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a few European destination countries and use the synthetic control method to create counterfactuals 
to evaluate the evolution of economic freedom in refugee destination countries against. We do not 
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Germany and Sweden’s Legal System and Property Rights. 
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Syrian refugees and the resilience of European economic freedom: Evidence from Austria, 

Germany, and Sweden 

1. Introduction 

The outbreak of the Syrian civil war in 2011 triggered one of the largest refugee crises since 

World War II. More than 13 million Syrians (over half the country’s pre-war population) were 

displaced internally or forced to flee abroad.  More than 6 million lived outside Syria as refugees 

by 2018 (Connor, 2018). Most refugees resided in neighboring Turkey, Lebanon, and Jordan, but 

more than one million fled to Europe. This sudden demographic shock prompted widespread 

political debate across the European Union. European newspapers overwhelmingly portrayed 

refugees in a predominantly negative way, often using phrases like “we take too many,” 

“increased insecurity,” and “a burden on welfare and job market,” while many fewer articles 

mention the “benefits of migration” (Joris et al., 2018). Could a mass refugee flood from a 

culturally different population, fleeing a country with less liberal political and economic 

institutions, degrade the more liberal European institutions?  This paper takes advantage of the 

fact that the Syrian refugees settled primarily in three European countries, Germany, Sweden, 

and Austria, and empirically examines how they impacted these countries’ economic institutions 

using the synthetic control method.   

Economists have estimated massive economic gains from greater immigration flows 

(Clemens, 2011).  George Borjas (2014, 2015) and Paul Collier (2013) posited what has become 

known as the “new economic case for immigration restrictions.”  This case can be briefly 

summarized: 1) The productivity of a country is determined, at least in part, by its formal and 

informal institutions governing economic activity; 2) the formal and informal institutions are 
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shaped, at least in part, by the culture, ideology and beliefs, of the people living in these 

countries; 3) that migrants overwhelmingly flow from countries with low-productivity 

institutions to countries with high-productivity institutions; 4) if they migrate in great enough 

numbers and bring the culture, beliefs, and ideology partly responsible for their origin country 

institutions with them, they could change the institutions in the destination country to devolve in 

the direction of the institutions in their origin country; 5) if this happens much of the standard 

economic gains economists have projected from increased immigration would shrink or turn 

negative.  The new economic case for immigration restrictions essentially posits that there is a 

negative institutional externality that migrates with immigrants.  

The new economic case for immigration restrictions is an empirical conjecture, and it has 

spawned several studies investigating it.1  A few studies investigated how greater immigration 

impacts informal/cultural institutions.  Bologna Pavlik et al. (2019) finds that larger immigrant 

stocks, flows, and their interaction, are not associated with changes in the levels of corruption in 

destination countries over a 20-year time period. Kramer & Sánchez-Piñol Yulee (2025a) use 

data from the Integrated Value Survey (IVS) and find no evidence that increased immigration is 

associated with decreased trust in formal institutions and is instead positively associated with 

generalized trust. Kramer & Sánchez-Piñol Yulee (2025b) use data from the same IVS, while 

employing panel data models, cross-sectional regressions, and matching methods, to find that 

immigration tends to increase measures of individualism that are associated with economic 

growth and social progress in destination countries.   

 
1 See Nowrasteh and Powell (2020) for a comprehensive book length investigation and Padilla (2024) for a survey 
of this literature.   
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Clark et al. (2015) was the first study to examine the association between immigration 

and formal economic institutions in destination countries.  They examined immigrant stocks, 

flows, and their interaction, and how they were associated with changes in economic freedom 

over 10-year periods in panel regressions.  They found no negative association and often found a 

positive association between larger immigrant stocks and subsequent increases in economic 

freedom in destination countries.2  Our study is most closely related to a few case studies of the 

impact of mass migration on a destination country’s economic institutions that also employ the 

synthetic control method.  Powell et al. (2017) examines the impact of a mass migration from the 

former Soviet Union, enabled by the elimination of the Soviet Union’s emigration restrictions, to 

Israel in the 1990s that increased Israel’s population by 20 percent.  They find that rather than 

institutional deterioration, the immigrants from the former Soviet Union caused a substantial 

increase in Israel’s economic freedom and it stemmed from their direct participation in the 

political process.  Nowrasteh et al. (2020) take advantage of a natural experiment created by the 

first Gulf War that created an immigration surge of Kuwaiti-Palestinians that increased Jordan’s 

population by 10 percent.  The political participation of these immigrants helped to cause 

Jordan’s economic freedom to rise from roughly the average level of Middle Eastern countries up 

to the higher levels of economic freedom found in OECD countries. 

Geloso et al. (2026) is also related to our study, although it is not exactly a study of 

immigration.  They use the synthetic control method to study the causal effect of German 

reunification on economic freedom and find that reunification was associated with a temporary 

 
2  Other studies have examined the new economic case for immigration within the United States.  Examples include 
Padilla and Cachanosky (2018) who find that greater levels immigration do not decrease state-level economic 
freedom; Yao et al. (2021) who find that the mass legalization of immigrants from the 1986 Immigration Reform and 
Control Act did not decrease state level economic freedom; and Bedi et al. (2025) that found that major increases in 
deportations did not impact crime.    



 4 

and relatively modest decrease in economic freedom.  An important difference between this 

study and studies on immigration and economic institutions is that all East Germans were 

integrated into the new polity, whether they preferred to live under the old East German 

institutions or not.  With immigration, only those desiring to move to a new destination country 

enter the polity, as in the cases of Israel and Jordan.  Thus, the reunification case study doesn’t 

allow for a positive selection bias that can result in only those people immigrating who either 

least like their origin country institutions, or are most attracted to their destination country 

institutions.  The reunification study is essentially an easiest case scenario for the externality 

posited by the new case for immigration restrictions to manifest.   

Our study, like the above studies, employs the synthetic control method and examines 

how immigration impacts formal economic institutions as measured by the economic freedom 

index.  Syria’s economic freedom score was only 4.53 (out of 10) in 2015 and ranked 157th out 

of 165 countries measured.  The three countries, Germany, Sweden, and Austria, receiving most 

of the Syrian refugees in Europe all scored highly in economic freedom, 8.13 (rank 9th), 7.87 

(18th), and 7.92 (23rd) respectively, at the time their refugee surge began.  Thus, there is the 

potential for the negative institutional externality posited in the new economic case for 

immigration restrictions to occur.  Our study falls somewhere between the Israel/Jordan cases 

and the German reunification case.  Unlike the German reunification case, there is no forced 

integration of Syrians who prefer to stay in Syria’s institutional environment. There is likely less 

positive selection by refugees, displaced by war, into destination countries than there is with 

more “normal” migration making the positive externality more likely.  However, this is partially 

offset by the fact that policy changes, such as Sweden recognizing all Syrian asylum claims in 

2013 and Germany suspending the Dublin Regulation for Syrian refugees in 2015, could have 



 5 

influenced the refugees’ choice of their destination within Europe. If there is some self-selection, 

where those countries that change policy to be more welcoming to refugees, are precisely those 

countries whose institutions are strong enough to not be harmed, then this could limit the 

potential negative externality.  

To preview our results, we find heterogenous effects across countries and individual areas 

of economic freedom.  In general, we do not find robust evidence of a significant negative 

impact of Syrian refugees on countries’ overall level of economic freedom.  However, we do find 

robust evidence that the area of Legal System and Property Rights was negatively impacted in 

Germany and Sweden following the inflow of Syrian refugees.   

The next section of the paper describes the Syrian refugee crisis in greater detail, other 

studies of that crisis, and the potential mechanisms through which the refugee crisis could impact 

European countries’ economic freedom.  Section three describes our synthetic control method 

and data.  Section 4 contains our main results and a final section concludes. 

2. The Syrian Refugee Crisis and Potential for Institutional Change 

   Inspired by the Arab Spring uprising, Syrians took to the streets demanding democratic 

reforms in March 2011 (Syria Refugee Crisis Explained, n.d.). In a series of events, including the 

capturing and torturing of protestors and authorities opening fire at demonstrators (many of 

whom died), the conflict quickly escalated. By July 2011, military defectors formed the Free 

Syrian Army, which turned the civil uprising into an armed insurgency, which evolved into full-

scale civil war (Syrian Civil War | Syrian History | Britannica, n.d.). At this time, an exodus 

started where large numbers of displaced people sought refuge in neighboring (Jordan, Lebanon, 

or Turkey), and European countries. 
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 The European asylum system relied on the Dublin Regulation in 2015, which assigns 

processing responsibility to the first EU member that the asylum seeker entered (“What Is the 

Dublin Regulation?,” n.d.). However, 72% of the asylum applications were being processed by 

only five countries (Council of Europe Parliamentary Assembly, 2015), placing a significant 

strain on the “frontline states.” Most refugees traveled through Turkey to Greece or from North 

Africa to Italy by crossing the Mediterranean. Others took the Western Balkan route, passing 

through many countries, then reaching Hungary or Croatia, while awaiting a final destination in 

Austria, Germany or Sweden (Drewski & Gerhards, 2024).  

