levels of education 

and high levels of labour productivity (Alder, et al., 2017). Bevelander & Lundh (2007) argue 

that the human capital and other individual characteristics have a significant impact on the 

probability of immigrants to be employed and have a successful integration into the Swedish 

labour market. To increase the level of education is according to Larsson (1999); Bevelander 

(2000); Bevelander & Lundh (2007) one of the most important factors regarding human 

capital to get employed in Sweden. Lundborg (2013) finds that immigrants will gain positive 

externalities in human capital simply by being employed. To decrease the gap in employment 

rate between natives and immigrants several articles point out the importance of the host 

country investing in education for the immigrants, with focus on language skills (Chiswick & 

Miller 1994, 1995; Dustman 1994; Lindley 2002; Bevelander & Lundh 2007). This is 

important in the Swedish economy since it has shifted from manufacturing to service-

oriented jobs that require good skills in communication and information processing 

(Bevelander & Lundh, 2007). 

3.5 Importance of Local Labour Market 

Bevelander & Lundh (2007) says that the possibility of getting employed for an immigrant is 

highly affected by the local market conditions. Beaudry & DiNardo (1991) finds that if an 

immigrant is placed in a region with poor labour market conditions, then this immigrant is 

more likely to also be unemployed in the future. Bevelander & Lundh (2007) says that in a 

region with a lower general educational and skill level there is a larger chance for immigrants 
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to get employed in relation to regions with a university. They continued by stating that as the 

size of the labour market increases the chances of employment for immigrants’ increases. 

3.6 Demography 

The service sector is seen as a remedy for the demographical and economic issues. In this 

new rural economy, the tourism industry is globally seen as a solution to many of the 

challenges that the rural areas currently have (Almstedt, Lundmark & Petterson, 2016). 

Lundmark (2006) finds that tourism in rural areas creates a flow of in-migration, while out-

migration is at the same level as before, which made demographical changes to the regions. 

Young natives are leaving the rural areas, while young people move into the rural areas to 

find work in the tourism sector. Sharpley (2002) assets that tourism is usually seen as a way 

to tackle these demographic issues. Thulemark, Lundmark & Heldt-Cassel (2014) also finds 

that young adults might be attracted to move to these tourism areas since there is a demand 

for young adults to get work there. The age structure has an important role in the 

employment rate. According to Lundborg (2013), there is a clear relationship between age 

and employment for both natives and immigrants. Young people have a lower share of 

employment than the elder and the share of employment continues to increase until the age 

of 60. Arai & Vilhelmsson (2004) also states that seniority shows a positive relationship with 

employment. 

3.7 Economic Effects 

A good labour integration is a gain for the host countries’ economy, it has both direct and 

indirect effects on the economy. Alder, et al. (2017) discusses two main areas for indirect 

effects; Firstly comes the aspect of demographical benefits, the immigrants are mostly young 

and in working-age. Second aspect is the upward occupation mobility, meaning that the 

immigrants enter into the lower levels of productivity jobs and pushes the natives that have 

a higher level of education into more productive work. Other benefits of good labour 

integration are supported by Kennan (2012); The Economist (2012); Bratsberg, Raaum & 

Røed (2014). They discuss about how a more liberalization of international immigration 

would boost and increase the total economic output as the immigrants will move to a more 

productive labour market. The authors also state that benefits for the new host country is 

not that clear, and the reality shows that immigrants are overrepresented in receiving social 

benefits from the government. This is in line with the employment gap that we have 

discussed previously in this paper.  
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Due to the high level of social benefits in Sweden to the unemployed, there is a double gain 

of moving them into employment, this will decrease the pressure on the social welfare system 

and the tax revenues will increase when more people are in employment (Bratsberg, Raaum 

& Røed, 2014). Liebig (2007) suggests that municipalities with a lower level of labour 

integration should learn from the municipalities with a higher level of labour integration and 

implement the factors that have a positive effect. 

Müller (2013) states that rural tourism, mainly in the northern parts of Sweden is often 

dominated by nature-based tourism. There are some drawbacks and over-estimations 

pointed out as well about the effects from this kind of tourism on the rural economy. 

According to Hall (2007), the contribution to the economy is low since it is often highly 

seasonal and small-scale businesses. Tourist businesses which have a large impact on the 

local rural economy are mainly ski resorts. On these locations the tourism makes significant 

contributions to the labour market and a positive impact on the population. Other articles 

find the same relation between seasonal jobs and the employment (Tooman, 1997; Tosun, 

2001). However, it has been seen that even though jobs are seasonal, the full-time 

employment has increased in regions specialized in tourism (Getz, 1986).  
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4. Data  

The type of data that are used in this thesis is cross-section data for all the 290 Swedish 

municipalities. Data is from the year 2016 and is provided by Statistic Sweden. The year 2016 

is used hence that is the latest year with complete data available.  

