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Furthermore, policy attention should not be lim-
ited to the linguistic pro ciency of migrant workers.
It should be extended to the migrant community as
a whole, which deserves dedicated linguistic invest-
ment that explores new and di erent ways of teach-
ing and learning, tailored to the needs of migrants.
For instance, this may involve courses being held at
the workplace or in locations where other activities are
undertaken by the migrant’s family members.

e last conclusion points out that both the share
of migrants at the local level and the heterogeneity of

areas in terms of di erent nationalities are assets for
the host population. However, for migrants the e ect
of diversity is more nuanced and depends on the extent
to which the labor market is segmented. e more seg-
mented it is, the more migrants compete among them-
selves and the e ect on wages becomes negative.  ese
results suggest that in addition to local labor market
structures, policies guiding the spatial distribution of
asylum seekers should also take into account both the
size of the migrant population and its ethnic composi-
tion at the local level.

2.4 The macroeconomic
e ects of refugee iImmigration

when it comes to the economic e ects of immigra-

tion in the host country, immigrants are viewed
almost exclusively as workers. Immigrants increase the
supply of labor in the host country, competing with res-
idents for the same number of jobs and thereby pushing
down their wages. is view is obviously distorted, as
it takes no account of the numerous other ways immi-
grantsa ect residents economically. Most importantly,
immigrants are not only workers but also consumers.

us, immigrants always increase both labor supply
and labor demand.

By focusing on the labor supply side, the vast major-
ity of empirical research disregards the numerous feed-
back e ects of immigration on the rest of the economy
(so-called ‘general equilibrium’ e ects).  is over-es-
timates the potential negative e ects on wages and
neglects the e ects on economic outcomes other than
wages. A comprehensive picture therefore must also take
intoaccountthee ects on employment, the capital stock,
redistribution through the welfare system, and so on.=

is section rst provides an overview of the most
important ways immigrants a ect residents econom-
ically and then presents a model-based quanti cation
of the e ects of the refugee immigration in Germany.

I n both the public debate and economic research,

What are the economic e ects
of immigration in the host country??’
Immigrants as workers

e e ect of immigration on the host country that has
received by far the most attention in economic research
is the price e ect of competition and complementar-

aKing a untc e general equilibrium effects of migration

Lead author: Dominik Groll

ity. If immigrants di er from residents in their skills,
immigration leads to a change in the composition of
the workforce. If the share of low-skilled workers is
higher among immigrants than among residents, the
low-skilled workforce increases by more than the high-
skilled workforce, changing the relative supplies of the
di erent skills in the economy. is puts downward
pressure on the wages of low-skilled residents because
low-skilled labor becomes relatively more abundant
(the competition e ect dominates). It also puts upward
pressure on the wages of high-skilled residents because
high-skilled labor becomes relatively scarcer (the
complementarity e ect dominates).

At the same time, the increase in the number of work-
ers leads to a decline in the capital intensity of labor:
the average worker is equipped with less physical capi-
tal. As one of the key determinants of labor productiv-
ity, the decline in capital intensity immediately leads
to a decline in labor productivity, putting downward
pressure on wages. However, this e ect is only tempo-
rary. e ipside of a lower capital intensity of labor is
that the capital stock is operated by more workers, lead-
ing to an increase in capital productivity. As a result,

rms increase investment in physical capital until the
old capital-labor ratio is restored. Labor productivity
and wages rise to their initial levels. In addition, the
increase in the capital stock raises income for capital
owners. To the extent that the capital stock is owned by
residents, their income increases due to immigration.

More recently, the economic literature has sug-
gested an additional labor market channel (the employ-
ment-cost or job-creation e ect) through which resi-

“hallenge 1 the migration literature anc nore researcnis n



on Asylum and Migration Policies in Europe

dents can bene t from immigration (Chassamboulli
and Palivos 2014; Battisti et al. 2017). e empirical evi-
dence suggests that immigrants earn lower wages than
residents even if they have the same labor market char-
acteristics (such as skills). One reason for this could
be that immigrants have a lower outside option when
bargaining over their wages, which could be due to a
higher disutility from being unemployed (e.g., a lack
of social networks) or lower unemployment bene ts. If
immigrants earn lower wages, an increase in the share
of immigrants lowers the expected employment costs
for rms, so they post more job vacancies. Both immi-
grants and residents bene t from the higher number of
available jobs, and it bene ts even those residents who
have the same skills as immigrants and who therefore
face the strongest competition from immigration.

On a more aggregate level, immigrants have the
potential to increase labor market e ciency, contrib-
uting to wage convergence across regions in the host
country (Borjas 2001). Immigrants have already borne
the high (economic and social) costs of emigrating
from their home countries. If immigrants remain more
mobile than residents a er having immigrated, they
will respond more strongly to changing labor market
conditions across regions in the host country, mov-
ing to regions that o er better economic opportu-
nities. As a result, labor mobility within the host
country increases, facilitating the necessary adjust-
ment in response to changing economic conditions.

ough being less mobile than immigrants, resi-
dents themselves might also respond to immigration
by moving to other labor markets. In the longer run,
this includes moving not only to other regions or sec-
tors, but also into other occupations and skills. is
internal migration response by residents counteracts
or even eliminates potential negative e ects on wages
and employment.

Immigrants as consumers
An e ect that usually receives very little attention
relates to the fact that, like all residents, immigrants
are not just workers but consumers as well.= As a result,
immigration increases demand for goods and services
that are produced in the host country. e increase in
aggregate demand and the subsequent increase in pro-
duction raise the demand for labor.  us, immigration
always increases both labor supply and labor demand.
e size of this e ect depends, among others, on the
immigrants’ consumption preferences (tastes), their
propensity to consume, and their inclination to remit
part of their income to their countries of origin.

Immigrants as taxpayers and benefit recipients
On the one hand, immigrants pay taxes and contri-
butions to social security. On the other hand, they

receive bene ts and consume publicly provided goods
(e.g., education and infrastructure). If immigrants turn
out to be net contributors to the welfare state, residents
bene t from lower tax rates. By contrast, if immigrants
turn out to be net recipients of the welfare state, resi-
dents su er from higher tax rates. Two key determi-
nants of whether immigrants are net contributors or
net recipients are their probability of being unemployed
and the level of wages they earn. If immigrants are sub-
ject to higher unemployment rates than residents, they
pay fewer taxes and receive more unemployment ben-
e ts than residents. Expenditures on unemployment
bene tsincrease by more than the revenues from taxes,
S0 the tax rate rises, leading to a decline in the dispos-
able income of residents. e tax rate needs to rise also
if immigrants earn lower wages than residents but con-
sume publicly provided goods to the same extent.

Immigrants a ect the public transfer systems also
through their age structure, which o en di ers from
that of the host population. For example, if the host
country maintains a pay-as-you-go statutory pension
system (like Germany) and if immigrants are on aver-
age younger than the host population, they improve the
relation between the retired and the working-age pop-
ulation (old-age dependency ratio). e size of the ben-
e t for residents depends crucially on the immigrants’
labor market participation rate, unemployment rate,
and income levels.

Immigrants as entrepreneurs

Not all immigrants support themselves as workers or
employees; a certain fraction of immigrants start their
own businesses and become self-employed. As immi-
grants o en come from countries with di erent con-
sumption preferences, lifestyles, and cultural back-
grounds, they tend to introduce foreign goods and
services into the host economy. As a result, residents
bene t from a greater variety of consumption possi-
bilities (provided they have a ‘love for variety’). Classic
examples include foreign restaurants, music, and art.

Immigrants and market size

As immigration leads to an increase in the population of
the host country, the market size for non-tradable goods
and services increases.  is can have various bene cial
e ects for residents. In a larger market, more specializa-
tion and exchange are possible. A prominent example
is the positive e ect of low-skilled immigration on the
labor supply of high-skilled women in the United States
(Cortés and Tessada 2011). As low-skilled immigrants
work disproportionately in service sectors that are close
substitutes for household production (such as cleaning,
gardening, and childcare), the relative price of these ser-
vices has fallen. As a result, high-skilled women have
increasingly purchased these services by immigrants on
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the market, as their opportunity cost of producing the
services themselves has increased. s has allowed them
to increase the working time in their regular jobs. Similar
e ects have been found for Germany and other countries
as well (Forlani et al. 2015; 2016).

e rate of innovation may also increase with market
size. If innovation requires a Xxed cost, the pro ts from
innovation are higher the larger is the size of the mar-
ket. As a result, more resources are devoted to innova-
tions. Simultaneously, a larger market usually leads to
more specialization, and more specialization is likely to
increase the rate of innovation. In addition, a larger mar-
ket can lead to economies of scale in production, lower-
ing prices and therefore the cost of living for residents.

How strong are the e ects of the refugee
inflow in Germany?

We use the general equilibrium model of Battisti et al.
(2017) to quantify the economic e ects of the refugee
in ow that took place between 2015 and 2017 on res-
idents in Germany.» e group of residents encom-
passes not only the native population but also incum-
bent immigrants who were living in Germany prior
to the refugee in ow.» Of course, this model does not
contain all the di erent transmission channels of im-
migration presented above—in fact no model does. But
it contains important general equilibrium e ects that
are not present in many empirical studies, which by
construction o en identify only partial e ects.» e
e ects presented should be viewed rather as long-run
e ects,i.e.,a erthecapital stock has adjusted to restore
the old capital-labor ratio.»

e model contains the traditional price e ect
of competition and complementarity, the employ-
ment-cost e ect, the aggregate demand e ect, the tax
e ect of unemployment bene ts and publicly provided
goods, and the capital-income e ect (for details see
above). Capital as well as low-skilled and high-skilled
labor are complements in production. Within each
skill group, native workers, incumbent immigrants
(excluding refugees), and refugees are perfect substi-
tutes.» At the same time, they di er in terms of their
unemployment rates and their wages. Native workers
are less likely to be unemployed and earn higher wages
than immigrants, while immigrants are less likely
to be unemployed and earn higher wages than refu-
gees, as is supported by the empirical evidence. In the

model, the wage gaps are due to lower outside options
when bargaining over wages.» e di erent unemploy-
ment rates are due to di erent job-separation rates,
implying di erent average job durations for native
workers, immigrants, and refugees. Finally, a pro-
portional labor income tax is raised to nance income-
dependent unemployment bene ts and publicly pro-
vided goods. e parameters of the model are cali-
brated to match important stylized facts of the German
economy, in particular regarding unemployment rates
and wage gaps for low-skilled and high-skilled native
workers, immigrants, and refugees.=
e net income for each group is de ned as follows:
W=(1-u)(1-t)w+u b+g+r k

It consists of wage income (w) a er taxes (1 — t) multi-
plied by the probability of being employed (1 — u) plus
unemployment bene ts (b) multiplied by the proba-
bility of being unemployed (u) plus a lump-sum trans-
fer of publicly provided goods (g) plus interest income
() from capital (k). Unemployment bene ts are propor-
tional to net wages. For immigrants and refugees, unem-
ployment bene ts may include an additional disutility
from being unemployed, a term that e ectively reduces
their income while being unemployed (outside option).