 Some countries, including Greece and Italy, stopped registering arrivals and let refugees 

through to other northern countries. During this time, Germany announced the suspension of the 

Dublin regulation for Syrians, effectively inviting them to apply to reside in Germany regardless 

of their entry point. Shortly after, in early September 2015, the German and Austrian 

governments jointly agreed to keep their borders open to refugees traveling from Hungary 

(Drewski & Gerhards, 2024). Sweden had already become a significant destination in 2013, 

when it became the first EU country to grant Syrian asylum seekers automatic permanent 

residency (Andersson, 2023).  

There were around one million Syrian refugees in Europe by 2018 (Connor, 2018). 

Germany was Europe’s primary destination, hosting 612,000 Syrians (refugees and naturalized 

citizens) by 2022, followed by Sweden (232,000) and Austria (77,000). The Syrian refugee 

influx reached more than 1% of the total population in these host countries, with it even reaching 

2.21% in Sweden (United Nations High Commissioner for Refugees, 2025; [Migr_acq] 

Acquisition of Citizenship by Age Group, Sex and Former Citizenship, n.d.). The size of the 
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Syrian refugee crisis surpassed the Yugoslav Wars from the 1990s, which had more than 800,000 

refugees, as Europe’s largest recent refugee crises. 

Karaarslan (2020) is the only study we are aware of that used the synthetic control 

method to examine the Syrian refugee crisis’ impact on a European country.  He examined the 

impact of the refugee crisis on the German economy and found no adverse effects on wages, 

unemployment, or GDP per capita. Lange & Sommerfeld (2024) also studied the impact of 

refugees in Germany and found no effect on crime rates during the year of arrival but 

documented a statistically significant increase in crime rates one year later. Nikolov et al. (2022) 

studied what types of jobs Syrian refugees took in Germany relative to their skill level and found 

that refugees experienced larger “job downgrading” relative to their origin country employment 

than the downgrading experienced by normal immigrants.   

Outside of Europe, other studies have looked at the impact of the Syrian refugee crisis in 

neighboring countries, particularly Turkey, which had nearly four million refugees at its peak. 

Numerous papers have investigated the labor market impact of Syrian refugees in Turkey using a 

variety of IV and diff-in-diff approaches (Del Carpio & Wagner, 2015; Akgündüz et al., 2015; 

Tumen, 2016; Ceritoğlu et al., 2017; Aksu et al., 2022; Cengiz & Tekgüç, 2022).  These papers 

generally find null or small adverse effects on Turkish workers as increased informal sector 

competition from refugees is offset by greater formal sector demand, firm entry, capital inflows, 

and greater housing demand. Akgündüz et al. (2023) follow up on this literature and find that a 

larger migrant-to-native ratio increases the number of firms and exports to the Middle East and 

North Africa.  Demirci and Kırdar (2023) investigate the labor market integration of the refugees 

and find that the native to refugee employment gap is much smaller in Turkey than in developed 

countries and that this is largely driven through informal sector employment. Fakih & Ibrahim 
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(2016) reported minimal labor displacement in Jordan, concluding that there was no significant 

relationship between the influx of Syrian refugees and key Jordanian labor market variables. 

Altındağ and Kaushal (2021) and Aksoy and Tumen (2021) are the two papers studying 

Syrian Refugees’ impact in Turkey that are most related to our study.  Altındağ and Kaushal 

study how native-born voters react to the presence of Syrian refugees using an IV and diff-in-diff 

methodology comparing provinces with different degrees of exposure to the refugees.  They find 

that a one percentage point increase in refugee share lowers support for the Justice and 

Development Party (AKP) by 0.47-0.72 percentage points in survey data, but that shift had no 

significant effect on actual election outcomes between 2011-2015.  This relates to one 

mechanism of potential institutional change, nativist political backlash, that we describe below.  

Aksoy and Tumen find that refugee inflows generally worsen environmental outcomes in Turkey.  

However, once they construct a local governance quality indicator and examine environmental 

outcomes by region, they find that the negative outcomes are almost all in provinces with poor 

quality local governments. They essentially find that high quality governance mitigates the 

potential refugee negative environmental externality.  This is potentially relevant for our study as 

we are examining three destination countries with high quality institutions and governance which 

might enable them to mitigate other institutional externalities.   

We are the first paper to study how the Syrian refugee crisis impacted economic 

institutions in European destination countries.   Our measure of economic institutions is the 

Economic Freedom of the World Annual Report (EFW) by Gwartney et al. (2025). The EFW 

index measures the consistency of a nation’s policies and institutions with economic freedom 

across five broad areas: 1) Size of Government; 2) Legal System and Property Rights; 3) Sound 

Money; 4) Freedom to Trade Internationally; 5) Regulation. To score high on the EFW index, a 
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nation must keep taxes and public spending low, protect private property rights, maintain stable 

money, keep the borders open to trade, travel, and investment, and limit regulatory restrictions in 

the marketplace. 

There are at least three channels through which the presence of Syrian refugees could 

impact economic institutions, as measured by the economic freedom index.  If the Syrian 

refugees have different political and ideological preferences than the native-born population, 

then their participation in the political process could impact winning candidates/parties and the 

economic policies those candidates/parties support.  The mere presence of Syrian refugees could 

transform existing economic institutions if differences between their culture and that of the 

native-born population are great enough or if their participation in the labor market (or not) 

transforms existing institutions.  Finally, the presence of Syrian refugees could transform the 

policy preferences of the native-born population. Let’s consider the potential of Syrian refugees 

to impact European economic institutions through each of these channels.   

The ability of Syrian refugees to directly vote to determine policies in European 

destination countries is restricted.  The path to political participation depends on acquiring 

citizenship, rather than refugee status, in most European countries (Yilmaz & Wolffhardt, 2024). 

Germany maintains restrictive non-citizen voting policies, excluding all non-citizens from voting 

at any government level, and during the study period required eight years of legal residence 

before naturalization eligibility, seven years if the applicant completes a Federal Office for 

Migration and Refugees (BAMF) integration course, or six years if they had “special integration 

achievements,” at the discretion of the authorities.3 Sweden permits non-citizens to vote in local 

 
3  https://www.buzer.de/gesetz/4560/al197639-0.htm. In 2024, this requirement was changed to just five years of 
legal residence, but it happens after our post-treatment period ends. 
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and regional elections after three years of continuous residence, while also facilitating 

naturalization after four years for refugees,4 creating both municipal political voice and a quicker 

path to national electoral participation. Austria has one of Europe’s most restrictive frameworks 

for refugee political participation. It excludes non-citizens from voting entirely at all levels of 

government and requires ten years of legal residence for refugee naturalization.5  Thus, in our 

data set, Syrian refugees could potentially vote in Sweden’s local elections after 2015 and 

national elections after 2016, in Germany’s elections after 2021 at the earliest, for those 

qualifying under the discretionary six-year track, and they never acquire voting rights in Austria.  

However, even without directly voting, refugees could otherwise participate in the political 

process by working for campaigns, advocating for candidates, or otherwise trying to convince 

legal voters to support their favored candidates or parties.  Thus, there is always some potential 

that Syrian refugees could influence which economic policies are adopted and this potential 

grows as they have greater formal ability to participate in the political process.  

Using data from Eurostat and the UNHCR refugee data, we can see how many Syrian 

nationals acquired citizenship status in each of these destination countries, and how many 

remained refugees. As shown in Table 1, naturalization rates closely reflect the degree of 

restrictiveness of each country's naturalization process: by 2023, cumulative Syrian 

naturalizations reached 58.09% of Sweden's total Syrian population, 18.95% of Germany’s 

Syrian population, and only 4.86% of Austria’s Syrian population.  The vast majority of Syrians 

 
4 https://asylumineurope.org/reports/country/sweden/content-international-protection/status-and-
residence/naturalisation/#:~:text=The%20applicant%20must%20have%20had,on%20the%20type%20of%20miscon
duct). 
5 https://asylumineurope.org/reports/country/austria/content-international-protection/status-and-
residence/naturalisation/ 
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in Germany and Austria lacked formal voting rights during the treatment period, while a 

substantial share of Syrians in Sweden acquired voting rights.  

 

Table 1: Syrian Naturalizations in Destination Countries   

Syrian refugees could impact economic institutions in European destination countries 

even without any influence on the political process.  First, and most obviously, they could grow 

the size of the welfare state, enlarging the Size of Government (Area 1), and thus decreasing 

measured economic freedom.  The increased burden on the welfare state could come from 
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different preferences and work ethics of the refugees than the native population or could occur 

due to barriers that prevent the refugees from entering the labor market and supporting 

themselves. The refugees could also erode the quality of the legal institutions, rule of law, and 

security of property rights, if their informal culture is significantly different than the native-born 

population (Area 2).  They could erode social trust that helps enforce contracts or they could 

increase corruption, fraud, and crime that undermines the rule of law and security of property 

rights.   