4.1 Variables 

Share of immigrants employed 

This is the dependent variable that we will base our analysis on, this variable represents the 

share of immigrants that are employed in the Swedish municipalities. The variable for each 

municipality is calculated by dividing foreign-born employed age 19-64 with total foreign-

born age 19-64. 

Tourism specialization 

Almstedt, Lundmark & Pettersson (2016) finds that tourism-specialized areas are important 

for the development and economic growth and creates better labour market conditions. 

Thus, we expect tourism specialization to have a positive relationship with share of 

immigrants employed. 

The variable of interest is calculated by dividing the number of employed age +16 years in 

the tourism sector by the total number of employed age 16+ for each municipality. 

Share of natives employed 

Åslund & Rooth (2007) finds a positive relationship between the share of immigrants 

employed and the share of natives employed. Thus, we expect a positive relationship between 

these two variables. 

The variable on employment rate for natives is calculated by employed natives age 19-64 

divided by native population age 19-64. 

Human capital 

Bevelander & Lundh (2007) finds that high educational level on the local market has a 

negative relationship with employment for foreign-born. Thus, we expect human capital to 

have a negative relationship with share of immigrants employed. 

For each municipality, we divided citizens with three or more years of tertiary education age 

20-64 with the total number of citizens in the municipalities age 20-64. 
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Income level 

In the literature, Bevelander & Lundh (2007) states that the possibility of being employed 

for immigrants increases in low skilled sectors. A low income is associable with a low level 

of skill and productivity; thus we expect income level to have a negative relationship with 

share of immigrants employed. 

The variable is median net income for 16 years and older in each municipality. 

Age 

Lundborg (2013) finds a clear relationship between age and employment, young people have 

a lower level of employment while elder has a higher level of employment. Thus, we expect 

age to have a positive relationship with share of immigrants employed since it is a better local 

labour market when more people are employed. 

The variable is the average age in each municipality.  

Share of foreign-born 

Edin, Fredriksson & Åslund (2003) finds a positive relationship between share of foreign-

born and share of immigrants employed in Sweden. We expect this positive relationship 

between these variables. 

The variable is the foreign-born divided by the total population in each municipality. 

4.2 Expected results 

Table 1 presents the expected relationships the independent variables have against share of 

immigrants employed. These relationships are based on the findings of the literary review. 

 

Table  1 Expected signs 

Share of Immigrants Employed Expected sign 

Tourism Specialization + 

Share of Natives Employed + 

Human Capital - 

Income Level - 

Age + 

Share of Foreign-born + 
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4.3 Descriptive statistics 

Table 2 presents descriptive statistics of the data analysed in this thesis. The dependent 

variable, share of immigrants employed had a noticeable spread with a minimum of 33.3% 

(Filipstad) and maximum of 76.6% (Gällivare). This variable has an interesting difference 

between the municipal divisions., rural with 50%, semi-rural with 56% and urban with 60.3%. 

Figure 2 presents the different levels of the share of immigrants employed in Sweden’s 

municipalities. The variable of interest, tourism specialization had a wide spread, from 0.3% 

(Bjurholm) to 20.8% (Malung). With a mean of 3%, we had a skewed distribution with a few 

observations with high values, but most municipalities had a low specialization in tourism. 

This variable had also a significant difference between the municipal divisions. Rural with 

4%, semi-rural with 2.5% and urban with 2.9%. Relatively more people are employed in 

tourism in rural areas. Figure 3 presents the levels of tourism specialization in Sweden’s 

municipalities. 

 

Table  2 Descriptive statistics 

 Mini- 
mum 

Maxi- 
mum 

Mean Mean  
Rural 

Mean Se-
mi-Rural 

Mean  
Urban 

Standard  
Deviation 

Share of Immigrants Employed (%) 33.3 76.6 56.7 50.0 56.0 60.3 9.4 
Tourism Specialization (%) 0.3 20.8 3.0 4.0 2.5 2.9 2.3 

Share of Natives  
Employed (%) 

73.7 90.6 84.2 83.4 84.5 84.3 2.7 

Human Capital (%) 8.7 51.5 17.3 12.6 14.9 21.2 7.0 
Income Level (1000 SEK) 209 343 252 233 248 265 25 

Age 36.5 49.7 43.2 45.6 44.0 41.6 2.6 
Share of Foreign-born (%) 6.3 53.4 17.5 15.6 15.5 19.8 7.4 

N 290 290 290 60 98 132 290 
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Figure 2 Share of immigrants employed 

Source: Compiled by author 

 

Figure 3 Tourism specialization 
Source: Compiled by author 

 

4.4 Correlation 

Table 3 presents the bivariate correlation between the variables, for the three municipal 

divisions. Tourism specialization, share of natives employed follows the expected signs 

against share of immigrants employed. Human capital, income level and share of foreign-

born are not according to their expected signs, and age is different between the divisions. 