Baseline results

Between 2015 and 2017, a total of 770,000 asylum seek-
ers received a positive decision on their asylum appli-
cationin Germany (i.e., refugee status or subsidiary pro-
tection). While around 70 percent were between 16 and
64 years old (corresponding to the working-age popula-
tion) at the time of their asylum application, we include
those who are younger than 16 years old in the calcula-
tions as well, as they will enter the working-age popu-
lation in the long run.= In line with the assumptions of
the Federal Employment Agency, we assume a partici-
pation rate of 75 percent, which results in 578,000 ref-
ugees who enter the labor market. Compared with the
total workforce in Germany prior to the refugee in ow,
this corresponds to an increase of the total workforce
by roughly 1.4 percent. Around 61 percent of refu-
gees have received primary schooling and 39 percent
secondary or tertiary schooling (Bricker et al. 2016).
As a result, the low-skilled workforce (primary edu-
cation) increases by 4.4 percent and the high-skilled
workforce (secondary and tertiary education) by 0.7
percent. In the following discussion, the di erent

1ot true in the long rung (intrinsic de N, cur-
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Table 2.1 Macroeconomic e ects of the 2015—17 refugee inflow in Germany

Low-skilled High-skilled
Changes due to

refugee immigration . Incumbent . Incumbent
Native workers immigrants Native workers immigrants

a. Aggregate demand effect, price effect

Wage (%) -1.34 -1.37 0.21 0.21
Unemployment rate (% pts) 0.16 0.20 0.00 0.00
Tax rate (% pts) 0 0 0 0
Net income (%) -1.51 -1.59 0.21 0.20
Wage (%) -1.20 227 0.19 0.19
Unemployment rate (% pts) 0.21 0.25 0.00 0.0
Tax rate (% pts) 0.11 0.11 0.11 0.11
Net income (%) -1.43 -1.47 0.08 0.08
Wage (%) -0.85 -0.85 0.15 0.16
Unemployment rate (% pts) 0.44 0.52 0.05 0.10
Tax rate (% pts) 0.48 0.48 0.48 0.48
Net income (%) -0.72 -0.72 -0.48 -0.48

d. Aggregate demand effect, price effect, unemployment benefits, publicly provided goods, capital income

Wage (%) -0.85 -0.85 0.15 0.16
Unemployment rate (% pts) 0.44 0.52 0.05 0.10
Tax rate (% pts) 0.48 0.48 0.48 0.48
Capital income (%) 0.79 0.79 0.79 0.79
Net income (%) -0.47 -0.46 -0.28 -0.27

e. Aggregate demand effect, price effect, unemployment benefits, publicly provided goods, capital income, employment-cost effect

Wage (%) -1.09 <227/ 0.23 0.49
Unemployment rate (% pts) 0.01 0.02 -0.10 -0.20
Tax rate (% pts) 0.29 0.29 0.29 0.29
Capital income (%) 1.10 1.10 1.10 1.10
Net income (%) -0.28 -0.30 -0.01 0.30

(2017)

by Battisti et

e already residing in Germany prior to the refugee inflow



2018 MEDAM Assessment Report

80

transmission channels are added to the model one at
a time, in order to illustrate the direction and relevance
of each e ect (except for the aggregate demand e ect,
which cannot be switched o  separately).

If only the aggregate demand and the price e ect of
competition and complementarity are active, the wages
of low-skilled residents decline by a little less than 1.4
percent, whereas the wages of high-skilled residents
increase slightly (table 2.1, panel a). As the immigra-
tion shock is concentrated in the low-skilled segment of
the labor market, low-skilled residents su er more from
higher competition with low-skilled refugees than they
bene t from complementarity with high-skilled refu-
gees, whereas high-skilled residents bene t more from
complementarity with low-skilled refugees than they
su er from higher competition with high-skilled refu-
gees. In addition, unemployment rates increase slightly
for low-skilled residents. As the refugees have higher
job-separationrates,a lled job vacancy is less pro table
for rms. Asaresult, rms post fewer vacancies, which
reduces the job- nding rate also for residents, leading
to higher unemployment rates. On balance, net income
decreases for low-skilled residents by roughly 1.5 per-
cent and increases slightly for high-skilled residents.

Adding unemployment bene ts nanced by labor
income taxes changes the responses of wages and unem-
ployment rates only marginally (table 2.1, panel b).
Wages for low-skilled residents decrease a little less,
which nonetheless comes at the cost of a slightly larger
increase in unemployment rates. More importantly, the
tax rate increases to nance higher expenditures on
unemployment bene ts, as refugees are more likely to
be unemployed. A higher tax rate reduces net income
for all residents. On balance, the decrease in net income
for low-skilled residents and the increase in net income
for high-skilled residents are a little smaller compared
with the case without unemployment bene ts.

Adding publicly provided goods changes the
responses of net income more substantially (table 2.1,
panel c). For low-skilled residents, the decline in wages
is further muted at the expense of a stronger increase
in unemployment rates. e tax rate also reacts more
strongly. As refugees earn lower wages and are unem-
ployed more o en than residents, their contribu-
tion to tax revenues is less than proportional. Accord-
ingly, the tax rate rises more substantially. Taken by
itself, this reduces net income for all residents. How-
ever, publicly provided goods now constitute a part of
net income, which does not respond to the immigra-
tion shock. As low-skilled residents receive lower wages
and are unemployed more o en than high-skilled resi-
dents but receive the same lump-sum transfer of pub-
licly provided goods, the share of net income that does
not respond to the immigration shock is larger than for
high-skilled residents.  is explains why the response
of net income improves for low-skilled residents but

deteriorates for high-skilled residents compared with
the case without publicly provided goods. High-skilled
residents now also face a reduction in net income, even
though they still bene t from an increase in wages.

Adding capital income mitigates the reduction in net
income for residents (table 2.1, panel d). e increase in
the total number of workers caused by the in ow of ref-
ugees leads to a reduction in the capital-labor ratio in
the short run. As this raises the productivity of capital,

rms increase investment. e capital stock rises until
the old capital-labor ratio is restored. s leads to a cor-
responding increase in capital income. On balance, the
reduction in net income for residents is attenuated.

Adding the employment-cost e ect further improves
the e ects of the refugee in ow for all residents (table
2.1, panel €). Since refugees earn lower wages than res-
idents with the same skills, the increase in the share of
refugees in the workforce lowers the expected employ-
ment costs for rms. Firms post more job vacancies,
which raises the chances of nding a job also for res-
idents. As a result, the unemployment rate for low-
skilled residents no longer increases, and the unem-
ployment rate for high-skilled residents even decreases
slightly due to the complementarity e ect. Wages for
high-skilled residents increase by more compared with
the case without the employment-cost e ect. Since the
increase in the overall number of jobs is larger com-
pared with the case without the employment-coste ect,
the increase in the capital stock and in capital income is
larger, and the increase in the tax rate is smaller, all of
which props up net income for all residents.

All in all, regardless of whether residents see their
net income decline or rise in response to the refugee
in ow, the changes are relatively modest, ranging from
-1.6 percent (table 2.1, panel a) to +0.3 percent (panel €).

Labor market integration of refugees

e degree to which the newly arrived refugees in Ger-
many will be integrated into the labor market depends
on many factors, in particular on labor market policies
and institutions.  ese include not only active labor
market policies to enhance the labor market integra-
tion of refugees, but also institutions like the statutory
minimum wage and means-tested, basic income sup-
port, which potentially hamper the labor market inte-
gration of refugees due to less hiring by rmsand lower
incentives to work. Uncertain prospects regarding the
permission to settle permanently in Germany can also
represent an important disincentive to invest in lan-
guage skills and country-speci ¢ human capital. Inany
case, the degree to which the refugees will be integrated
into the labor market hasan in uence on how residents
area ected by this immigration episode.

We repeat the simulation of the refugee in ow for a
variety of di erent job-separation rates of low-skilled
refugees.# With regard to wages, the consequences
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Figure 2.9 Macroeconomic e ects and labor market integration of refugees
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for low-skilled and high-skilled residents di er quite
markedly. Whereas the response of wages deterio-
rates for low-skilled residents, it improves for high-
skilled residents ( gure 2.9, panel a). s is because
both the negative competition e ect for low-skilled res-
idents and the positive complementarity e ect for high-
skilled residents strengthen as the unemployment rate
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1, panel d). Incumbent immigrants refer to immigrants (exclu

of low-skilled refugees declines. By contrast, all res-
idents bene t from smaller increases in their unem-
ployment rates ( gure 2.9, panel b). Taken by itself, a
lower job-separation rate of low-skilled refugees leads
to higher pro ts for rms from a lled low-skilled
vacancy and therefore to more low-skilled vacancies.
As a result, the immigration-induced increase in the
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unemployment rate for low-skilled residents becomes
smaller, which in turn also bene ts high-skilled resi-
dents due to complementarity. Finally, the lower is the
unemployment rate of low-skilled refugees, the higher
is the increase in capital income and the lower is the
increase in the tax rate ( gure 2.9, panel ). On balance,
all residents bene t from a greater labor market inte-
gration of low-skilled refugees, as their net incomes
respond more favorably to the immigration shock
( gure 2.9, panel d).=

is exercise highlights again the importance of
jointly analyzing the various dimensions along which
residents are a ected by immigration. By looking at
wages alone, one would have drawn the conclusion that
low-skilled residents are worse 0 from a greater labor
market integration of low-skilled refugees. In doing
so, however, one would have disregarded the bene -
ciale ectson their unemployment rate, capital income,
and tax rate, which are strong enough to outweigh the
negative wage e ects.