Finally, the presence of Syrian refugees could change the policy preferences of native-

born voters.  If Syrian refugees are a welfare state drain, natives could respond by voting to 

shrink the size of their welfare state, which would improve a country’s economic freedom score 

through its Size of Government score (Area 1).  Razin et al. (2002) found that a larger share of 

low-education immigrants in the population leads to smaller social transfers and lower rates of 

taxation on labor in 11 European countries from 1974 to 1992.  Alesina et al. (2021) examined 

how immigration affected the preferences for redistribution of the native born population across 

140 regions in 16 European countries between 1990 and 2010 and found people living in areas 

more exposed to immigration had significantly lower preferences for redistribution and that the 

preference against redistribution was strongest when the immigrants originated from the Middle 

East and North Africa. More recently Alesina et al. (2023) used surveys and experimental 

evidence from five European countries and the United States and found that perceptions of 

immigrants made people less supportive of redistribution. Syrian refugees could induce a policy 

shift in this direction.  Conversely, if natives’ fear of unemployment increases due to labor 

market competition from the refugees, they may favor a larger welfare state.  Brady & Finnigan 

(2014) find that immigration makes the native-born desire their government to provide a more 
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generous social safety net when they examine the stock and the flow of immigrants on six 

measures of the population’s views of the welfare state from 1996 to 2006.  This idea would be 

broadly consistent with Rodrik (1998) that found a positive correlation between exposure to 

international trade and a larger size of government.  

The presence of Syrian refugees could also increase what Caplan (2007) calls “anti-

foreign bias” and lead native born voters to favor more restrictive travel policies, and other 

restrictions on international trade reducing economic freedom thorough its Freedom to Trade 

score (Area 4).  Finally, natives could respond to increased labor market competition from 

refugees by implementing stricter labor market regulations, like raising the minimum wage to 

price out low-skilled refugees or strengthening laws that make it harder to dismiss workers, both 

of which would decrease economic freedom in Regulation (Area 5).    

Another way that immigration could influence economic freedom through the votes of 

the native-born population is through support for right-wing parties. Mayda et al. (2022) found 

that, while high-skilled immigration increased the Democratic vote share of the native-born 

population, low-skilled immigration increased the Republican vote share, which they associate 

with the right-wing anti-immigrant party.  In general, the literature on immigration and right-

wing vote shares in Europe tends to find that increases in immigrant flows increase the share of 

“far-right” parties in elections, however, like the U.S. case, this can depend on immigrant skill 

level and origin (Edo & Giesing, 2020; Halikiopoulou & Vlandas, 2020; Halla et al., 2017; 

Konstantinou & Roumanias, 2024). Some of this literature has focused on European refugee 

destination countries and has found mixed results. On the one hand, Steinmayr (2016) finds that 

exposure to refugees leads to reductions in far-right support. On the other hand, there are studies 

that have found that refugee presence has led to increased support of far-right parties (Campo et 
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al., 2022; Tolsma et al., 2021). And sitting in between, studies have found both reduced and 

increased support depending on geography and the size of the unit of analysis (Dustmann et al., 

2019; Fremerey et al., 2024).  Our study is agnostic on how Syrian refugees impact right-wing 

(or left-wing) parties’ electoral prospects.  For our purposes, what matters is whether economic 

policies change in such a way as to decrease (or increase) economic freedom due to the presence 

of refugees. However, Castro and Martins (2021) studied how government ideology impacted 

economic freedom in 106 countries between 1975 and 2015 and found that right-wing 

governments tended to promote economic freedom and in particular, freedom to trade 

internationally (Area 4) and easing regulations (Area 5).  Thus, if native backlash against Syrian 

refugees manifests itself in right-wing electoral success, economic freedom in destination 

countries could increase.6   

Syrian refugees have the potential to change European destination countries’ economic 

institutions through all three channels and, depending on which aspect, of which channel, could 

lead a country to either increase or decrease its overall economic freedom.  Size of Government 

(Area 1) could decrease if refugees are a burden on the welfare state or exercise their political 

preferences for greater redistribution.  However, government size could decrease if native-born 

voters express a backlash against redistribution to immigrants.  Legal System and Property 

Rights (Area 2) could decrease if refugees decrease social trust, commit crimes, and undermine 

the rule of law.  Freedom to Trade (Area 4) and Regulation (Area 5) could decrease if anti-

foreign bias influences voter preferences, however, if it pushes right-wing parties toward greater 

political influence, and those parties favor international trade and deregulation it could increase 

 
6 Gründler et al. (2024) examined how government ideology was associated with changes in economic freedom 
between 2000 and 2020 and also found that left-wing governments were associated with lower economic freedom 
compared to right-wing governments and that this was driven entirely by populist left-wing governments.  
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economic freedom scores in these areas.  Assessing whether such channels produced measurable 

effects thus requires an empirical strategy that isolates institutional change from broader trends. 

We therefore turn to our identification approach and define treatment based on the relative 

magnitude of Syrian refugee inflows across European host countries.  

3. Method and Data 

We use the Synthetic Control Method (SCM) developed by Abadie & Gardeazabal (2003) 

and expanded on in Abadie et al. (2010, 2015) to determine whether the Syrian Refugee crisis 

altered economic freedom in countries that received many refugees.7 This method constructs a 

weighted average of control countries to approximate the counterfactual outcomes for the treated 

countries. After observing the magnitude of the outcome differences between the treated 

countries and their synthetic counterfactuals, we follow Cavallo et al. (2013) by constructing 

permutation tests to examine the statistical significance of these differences.  We first construct a 

synthetic counterfactual for each of our donor pool countries (placebos) following the same SCM 

we used for our treated countries.  Then we measure the absolute value of the difference between 

our synthetic treated countries and the real countries and rank that effect relative to the absolute 

values of each of the placebos in each post-treatment year. We then divide by the pre-treatment 

root mean squared prediction error (RMSPE) to account for the fact that worse pre-treatment fits 

are more likely to have larger post-treatment deviations.  The p-values that result from this 

process indicate the number of placebos with larger effects than the real treated country, divided 

by the number of placebos.   

 
7 The synthetic control estimates were produced in Stata using the synth and synth_runner packages, with the allopt 
and nested optimization options, and the synthetic difference-in-differences results using the sdid and sdid_event 
packages. The stacked analysis was implemented manually in Python from the per-country synthetic control output, 
with joint inference from all possible donor-country triples (≈6,900). 
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In our case, the synthetic control method depends on creating a reliable counterfactual by 

using a donor pool of countries that did not experience a large inflow of Syrian refugees but that 

are otherwise similar to the countries that did.  We take advantage of the fact that Syrian refugees 

became sizeable proportions of the population in only a few European countries and use 

European countries with few refugees to construct our counterfactual.  Figure 1 shows the 

Syrian to population ratio in each European country between 2000 and 2023. We classify 

countries that attained a Syrian population of more than 0.5% of the total country population as 

our treated countries.  Germany, Sweden, Austria and Cyprus all had a Syrian population above 

this threshold.8  However, Cyprus is excluded from our analysis because they had to undertake 

significant economic reforms, that would impact its economic freedom score, during this decade 

due to exposure to the Greek debt crisis that was unrelated to the Syrian refugee surge – and thus 

violates the single treatment requirement of the synthetic control method. 

Our donor pool consists of all European countries whose Syrian population was below 0.1% 

of total population for the whole period. All countries that had higher than 0.1% and lower than 

0.5% refugee-population ratio were excluded from the donor pool to ensure a clear distinction 

between our treated and control countries.9  Additionally, Finland was dropped as a control 

because, although it did not have a Syrian population ratio exceeding the 0.1% cutoff, it did have 

a large Somali and Iraqi refugee population that exceeded this threshold during the period of 

analysis.   

 
8 The Netherlands and Norway also crossed the 0.5 percent threshold in 2022 and 2023 respectively, which does not 
leave us with enough of a post-treatment period to analyze.  They are also excluded from our donor pool because 
their percentage of Syrians exceeded 0.1 percent. 
9 There is a clear break between our three treated countries and the rest of the donor pool.  While we exclude these 
“semi-treated” countries for a clean analysis there is little reason to vary our threshold for treatment as we’d have to 
drop the threshold to 0.3 to get an additional treated country (Denmark) with a long-enough post-treatment period 
for analysis.   
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Figure 1: Syrian Migrants as a % of Total Population of European Countries.  

 This leaves us with three treated countries and 21 donor countries, with eight countries 

dropped from the donor pool in order to satisfy the stable unit treatment value assumption 

(SUTVA) of the SCM.10 To define the timing of treatment, we use the slope of the refugee-to-

population ratio over time and identify the first year in which the year-to-year change is equal to 

0.1% or more.11 This criterion captures the moment when a country experiences a clear increase 

in the inflow of Syrian refugees. According to this procedure, treatment begins in 2013 for 

Sweden and 2015 for both Germany and Austria. Although our focus is on the impact of the 

Syrian refugee surge, Figure 2 shows the overall immigrant stock from Middle Eastern countries 

 
10 Donor Countries: Albania, Czechia, Spain, Estonia, France, the United Kingdom, Hungary, Ireland, Iceland, Italy, 
Lithuania, Latvia, Moldova, Poland, Portugal, Romania, the Russian Federation, Serbia, the Slovak Republic, 
Slovenia, and Ukraine. The countries dropped because of having too many refugees are: Denmark, Greece, Bulgaria, 
Netherlands, Norway, Switzerland, Belgium, Finland. 
11 We implicitly relax this threshold in a robustness check that moves the treatment two years earlier to account for 
any anticipation effects.   
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as a percent of European destination countries’ population over time in order to see how normal 

migration from the region might impact our results.  All donor pool countries have very low 

levels of Middle Eastern immigrants as a percent of their population, and these low levels are 

stable both pre- and post-treatment dates.  Thus, changes in flows of other Middle Eastern 

immigrants should not undermine the ability of our synthetic controls to provide a reasonable 

counterfactual that would have occurred absent the Syrian refugee surge.   