Age in rural division is according to the expected sign, but semi-rural division and urban 

division are not according to the expected sign. 

Share of natives employed is highly correlated with share of immigrants employed in all 

divisions. Income level has a high correlation with share of immigrants employed and share 

of natives employed in all the divisions, income level has possible multicollinearity, this will 

be discussed further in the section econometric method.  
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Table  3 Bivatiate Correlation 

Rural S.I.E. T.S. S.N.E. H.C. I.L. Age S.F.B. 

Share of Immigrants Employed 1.00       
Tourism Specialization 0.18 1.00      

Share of Natives Employed 0.62 0.03 1.00     
Human Capital 0.34 0.31 0.30 1.00    

Income Level 0.63 0.08 0.69 0.40 1.00   
Age 0.04 0.06 -0.22 -0.07 -0.29 1.00  

Share of Foreign-born -0.24 -0.39 -0.25 -0.32 -0.28 -0.21 1.00 
 

Semi-rural S.I.E. T.S. S.N.E. H.C. I.L. Age S.F.B. 

Share of Immigrants Employed 1.00       
Tourism Specialization 0.12 1.00      

Share of Natives Employed 0.50 -0.10 1.00     
Human Capital 0.39 0.41 0.32 1.00    

Income Level 0.75 0.13 0.70 0.56 1.00   
Age -0.28 0.25 -0.33 -0.15 -0.41 1.00  

Share of Foreign-born -0.31 -0.03 -0.36 -0.36 -0.37 -0.22 1.00 
 

Urban S.I.E. T.S. S.N.E. H.C. I.L. Age S.F.B. 

Share of Immigrants Employed 1.00       
Tourism Specialization 0.24 1.00      

Share of Natives Employed 0.73 0.06 1.00     
Human Capital 0.59 0.33 0.30 1.00    

Income Level 0.82 0.22 0.75 0.74 1.00   
Age -0.65 -0.21 -0.34 -0.66 -0.58 1.00  

Share of Foreign-born -0.01 0.08 -0.22 0.04 -0.14 -0.42 1.00 
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5. Methodology  

The gap in the research that we expect to fill is the relationship between tourism 

specialization and the share of immigrants employed in the different municipal divisions. We 

want to fill this gap to be able to understand if municipalities might focus more on tourism 

in regions where they have a harder time to employ their immigrants or place immigrants in 

tourism-specialized regions where they have a higher chance to be integrated on the labour 

market. 

 

H0: Tourism specialization has a significant positive relationship with share of immigrants 

employed 

H1: Tourism specialization does not have a significant positive relationship with share of 

immigrants employed 

 

5.1 Model 

 

SIEi = β1 + β2TSi + β3SNEi + β4HCi + β5ILi + β6AGEi + β7SFBi + 𝜀i 

 

Table  4 Abbreviations 

Share of Immigrants Employed SIE 

Tourism Specialization TS 

Share of Natives Employed SNE 

Human Capital HC 

Income Level IL 

Age AGE 

Share of Foreign-born SFB 

5.2 Econometric method 

For the empirical testing, multiple regressions are run with cross-sectional data using ordinary 

least squares (OLS). First model includes all the municipalities with dummies for the three 

divisions, this will be used as a baseline. The following three models are the three divisions 

separately, where we which to see the regional differences and more precise results than the 

baseline gives us. First regression includes tourism specialization, share of natives employed 
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and human capital against share of immigrants employed, since share of natives employed 

and human capital are the control variables that are most important according to theory. 

Second regression income level is included. The third regression includes all the variables to 

test for all the factors we chose to test for. The fourth regression only excludes income level 

as a robustness checks to see if there is a problem with multicollinearity between this variable 

and some other variable(s). 

The dependent variable, share of immigrants employed do not have to be logged to get a 

normal distribution. In the rural division, all independent variables have to be logged to get 

a normal distribution. In semi-rural and urban division all independent variables except share 

of natives employed have to be logged to get a normal distribution. After doing this there 

are no issues with normality in the regressions. Appendix 1 to 6 presents the normality in 

share of immigrants employed and all variables together for the different municipal divisions. 