Concluding remarks

According to this analysis, the macroeconomic long-
run e ects of the refugee in ow in Germany—be
they negative or positive—are modest. is nding
is consistent not only with the macroeconomic stud-
ies of immigration episodes in other countries (for an
overview, see Bodvarsson and Van den Berg 2013) but
also with the few macroeconomic studies on the ref-
ugee in ow in Germany (e.g., Stahler 2017). First, the
size of the immigration shock is not very large to begin
with compared to the size of the host economy. As the
o cial unemployment statistics of the Federal

Employment Agency suggest, this also holds at the
regional level for the individual districts.» e sin-
gle most important reason for this is the Konigsteiner
Schlissel, according to which incoming refugees are
allocated across German statesaccording to tax revenue
(two-thirds) and population size (one-third). Sec-
ond, an immigration shock triggers a variety of dif-
ferent e ects, which work in opposite directions and t
herefore attenuate each other. For this reason, it is
crucial to take into account the macroeconomic
feedback e ects and the various dimensions along
which residents are a ected by immigration.

Low-skilled residents are somewhat more nega-
tively a ected than high-skilled residents, since the
refugees that have immigrated to Germany between
2015 and 2017 are predominantly low-skilled. is
result, though, depends on the simplifying assumption
that the skills of both residents and refugees remain
unchanged in the long run. s is unlikely to be the
case, especially given the fact that the majority of ref-
ugees is young enough to bene t from government
e orts to increase the refugees’ language skills and
professional education.

Onamore disaggregated level (e.g., by age) and in the
short run, of course, the e ects of immigration can be
larger.« In general, there is a trade-o between quan-
tifying the short-run e ects of immigration on a very
disaggregated level and taking into account the var-
ious macroeconomic feedback e ects, which tend to
come into play in the long run. Here, we have focused
on the latter, as these e ects usually do not receive
much attention in public and academic discussions.
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3. Links between EU policies
and countries of origin

with the design and impact of policies for refugee

protection and immigration in the EU, depend
crucially on the incentives that potential migrants face
in their countries of origin to either remain at home or
to emigrate. In this chapter, we address ve major issues
that a ect EU policy making from a potential-migrant
and country-of-origin perspective.

First, because of the high risk of injury and death
involved in irregular migration to the EU, especially
along the Central Mediterranean route, observerso en
ask whether migrants are fully aware of these risks. If
they are not, providing better information is a win-win
strategy for reducing irregular migration. By contrast,
if potential migrants are fully aware of both the risks
and bene ts of irregular migration, policies to reduce
irregular migration to the EU need to focus on chang-
ing incentives: by helping to improve economic oppor-
tunities at home, o ering legal alternatives to irregu-
lar migration, or managing borders more e ectively. In
section 3.1, we discuss how potential migrants use the
information available to them to decide whether, and
where, to migrate.

Second, many observers are concerned that rapid
population growth in Africa as a whole will lead
to much larger migrant ows to the EU in the com-
ing decades. At the same time, it is striking that cur-
rent migration from Africa to the EU is relatively small
compared with migrant ows within Africa. In section
3.2, we explore the diversity of economic developments
across African countries and the resulting potential for
labor migration within Africa.

ird, refugees who seek protection in the EU
typically do not come directly from their country of

R egular and irregular migration to Europe, along

origin, but from a neighboring country of rst asylum.
Secondary migration to the EU is 0 en the result of
precarious living conditions and a lack of economic
opportunities in low- and middle-income host coun-
tries. Su cient humanitarian support for refugees and
development assistance for their host countries are nec-
essary starting points (MEDAM 2017, section 2.1). Fur-
thermore, refugees in protracted situations (that is,
most refugees) need to be able to work in order to sus-
tain themselves and live with dignity. In section 3.3, we
discuss the international governance of the labor mar-
ket integration of refugees, the situation on the ground,
and measures to support host countries in granting
more refugees the right to work.

Fourth, the need for more humanitarian and devel-
opment assistance is now widely acknowledged to sup-
port countries that host refugees and to create eco-
nomic opportunities that render irregular migration
less attractive. However, aid allocation across sectors
and recipient countries is inevitably time-consuming
and may be slowed down further by vested interests. In
section 3.4, we investigate aid allocation across recipi-
ent countriesand nd that the 2015 refugee movements
have indeed led to a refocusing of aid toward refugees’
host countries and migrants’ countries of origin.

Fi h, when refugees are concentrated in particu-
lar locations within their host countries (for example,
because they live in camps or close to their country
of origin), external assistance may be required to cre-
ate enough jobs quickly. In section 3.5, we assess EU
trade preferences for Jordan to promote manufactured
exports ‘made by refugees’ and discuss whether similar
schemes could work elsewhere.
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3.1 Before crossing the
border: Understanding the
role of information in irregular

migration decisions

forming expectations and in the decision-mak-

ing process of irregular migrants. Using the
available information, individuals form beliefs about
the bene ts and costs of migration and decide whether,
where, and how to migrate.: Inaccurate information or
biases in information processing can lead individuals to
setting 0 on arisky irregular journey or using asylum
channels for economic migration. If indeed would-be
irregular migrants base their decisions on imperfect
information, there is scope for policy interventions to
reduce irregular migration ows by informing would-be
migrants and correcting misconceptions before they
make the move. Yet, it might well be that would-be
irregular migrants can access all the necessary informa-
tion, but when facing a high degree of uncertainty, seri-
ous risk, and social pressure, they are not able to pro-
cess this information in their best interest. In this case,
providing the information might not lead to the desired
outcome if the design of the campaign does not take into
account the psychosocial factors that in uence irregu-
lar migrants’ decisions. Finally, it could be the case that,
while being marginally important, imperfect informa-
tion or biases in its processing are not the decisive fac-
tors behind irregular migration. Changing the informa-
tion available to migrants or counteracting biases might
not have a large impact if the true economic bene ts
from migration are higher than all the associated direct
and opportunity costs and if there are no accessible and
a ordable regular ways to migrate that could substitute
for irregular options.

In this section we frame our discussion around
three key questions. First, where do would-be irregular
migrants obtain the information from and is this infor-
mation incomplete or inaccurate? Second, if would-be
migrants can access accurate information, what cogni-

T his section investigates the role of information in

Lead authors: Nadzeya
Laurentsyeva and Afaf Rahim

tive biases may inhibit them from processing this infor-
mation objectively? Obtaining answers to both of these
questions is important for the design of policy mea-
sures, such as information campaigns: Is it su cient
to deliver information or also necessary to safeguard
against potential biases in processing the information
by applying nudges? ird (and probably the most poli-
cy-relevant question), can information campaignsa ect
migration behavior, and if they can, what are the best
ways to provide the information to would-be migrants?
To shed light on these questions, we review the relevant
academic literature and complement it with analysis of
unique data collected by surveying transit migrants in
Libya and across the Horn of Africa.:

Where does the migration-related
information come from and how
accurate is it?
Before making the decision to migrate or not, individ-
uals gather information from various sources available
in their countries of origin, ranging from the tradi-
tional media to social networks and the internet. In
gure 3.1, panels a and b, we use data from the 2016
World Values Survey to illustrate the main sources of
information used in countries from which the major
ows of irregular migrants to the EU stem. As we can-
not directly observe intentions to migrate irregularly
in the survey data, we reweigh observations to make
the calculated averages representative of the pop-
ulation group with characteristics similar to those
of irregular migrants.* As gure 3.1 shows, tradi-
tional media—TYV, radio, and the press—are import-
ant sources of information: 87 percent of the pop-
ulation of interest report that they regularly obtain
information from TV, 64 percent regularly use
radio and 29 percent the press.

MEDA
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Figure 3.1 Sources of information and their trustworthiness in selected origin countries of

irregular migrants

a. Main sources of information and their trust-
worthiness in origin countries of irregular migrants
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Box 3.1 Can traditional mediaa ect migration behavior?

for shaping migration behavior. Braga (2007)

shows that Albanian citizens from regions
with better reception of Italian TV were more likely
to migrate to Italy as well as to other countries. She
argues that Italian TV exposed Albanians to higher
standards of living in developed countries, mak-
ing migration far more attractive. At the same time,
obtaining more information about distant locations by
watching TV can also rectify overoptimistic percep-

S everal studies point to the importance of media

As box 3.1 highlights, traditional media can indeed
in uence migration behavior. Hence, not surprisingly,
TV, radio, and the press have been widely used during
information campaigns to preventirregular migration.s

Yet, traditional media are not the most trusted
sources of information in the analyzed countries: as

gure 3.1 shows, only about 50 percent of the popula-
tion report completely trusting information presented
on TV, while even less—40 percent—completely trust

nent in Afghanista

tions of the likely payo s of migration if individuals
are initially ill-informed. Farré and Fasani (2013), for
instance, evaluate the short- and long-term e ects of
more TV exposure on internal migration decisions
in Indonesia. ey argue that TV exposure reduced
the likelihood of migrating internally, suggesting
that without better access to information about other
regions, Indonesians tended to overestimate their net
gains from internal migration.

the press. Still, these averages hide cross-country dif-
ferences: for instance, while information disseminated
through TV and the press is likely to be well-received
in Nigeria and Ghana (over 60 percent of thepopu-
lation trust these sources), using these channels to
disseminate information in Tunisia will probably
not be e cient (less than 20 percent of the popula-
tion trust traditional media). Moreover, studies sug-
gest that would-be irregular migrants tend to distrust

n 2016, Danish ads in Lebanese newspapers in 2015 and the ‘No
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the traditional media, because they perceive it to be
controlled by authorities with vested interests in dis-
couraging migration (see, for instance, Hernan-
dez-Carretero 2008).