 

Figure 2: Middle-Eastern-Origin Immigrant Stock by Destination Country.  

Our three treated countries, Sweden, Germany, and Austria, are also outliers in their 

overall Middle Eastern immigrant stocks, as can be seen in Figure 2.  Middle Eastern immigrants 

were 2.10 percent of Germany’s population and 2.60 percent of Austria’s population when the 

Syrian refugee surge began in 2015.  They accounted for 2.90 percent of Sweden’s population in 

2010 before its refugee surge began in 2013.  As can be seen in the figure, Sweden experienced a 

small increase in Middle Eastern migration prior to the onset of the refugee surge however, most 

of the increase occurred post-treatment and essentially all of the increase in Middle Eastern 

migration to Germany and Austria occurred post-treatment.  The share of Middle Eastern 
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immigrants in the population rose to 5.60 percent, 3.49 percent, and 3.44 percent in Sweden, 

Germany, and Austria, respectively, by the end of our post-treatment period.  Although pre-

treatment immigration from the region should not undermine our identification strategy, our 

post-treatment empirical results will combine any impact increased Middle Eastern migration 

had with the impact of Syrian refugees.  

Our main variable of interest is the Economic Freedom Index score. These scores come 

from the Economic Freedom of the World Annual Report (Gwartney et al., 2025), which is 

available annually beginning in 2000.  This gives us 12 to 14 pre-treatment years and 9 to 11 post 

treatment years depending on country.   EFW ranges from 0 to 10.  The average European 

country in the dataset has a score of 7.35 in 2023 compared to a global average of 6.56.  

Meanwhile, Syria’s score was only 4.53 in 2015 and ranked near the bottom in the world at 

157th out of 165. We use three lags of this dependent variable when constructing our synthetic 

control: the year before the surge, and then two additional lags spaced out five years apart (6 

years and 11 years pre-surge).  In our main analysis we follow Abadie & Vives-i-Bastida (2022) 

in using both pre-treatment outcome variables and other indicator variables associated with our 

outcome of interest to construct our synthetic counterfactuals.  However, as a robustness check, 

we follow Ferman et al. (2020) and include an analysis with no covariates and all-lags of the 

dependent variable available.   

Although our data allows nine to eleven post-treatment years depending on country, there 

is some concern that the COVID-19 pandemic response may shorten the “clean” post-treatment 

window to five to seven years.  Miozzi and Powell (2023) somewhat mitigate this concern by 

showing that the majority of lockdown regulations imposed during the pandemic are not picked 

up in the economic freedom index.  However, despite missing these regulations, the average 
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score in the standard economic freedom index had its largest drop ever in 2020 and fell further in 

2021. Syrian refugee destination countries and all donor countries were “treated” with the 

pandemic and, if their pandemic responses were similar, the post-treatment years during the 

pandemic could still plausibly isolate the effect of Syrian refugees.  However, if refugee 

destination countries and donor countries had heterogeneous pandemic responses, unrelated to 

refugees, that impacted measured economic freedom it could pollute the results in the later post-

treatment years.  To address this, we simply shade in results in post-treatment years potentially 

contaminated by the pandemic in all figures in the results section and readers can adjust their 

levels of confidence in the results in those years accordingly.    

Our discussion of mechanisms in section 2 identified four of the five areas of economic 

freedom where the Syrian refugee crisis was most likely to have an impact on economic 

freedom.  So, we separately construct synthetic controls for these four areas (Size of 

Government, Legal System and Property Rights, Freedom to Trade, Regulation) in each of our 

treated countries. All three treated countries were outliers with higher Legal System and Property 

Rights scores than almost all or all the donor pool countries in all pre-treatment years making it 

impossible to construct a convex set of donors.  So, we follow Ferman and Pinto (2021) and 

Grier et al. (2023) by normalizing the outcome variable to 1.0 in the year prior to treatment and 

then proceed to create a synthetic control that essentially matches on changes rather than levels 

where compare the treated country's proportional evolution from the anchor year with the 

weighted proportional evolution of the donor countries. The countries’ high levels might create a 

ceiling effect where it is hard for them to increase their score further in the post-treatment period.  

However, as argued in the discussion of mechanisms in section 2, the anticipated effect would be 

to possibly lower, not raise, the Legal System and Property Rights score.  So, ceiling effects 
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would not prevent a deterioration in their score.  However, since donor countries have greater 

capacity to improve their scores, we could find a   negative treated-synthetic gap even without an 

adverse treatment effect if donor countries improve. However, as our figures reported in our 

main results and our robustness checks indicate, all of our significant findings involved 

deteriorations in the property rights trends in our treated countries with relatively stable trends in 

our synthetic controls.  Mean reversion is a second possible concern.  Our synthetic control is 

matching on trends and if mean reversion from their high levels was occurring in both the pre- 

and post-treatment periods our control should account for that.  However, if mean reversion 

occurs in only the post-treatment period it would bias our results towards overestimating a 

negative impact of Syrian refugees on Legal System and Property Rights. This is a caveat to keep 

in mind as we are not aware of any way to correct for it.    

We picked covariates based on the literature studying causes of economic freedom. Lawson 

et al. (2020) surveyed this literature and found that the most consistent correlates with levels and 

changes in economic freedom were prior levels of economic freedom, political/civil freedoms, 

and inequality. Thus, in addition to lags of our dependent variable, we include a Gini index from 

the World Bank (2025) and a Civil Liberties Index from Freedom House (2025) as covariates.  

Additionally, we include a measure of human capital from the Penn World Tables (Feenstra et al., 

2015) because Grier & Grier (2021) found it was a significant predictor of countries that make 

large and sustained jumps in economic freedom. We also include GDP per capita as an additional 

covariate to take into account income levels in treated and control countries. 

4. Results 

We create individual synthetic counterparts for Austria, Germany and Sweden’s overall 

economic freedom and for the four individual areas of economic freedom most likely to be 
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impacted by the refugee crisis.  We next examine each country individually and explore any 

significant differences between the real country’s overall economic freedom and each area’s 

score and their synthetic counterparts. Next we conduct a series of robustness checks on our 

main results. Finally, we summarize our overall general findings and by comparing an average of 

the real countries’ scores and the average synthetic counterparts’ score in each pre- and post-

treatment year in a “stacked” synthetic control analysis.    

a. The Synthetic Counterfactuals 

All of our synthetic controls appear to be reasonable counterfactuals to evaluate Austria, 

Germany, and Sweden’s overall economic freedom and individual areas against. All of these 

synthetic controls are constructed from the same 21 European donor countries (except Area 4 

which excludes Serbia and Moldova due to missing data) but to economize on space each table 

only includes donor countries receiving positive weights.  Each of the synthetic controls is also 

constructed using the same covariates.12  We describe each of these by country.   

Austria 

Table 2 shows the donor weights for Synthetic Austria and each of the four individual 

areas of freedom analyzed.  Synthetic Austria is primarily comprised of the United Kingdom 

(0.469), France (0.158) and the Czech Republic (0.136), with small contributions from Slovenia 

(0.097), the Slovak Republic (0.075), and Ireland (0.064). The pre-treatment fit is strong, with an 

RMSPE of 0.049.  The synthetic control for Austria’s size of government is composed of Poland 

(0.360), Slovenia (0.341), France (0.190) and Iceland (0.108) with an RMSPE of 0.156.  

 
12 In instances where we had to normalize the outcome variable to 1.0 in the year prior to treatment, we also had to 
move the last lagged pretreatment of the outcome variable forward one year to not coincide with the normalized 
year. 



 23 

Austria’s synthetic control for the Legal System and Property Rights is comprised of Ireland 

(0.561), Estonia (0.219), France (0.195), and the United Kingdom (0.025) with an RMSPE of 

0.008 (the variable here is scaled, not the actual index).  Austria’s synthetic control for Freedom 

to Trade is comprised of Ireland (0.496), Spain (0.222), Iceland (0.203) and Italy (0.078) with an 

RMSPE of 0.077.  Finally, Austria’s synthetic control for Regulation is comprised of France 

(0.492), Estonia (0.201), Slovenia (0.188), Czechia (0.060), and the United Kingdom (0.060) 

with an RMSPE of 0.053.  Table 3 contains our predictor balances for each of these synthetic 

controls.   

 

Table 2: Donor weights for Austria. Donors with weight > 0.005 in at least one specification are 

listed; "—" indicates weight ≤ 0.005. RMSPE is the pre-treatment root-mean-squared prediction 

error between the treated unit and its synthetic control. 
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Table 3: Covariate balance for Austria. "EFW (yyyy)" refers to the aggregate index in the Main 

EFW column and to the corresponding subindex in the area columns. Pre-treatment outcome lags 

differ across specifications because rescaled cells drop the anchor-year predictor. 