When income level is removed in the regressions, some variables changed signs and 

significance. This occurred in semi-rural and urban municipalities. There may be 

multicollinearity in the regressions in semi-rural and urban divisions. This was tested using 

VIF-values between the independent variables, appendix 10, noticeable is that income level 

has the highest values. 

No problems with heteroscedasticity are visible in the regressions, appendix 7 to 9 presents 

the tests for heteroscedasticity.  
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6. Empirical results  

Table 5 present OLS estimates when all municipalities are included with dummies for the 

three divisions, table 6 present OLS estimates in the rural division, table 7 in the semi-rural 

division and table 8 in the urban division. P-values are in brackets and (*) is used to show 

10% level of significance. The number of observations for the baseline is 290, in rural is 60, 

semi-rural 98 and urban 132. 

 

Table 5 OLS estimates all municipalities with dummies for the different divisions, p-values 

in brackets, asterisk shows significant at 10% 

Regression 1 2 3 4 

Tourism  
Specialization 

0.01* 
(0.04) 

 

0.01* 
(0.02) 

 

0.02* 
(0.01) 

 

0.01* 
(0.01) 

 
Share of Natives  

Employed 
1.49* 
(0.00) 

 

0.64* 
(0.00) 

 

0.65* 
(0.00) 

 

1.39* 
(0.00) 

 
Human Capital 0.09* 

(0.00) 
 

0.05 
(0.76) 

 

-0.03 
(0.86) 

 

0.07* 
(0.00) 

 
Income Level - 0.59* 

(0.00) 
 

0.57* 
(0.00) 

 

- 

Age - - -0.14* 
(0.14) 

 

-0.31* 
(0.00) 

 
Share of  

Foreign-born 
- - 0.04 

(0.71) 
 

0.09 
(0.43) 

 
Intercept (Urban) -6.31* 

(0.00) 
 

-5.54* 
(0.00) 

 

-4.91* 
(0.00) 

 

-4.60* 
(0.00) 

 
D1 (Rural) -0.02* 

(0.07) 
 

-0.02 
(0.84) 

 

-0.04 
(0.66) 

-0.07 
(0.47) 

D2 (Semi-rural) 
 

-0.05* 
(0.00) 

 

-0.02* 
(0.03) 

 

-0.02 
(0.18) 

 

-0.03* 
(0.01) 

 
R-squared 0.60 0.67 0.68 0.62 

N 290 
 

290 290 290 

 
In this baseline estimates, tourism specialization is always significant at 10%, with the 

expected sign and with coefficients from 0.01 to 0.02. Share of natives employed is always 

significant at 1%, with the expected sign and with coefficients from 0.64 to 1.49. Human 

capital is significant in two of the regressions, and when it is significant it does not follow 

the expected sign. Income level is significant at 1%, and do not follow the expected sign, 
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coefficients from 0.57 to 0.59. Age is significant, but it does not follow the expected sign. 

Share of foreign-born is always insignificant. R-squared is from 0.60 to 0.68. 

 

Table 6  OLS estimates on rural division, p-values in brackets, asterisk shows 

significant at 10% 

Regression 1 2 3 4 

Tourism  
Specialization 

0.01 
(0.24) 

 

0.01 
(0.20) 

 

0.02 
(0.17) 

 

0.01 
(0.26) 

 
Share of Natives  

Employed 
1.37* 
(0.00) 

 

0.82* 
(0.01) 

 

0.88* 
(0.01) 

 

1.49* 
(0.00) 

 
Human Capital 0.06 

(0.26) 
 

0.02 
(0.68) 

 

0.03 
(0.63) 

 

0.07 
(0.22) 

 
Income Level - 0.58* 

(0.01) 
 

0.72* 
(0.00) 

 

- 

Age - - 0.60* 
(0.01) 

 

0.42* 
(0.09) 

 
Share of  

Foreign-born 
- - 0.03 

(0.35) 
 

0.01 
(0.68) 

 
Intercept -5.72* 

(0.00) 
 

-6.39* 
(0.00) 

 

-9.75* 
(0.00) 

 

-7.90* 
(0.00) 

 
R-squared 0.42 

 
0.49 

 
0.55 

 
0.45 

 
N 60 60 60 60 

 

In the rural division, tourism specialization is always insignificant. Share of natives employed 

is always significant at 1%, with the expected sign and with coefficients from 0.82 to 1.49. 