Social networks—friends and family—repre-
sent another signi cant information channel. Such
networks are by far the most trusted providers of
information: on average, 86 percent of the population
report that they trust their relatives and friends com-
pletely. Many would-be migrants are likely to base their
migrationdecisionsontheinformationprovidedbytheir
relatives and acquaintances already abroad. is infor-
mation, however, might be distorted if migrants from
the network hide migration-related hardships, exag-
gerate the attractiveness of the destinations, or sim-
ply are not fully aware of recent economic and polit-
ical developments and migration policy changes in
their destination countries. Elsner et al. (2017) argue
and provide empirical evidence that more integrated
networks can supply more accurate information about
prospects in the destination country and thus help to
reduce the ‘migrant error,’ i.e., taking a migration deci-

sion that turns out not to be optimal in retrospect.
A well-integrated network could transmit actual info-
mation about labor market conditions in the destina-
tion, as well as e ectively relay changes in the destina-
tion’s migration policies to would-be migrants.  is
once again highlights the importance of integrating
immigrant communities in destination countries. Fur-
thermore, given the relevance of social networks for
would-be migrants’ decisions, it makes sense to tar-
get information (about changes in admission policies,
restrictions in access to the labor market, etc.) at immi-
grants already residing in destination countries and, if
needed, to facilitate regular communication between
the immigrant diaspora and their origin countries.

e internet as an information source ranks low in
importance compared with other sources, but the pen-
etration of online technologies and their information
role in migration decisions have been rapidly increas-
ing in the past years at least in some origin countries of
irregular migrants (see box 3.2).

Some individuals will decide to migrate and will
proceed with more targeted information collection.

Box 3.2 The internet and social media as information sources for migrants

ver the past years, the penetration of the inter-
O net in developing countries has substantially

increased. For instance, in 2000 less than 1
percent of the African population used the internet but
by the end of 2017 this number had increased to 35 per-
cent.2 Yet,as gure B3.2.1shows, the internet and social
media usage varies across the origin countries of irreg-
ular migrants. For example, while in Nigeria the inter-
net penetration rate constitutes about 50 percent, in
less economically and politically stable origin coun-
tries, such as Mali, Somalia, or Eritrea, less than 20
percent of the population use online technologies. e
usage of Facebook does not fully correspond to usage
of the internet, because of the presence of alternative
media: Telegram, Skype, 2go, Eskimi, etc.

While gure B3.2.1 refers to the general population,
the DRC MMC 4Mi data collected across the Horn of
Africa provides insights on the actual usage of internet
resources and social media by migrants already en route.
Only 1 percent of the surveyed migrants reported using
specialized websites to obtain the necessary information.
At the same time, about 25 percent used social media
prior to or during their journey. Among them, 40 percent
of respondents used social media to access journey-re-
lated information; an even more important reason was
communication with family and friends or smugglers.

2 Source: Internet World Stats (www.internetworldstats.com).

e most popular applications among migrants in the
Horn of Africa were WhatsApp (41 percent), Facebook
(36 percent), Viber (28 percent), and Imo (22 percent).

Figure B 3.2.1 Number of internet and Facebook
users as a share of the population in selected
origin countries of irregular migrants, 2017
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Source: Own calculations based on Internet World Stats (2018; www.internet-
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Note: The figure shows the estimated number of internet and Facebook users
relative to the population of selected countries. The size of the circles is pro-
portional to the number of irregular border crossings by the nationals of a
given country to the EU (Frontex data on irreqular border crossings, 2009-17)
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Figure 3.2 Main sources of
information before departure and
during the migration journey
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e next question is whether those who eventually
decide to migrate irregularly di er in their choice of
and trust in information sources.

Figure 3.2 uses the DRC MMC 4Mi data to show the
main sources of information used by actual migrants
across the Horn of Africa prior to departure and during
the migration journey. Actual migrants prefer to gather
speci ¢ journey-related information from the most
trustworthy sources—friends and family already in the
destination country. e roles of traditional media and
o cial sources are minor. Interestingly, smugglers repre-
sent the second most important information source prior
to departure; their importance further increases during
the journey. While smugglers play a central role in irreg-
ular migration, due to the con ict of interest they are
more likely to provide inaccurate information. A study
by Hagen-Zanker and Mallett (2016) reports incidents
of misguided information conveyed by smugglers to
irregular migrants (e.g., regarding the trip cost, dura-
tion, and the number of travelers on the boat, or sug-
gesting a migration route inconsistent with the Dublin
agreement).

e results of the DRC MMC 4Mi survey are broadly
in line with similar studies conducted by the IOM and
Foreign & Commonwealth O ce (2013) with Iraqi
migrants and by the United Nations High Commis-
sioner for Refugees (UNHCR 2016) with refugees from
Afghanistan, Syria, Iraq, and Palestine.

Apart from inaccurate information about the migra-
tion journey, would-be irregular migrants might receive
distorted information about post-migration conditions.
Several studies show that migrants coming from Africa
to Europe tend to overestimate the wages they could
earn at a destination (Mbaye 2014; Hoxhaj 2015). How-
ever, only correcting the wage expectation is unlikely
to exertastrong e ect on the decision to migrate given
the prevailing level of income disparity between the
origins and destinations of irregular migrants. A num-
ber of studies show that workers from poor countries
earn substantial place premiums by simply working in
a developed country rather than their own country of
origin. e magnitudes of these premiums remain high
when calculated for speci c low-skilled occupations
with little returns to unobservable skills (e.g., a waiter)
and when controlling for migrant self-selection (see
Ashenfelter 2012; Clemens 2013; McKenzie et al. 2010;
Ortega and Peri 2013).  erefore, if a counterfactual
wage in Sub-Saharan Africa were constructed based on
the observable characteristics of irregular migrants, a
large di erence between their actual income in Europe
and what they would earn in the origin country would
still exist. Such comparisons, though, make sense con-
ditional on successful migration—safely reaching the
destination and obtaining access to the labor market.

Forming realistic expectations about the probabil-
ity of successful migration might thus be more criti-
cal. While several studies nd that, in general, irreg-
ular migrants are well informed about the costs of the
journey and its risk to life (Townsend and Oomen 2015;
Hagen-Zanker and Mallett 2016), there is relatively less
evidence on migrants’ expectations regarding what
will happen once they reach their nal destination. For
example, what is their expected probability of obtain-
ing legal status or of gaining access to the labor market?
Policy makers in destination countries o en tighten
these policies, aiming at making their countries less
attractive for future irregular migrants, but do policies
that are more restrictive indeed achieve their preven-
tive goals and discourage future migrants from coming
irregularly? A precondition for this to happen is that
would-be migrants are aware of these policies before
reaching the destination.

For instance, the DRC MMC 4Mi data show that
47 percent of migrants planning to go to the EU are
con dent of nding a job in their nal destination
country within the rst six months a er arrival. s
is an overestimation given that the actual employment
rates of recently arrived asylum seekers and refugees in
the EU member states are much lower.’

To check for further distortions between migrants’
expectations and reality, we analyze the IOM DTM
survey responses of transit migrants in Libya. Among
other questions, the survey asks about migrants’

oyment rate of asylum seekers and refugees one year after their arrival in
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planned destination country (32 percent choose an EU
destination) and the reason for choosing this particu-
lar destination.

If migrants have accurate information about asy-
lum possibilities in a given destination, there should
be a positive correlation between the actual acceptance
rates and the share of migrants reporting a ‘good asy-
lum prospect’ as a reason for choosing a particular des-
tination. As gure 3.3 shows, however, this is not the
case: on average, there is no systematic relationship.s
Misconceptions are also heterogeneous across desti-
nation and origin countries. For instance, migrants
from Mali, BurkinaFaso, and Niger seemtogreatly over-
estimate the possibilities of asylum in Germany. More-
over, while acceptance rates in Germany are roughly
the same for Senegal, Ghana, Niger, and Burkina Faso,
there is substantial variation in the number of migrants
from these countries choosing Germany because of per-
ceived good asylum prospects, ranging from 7 percent
for Senegal to 60 percent for Burkina Faso. In a simi-
lar way, expectations vary among migrants choosing
Italy. In line with these observations, a study by the
Migration Policy Institute (2015) also suggests that the
understanding by migrants from Sub-Saharan Africa
of EU migration policy varies in accuracy.

Apart from the quality of the available information,
psychological and contextual factors can also in uence
the judgment and decision making of would-be irregu-
lar migrants. An assessment of the risks and bene ts of
irregular migration can be subject to cognitive biases,
some of which we discuss in the next subsection.

Information processing: Assessing costs
and benefits of irregular migration

From an expected utility-maximization perspec-
tive, a would-be migrant carefully gathers and con-
siders information to have a well-reasoned evaluation
of costs and bene ts associated with migration. How-
ever, behavioral decision research has demonstrated
that the judgments and decisions of people can be sub-
ject to biases. Human information-processing capa-
city is bounded and prone to errors particularly when
individuals make risky decisions, face uncertainty, or
are subject to social in uences—typical attributes of
the irregular migration process. e complexity of a
decision to migrate irregularly is likely to constrain
migrants’ ability to correctly compute the expected
utility of alternative actions. It is useful, thus, to high-
light certain biases that o en impair the judgment and
choices that individuals make.

First, individuals have atendency to selectively search
for or interpret information in a way that con rms
their preconceptions or hypotheses and to reject infor-
mation that contradicts them (known in behavioral

Figure 3.3 Share of migrants choosing their destination
because of asylum possibilities vs. actual acceptance rates
of asylum applications
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psychology as con rmation bias, see Wilke and Mata
2012).  ere is anecdotal evidence that irregular
migrants tend to be selective about the type of infor-
mation that they are prepared to receive or retain. e
initial views and attachment to a migration idea can
in uence how subsequent information is interpreted
and processed. Aspiring migrants o en lter out risks
and negative information and focus on success stories
of former migrants and acquaintances.: Moreover, it is
conceivable that irregular migrants base their expec-
tations on former migrants’ stories and testimonies,
resulting in what is known in psychology as narrative
bias. Decision making using narrative reasoning is con-
sidered to be biased because individuals, when judging
the probability of a risky prospect, extract information
from a single experience or story and disregard statisti-
cal information, such as the likelihood of drowning or
the chances of gaining asylum.