Germany 

Table 4 shows the donor weights for Synthetic Germany and each of the four individual 

areas of freedom analyzed.  Synthetic Germany is comprised primarily of the United Kingdom 

(0.571) and the Czech Republic (0.342) with smaller contributions from Ireland (0.087) and 

Serbia (0.001). The pre-treatment fit is strong, with an RMSPE of 0.06. The synthetic control for 

the Size of Government consists of Ireland (0.531), Czechia (0.200), the Slovak Republic 

(0.178), Latvia (0.049) and France (0.041) with an RMSPE of 0.161.  Like Austria, Germany’s 

Legal System and Property Rights score was an outlier, so we normalized its outcome variable to 

1.0 in the year prior to treatment and then constructed our synthetic control which consists of 

Estonia (0.444), Ireland (0.316), France (0.197) and Slovenia (0.044) with an RMSPE of 0.009.  

The synthetic control for Germany’s Freedom to Trade consists of the United Kingdom (0.726), 

Iceland (0.143), and Italy (0.132) with an RMSPE of 0.196.  Finally, the synthetic control for 

Germany’s Regulation consists of Ireland (0.429), Czechia (0.385), and Poland (0.186) with an 

RMSPE of 0.165.   Table 5 contains our predictor balances for each of these synthetic controls.   
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Table 4: Donor weights for Germany. Donors with weight > 0.005 in at least one specification 

are listed; "—" indicates weight ≤ 0.005. RMSPE is the pre-treatment root-mean-squared 

prediction error between the treated unit and its synthetic control. 

 

Table 5: Covariate Balance for Germany. "EFW (yyyy)" refers to the aggregate index in the 

Main EFW column and to the corresponding subindex in the area columns. Pre-treatment 

outcome lags differ across specifications because rescaled cells drop the anchor-year predictor. 

Sweden 

Synthetic Sweden, as shown in Table 6, is comprised mainly of Ireland (0.401) and 

United Kingdom (0.39), with smaller contributions from Poland (0.114), the Czech Republic 
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(0.055), and Serbia (0.04). The pre-treatment fit is strong, with an RMSPE of 0.09. Sweden’s 

Size of Government score was lower than any donor pool countries and thus we had to normalize 

the synthetic controls for both the Size of Government and Legal System and Property Rights to 

1.0 in the year prior to treatment.  The synthetic control for Sweden’s Size of Government is 

comprised of Ireland (0.426), Czechia (0.415), France (0.088), Spain (0.049), and Hungary 

(0.021) with an RMSPE of 0.014.  The synthetic control for its Legal System and Property rights 

is comprised of Ireland (0.516), Estonia (0.169), Italy (0.151), the United Kingdom (0.123), and 

Czechia (0.041) with an RMSPE of 0.007.  Sweden’s Freedom to Trade and Regulation scores 

were not outliers, so their synthetic controls were constructed normally.  The Freedom to Trade 

synthetic control consists of the United Kingdom (0.497), France (0.276), Iceland (0.143) and 

Spain (0.085) with an RMSPE of 0.061.  Finally, the synthetic control for Regulation consists of 

Estonia (0.580), France (0.164), Poland (0.120), Ireland (0.084) and the United Kingdom (0.042) 

with an RMSPE of 0.134.  Table 7 contains our predictor balances for each of these synthetic 

controls.   

 



 27 

Table 6: Donor weights for Sweden. Donors with weight > 0.005 in at least one specification are 

listed; "—" indicates weight ≤ 0.005. RMSPE is the pre-treatment root-mean-squared prediction 

error between the treated unit and its synthetic control. 

 

Table 7: Covariate balances for Sweden. "EFW (yyyy)" refers to the aggregate index in the Main 

EFW column and to the corresponding subindex in the area columns. Pre-treatment outcome lags 

differ across specifications because rescaled cells drop the anchor-year predictor. 

b. Individual country synthetic controls 

Austria 

The evolution of Austria’s overall economic freedom relative to synthetic Austria is 

displayed in Figure 3 which also presents the magnitude of the difference between Austrian and 

synthetic Austria in each post-treatment year and the statistical significance of those differences 

is reported at the bottom of each bar. Following the 2015 refugee inflow, Austria’s actual EFW 

index and its synthetic have similar trajectories with the synthetic always slightly higher. The 

estimated p-values show significance at a 5% level only for 2016, without any significant effects 

after this year and the magnitude of the significant effect is small, at only 0.10 when Austria’s 

economic freedom score was 7.92 at the time of the treatment. 
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Figure 3: Austria – Aggregate EFW synthetic control (left), effect magnitudes and p-

values (right). 

Figure 4 illustrates the synthetic results for each of the four areas of economic freedom in 

Austria.  Although the real Austria generally scores lower than its synthetic counterpart in each 

of the four areas, none of the results for the Size of Government, Legal System and Property 

Rights, and Freedom to Trade are statistically significant.  Only Regulation shows a few 

statistically significant years (2019, 2022, 2023) at the 10 percent level and the magnitudes are 

small at between 0.1 and 0.175 points, while its overall Regulation score ranged from 6.8 to 7.1 

during those years.  
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Figure 4: Austria – EFW subindex synthetic controls. 

Germany 

The evolution of economic freedom in Germany relative to its synthetic control is 

illustrated in Figure 5. The pretreatment lines follow the same general trends. In the post-

treatment years, the real Germany’s economic freedom declines more than synthetic Germany 

from 2016 to 2019. Figure 5, also shows the magnitude of the differences and p-values, indicates 

that only 2016 and 2018 are statistically significant at the 5% and the 10% level.  The 

magnitudes were small at 0.119 and 0.145, while Germany’s economic freedom score was 8.13 

at the time of treatment.  
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Figure 5: Germany – Aggregate EFW synthetic control (left), effect magnitudes and p-

values (right). 

  Figure 6 illustrates the synthetic results for each of the four areas of economic freedom 

in Germany. None of the results for Freedom to Trade or Regulation were statistically significant. 

Size of Government was negative and statistically significant in 2016 (at 5%) and 2017 (at 10%) 

and between 0.3 and 0.4 in magnitude.  However, the most striking area level result is for Legal 

System and Property Rights, where all post-treatment years were negative and highly statistically 

significant.  Recall, that the scale in Figure 6 has normalized the last pre-treatment period to 1.0 

since Germany’s score in this area is an outlier.  Reconverting these changes back to levels 

indicates the magnitude of these effects ranged from 0.22 to 0.52 points when Germany’s overall 

Legal System and Property Rights score was 8.75 prior to treatment.  
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Figure 6: Germany – EFW subindex synthetic controls. 

Sweden 

 The evolution of economic freedom in Sweden compared to synthetic Sweden is 

illustrated in Figure 7. Real Sweden and synthetic Sweden evolve similarly in the pre-treatment 

period and then post-treatment synthetic Sweden has a higher economic freedom score than real 

Sweden in all periods. However, the p-values reported in Figure 7 indicate that none of these 

differences are statistically significant.   
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Figure 7: Sweden – Aggregate EFW synthetic control (left), effect magnitudes and p-

values (right).  

 Figure 8 illustrates the synthetic results for each of the four areas of economic freedom in 

Sweden. None of the results for Size of Government or Freedom to Trade were statistically 

significant.  Regulation was negative and statistically significant in 2018 and 2019 (1%) and 

hovered around 0.4 in magnitude.  The most striking area result was again Legal System and 

Property Rights, which was negative and statistically significant in all but one (2016) post-

treatment year.  Recall, that like Germany, Sweden’s Legal System and Property Rights score 

was an outlier, thus the numbers appearing for this area in Figure 8 are normalized to 1.0 in the 

last pre-treatment period.  Reconverting these changes back to levels indicates the magnitude of 

these effects ranged from 0.13 to as much as 0.72 (2023) points, while in most years the level 

hovered around 0.5, when Sweden’s overall Legal System and Property Rights score was 9.02 

prior to treatment. 
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Figure 8: Sweden – EFW subindex synthetic controls. 

c. Robustness 

We conducted a series of robustness checks.  First, we re-ran all the above results using all-

lags of economic freedom and no covariates as recommended by Ferman et al. (2020).  Next, we 

re-ran our results while leaving the United Kingdom out of the donor pool. The United Kingdom 

was a significant donor in the construction of all three countries’ synthetic counterfactuals.  It 

comprised 46.9 percent of Austria’s, 57.1 percent of Germany’s, and 39 percent of Sweden’s 

synthetic counterfactuals. If Brexit, which took effect in 2020, caused a major change in the 

United Kingdom’s economic freedom, it could undermine its reliability to serve as part of a 

synthetic counterfactual.  The UK’s economic freedom dropped 0.43 points from 2019 to 2020 

before gaining about half of that loss (0.21) back in 2021. This, of course, also coincides with a 

global drop in economic freedom associated with the COVID-19 pandemic.  Other European 
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countries, not experiencing Brexit, dropped an average of 0.24 economic freedom points from 

2019 to 2020, and recovered only 0.06 points in 2021.  Nevertheless, we drop the U.K. and re-

run our analysis to ensure that Brexit wasn’t responsible for our results.    