Human capital is always insignificant. Income level is significant at 1%, and do not follow 

the expected sign, coefficients from 0.58 to 0.72. Age is significant and follows the expected 

sign, with coefficients from 0.42 to 0.60. Share of foreign-born is always insignificant. R-

squared is from 0.42 to 0.55.  
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Table 7  OLS estimates on semi-rural division, p-values in brackets, asterisk shows 

significant at 10% 

Regression 1 2 3 4 
Tourism 

Specialization 
0.01 

(0.48) 
 

0.00 
(0.69) 

 

0.00 
(0.67) 

 

0.02 
(0.13) 

 
Share of Natives  

Employed 
1.55* 
(0.00) 

 

-0.14 
(0.69) 

 

-0.18 
(0.61) 

 

1.17* 
(0.00) 

 
Human Capital 0.08* 

(0.03) 
 

-0.02 
(0.55) 

 

-0.03 
(0.45) 

 

0.04 
(0.29) 

 
Income Level - 0.94* 

(0.00) 
 

0.93* 
(0.00) 

 

- 

Age - - -0.01 
(0.96) 

 

-0.46* 
(0.03) 

 
Share of 

Foreign-born 
- - -0.01 

(0.50) 
 

-0.04* 
(0.06) 

 
Intercept -0.98* 

(0.00) 
 

-4.47* 
(0.00) 

 

-4.30* 
(0.00) 

 

1.29 
(0.19) 

 
R-squared 0.31 

 
0.57 

 
0.57 

 
0.36 

 
N 98 98 98 98 

 

In the semi-rural division tourism specialization is always insignificant. Share of natives 

employed is significant at 1% in two regressions, when significant it has the expected sign 

and with coefficients from 1.17 to 1.55. Human capital is significant in one regression, when 

significant it has not the expected sign. Income level is always significant at 1% and has not 

the expected sign, coefficients from 0.93 to 0.94. Age is significant in one regression, when 

significant it has not the expected sign, with the coefficient -0.46. Share of foreign-born is 

significant in one regression, it has not the expected sign, with the coefficient -0.04. R-

squared is from 0.31 to 0.57.  
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Table 8  OLS estimates on urban division, p-values in brackets, asterisk shows 

significant at 10% 

Regression 1 2 3 4 
Tourism 

Specialization 
0.02* 
(0.10) 

 

0.02* 
(0.09) 

 

0.02* 
(0.06) 

 

0.02* 
(0.06) 

 
Share of Natives  

Employed 
2.00* 
(0.00) 

 

1.23* 
(0.00) 

 

1.09* 
(0.00) 

 

1.77* 
(0.00) 

 
Human Capital 0.09* 

(0.00) 
 

0.04* 
(0.09) 

 

-0.01 
(0.64) 

 

0.04* 
(0.01) 

 
Income Level - 0.36* 

(0.00) 
 

0.34* 
(0.00) 

 

- 

Age - - -0.56* 
(0.00) 

 

-0.61* 
(0.00) 

 
Share of 

Foreign-born 
- - -0.01 

(0.60) 
 

-0.01 
(0.31) 

 
Intercept -1.38* 

(0.00) 
 

-2.58* 
(0.00) 

 

-0.07 
(0.92) 
 

1.29* 
(0.03) 

 
R-squared 0.70 

 
0.72 

 
0.77 

 
0.75 

 
N 132 132 132 132 

 

In the urban division tourism specialization is always significant and follows the expected 

sign, with all the coefficients being 0.02. Share of natives employed is always significant at 

1%, it has the expected sign and with coefficients from 1.09 to 2.00. Human capital is 

significant in three regressions, when significant it has not the expected sign, with coefficients 

from 0.04 to 0.09. Income level is always significant at 1% and has not the expected sign, 

coefficients from 0.34 to 0.36. Age is always significant, it does not follow the expected sign, 

with the coefficients from -0.61 to -0.56. Share of foreign-born is always insignificant. R-

squared is from 0.70 to 0.77.  
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7. Analysis  

In this section, the empirical findings from the different regressions will be analysed and 

discussed, and the hypotheses will be answered for the baseline and for each of the three 

divisions of municipalities. Our hypothesis states that the tourism-specialization has a 

positive relationship with share of immigrants employed. 

The empirical findings from this study show that in the baseline tourism-specialization has a 

positive relationship with share of immigrants employed. So, an increase in the tourism-

specialization will improve the labour market integration. When we take the regional and 

market potential deferens in to account we see that in the urban division tourism-

specialization has a positive relationship with the share of immigrants employed. For the 

divisions rural and semi-rural the empirical findings show no significant relationship between 

tourism-specialization and share of immigrants employed. An increase in tourism-

specialization in the urban division will improve the labour market integration for 

immigrants. However, for rural and semi-rural we cannot state that an increase in the 

tourism-specialization has a positive effect on the labour market integration for immigrants. 