Second, would-be irregular migrants are o en sub-
ject to social in uences. An individual whose peers are
involved in risky behavior (such as irregular migra-
tion) might miscalculate the personal payo from the
same activity. Such miscalculation could relate to social
learning (see, for example, Bursztyn et al. 2014) and
result in herding behavior. As Epstein (2002) put it,
the case of migration herding implies that ‘I will go
where | have observed others go, because all those who
went before me cannot be wrong, even though | would
have chosen to go elsewhere.” While this quote refers
to a sorting decision (where to migrate), it can well be
extended to the decision to migrate irregularly or not.
Facing uncertainty, individuals choose to dismiss pri-
vate information while interpreting others’ choices as
more precise signals and learning from them. A pol-
icy solution would be to reduce uncertainty by reach-
ing out to would-be migrants and providing them with
accurate and comprehensive information about the
migration process. However, it is possible that mere
information provision will not be su cient: even if
individuals have very precise expectations about the
outcome of their personal migration project, they
might still prefer to follow their peers, because of the
additional utility of migrating together or out of fear
of ‘falling behind.” Another important motive could be
the wish to conform to the choices of peers. Accord-
ing to Festinger (1954), individuals care about making
the correct choices and, if objective measures of ‘cor-
rectness’ are not available, they consider others’ choices
to be anchors. Lahno and Serra-Garcia (2015) provide
evidence from a lab experiment conducted under com-
plete information, having found that in 33 percent of
the cases decision makers choose not to stay with their
individual choices a er observing an active choice of

a peer. If the wish to conform is indeed high among
migrants, it will have implications for designing infor-
mation campaigns. For instance, sharing information
about the active choices of other migrants (e.g., ‘X per-
cent of migrants choose voluntary return’) might be
more e ective than simply telling would-be migrants
about the outcomes (e.g., ‘X percent of migrants are
returned to their origin countries’).
ird, due to the complexity and riskiness of the
decision, irregular migrants are more likely to assess
the probabilities and magnitude of adverse and posi-
tive outcomes from migration decisions by employing
rules of thumb or heuristic principles, which assert that
human brains reduce the complex tasks of assessing
probabilities and predicting expected values to simpler
judgmental operations based on cues.» Of relevance
here is a heuristic principle known in psychology as
the a ect heuristic, in which a subjective impression
of information signals forms the basis of fast percep-
tual judgments. e premise of the a ect heuristic is
that people con ate risks and bene ts when assessing
an activity. For example, a positive a ect (i.e., feelings
or attachment) pertaining to migration leads to a favor-
able assessment of the bene ts and a discounted assess-
ment of the risks.: Awould-be migrant who hasastrong
attachment to a migration idea may accord greater
weight to long-term migration bene ts and diminish
short-term abstract risks that could be encountered
during the migration journey. For instance, there is
evidence that many Senegalese who migrated irregu-
larly to the Canary Islands were aware of the risk infor-
mation but chose to dismiss it as irrelevant or ignore
it, because the expected migration bene ts appeared
more important to their decisions (Hernandez-Carret-
ero 2008). A policy nudge would then aim at helping
would-be migrants to process complex information.
is could be achieved by jointly presenting both the
bene ts and costs of migration and using simulation
techniques, which could guide would-be migrants on
how to evaluate the available information.:

Finally, migrants who undertake risky, irregular
migration journeys to Europe come mainly from coun-
tries locked in poverty, economic insecurity, and con-

ict. Living in such an environment a ects an indi-
vidual's willingness to take higher risks compared with
those living in economically secure and safe countries.

is is supported by recent evidence showing that indi-
viduals living in countries with greater levels of hard-
ship (e.g., income inequality and high infant mortality)
have higher propensities to take risks (Mata et al. 2016).
In line with this, Mbaye (2014) found that among the
Senegalese, 77 percent of would-be irregular migrants
were willing to risk their lives in order to emigrate.
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While risk tolerance does not represent a cognitive
bias, being aware of this behavioral tendency helps to
form realistic expectations about the potential of infor-
mation campaigns, in particular those that mainly
emphasize the risks of irregular migration.

E ects of information campaigns
Information and awareness campaigns have been preva-
lent European tools to discourage irregular migration.
According to the European Migration Network (2016a),
around 50 information campaigns targeting prospec-
tive migrants and asylum seekers were implemented by
EU member states over the period 2006-16. As a rule,
such campaigns are carried out by individual member
states (sometimes assisted by intergovernmental orga-
nizations, such as the IOM) targeting speci ¢ origin
countries. As an example of a joint EU e ort, in 2016
the EU designated the IOM to be in charge of a large
awareness-raising campaign nanced through the EU
Trust Fund for Africa-IOM initiative for Migrant Pro-
tection and Reintegration of Returnees along the Cen-
tral Mediterranean migration routes (€105 million).=
is campaign aims to target about 200,000 migrants
and 2,000 communities in the Sahel and Lake Chad
region and in neighboring countries (including Libya).
While e orts to provide information to would-be
migrants are being undertaken, the important ques-
tion to answer is whether such information provi-
sion can indeed a ect risky migration behavior and,
more directly speaking, reduce irregular migration. To
date, there has been little systematic evidence on the
impact and e ectiveness of information campaigns
(Schans and Optekamp 2016). e few existing stud-
ies do not agree on whether information campaigns
sway would-be migrants’ subsequent behavior. For
example, Paramjit (2012) nds that information cam-
paigns can increase awareness and change attitudes
toward migration. Conversely, Carling and Hernandez-
Carretero (2011) nd that would-be migrants con-
sider themselves better informed and do not take infor-
mation from campaigns seriously; the authors conclude
that information campaigns cannot in uence migra-
tion behavior. Still, these studies are mostly qualita-
tive and rely on small samples, and thus do not enable
policy makers to draw de nitive conclusions. As such,
the existing evaluations of information campaigns fail
to show a chain of causality between the information
campaigns and actual migration behavior. e policy
recommendation that follows is to ensure robust evalu-
ation of ‘pilot’ campaigns before upscaling.» e above-
mentioned IOM initiative in West Africa can serve as
an optimal setting for extending the evidence base on
the e ects of information campaigns.

Policy recommendations

e discussion in this section enables us to generate sev-
eral policy recommendations.

Choose the right dissemination channels. As this
section has shown, there is substantial variation across
origin countries in the information sources used. Dis-
semination methods that work well in Ghana might not
do so in Tunisia. Moreover, designers of information
campaigns should not underestimate the importance of
trust in the information source. As we illustrated ear-
lier, information is likely to be more trustworthy when
it is transmitted through known social connections—
relatives, friends, and other co-migrants. To date, social
networks still play a crucial role in providing informa-
tion about the migration journey and destination. s
presents both a challenge and an opportunity: on the
one hand, itisdi cult to control the quality of the sup-
plied information; on the other hand, a well-informed
diaspora could be the most e cient channel to update
would-be migrants about changing conditions in des-
tination countries. e precondition for this is a good
level of integration of the immigrant community.

Supply balanced information. Many awareness
campaigns have focused mainly on the dangers and
risks of irregular migration and the di cult circum-
stances of living illegally in the country of destination
(Schansand Optekamp 2016). A key assumption behind
this approach is that irregular migrants are not aware
of the risks that they could encounter during the migra-
tion journey or that they lack information about the
realities of life in the destination country. e lit-
erature suggests that irregular migrants are o en
informed about the migration risks but may have
deluded expectations of what happens a er they reach
their destination, e.g., their chances of obtaining legal
status or nding a job. Moreover, supplying only infor-
mation about the risks and costs of migration will jeop-
ardize the credibility of the message delivered, parti-
cularly as would-be migrants can and will access infor-
mation about migration bene ts from other sources
(e.g., their social networks or smugglers). While
information from these sources is more likely to be
distorted, it is trusted by migrants and, in the absence
of accessible alternative sources, will be the main input
into their decision making.

Acknowledge psychosocial and contextual fac-
tors. High levels of risk, uncertainty, and social pres-
sure—typical attributes of irregular migration—tend
to make the decision-making process vulnerable to
various cognitive biases. As a result, even if would-be
migrants have access to complete information, they
will likely not process this information in an objective
way—for example, individuals can overstate the ben-
e ts and underestimate the risks, use heuristics to
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simplify decision making, or discount private informa-
tion in order to follow their peers. Policy solutions in
such cases could involve special nudges (as brie y dis-
cussed above) to encourage individuals to make choices
in their best interest. While behavioral decision theory
and evidence from other elds are instructive on which
biases are particularly relevant for would-be irregu-
lar migrants, only robust evidence from actual infor-
mation campaigns enables us to conclude what really
matters or not. Designing e ective information cam-
paigns will necessarily involve a certain degree of trial
and error; hence, it is critical to properly evaluate pilot
projects before scaling them up and to make the eval-
uation results available to other practitioners and
researchers.

Finally, it is important to be realistic about the
potential of information campaigns to a ect migrants’
behavior. If the option of irregular migration, given all
the risks and costs, remains more attractive than stay-
ing and if no regular migration channels are available,
the scope of information campaigns in the long term is
limited. Cooperating with origin countries on migra-
tion policies, developing legal migration pathways, and
broadening opportunities in origin countries through
development projects are crucial to reducing irregular
migration ows. Integrating information campaigns
into broader migration policies by directing migrants
toward alternatives to irregular migration would
improve the credibility and trustworthiness of infor-
mation campaign messages.

3.2 Population growth and
demographic change in Africa:
What does it mean for future

migration?

frica’s population is projected to double by 2050
A and reach 3.75 times its current size by the end

of the century.s Against this backdrop, heated
debates have arisen across Europe where these pros-
pects give rise to fears of ever-growing numbers of
immigrants beyond any economically and socially fea-
sible level. A vicious circle of population growth, eco-
nomic degradation, and con ictiso en feared to cause
a large-scale emigration wave to Europe. Re ecting
widespread public sentiments, Antonio Tajani, Euro-
pean Parliament president, expects population growth
to push millions of people from Africa to Europe unless
suitable systems of migration management are put in
place (Tajani 2017). Estimates about future migration
ows vary considerably and are naturally fraught with
uncertainty.= Of course, larger populations will on aver-
age lead to larger numbers of emigrants, especially as
younger generations are more mobile and potential-
ly bene t from migration over a longer period of time.
In general, however, equating population growth with
additional emigration to Europe is too simplistic a
model, as it neglects to account for the complex interplay
of demographic change, economic growth, and individ-
ual migration decisions. As other world regions have

Lead authors: David Bencek and Claas Schneiderheinze

shown in the past, population growth can even contri-
bute to sustainable economic development if the insti-
tutional conditions are right. In order to provide a more
nuanced picture that also considers regional di erences
between African countries, we review past and future
demographic trends, discuss their potential impact and
the broader conditions that shape the economic and
social results. Finally, we combine these insights into
adi erentiated assessment of African migration.