Then we re-ran our results while including a covariate for the percent of population that were 

immigrants while returning to the original specification.  We include this as a robustness check, 

rather than in our main results, because we wanted donor countries whose economic institutions 

were not being affected by changes in immigrants in their population.  Germany, Sweden and 

Austria are all major immigrant destination countries in Europe with between 14.6 (Sweden) to 

17.8 (Austria) percent of their population foreign born in 2010 prior to the Syrian refugee surge.  

The only donor countries receiving positive weights in our main results that had immigrant 

population shares nearly as large, or larger, in any pre- or post-treatment year were Ireland, 

Slovenia, and Serbia.  In all three countries, the vast majority of their immigrants came from 

other European countries or other high economic freedom countries, where there is little reason 

to think that they could transmit a negative institutional externality, as posited by the new 

economic case for immigration restrictions. However, one might argue that the negative impact 

of the refugee surge on destination countries’ economic freedom could depend on how much 

prior immigration a country had experienced.  So, as a robustness check we re-ran our main 

analysis, while adding the 2010 total immigrant stock as a percent of a country’s population as a 

covariate.    

Next we re-ran our main results while expanding the donor pool to include all OECD 

countries that were not included in the original donor pool and that were also not treated with 
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their own refugee inflow during the period of analysis.13 Next, we moved the treatment date two 

years earlier to account for any potential anticipation effects.  This is particularly relevant for 

Austria and Germany, who were not treated until 2015 in our other specifications, because the 

EU began implementing asylum-related policy changes in 2013-2014.   

Next, we re-ran our analysis employing a synthetic difference-in-difference method.  This is 

a “doubly robust” method that combines a classic synthetic control with a traditional difference-

in-differences method.  It matches on trends, rather than levels, and thus relies on the same 

parallel trends assumption as traditional diff-in-diff analysis.  Finally, since Area 2, Legal System 

and Property Rights, was our most significant sub-area level result (in Germany and Sweden) we 

rerun our baseline specification in each country using an alternative measure of property rights 

from V-Dem (Coppedge et al., 2026a).14  The V-Dem question asks: "Do citizens enjoy the right 

to private property?" to both men and women (and then averaged to create the aggregated index) 

and then clarifies: "Private property includes the right to acquire, possess, inherit, and sell private 

property, including land. Limits on property rights may come from the state (which may legally 

limit rights or fail to enforce them; customary laws and practices); or religious or social norms. 

This question concerns the right to private property, not actual ownership of property" 

 
13 This results in the need to exclude Australia, Canada, Costa Rica, and Israel from the OECD donor pool.  
14 V-Dem also has a question that asks, “Does the state own or directly control important sectors of the 
economy?" It clarifies that “This question gauges the degree to which the state owns and controls capital 
(including land) in the industrial, agricultural, and service sectors. It does not measure the extent of 
government revenue and expenditure as a share of total output; indeed, it is quite common for states with 
expansive fiscal policies to exercise little direct control (and virtually no ownership) over the economy” 
(Coppedge et al., 2026b, p. 208; Pemstein et al., 2026).  The theory in section 2 identifies fiscal tax and 
spending policies as the primary way that Area 1, Size of Government, could be aWected by the refugees.  
Thus, this V-Dem measure does not serve as a good alternative robustness check for Area 1 of the EFW index. 
Nevertheless, we did run our baseline specification on this measure and found no statistically significant 
eWect on Germany, three years of negative and statistically significant eWects on Sweden, and seven negative 
and statistically significant years in Austria.  These results are unreported.     
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(Coppedge et al., 2026b, p. 334). The three countries are outliers with very high scores on V-

Dem’s property rights measure, just as they were on Area 2 of the EFW measure. So, we again 

normalize to 1.0 prior to treatment. 

The appendix contains all of our robustness tables and figures.  Here we summarize these 

robustness results by country.   

Austria 

 Austria overall economic freedom only had one negative and statistically significant year 

(2016) in the post-treatment period in our main results and it was small in magnitude at 0.1 

points. When we employ an all-lags model 2016 remains significant and the same in magnitude 

while 2019 and 2020 now show significance and a slightly larger, but still small, magnitude at 

0.14-0.15, while the other six post-treatment years remain statistically insignificant.  When the 

United Kingdom is dropped from the donor pool 2016 loses its statistical significance but the 

years 2020-2023 become statistically significant, though also small in magnitude at 0.15-0.175.  

When we add a covariate for the percent of the population that were immigrants to our original 

specifications the results remain identical, with only 2016 showing statistical significance. When 

we expand the donor pool with OECD countries Japan gets significant weight (53.3%) and six of 

the nine post-treatment years are negative and statistically significant, though the magnitudes 

remain small. If anticipation were polluting our results we may find statistical significance in the 

first two years, when we move the treatment two years earlier and then also find more 

statistically significant years in the true post-treatment period, since we would not be 

constructing a counterfactual based, in part, on years that are “pre-treated.”  We find no evidence 

of statistical significance in Austria’s two potential anticipation years and find only two 

significant post-treatment year (2021-2022) that are between 0.20 and 0.26 in magnitude.  
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Anticipation does not seem to be undermining our prior results. Finally, when we run a synthetic 

difference in differences, to match on trends rather than levels, we find no statistically significant 

results (at 95% confidence intervals).  

 Austria’s Size of Government area remains statistically insignificant in all post-treatment 

years when we use all-lags, drop the UK, and add the immigrant stock covariate. Its Legal 

System and Property Rights area, which was insignificant in all years in our main specification, 

remained insignificant in all years when we used V-Dem’s alternative measure of property rights, 

but becomes significant in 2021-2023 in our all-lags model, in 2018-2019 in our drop U.K. 

model, and 2018 and 2022 in our include immigrant stock model, and remains statistically 

insignificant in all other years.  The magnitudes of these effects range from -0.21 to -0.29.  The 

Freedom to trade area, which was insignificant in all years in our main specification remains 

insignificant in all years when we drop the U.K. and add the immigrant stock, however it 

becomes statistically significant and negative 2015-19 (-0.141 to -0.199 magnitude) and positive 

in 2021 (0.266 magnitude) in the all-lags model.  Finally, Regulation, which was negative and 

significant in 2019, 2022, and 2023 in the main specification remains significant in 2019 and 

2022 in the all-lags model, while losing significance in 2023 and gaining significance in 2020 

and 2021, while the magnitude range of these results remains small and essentially unchanged. 

Anticipation does not seem to be interfering with our area results either.  Freedom to Trade is the 

only area that had one year (2013) give statistically significant results, and the remaining post-

treatment years all remained statistically insignificant as they were in the main results.  Legal 

System and Property Rights, which did not show statistical significance in the original 

specification, but has in other robustness checks, did show negative and significant results from 

2018 to 2023, when including anticipation years. Individual areas were largely unaffected by 
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expanding the donor pool to include other OECD countries as small amounts of the United States 

and Iceland were included in some area synthetics.  With the expanded OECD donor pool there 

were no statistically significant results for Size of Government and Legal System and Property 

Rights, one negative and statistically significant year for Regulation (2022), however, seven of 

the nine post-treatment years became negative and statistically significant for Freedom to Trade. 

Finally, we did not get statistically significant results for any individual areas (at 95% confidence 

interval) when we ran a synthetic difference-in-differences analysis.    

Germany 

 Germany’s overall economic freedom score showed negative and statistically significant 

results in only 2016 and 2018 in our main results and these effects were small in magnitude at 

between 0.1 and 0.15.  All post-treatment years become statistically insignificant in our all-lags 

model and our immigrants as a stock of the population model.  When the UK is dropped 2016 

and 2018 lose their statistical significance, however 2020 and 2021 gain statistical significance 

and are slightly larger at between 0.2 and 0.3 points, though confidence in these two years may 

be questioned due to the pandemic.  The United States receives a 16.9% weight when the donor 

pool is expanded to include OECD countries and 2016 and 2018 lose their statistical significance 

while 2017 becomes negative and statistically significant. We find no evidence of statistical 

significance in Germany’s two potential anticipation years and find no statistically significant 

post-treatment years when including potential anticipation effect by moving the treatment date.  

Finally, when we ran a synthetic difference-in-differences analysis we did not get any statistically 

significant results (at 95% confidence interval).   