The empirical findings show regional differences in the relationship between labour market 

integration and tourism-specialization. A positive relationship in all divisions was expected, 

and a stronger relationship in the rural division. So, the findings are consistent with our 

theoretical framework that states that tourism-specialization creates possibilities for an 

improved labour market integration when analysing the baseline and the urban division. For 

the rural and semi-rural divisions, the findings are not consistent with our theoretical 

framework.  

Regional differences were expected due to the differences in tourism, human capital and 

income level. According to Bevelander & Lundh (2007), it should be easier for immigrants 

to get employment in regions with lower levels of education, as it often is in tourism-

specialized regions. Niedomysl (2005); Almstedt, Lundmark & Pettersson (2016); Möller & 

Amcoff (2018) argue that the tourism-specialized areas have a population growth and 

increased labour demand. We expect this population growth and increased labour demand 

to create new jobs that increase the possibility for immigrants to get employed. 

One possible explanation to the findings in the rural and semi-rural divisions is provided by 

Hall (2007), he states that much of the rural nature-based tourism often is small-scale 

seasonal businesses with small contributions to the overall local economy and labour market. 

The small contribution to the local labour market may not create the low wage and low skill 
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work whom Alder, et al. (2017) discuss is beneficial for immigrants to get employed. This 

can also be connected to the construction of the Swedish labour market with barriers to 

enter, hence the high wages and strong unions (Bevelander & Lundh, 2007) Another possible 

explanation is that a municipality sometimes is a too large area to analyse. The relationship 

between tourism-specialization and immigrants employed maybe concentrated into smaller 

areas or specific resorts (Kauppila & Rusanen, 2009). 

Further reasons for the unexpected result in the rural and semi-rural divisions may be 

explained by the tourism-specialization variable with the low mean values in all the divisions 

(2.5% to 4%). This may marginalize the relationship. Also, the relatively small numbers of 

observations mainly in the rural division might be a possible reason for the insignificant 

results in the empirical findings. Moreover, the low correlation between share of immigrant 

employed and tourism-specialization can also provide possible explanations why the 

relationship is insignificant for the rural and semi-rural divisions. In the urban division, the 

correlation between share of immigrants and tourism-specialization is higher and that is also 

a possible explanation for why the tourism specialization is significant and shows a positive 

relationship. With higher levels of tourism-specialization and with a larger number of 

observations, the result from the regressions will be more accurate and possibly show 

different empirical findings. 

When comparing the descriptive statistics, we see that the dependent variable share of 

immigrants employed’s mean value for all the 290 municipalities is 56.7%. When the variable 

is divided into the three divisions we found that the urban division have a better labour 

market integration in general compared to the other two divisions. This follows the theory 

of local labour market conditions. Bevelander & Lund (2007) states that as the size of the 

local labour market increases the probability of employment for immigrants’ increases. They 

also argue that regions with universities are more difficult for immigrants to enter the labour 

market. These two statements contradict each other; Universities are often located in urban 

division municipality’s. 

One of the control variables that have a significant relationship with share of immigrants 

employed is the share of natives employed. This is well-known from other studies and this 

is also shown in our empirical findings. Both Bevelander & Lundh (2007) and Beaudry & 

DiNardo (1991) states that conditions on the local labour market have significant importance 

for the share of immigrants employed. Furthermore, Åslund & Rooth (2007) finds a positive 

relationship between share of natives employed and share of immigrants employed. In some 

regressions where income level was included, the relationship between share of immigrants 



 

 24 

employed and share of native employed lost its power. This might be due to the possible 

multicollinearity form income level. In regressions for the baseline, rural and urban divisions 

the relationship between share of native employed and share of immigrants employed 

significantly decreases. In regressions including income level for the semi-rural division, share 

of natives employed change from positive to negative. That also confirms our suspicions of 

some multicollinearity. The correlation between Share of natives employed and Income level 

also gives some explanations to why the Income level shows a positive relationship and not 

the estimated negative relationship on share of immigrants employed. Hence, the share of 

native employed has a larger impact than income level regarding the labour market 

integration for immigrants in Sweden. 

The level of human capital in the local labour market shall according to theory have a negative 

relation to share of immigrants employed (Bevelander & Lundh, 2007; Alder, et al., 2017). 