Trends in population growth
While in 1950 the African continent was home to only
9 percent of the world’s population, this share has
almost doubled to date (17 percent with 1.3 billion
people) and is estimated to rise steadily to 40 per-
cent (4.5 billion people in total) by the end of the
century. e continent actually passed its peak pop-
ulation growth rate in the mid-1980s; yet changes in
population growth are generally a slow process, so the
annual rate has since decreased by only 0.4 percentage
points to 2.5 percent.

Despite this (by European standards) high average
rate of population growth across all African countries,
there are still notable regional di erences with respect
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Map 3.1 Population projections under a zero migration scenario
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to the progress of their demographic transition. In map
3.1, avisual representation of population projections for
Africa and Europe until the end of this century, we can
observe more closely that the increase in population
is distributed unevenly: evidently, most of the growth
will take place in parts of Sub-Saharan Africa, whose
share of the African population will increase from 80
to 90 percent. Europe, by comparison, will shrink in
relative terms due to its aging demographic; but so will
parts of Northern and Southern Africa (e.g., Libya,
Tunisia, Namibia, and South Africa), where a demo-
graphic transition has started earlier and progressed
faster than in other African countries. As the right-
hand panel of map 3.1 also shows, current projections
expect the rest of the continent to catch up by 2100 and
exhibit growth rates comparable to Europe today.

In the context of current debates on immigration,
not only growth but also the age composition of Afri-
ca’s population is an important factor. As migrants are
commonly young people, who are still willing to accept
high monetary and psychological costs for long-term
improvements in their livelihoods, the age structure of
this growing population needs to be taken into account.
Overall, the population across African countries is very
young, with 60 percent below the age of 25 on average
(compared with only 27 percent in Europe). While this
share is projected to decrease steadily to about 35 percent
by the end of the century, it certainly represents a large
potential for future migration.

The complex relationship between
population growth, economic development,
and migration

High levels of population growth—as experienced in
many African countries—are a direct consequence of
economic underdevelopment. In response to low income
levels and opportunities, child rearing comes at low costs

rtment of Economic

2% 3%

and many children are needed for security in old age. In
line with that, the three countries with the highest fer-
tility rates in 2015—Niger, Somalia, and the Democratic
Republic Congo—are among the ten poorest countries
worldwide (World Bank 2017). But what is the in uence
of their growing populations on future development?
Are they invariably poor or can their demographic
development possibly contribute to economic prosper-
ity? O en population growth in developing countries
is seen as a major obstacle to sustainable development.
Fast-growing countries are 0 en believed to inevitably
face high levels of unemployment, hunger, and civil con-
ict in the long run.
is pessimistic view of population growth dates back
to  omas Robert Malthus. According to his “Essay on
the Principle of Population” (1798), populations natu-
rally outgrow agricultural production (due to xed
land resources), and thus population growth needs to
be controlled to avoid decreasing per capita incomes,
hunger, and crises. While time has proven him wrong
(most countries have managed to increase per capita
income despite growing populations), his core argu-
ment—that population growth leads to lower capital
per worker and decreasing productivity—is still popu-
lar today. e basic idea is based on the observation that
productive resources—like land, fossils, and capital—
do not increase with populations. Consequently, when
populations grow, fewer resources are available per cap-
ita, leading to declines in productivity and income.
Hence, population growth would directly jeopardize
economic prosperity and could trap countries in poverty.
However, while large family sizes come with signi-
cant disadvantages for each child, this one-sided view
of growing populations has been challenged in recent
years. Technological progress can mitigate and even
reverse such e ects. Agricultural innovations can eas-
ily multiply yields per acre; technological advances
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improve the e ciency of extraction and usage of nat-
ural resources. Interestingly, technological progress is
not independent of population growth, but positively
a ected by it (Klasen and Nestmann 2013). Growing
populations provide the demand for and the supply of
technological innovations. In the history of human-
kind population pressures have been shown to compel
innovations (“necessity is the mother of innovation”
(Boserup 1981). Similarly, more people have more ideas
that bene t the whole population (Simon 1977; Kremer
1993). Beyond that, high population densities are a pre-
condition for the links, infrastructure, demand, and
e ective market size that are prerequisites for modern
economic growth based on technological progress and
innovation (Klasen and Nestmann 2013).

Today, most scholars agree that population growth
has ambiguous impacts on economic development and
that other factors—speci cally governance and eco-
nomic policies—play a more important role (Acemoglu
et al. 2005; Das Gupta et al. 2011). In order to under-
stand the complex mutual relationship between demo-
graphic factors and development we have to go beyond
the number of people living in a country. Most 0 en,
the age distribution, the speed of population growth,
and changing generational size have more direct
implications for development and migration. Each of
these factors is shaped by continuous country-speci ¢
changes in fertility and mortality rates—the demo-
graphic transition.

The demographic transition

is term describes a change from high levels of
fertility and mortality toward low levels, which is typ-
ically observed over the development path. Africa is
the last world region where the demographic transi-
tion is still underway. Across the continent the demo-
graphic situation is very heterogeneous with some
countries further ahead in the transition process.
In this context it is important to stress that the tran-
sition does not take place automatically but is rather
the consequence of changing fertility choices in devel-
oping economies. While an exact forecast of future
changes in mortality and fertility remains naturally
problematic, the general pattern of the demographic
transition has been shown to be remarkably sim-
ilar across countries. is general pattern is depicted
in gure 3.4.

At an early stage of economic development, high
mortality and fertility rates balance each other out such
that population growth remains low. With the onset of
economic development and poverty reduction, mortal-
ity rates start to decline; this e ect is especially strong
for child mortality. As a result, more children survive,
the most recent birth cohorts are larger than previ-
ous ones and the population grows. Furthermore, the
age distribution shi s, and the average population gets
younger. In a next step, increasing economic oppor-
tunities and decreasing mortality levels have a dimin-

Figure 3.4 The demographic transition
in five stages
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ishing e ect on fertility. As the size of the age cohorts
decreases again, a ‘generational bulge’ is created. Its
size depends on the speed and magnitude of the respec-
tive declines in mortality and fertility. When reach-
ing working age such a generational bulge may signi -
cantly boost economic development (a ‘demographic
gi ), but at old age the high ratio of dependents to
workers poses severe challenges to economic sustain-
ability (a ‘demographic burden’)—as we experience in
most developed countries today.

Hence the term demographic dividend (or gi ) refers
to a situation where the working-age population in a
country is atypically high. Yet, it is only a temporary
phenomenon and is thus 0 en viewed as a unique ‘win-
dow of opportunity’ for economic development. e
positive impact of increasing the share of the work-
ing-age population goes beyond the direct labor mar-
ket potential. State budgets and social security systems
bene t from higher employment and the simultaneous
increase in savings rates and demand for housing and
investments contribute to economic growth (Bloom
and Williamson 1998). In East Asia the demographic
transition was particularly fast and the demographic
dividend was estimated to be responsible for a third of
per capita income growth during the ‘East Asian mira-
cle’ (1965-90) (Bloom and Williamson 1998).

However, reaping the demographic dividend is not
an automatism, but requires a suitable economic and
political environment. In order to create a dividend,
the youth bulge needs education and jobs. If a country
fails to provide that, the unique opportunity for eco-
nomic development can turn into economic descent,
which may ultimately lead to civil con ict and (mass)
emigration. If large numbers of young people face
few economic opportunities, desperation and poverty
make rebellion, crime, and illegal migration attractive
(Fearon and Laitin 2003; Urdal 2006).

In this respect, Libya constitutes a prime negative
example. Despite experiencing one of Africa’s most
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favorable dependency ratios, no demographic divi-
dend has materialized. Instead, the lack of employ-
ment opportunities and political struggles have created
a vicious circle of con ict and economic deterioration.
In contrast, Botswana has managed to use the demo-
graphic opportunity for economic growth.
For Sub-Saharan Africa as a whole, the possibility of
a demographic dividend is just about to materialize (see
gure 3.5). On average, relatively little systematic change
has occurred in the workers-to-dependents ratio in the
past 60 years, but from now on the share of the work-
ing-age population will continuously increase and reach
its maximum by the end of this century. In other words,
the window of opportunity is about to open for Africa.

Determinants of success and failure

e key question remains: Why are some countries
bene ting from population growth and demographic
change, while others su er? What drives the direction
of impact? Naturally, a recipe for success does not exist.

e short answer is that e ects crucially depend on the
interplay of country-speci ¢ political and economic
factors. Factors that are conducive to economic growth
generally help realize the demographic dividend. If the
economy struggles to provide jobs already at interme-
diate levels of population growth, higher levels of popu-
lation growth will likely be problematic. Political stabi-
lity, good governance, and foresight are crucial to deal
with the upcoming challenges.

Governance quality and political institutions play a

twofold role for the demographic transition to trans-
late into positive economic and development outcomes.
First, e ective population policies can help to reduce
fertility rates, speed up the demographic transition and
thus decrease dependency ratios. Second, any positive
economic impact crucially depends on the ability of
(i) the education sector to accommodate the large num-
ber of young citizens, and (ii) the economy to create
additional jobs for the new generation. For either fac-
tor, good governance and favorable policies are vital.
From empirical studies we know that on average,
Africanyoutharespeci callydisadvantaged inthelabor
market: they are much less likely to nd employment
compared with older cohorts and even if they do, self-
employment or informal activities are more prevalent
(Bhorat et al. 2017). Successful population and educa-
tional policies require a long-term perspective of pol-
icy makers, since bene ts do not materialize in the near
future. Short-sighted governments are likely to invest
too little in these areas. e East Asian miracle consti-
tutesaprime example. Between 1965 and 1990, East Asia
experienced an unprecedented demographic transition
(Bloom and Williamson 1998). Despite the unusually
high speed of transition, the demographic opportunity
was seized and sustainable economic progress was cre-
ated. East Asia's success was based on a combination of
factors: besides the high savings rate, government inter-
ventions targeted at education and technology transfer
along with a stable, market-oriented environment have
played important roles (Stiglitz 1997).