 The Freedom to Trade and Regulation Areas were statistically insignificant in all post-

treatment years in the original specification and remain insignificant for all years in our all-lags 
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model, drop U.K. Model, add immigrant stock model, except for Regulation in our all-lags 

model for 2017, where it is statistically significant and positive at 0.28.  Germany’s Size of 

Government was negative and statistically significant in 2016 and 2017 in our original 

specification and between 0.3 and 0.4 in magnitude.  In our all-lags model 2016 and 2017 lose 

significance, our results are unchanged in the drop U.K. model, and in our add immigrant stock 

model 2019, 2020, and 2021 also become statistically significant.  The main consistent result of 

our area analysis was a consistent negative and statistically significant effect on Legal System 

and Property Rights.  This result remains statistically significant in all post-treatment years in our 

all-lag, drop U.K., and add immigrant stock models and ranges in magnitude from -0.13 points to 

-0.62 points. However, this negative effect disappears when we use V-Dem’s alternative measure 

of property rights.  There are no negative and statistically significant years with V-Dem’s 

measure, and the first three years are actually positive and statistically significant at the 0.10 

level, but the magnitude in those years (0.00097, or one-tenth of one percent of Germany's score 

of 0.97) is vanishingly small.  Chile, Iceland, Japan, and the United States receive some weights 

(none exceed 20%) in the area synthetics when the donor pool is expanded to OECD countries 

and the Legal System and Property Rights result remains negative and statistically significant in 

all but one year, Freedom to Trade and Regulation are never statistically significant, and Size of 

Government is negative and significant in three years.  Anticipation effects do not seem to 

undermine Germany’s area level results.  Neither of the two anticipation years were statistically 

significant for Size of Government, Freedom to Trade, or Regulation and all other post-treatment 

years were insignificant (except 2017 Regulation which was positive and significant).  

Meanwhile, one anticipation year, 2014 was negative and statistically significant for the Legal 

System and Property Rights area, however, consistent with prior findings, the negative and 
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statistically significant result remained in all other post-treatment years. Finally, when we 

conduct a synthetic difference-in-differences analysis we find negative and statistically 

significant results for Legal System and Property Rights in 8 out of 9 post-treatment years and 

insignificant results for all other areas (at 95% confidence interval).    

Sweden 

 Sweden’s overall economic freedom score was never impacted in a statistically 

significant manner in the post-treatment years of our original specification.  This finding remains 

essentially unchanged in our robustness checks.  There are no statistically significant results in 

our all-lags model, our include immigrant stock model, and when we expand the donor pool to 

other OECD countries.  When the U.K. is dropped from the donor sample 2022 and 2023 

become negative and statistically significant, while all other years remain insignificant.  We find 

no evidence of statistical significance in Sweden’s two potential anticipation years and, 

consistent with prior results, find no statistically significant post-treatment years, when including 

potential anticipation effect by moving the treatment date.  Finally, when we ran a synthetic 

difference-in-differences analysis we did not get any statistically significant results (at 95% 

confidence interval).   

 Sweden’s Size of Government and Freedom to Trade areas were never statistically 

significant in our main specification.  This remains essentially unchanged in our all-lags, drop 

U.K., and add immigrant stock specifications, except for 2019’s Freedom to Trade score in our 

all-lag model and 2016’s Size of Government score in our immigrant stock model, where both 

were negative but small in magnitude. Sweden’s Regulation area was negative and statistically 

significant in 2018 and 2019 in our original specification.  These years retained significance in 

our drop U.K. and immigrant stock models, with 2022 gaining statistical significance in the 
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second, and lost their significance in our all-lag model, while all other years remained 

statistically insignificant. The Legal System and Property Rights area had been negative and 

statistically significant in every year except 2016 in our post-treatment period in the original 

specification.  This result weakened somewhat in our robustness checks as the years 2013-2017 

were insignificant in our all-lags model and 2013-2016 were insignificant in our drop U.K. 

model and only 2017 and 2018 were negative and statistically significant when we used V-Dem’s 

alternative measure of property rights.  However, all years became negative and significant in 

our immigrant stock model.  Magnitudes ranged from -0.13 to -0.79. The United States and 

Japan receive some weight in the Legal System and Property Rights synthetic, and Iceland in the 

Freedom to Trade synthetic, when the donor pool is expanded to OECD countries and the Legal 

System and Property Rights variable was negative statistically significant in all post-treatment 

years and Freedom to Trade was statistically insignificant in all years. When we move the 

treatment date two years to account for potential anticipation effects, these two years are 

insignificant for the Legal System and Property Rights area, while 2016 to 2023 retains its 

negative and statistically significant relationship.  Meanwhile, moving the treatment date results 

in no statistically significant years for Size of Government, Regulation, and only the anticipatory 

years for Freedom to Trade but no other post-treatment years.  Finally, when we conduct a 

synthetic difference-in-differences analysis we find negative and statistically significant results 

for Legal System and Property Rights from 2018 through 2023 (and insignificant results in 

earlier treated years), as well as for Regulation in 2018 and 2019.  All other areas were 

insignificant in all years (at 95% confidence interval). 

d. Generalized Results 
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There are two general findings that stand out across our main specification and all of the 

various robustness checks.  First, there is little significant effect of the Syrian refugee surge on 

the overall level of economic freedom in destination countries.  Second, the Syrian refugee surge 

does appear to significantly decrease the Legal System and Property Rights area in Germany and 

Sweden. However, this second result does appear to be sensitive to the measure of property 

rights as the effect disappears in Germany and is reduced to only two significant years in 

Sweden, when we employ V-Dem’s alternative measure of property rights. Table 8 reports the 

percent of post-treatment years that there was a statistically significant impact of the Syrian 

refugee surge on the overall index, and each area, for each country across our main specification 

and all robustness checks and the average magnitude of those impacts.   

 

Table 8: Cross-spec robustness of negative ATTs on aggregate EFW and four subindexes.15  

 
15 Each EFW cell pools post-treatment country-years across seven specifications: Main, All-lags, No-UK, Mig-
stock-2010, OECD-pool, Treatment-shifted-earlier-2yr, and Synthetic DID (SDID). There are 65 country-years for 



 43 

 

 Overall economic freedom was rarely impacted by the Syrian refugee surge in Germany 

and Sweden, while it was negatively impacted in Austria in between 15 and 28 percent of the 

specification-year estimates.  However, the average magnitude of that impact was small at 

around 0.15 points and 70 percent of the significant specification-years at the 0.05 level occurred 

during or after the COVID-19 pandemic, and 61 percent at the 0.10 level, where we have less 

confidence in the results. Overall, our findings indicate that the Syrian refugee surge did not 

meaningfully impact overall economic freedom. The Legal System and Property Rights variable 

was negative and statistically significant in 83 to 95 percent of the specification-years in 

Germany, 57 to 75 percent of the specification-years in Sweden, and 5 to 22 percent of the 

spectification-years in Austria.  The magnitudes of these effects were larger, averaging right 

around 0.5 points in Germany and Sweden.   At the 0.05 significance level 48.1 percent of the 

significant years occurred during or after the COVID-19 pandemic in Germany, 51.1 percent in 

Sweden, and 100 percent in Austria (with only three significant periods). The pandemic does not 

 
Austria and Germany, and 79 for Sweden. All seven specifications use placebo-based inference. "% spec-years neg-
sig" reports the share of post-treatment specification-years with ATT < 0 and a p-value at or below the threshold.  
"Avg ATT⁻" reports the mean signed treatment effect across those specification-years, in EFW (0–10) index points. 
Positive and significant effects appear in only two EFW cells: Austria / Freedom to Trade (Area 4) at p ≤ 0.10 (1.5% 
of years; mean ATT⁺ = +0.266), and Germany / Regulation (Area 5) at p ≤ 0.05 (3.1% of years; mean ATT⁺ = 
+0.292).  
Outcomes marked with an asterisk (Sweden Area 1; Area 2 for all three countries) were rescaled to 1.0 at the pre-
treatment anchor year (Sweden Area 1: 2012; Austria and Germany Area 2: 2014; Sweden Area 2: 2012) prior to 
synthetic-control estimation; the reported ATTs are the rescaled effects converted back to EFW points by multiplying 
by the treated unit's raw anchor-year value (4.685, 8.764, 8.751, and 9.018, respectively). 
V-Dem rows report the baseline specification only (main covariates with three lags), not all seven specifications, so 
the percentage is a fraction of the 9 post-treatment years for Germany and Austria, and 11 for Sweden. This ATT is 
not comparable to the other EFW rows, as V-Dem’s property rights index (v2xcl_prpty) is measured on a scale from 
0 to 1. Here, like with Area 2, the outcome was rescaled to 1.0 at the pre-treatment anchor year because our treated 
countries had extreme values (anchored to the same years as EFW). Then, we reconverted the values to estimate the 
ATT. Germany had three significant and positive post-treatment years at the 0.10 level immediately after treatment. 
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appear to be driving our Legal System and Property Rights results with roughly half of the 

significant years occurring prior to the pandemic.  

As an additional way to generalize our findings, we follow Cavallo et al. (2013) by 

creating a “stacked” synthetic control for overall economic freedom and for the Legal System 

and Property Rights measure. This method is useful when there are multiple treated countries and 

they experience the shock at different times.  In our case, Sweden was treated in 2013, while 

Germany and Austria were treated in 2015.  The stacked synthetic controls “lines up” each 

country’s treated year and then averages both the actual values of the outcome for the treated 

countries, and the estimated synthetic units. This yields an average treatment effect and then 

allows the use of placebo-based inference by using all possible donor country averages. 