In our empirical findings, human capital has a different relationships depending on what 

division of municipality that is analysed and depending on what variables that are included. 

In the baseline regression human capital becomes insignificant when income level is included 

otherwise the variable is significant and positive but not following the expected negative sign. 

In the rural division, human capital is insignificant. Stating that the level of human capital in 

the local labour market has no significant relationship with share of immigrants employed in 

the rural division. In the semi-rural division, human capital is only significant in regression 1, 

showing a positive relationship with share of immigrants employed. In the urban division, 

human capital is more correlated with share of immigrants employed and income level and 

that is also reviled in the regressions. Human capital is significant in regression 1, 2 & 4 

showing a positive relationship with share of immigrants employed and affected by the 

correlation with income level. Some explanations for the variations in the findings for human 

capital can be explained by the differences between the mean values in the different 

municipal divisions. Another explanation is provided by Bevelander & Lundh (2007), which 

states the human capital at the individual level has a positive relationship with employment 

and the level of human capital for immigrants is one of the most important characteristics 

for a successful labour integration. Individual data on human capital may possibly change the 

level of significance and the relationship between human capital and share of immigrants 

employed. 

Income level shall according to Bevelander & Lundh (2007) have a negative relationship with 

Share of immigrants employed, a high-income level reflects a high productive labour force 

that decreases the possibility for immigrants to enter the labour market. In our empirical 
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findings income level shows a positive relationship with share of immigrates employed. This 

can be explained by the agglomeration effect that states that a good local economic market 

increases wages and prices (Glaeser, 2010). A good economic market has a high demand for 

labour giving a positive relationship between income level and share of immigrants 

employed. Another explanation might be the possible multicollinearity so that income level 

shows the wrong sign and significance. 

The variables Age and share of immigrants employed are expected to have a positive 

relationship with share of immigrants employed. Lundborg (2013) finds that the share of 

employment increases with age for both natives and immigrants. In the rural division, the 

empirical findings follow the theory. In the baseline, semi-rural and urban the relationship is 

negative and contradict the theory. This may be because of agglomeration effect, where 

mainly young people are moving to the larger areas where the average age generally is lower 

with a lower level of unemployment. This might explain our negative relationship between 

age and share of immigrants employed in semi-rural and urban divisions. 

Empirical findings for share of foreign-born shows mainly insignificant results. In semi-rural 

regression 4 share of foreign-born is significant and shows a negative relationship. That 

contradicts the expected positive relationship. The high level of insignificance in the 

regressions and the wrong expected relationship can be explained from contradicted earlier 

findings. Lazaer (1990) and Waldinger & Lichter (2003) finds a higher concentration of 

immigrants in the same area can contribute to a stronger and more positive relationship 

between share of immigrant employed and the share of foreign-born. Edin, Fredriksson & 

Åslund (2003) states the same conditions valid in Sweden. Borjas (1998) finds that there is 

no positive relationship between share of immigrants employed and share of foreign-born. 

A remark to take notice of is how the R-squared differs among the different municipal 

divisions, in rural municipalities 42% to 55%. For semi-rural R-squared is 31% to 57%. 

Urban has the highest R-squared with 70% to 77%. Share of immigrants employed is more 

explained by the independent variables in urban municipalities than in the other two 

divisions. The high R-squared in the urban division may be a result of higher levels of 

multicollinearity. 

We see some regional differences between the different municipal divisions that are 

important for share of immigrants employed. The most important is that immigrants have a 

better possibility for employment in the urban division. Urban divisions show a higher share 

of immigrants employed compared to rural and semi-rural. Furthermore, this is the only 

division were our variable of interest tourism-specialization show a positive relationship with 
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share of immigrants employed. The better labour integration in the urban division can be 

explained by the larger variation of jobs that are available in larger and more growing 

economic markets. 

Liebig (2007) states that municipalities should implement the factors that have a positive 

effect on labour integration from the municipalities that are better than themselves. 

However, this is not easy in reality. Factors that come into play is the size of the labour 

market and/or the geographical location where it is beneficial to be nearer to a metropolitan 

municipality.   
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8. Conclusion  

Along with immigrants coming to Sweden the last couple of years, high levels of 

unemployment followed since many were hard to integrate in Sweden's labour market. This 

problem was more severe in rural parts of Sweden. Tourism-specialization is seen to cope 

with issues regarding inhabitant's interest in leaving rural areas to move to larger cities. 