Figure 3.5 Ratio of the working-age population to dependents, 1950—2100
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What does that mean for migration?
In the process of economic development emigration
rates typically rst increase, as more people are able
to a ord migration, then decrease at higher levels of
development when incentives for migration dissolve.
Given the still relatively low per capita incomes in most
African countries, the income gap between Africa and
Europe will constitute a substantial incentive for migra-
tion in the coming decades.  anks to rising income
levels in Africa more and more people will be able
to nance a move. Even so, such natural increases in
migration are not generally worrisome. Migrants who
are motivated by European income levels and deliber-
ately and freely decide to come to Europe are positively
selected, well-educated, prefer legal migration, and
want to integrate into their new societies (Clemens et
al. 2008; Grogger and Hanson 2011).7 At the same time,
in the context of rapid population growth another type
of migration comes to mind: large-scale moves that are
motivated by poverty, stagnation, economic crisis, or
violent con ict. When population growth creates fail-
ing economies, illegal migration can become an attrac-
tive choice and migration outcomes can turn negative.
Whether that is likely to happen depends on a country’s
ability to manage its speci ¢ demographic development
and thus its ability to reap the demographic dividend.

Yet, the relationship between demographic change
and migration goes far beyond income levels. Empiri-
cal research shows that more comprehensive measures
like life satisfaction can explain migration intentions
far better than income levels (Cai et al. 2014). In par-
ticular, dissatisfaction with local amenities like health
and educational services, governance, and security is
considered the most powerful push factor (Dustmann
and Okatenko 2014). For all these factors not only are
di erences in levels important, but also the direction
of change. Perceived economic prospects are critical to
individual willingness to migrate. In the Gallup World
Poll (2010-12), 28 percent of the population in Burkina
Faso and even 53 percent in Liberia indicated that they
are in principle willing to migrate. In contrast and
despite similar income levels, for Rwanda and Mozam-
bique these shares are only 7 and 10 percent, respectively
(Esipova et al. 2014). How are these countries di erent?
While Rwanda and Mozambique have bene ted from
continual economic growth and improvements in ame-
nities, economic stagnation has taken place in Burkina
Faso and Liberia has su ered from civil con ict.

ese observations may help us anticipate the migra-

tory e ect of speci ¢ demographic developments.
Besides the obvious impact on population size and age
distribution, demographic change systematically a ects
migration through its in uence on economic pros-
pects and amenities in the country of origin. While
the impact on economic growth is ambiguous, quickly
growing populations pose a severe challenge to pub-

lic service provision. Providing education to the youth
bulge and improving the health infrastructure to meet
the demands of a growing population are crucial and
demanding tasks for many African governments. So
far, success varies: some countries have managed to
establish functioning systems, while others lag signi-
cantly behind. Countries that already struggle with
the setup of public services and a conducive institu-
tional environment are most at risk of failing to live up
to the challenge of rapid population growth. Wherever
population growth puts a strain on local amenities,
emigration rates are likely to systematically increase.
Developing and improving such institutional condi-
tions is a time-consuming process that needs to evolve
naturally within each country in order to ensure a suf-
cient level of ownership among society (Acemoglu et
al. 2005). Because this is a slow process, today’s insti-
tutional environment serves as a good basis that allows
for inferences about likely future demographic impacts.
In combination with past migration experiences and
future demographic developments, it may provide some
insights into future African migration patterns.

African migration today and tomorrow
Applying the above insights to the current situation in
African countries, we can start assessing their di e-
rent potential migration trajectories by looking more
closely at the respective institutional, political, and
economic environments in which the projected demo-
graphic changes will unfold. By considering the hetero-
geneity among countries, with respect to both their
demographic characteristics as well as their pre-
sent integration in regional and international migra-
tion ows, we can evaluate in detail how future migra-
tion ows may be shaped by their projected pop-
ulation growth. A natural starting point for this look
ahead is the currently observable prevalence of migra-
tion within and between groups of countries as well as
the main countries of origin of European immigrants.
Notably, the broad literature of migration research
has robustly identi ed existing networks to be among
the most in uential determinants of migration ows
(e.g., Boyd 1989; Bocker 1994; Pries 2004).  erefore,
current patterns will give us an idea about the loca-
tion choices of future migrants. Furthermore, fam-
ily migration today represents a signi cant percentage
of total migration (e.g., according to Eurostat (2016),
50 percent of foreign-born people in Europe migrated
for the purpose of family reuni cation) and so the des-
tinations of a large portion of coming migrants have
already been determined by their trailblazing par-
ents, siblings, or adult children. While these existing
patterns and networks are likely to evolve and trans-
form over the course of multiple decades, they never-
theless exhibit a certain inertia and therefore represent
a reasonable predictor of future migration channels.
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Figure 3.6 Migration flows within Africa and to Europe, 2013
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Past and current patterns of migration
Most of the international stock of African migrants out-
side Africa only started to grow at the beginning of the
1960s. Yet by that time, intra-continental migration had
already been quite prevalent, notably among the coun-
tries of Sub-Saharan Africa. As both types of migration
have on average increased in parallel, the split between
intra- and inter-continental migration has remained the
same: the largest share of African migrants travel within
broader regions across the continent, particularly within
Eastern and Western Africa (see gure 3.6). Europe is
predominantly a destination for migrants from North-
ern Africa (representing a share of 50 percent), suggest-
ing that mere geographical distance remains a helpful
proxy in estimating migration ows fromdi erent des-
tinations (obvious exceptions to this rule are countries
with former colonial ties to Europe).:=

To date, high-income countries in general have
much more o en been the destination for emigrants
from countries in the Middle East and North Africa
(65 percent) than countries in Sub-Saharan Africa
(31 percent). We nonetheless observe a highly mobile
population in Sub-Saharan Africa that migrates within
the broader region: intra-regional migration accounts
for 85 percent of total immigration and 66 percent of
total emigration (World Bank Group 2016b).

d on data from the World Bank Global Bilateral Migration Database and World Bank Bilateral Migration Matrix 2010/2013

As gure 3.6 shows, Western African migration
mostly takes place within the region (84 percent of
its total migration). For the most part, these are labor
migrants taking advantage of work opportunities in
neighboring countries, but also increasingly young peo-
ple moving to obtain formal educations (Awumbila
2017). Many countries in Middle and Eastern Africa
have experienced substantial movements of refugees
and internally displaced people in the past with indi-
vidual countries being both the origin of and host to
refugees over time. As con icts have ended, return-
ing migrants have added to regional ows of people.
Southern African migration is mostly circular between
countries in the region, with South Africa at its cen-
ter. In addition, Botswana has become a major country
of immigration as it experiences political stability and
economic growth; it has attracted highly skilled profes-
sionals from Ghana, Zambia, Uganda, Zimbabwe, Nige-
ria, and Kenya (Adepoju 2008; Nkamleu and Fox 2006).

So, while the prospect of education, labor, or higher
incomes represents the underlying incentives of migra-
tion, geographical proximity o entimes determines its
direction. But beyond this static determinant of migra-
tion patterns we also observe that multilateral cooper-
ation between states within regional economic com-
munities (RECs) has additionally contributed to rising
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labor migration. e African Union, for example, has
implemented various programs and frameworks to
support migration and development. Other regional
communities, such as the Economic Community
of West African States (ECOWAS), the East African
Community (EAC), or South African Development
Community (SADC), have similarly pursued freedom
of movement policies (Fioramonti and Nshimbi 2016).
A simple regression model of bilateral migration ows
between African states suggests a signi cant positive
in uence of individual RECs on regional migration—
beyond the level expected on average given the dis-
tances between member countries and their socioeco-
nomic conditions. Speci cally, in Eastern and Southern
Africa, bilateral migration ows among the members
of the EAC, SADC, and Intergovernmental Authority
on Development (IGAD) are higher.

Overall, African migration predominately takes
place within regions, re ecting economic incentives,

nancial constraints, and international cooperation
but also arti cial borders, political instability, and vio-
lent con ict. How the projected population growth
a ects these existing migration patterns is highly
dependent on the institutional and economic environ-
ment in the respective countries.

Institutional conditions and future migration

Arguing that the demographic transition is taking place
in highly heterogeneous environments across African
countries, which ultimately determine whether or not

Figure 3.7 Country clusters

they will be in a position to reap the bene ts of a demo-
graphic dividend, we now assess these conditions using
factors outlined in the previous subsections. is will
help us to evaluate which countries are likely to uti-
lize their expected population growth for economic
development and where demographic pressures might
lead to increased emigration. As the moderating in u-
ences of population growth on economic develop-
ment can be roughly divided into three broad areas,
we choose multiple characteristics from each to quan-
tify the regional heterogeneity across the continent:

 To characterize the labor market and economic con-
ditions being confronted with population growth,
we use the employment rates of 15- to 24-year-olds
as well as the ease of doing business.

 For the assessment of institutional quality, we rely
on multiple indicators—voice and accountability, the
rule of law, control of corruption, political stability,
and government e ectiveness.

e We characterize long-term investment behavior
by using government expenditures on education
and health as well as the availability of improved
water sources (distinguishing between rural and
urban areas), which are relevant amenities driving
individual migration decisions.=
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We use a hierarchical clustering approach to group
countries that are similar with respect to all of these
characteristics and end up with four distinct clusters
of countries.» All countries belonging to a given cluster
share similar characteristics with respect to their institu-
tional environment that will a ect the impact of popu-
lation growth. Figure 3.7 shows a visual represen-
tation of these clusters in a two-dimensional space.

ese two dimensions each unite a combination of the
multiple characteristics listed above and are able to re-
present two-thirds of the variance between the countries.

We identify as cluster 1 in dark blue all countries
that exhibit very high levels of corruption, ine ective
government, and generally low levels of investments
in health and education. Youth employment is below
average and they also tend to be politically unstable.
Zimbabwe is a typical example of this group.

All light blue colored countries in cluster 2 show
successful labor market integration of young people,
but only moderate government e ectiveness and rela-
tively high levels of corruption. Nevertheless, the busi-
ness climate is favorable and there are signs of positive
development of political institutions. Within this clus-
ter Mozambique is a central representative.

e green cluster 3, typi ed by Namibia, is made up
of highly stable democratic countries that are governed
by a strong rule of law and control of corruption. High
levels of investment in education and health are cou-
pled with a widespread availability of improved water
sources. Together with cluster 2, these countries range
among the highest rated in the doing business index.
Youth employment is lower than in cluster 2, but this
re ects a higher average number of years of schooling.