The average economic freedom score for all three countries and the average synthetic 

counterfactual is plotted in Figure 9. The pre-treatment period has a reasonably good fit, and 

both the actual and synthetic values follow the same general trend. After treatment, a gap appears 

in which synthetic values are higher than the actual average score of the three countries. The 

height of the bars in Figure 9 illustrates the magnitude of the difference between the average of 

the three countries and the synthetic average in each of the post-treatment years and the 

statistical significance of those differences is reported in the number at the bottom of each bar. 

Only two post-treatment years achieve statistical significance at traditional levels.  Period 6 is the 

most significant difference in magnitude (-0.18 EFW points) and statistical significance (5%). 

Post-treatment year 3 is also marginally significant (at 10%) but is smaller in magnitude at only -
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0.12 EFW points).  

 

Figure 9: Stacked synthetic control for EFW (left), effect magnitudes and p-values 

(right).  

 The presence of Syrian refugees does not seem to have changed the overall economic 

freedom in these destination countries.  Although the average of the real countries decreases 

more than the synthetic counterpart in each post treatment year, these differences are not 

statistically significant in 7 out of 9 periods and the joint P-value for all the years up through the 

6th post-treatment year narrowly misses statistical significance at 0.106.16  The magnitudes of the 

effects are also relatively small with an average size of only 0.11 EFW points over the 6 years 

since treatment, while the average freedom score for these countries was 7.97 at the time of 

treatment.17    

The average Legal System and Property Rights score for all three countries and the average 

synthetic counterfactual is plotted in Figure 10. The pre-treatment period has a reasonably good 

 
16 Interestingly, the largest and most statistically significant difference occurred in year 6 post-treatment which also 
coincides with a global plunge (for two treated countries) in economic freedom during the pandemic. See Miozzi 
and Powell (2023 and 2024) for an account of how global economic freedom was impacted by governments’ 
response to the Covid-19 pandemic.   
17 We also ran an all-lags stacked model with no covariates.  Our lag only stacked model shows negative and 
statistically significant results in post-treatment periods 3 to 6.  However, the empirical magnitude remains small 
(0.107 in post treatment period 3 rising to 0.168 in period 6). 
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fit, and both the actual and synthetic values follow the same general trend. After treatment, a gap 

appears in which synthetic values are higher than the actual average score of the three countries. 

The height of the bars in Figure 10 indicates that the negative effects were statistically 

significant in all post-treatment years and they grew in size from 0.14 to 0.41 EFW points when 

scaled back to the regular index.18 

 

Figure 10: Stacked synthetic control for EFW Area 2 (left), effect magnitudes and p-

values (right).  

5. Conclusion 

This paper contributes a new case study where there was the potential for migrants to 

adversely impact institutions associated with high productivity in destination countries, as 

posited by the new economic case for immigration restrictions.  Two aspects of the Syrian 

refugee crisis make it a particularly likely place to find the negative effect on institutions posited 

by the new economic case for immigration restrictions.  First, difference in economic freedom 

between the origin and destination countries was about as large as it could be.  Syria ranked 157 

out of 165 countries in economic freedom.  Meanwhile the European destination countries were 

 
18 An all lagged model delivered essentially identical results.   
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all near the top of the economic freedom rankings at number 9, 18, and 23.  Second, because this 

immigration surge came via a refugee crisis, where the migrants were fleeing conflict, they are 

less likely to “self-select” either as people dissatisfied with their origin country institutions, or as 

people pre-assimilated to desire destination country institutions, compared to normal 

immigration flows.  However, other factors could limit our ability to observe the negative 

externality via this crisis.  First, though the refugee surge caused significant media and political 

attention, the size of the Syrian migrants as a percent of the destination countries’ population 

never exceeded 2.1 percent in any of the countries – compared to the 20 percent and 10 percent 

levels of immigrants as a percent of the population studied in Israel and Jordan.  Second, as 

described above, there were significant barriers to political participation of the Syrian refugees, 

at least in the initial years post-treatment, that could limit their ability to impact institutions.  

However, it is worth noting that while Sweden had the quickest naturalization process, and the 

largest percentage of its Syrian refugees naturalized and thus able to vote, it was the only 

destination country that didn’t have a single year of a negative and statistically significant 

association with aggregate economic freedom in the post-treatment period in our main 

specifications. A third factor that could mitigate institutional changes is that perhaps Austria, 

Germany, and Sweden’s choice to be more welcoming to refugees was influenced by their ex-

ante confidence in their institutional robustness.   

With the above qualifications in mind, we do not find robust evidence of a large negative 

effect of the Syrian refugee surge on Austria, Germany, or Sweden’s overall economic freedom.  

Point estimates are generally negative, but most are statistically insignificant and the ones that 

are statistically significant are small in magnitude.  Overall, this finding contributes to the 
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growing literature that generally does not find empirical support for the new economic case for 

immigration restrictions.   

However, we do find some suggestive evidence that the Legal System and Property Rights 

area of economic freedom was harmed by the Syrian refugee surge in Germany and Sweden.  

This area is comprised of eight sub-areas that include survey data on people’s beliefs about the 

impartiality of the courts, their confidence in the legal system and the security of their property 

rights, and how well the police enforce law and order.  This finding seems most consistent with a 

transmission mechanism running through the informal cultural channel where the presence of a 

large number of refugees from a low trust society erodes some of the norms (or beliefs about the 

security of those norms) in a high trust destination society, rather than through mechanisms 

where the political preferences of either the refugees or the native-born voters lead to 

institutional change. However, this finding was not robust to using V-Dem’s alternative measure 

of property rights. Future research should examine trust and other cultural data to investigate this 

further.   

 

During the preparation of this work, the authors used Claude for assistance in coding and 
table preparation. The authors reviewed and edited the output as needed and take full 
responsibility for the content of the published article.   
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Appendix: Robustness Checks 

A. Results for matching only on lags. 

 

Table 1A: Austria 

 

Table 2A: Austria 
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Table 3A: Germany 

 

Table 4A: Germany 
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Table 5A: Sweden 

 

Table 6A: Sweden 

 

 

 



 62 

 

Figure 1A: Austria Overall EFW

 

Figure 2A: Austria subindexes 
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Figure 3A: Germany Overall EFW 

Figure 4A: Germany subindexes 
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Figure 5A: Sweden Overall EFW 

 

 

Figure 6A: Sweden subindexes 
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Figure 7A: Stacked synth 
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B. Results dropping UK. 

 

Table 1B: Austria weights 

 

Table 2B: Austria covariate balance 
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Table 3B: Germany weights 

 

Table 4B: Germany covariate balance 

 

Table 5B: Sweden weights 

 

Table 6B: Sweden covariate balance 
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Figure 1B: Austria Overall EFW

 

Figure 2B: Austria subindexes 
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Figure 3B: Germany Overall EFW 

 

Figure 4B: Germany subindexes 
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Figure 5B: Sweden Overall EFW 

 

Figure 6B: Sweden subindexes 
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C. Results including migrant stock 

 

Table 1C: Austria weights 

 

Table 2C: Austria covariate balance 
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Table 3C: Germany weights 

 

Table 4C: Germany covariate balance 

 

Table 5C: Sweden weights 

 

Table 6C: Sweden covariate balance 
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Figure 1C: Austria Overall EFW 

 

Figure 2C: Austria subindexes 
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Figure 3C: Germany Overall EFW 

 

Figure 4C: Germany subindexes 
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Figure 5C: Sweden Overall EFW 

 

Figure 6C: Sweden subindexes 

  



 76 

D. Expanding donor pool to OECD 

 

Table 1D: Austria weights 

 

Table 2D: Austria covariate balance 
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Table 3D: Germany weights 

 

Table 4D: Germany covariate balance 
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Table 5D: Sweden weights 

 

Table 6D: Sweden covariate balance 
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Figure 1D: Austria Overall EFW 

 

Figure 2D: Austria subindexes 
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Figure 3D: Germany Overall EFW 

 

Figure 4D: Germany subindexes 
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Figure 5D: Sweden Overall EFW 

 

Figure 6D: Sweden subindexes 
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E. Synthetic Diff-n-Diff 

 

Table 1E: Austria weights 
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Table 2E: Germany weights 
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Table 3E: Sweden weights 
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Figure 1E: Austria Overall EFW 



 86 

 

Figure 2E: Austria subindexes 

 



 87 

 

Figure 3E: Germany Overall EFW 
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Figure 4E: Germany subindexes 
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Figure 5E: Sweden Overall EFW 
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Figure 6E: Sweden subindexes 
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F. Treatment 2 years earlier 

 

Table 1F: Austria weights 

 

Table 2F: Austria covariate balance 
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Table 3F: Germany weights 

 

Table 4F: Germany covariate balance 
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Table 5F: Sweden weights 

 

Table 6F: Sweden covariate balance 
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Figure 1F: Austria Overall EFW 

 

Figure 2F: Austria subindexes 
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Figure 3F: Germany Overall EFW 

 

Figure 4F: Germany subindexes 
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Figure 5F: Sweden Overall EFW 

 

Figure 6F: Sweden subindexes 
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G. Results using V-Dem property rights. 

Table 1G: Donor country weights. 

 

Table 2G: Covariate balance. 

 

Figure 1G: Austria. 
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Figure 2G: Germany. 

 

Figure 3G: Sweden. 

 


