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Immigrant integration in Finland

Large differences in labour market outcomes of immigrants by e.g. residence permit
type

Most countries support immigrant integration with a variety of measures

Reliable evidence on the effects of different approaches is relatively scarce

Recent research from Finland and other Nordic countries sheds light on the potential
and challenges of integration policy
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Large initial differences in labour market outcomes
decrease over time
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Source: Pesola et al. 2025
The figure shows average labor market outcomes across admission classes by years in Finland. The dashed orange line
indicates the average for natives aged 18 to 59.
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How should we support immigrant integration?

« Many studies on the “effects” of integration programs lack reliable comparison
groups

* For example, if people who get a wage subsidy are already more motivated to find work, they
might find jobs faster even without the subsidy

« Acredible evaluation compares what happens with and without the policy

 Best evidence: From randomized groups

 Good evidence: From policy reforms that affect some but not others
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Integration plans

Sarvimaki and Hamalainen (2016)
Pesola and Sarvimaki (2024)



Implementation of integration plans in Finland 1999

* Policy

“Integration plans”: individualized sequence of training, subsidized work etc. based on the
existing ALMP framework

Obligatory for recently arrived immigrants who are unemployed or collect welfare benefits (non-
compliance sanctioned)

No new resources allocated to integration of immigrants

 We have a credible comparison group

New legislation into force in 1 May 1999
Those who arrived before 1 May 1997 exempted

Those who arrived on 30 April and 1 May were arguably similar ... but the plans were
mandatory only for those who arrived on 1 May.
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Share

Earnings increase

a) Integration plans b) Earnings between 2000 and 2009
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Source: Sarviméaki and Hamalainen (2016)
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Integration plans improved immigrants’ outcomes

Why?

« The amount of training remained the same ... but the content changed (more
language training).

« This research design allows us to assess effects only for immigrants in
especially challenging circumstances.
« Average annual earnings without integration plans were only €4,500.

« Median incomes remained modest.

« 25 years later, we can now study the long-term effects on the children
of immigrants who arrived around the time of the reform.
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“Better” degrees and higher earnings

1000s of euros

1000s of euros

(d) Children’s degree’s average earnings
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Integration plans: take-aways

10

Immigrants arriving in May 1997 earned on average 7000€ more between

2000 and 2009 than immigrants who had arrived slightly earlier.

Children of immigrants arriving just after the cut-off of the reform had:
0.5 points higher grade point average in 9th grade
One year more education on average
7000€ higher earnings at age 31

If potential long-term benefits are not taken into account, cost-benefit
calculations will be wrong.
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Integration SIB for immigrant job seekers

12

Challenge in public procurement of (integration) services:
« quality typically unverifiable, sometimes unobservable

— contracts incentivize cost minimization at the expense of service quality

Integration SIB:
« Job-specific language training and job placements contracted to a private provider
* Private provider covers upfront costs of the program, compensated based on performance

* Innovation: contracted performance based on a randomized research design
— target: cumulative unemployment benefits and income taxes over a 3-year follow-up
— randomized assignment to the private provider (N = 3, 662)

- performance measured relative to the control group (Public Employment Services)
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Earnings increased by 15 % during first three years
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12 % lower net burden on public finances

Taxes UE Benefits Other Benefits Net Transfers
1330 eur ( 18%) -21 eur ( -0%) -1321 eur ( -9%) -2671 eur ( -12%)
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Source: Pesola, Sarvimaki and Virkola (2025)
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Effects of the Integration SIB

« We find the private fund outperformed the public employment services
» earnings +4500 euros or +15% higher in the 3-year follow-up period
« work in jobs with higher expected earnings and skill requirements

* net costs to public finances decreased by 2700 euros or 12%

» Positive effects extend on non-contracted outcomes
* positive earnings effects persist after the three-year follow-up

» reductions in transfers from other government welfare programs

* Private fund was able to improve services for those receiving less support from PES
 PES provides more limited job search assistance to high-skilled immigrants

* but earnings effects and improvement in job quality larger for high-skilled immigrants
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What did the private fund do differently?

« Qualitative evidence on services offered by the private fund

« Document analysis + 35 interviews

(PES employees, training providers, investors, fund personel, government officials)

* primary take-away: the private fund invested heavily on match-making between immigrants and
employers

« Counterfactual services offered by the PES
* In-class language and general training, subsidized employment or education

« Job search assistance via vacancy referrals

— high-skilled immigrants get less assistance and to jobs for which they are overqualified

* Interpretation

« private fund had stronger incentives to help and seems to have been more effective in helping
high-skilled immigrants that receive less job search support from PES
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Integration SIB: take-aways

« Randomization can solve the problem of unverifiable quality in public procurement

« The Integration SIB experiment is apparently the first attempt to implement this idea
« proof of concept: such contracts can actually be written (and legally implemented)
« promising results: 15% increase in participants’ earnings, 12% reduction in net transfers

« similar approaches likely feasible also in other contexts

« Such contracts can also create information externalities
« allows governments and other service providers to learn what works and for whom

« here: investing in match-making and highly educated immigrants can have large returns

« Longer term outcomes need to be monitored:
« potential trade-offs related to participation in education

» verified effects extend beyond follow-up period
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Conclusions

* When credible impact evaluations have been possible for integration services in
Finland, the effects have been positive.

* Reliable evidence exists only for specific policies.
« Some benefits appear only in the long term and are therefore hard to measure.

« Costs arise quickly and are relatively easy to measure, this should be kept in mind
when assessing effectiveness.

« Creating incentives for service providers is worthwhile.

« Better evidence and effectiveness can be achieved through high-quality
experiments:
« Important to measure what works, what doesn’t, and for whom

« Randomized controlled trials are a straightforward tool for evaluating integration policies

« They require only small adjustments in how services are delivered
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