Theories on new rural economy, agglomeration effect, human capital, demography, 

importance of local labour market and the risk of unemployment are used. This paper 

investigates tourism specializations relationship with share of immigrants employed using 

numerous OLS regressions. Data is taken from Statistics Sweden for the year 2016. This 

thesis focus on the municipal level. We distinguish between urban, semi-rural, and rural parts 

of Sweden when we evaluate the relationship between tourism-specialization and share of 

immigrants employed. Some earlier studies discuss the relationship of tourism in rural areas, 

but in the previous studies the share of immigrant's employment was not analysed or 

included. 

The results from this research show a positive relation between share of immigrants 

employed and tourism specialization in Sweden and when the municipalities are divided the 

urban municipalities also showed a positive relationship. However, no clear relation was 

found in the rural and semi-rural parts of Sweden, hence the low level of tourism-

specialization makes it difficult to identify any possible direct relations in those categories of 

municipalities. For the share of immigrants employed, we conclude that the tourism-

specialization can be good for labour market integration but not the most important factor, 

as a result from the regression other variables such as share of natives employed and human 

capital is more likely to have a significant impact on the share of immigrants employed. 

Indirectly we see a way that the growing tourism sector can help the labour market integration 

for immigrants, hence the sector has a large growth rate that is good for the overall economy 

and employment rate. 

This paper contributes to further studies in this field. It may also provide help to 

policymakers with their decisions about future investments in the immigrants’ labour market 

integration. Rural municipalities in Sweden should consider alternatives when discussing 

investments in tourism as a solution to immigrants’ labour market integration, since other 

forces seem to be too strong e.g. agglomeration effect in the bigger areas. Tourism seems to 

be a good alternative in urban municipalities in Sweden when it comes to immigrants’ labour 



 

 28 

market integration. This can potentially contribute to a stronger economy for Sweden in the 

long-run, with more people employed, fewer people on social welfare, more diverse labour 

force, and many other factors improving. In the end, this can strengthen Sweden's economy. 

The strength in this paper is the broad range of regional data available on the municipal level 

in Sweden. The weakness of this paper is that no earlier studies have been made on this 

specific topic. Studies on tourism and immigration separately have been made, but not the 

two combined.  

Further studies in this field can be using individual data to see more individual traits, both 

on inhabitants and municipalities. E.g. how educational level for one individual affects his 

chance of employment. Case studies on those most specialized in tourism, e.g. Malung & 

Åre for Sweden. If the level of skill and productivity follows the theories of work in the 

tourism sector, are they of lower skill and lower productivity? Focusing on changes over time 

can be another future study in this field since tourism is a fast-growing sector, thus many 

changes might happen. Another one is to find omitted variables that we have forgotten to 

include in our regressions. How to define tourism is another interesting thing that should be 

more analysed, do we include the one who is indirectly employed in tourism? Looking into 

other countries can be even more interesting, they will have ranging levels from high to low 

levels of tourism. Lastly, to find other sectors that may make it easier for immigrants to get 

integrated into the labour market.  
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Appendix 1 Normality test rural share of immigrants employed 

 

 

Appendix 2 Normality test rural all variables 

 

 

Appendix 3 Normality test semi-rural share of immigrants employed 

 

 

Appendix 4 Normality test semi-rural all variables 

 

 

Appendix 5 Normality test urban share of immigrants employed 
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Appendix 6 Normality test urban all variables 

 

 

Appendix 7 Heteroscedasticity test rural 

 

 

Appendix 8 Heteroscedasticity test semi-rural 

 

 

Appendix 9 Heteroscedasticity test urban 
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Appendix 10 Multicollinearity test, VIF values 
 T.S. S.N.E. H.C. I.L. Age S.F.B. 

Tourism Specialization  1.2 1.1 1.2 1.1 1.2 
Share of Natives Employed 2.3  2.1 1.4 2.3 2.2 
Human Capital 4.0 3.8  2.8 4.0 4.0 
Income Level 5.2 3.1 3.5  4.7 5.1 
Age 3.0 3.2 3.0 2.8  2.4 
Share of Foreign-born 1.7 1.6 1.6 1.6 1.3  

 

Appendix 11 Tourism definition 

 
Define tourism with the following SNI-2007 sectors 

55101 – Hotels with restaurant, except conference centres  

 55102 – Conference centres  

55103 – Hotels and motels without restaurant  

55201 – Hostels, etc. 

55202 – Log cabin village 

55300 – Camping sites 

55900 – Other short-stay lodging facilities 

56100 - Restaurants  

79,110 - Tourist assistance 

79,120 - Tourist assistance 

79,900 – Tourist assistance  

91040 – Botanical and zoological gardens and nature reserve activities 

93111 - Operation of ski facilities 

93210 – Amusement park activities 

 

 