Finally, countries in the light green cluster 4, repre-
sented by Djibouti or Egypt, show high levels of invest-
ment in infrastructure (health, education, and water).
With respect to political institutions members of this
cluster are similar to cluster 2, still experiencing signif-
icant corruption, but they are not as successful at pro-
viding job opportunities for young people.

Based on this clustering of African countries we
should expect the projected demographic transition
to a ect economic development generally in a pos-
itive way in clusters 2 and 3. By contrast, because of
their present institutional shortcomings, clusters 1 and
4 would encounter negative e ects from high popu-
lation growth in the near future.  is assessment is
also re ected by recent economic growth over the past
10 years, during which time countries in cluster 3 expe-
rienced the highest average annual growth of per cap-
ita GDP with 2.8 percent, whereas cluster 1 grew at
only 1.2 percent.= e fact that our clustering of coun-
tries, which is based mainly on institutional charac-

Map 3.2 Country clusters and population growth

Cluster

tment of Economic

based on United Nations, Depa

teristics, coincides with recent economic performance
underlines ourargumentabout the importance of coun-
tries’ institutional setting for economic development.

Of course, even within each cluster, countries dif-
fer with respect to their projected population growth.
We therefore combine our cluster-based country
grouping with population projections in map 3.2 to
help assess the potential e ects on migration ows over
the decades to come.=

Most countries with high population growth rates are
either part of the light blue cluster 2, in which the insti-
tutional settingstill holdschallenges butisoverall promi-
sing, or the blue cluster 1, in which the countries are
likely to experience economic pressure. While East-
ern Africa is set to increase its population signi cantly
by 2050, its economies seem to be able to handle the
additional labor force relatively well. Additionally, the
low population growth across Southern Africa, which
mostly belongs to the institutionally strong cluster 3,
will attract more regional migration to serve its demand
for labor—a process promoted by RECs such as the
SADC, EAC, and IGAD. Similarly, multiple countries
in Western Africa with a high projected rate of popu-
lation growth are either likely to bene t from it or are
located close to countries with favorable institutional
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prerequisites. In this regard, ECOWAS can be an
important driver of bene cial labor migration. Over-
all, we can thus expect the geographical distribution of
clusters to advance regional patterns of labor migration.
With respect to migration ows to Europe, map 3.2
also shows that the most relevant countries of origin
will neither experience high population growth nor
will their economic and political institutions likely
be unable to cope with incoming regional migrants.
Expectations of unprecedented migrant ows to
Europe because of natural population growth there-
fore seem disproportionate and neglect to account for
heterogeneity across countries and the importance of
regional, intra-continental migration in Africa.

Conclusions

It is undisputed that the total population of Africa
will keep rising steadily until the end of this cen-
tury. It is important, however, to acknowledge the
vast heterogeneity among countries with respect

to their population trajectories. While the level may
still be high, many countries are experiencing declining
growth rates. Especially Northern Africa—where most
African migrants in Europe originate from—uwill see its
population grow at rates comparable to Europe.

e developmental consequences of the expected
demographic change highly depend on the country-
speci c institutional capacity to socially and eco-
nomically accommodate a growing population.

ese institutional characteristics di er greatly
across African countries: some countries, like
Zimbabwe or Angola, will have di culties in deal-
ing with these challenges while others, such as
Botswana or Ghana, may even bene t from a larger
labor force and incoming labor migrants. And it is
because of these regional di erences that we
should expect the growing total population to lead to
even higher rates of intra-African migration, especially
as regional economic communities continue to pursue
and implement free movement policies.

3.3 Economic integration of
refugees in low- and middle-

INncome countries

it must be embedded in a global governance frame-

work for the protection of refugees. As a large,
high-income economy, the EU has much to contribute
to the protection of refugees worldwide. Yet, the EU will
never be able to host all the refugees in search of protec-
tion and not all of them would like to go there.

To a large extent, geography determines where refu-
gees are hosted: most refugee situations arise in low- and
middle-income countries; most refugees live in neigh-
boring countries at a similar income level. In the past,
when living conditions in the host country were very
unsatisfactory, refugees moved on in the hope of nding
more favorable conditions elsewhere. For example, con-
ditions for Syrian refugees deteriorated sharply in Jordan
and Lebanon in late 2015; subsequently, many refugees
moved on to Turkey and farther, irregularly, to Western
Europe. is movement was stopped only when Turkey
agreed to prevent people smuggling across its border with
Greece while the EU agreed to provide signi cant nan-
cial support for the hosting of Syrian refugees in Turkey
(Lucke and Schneiderheinze 2017).

us, it is not only a humanitarian obligation, but also
a matter of self-interest for the EU to help ensure that ref-
ugees can lead decent lives in their host countries. While

F or the EU asylum system to function e ectively,

Lead author: Matthias Liicke

geography determines where refugees are hosted, the
resulting economic burden can be shared by the inter-
national community and the EU has much to contribute.
However, since many refugee situations drag on for many
years, it is not enough to provide refugees with basic
necessities such as food, housing, health care, and an
education for their children. A life with dignity includes
the right to work, giving refugees the opportunity to pro-
vide for their own livelihoods (MEDAM 2017). Although
this is acknowledged by the 1951 Refugee Convention
and other international policy documents, implementa-
tion is sketchy in many host countries.

In this section, we rst review the international legal
framework and recent policy documents on the right
to work for refugees. We then draw on the ndings of
a large World Bank research project (Zetter and Ruau-
del 2016a) to summarize the legal status quo and de
facto labor market integration of refugees in the main
host countries. Since refugees in most low- and mid-
dle-income countries face many hurdles as they seek
to work and support themselves, we discuss why most
host countries have been reluctant to extend the right
to work to refugees and how the international commu-
nity can address these concerns. We consider especially
the experiences of Jordan and Uganda and conclude
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with a case study on Syrian entrepreneurs in Turkey
that highlights how the economic integration of refu-
gees can work for everyone’s bene t.

The international legal framework

Underlying international law and related policy doc-
uments, there is a clear understanding that economic
integration, in terms of employment as well as entre-
preneurship, is necessary for refugees to live with dig-
nity in their host countries.  erefore, granting refu-
gees access to formal employment and entrepreneurial
opportunities constitutes good practice in host-coun-
try refugee protection policies. Nevertheless, many host
countries have been reluctant to adopt legally binding
commitments at the international level or to implement
the refugees’ right to work and entrepreneurial activity
in national legislation. Further below, we consider the
perceived obstacles and discuss ways for the interna-
tional community to work with host countries to pro-
mote the economic integration of refugees.

e 1951 Refugee Convention devotes Chapter Il
(“Gainful Employment”) to the economic integration
of refugees.= Regarding both employment and self-em-
ployment, recognized refugees are to be treated at least
as favorably as other foreign citizens in the same cir-
cumstances (Articles 17(1) and 18). Moreover, “restric-
tive measures imposed on aliens...for the protection
of the national labour market...shall not be applied
to a refugee...who...has completed three years’ resi-
dence in the country” (Article 17(2)). Also, “the Con-
tracting States shall give sympathetic consideration
to assimilating the rights of all refugees with regard
to wage-earning employment to those of nationals”
(Article 17(3)).

Although the Convention acknowledges that
“national treatment” of refugees in terms of employ-
ment rights constitutes good practice, many signa-
tory states have registered reservations that exempt
them from applying Article 17, especially section (1).
Many reservations state that the country considers
the provisions of Article 17 to be recommendations,
not obligations. In e ect, only 75 out of the 145 signa-
tory states grant national treatment regarding employ-
ment, either through accession to the respective arti-
cles of the Convention or through domestic legislation
(Zetter et al. 2017). In many low- and middle-in-
come countries, the labor market integration of ref-
ugees is further complicated by the fact that formal
employment constitutes only a small part of total
employment: whatever their rights in the formal labor
market, many refugees must rely on informal work for
their survival, with the attending risks of discrimina-

tion and exploitation based on their o en unsecure
legal status.

e New York Declaration for Refugees and Migrants
was adopted by the United Nations General Assembly
on September 19, 2016,= following a summit of heads
of state and government. As a “political declaration,” it
does not establish legal obligations but describes com-
mitments by UN member states on how they will share
responsibility for refugees (among other things).

In the New York Declaration, UN member states
rea rm the 1951 Refugee Convention (with the 1967
Protocol) as “the foundation of the international ref-
ugee protection regime” (para. 65). UN member states
are encouraged to sign the Convention if they have not
done so already, and to withdraw any reservations that
they may have made. e Declaration recognizes that
“armed con ict, persecution and violence, including
terrorism, are among the factors which give rise to large
refugee movements.”  us, the Declaration acknowl-
edges explicitly that refugees from war, who are not
covered by the 1951 Convention, also require protec-
tion. Somewhat cautiously, host countries are encour-
aged to “consider opening” their labor markets to ref-
ugees, while UN member states pledge assistance for
employment creation and income generation schemes
(para. 84; Annex |, para. 13).

Annex | of the New York Declaration will likely
become the basis of the planned Global Compact on
Refugees in 2018.» Like the New York Declaration,
the Compact will constitute a set of political commit-
ments by UN member states, rather than legally bind-
ing obligations. Given the wording of Annex I, the
Compact itself will probably not generate much prog-
ress in strengthening refugees’ right to work, beyond
a rming Article 17(1) of the 1951 Refugee Convention.
Any progress will depend on how much momentum
the adoption of the Compact will generate toward pol-
icy reforms (and international support) to expand the
labor market integration of refugees.

Similar to the New York Declaration, the Interna-
tional Labour Organization’s “Guiding principles on
the access of refugees and other forcibly displaced per-
sons to the labour market” (ILO 2016) stop short of call-
ing on governments to grant the right to work to refu-
gees. At the same time, the guiding principles call for
policies to foster opportunities for formal and decent
work that support self-reliance for refugees (paras 7
and 14), along with international support for countries
that host many refugees (paras 26 and 27). e target
population is referred to as “refugees and other forci-
bly displaced persons,” thus including individuals who
may not come under the 1951 Geneva Convention, but
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may have other valid reasons to ee their countries of
origin (for example, war).

e guiding principles also call for reliable informa-
tion “concerning the impact of refugees and other forc-
ibly displaced persons on labour markets” (para. 14) as
well as “national, bilateral, regional and global dialogue
on the labour market implications of large in uxes of
refugees and other forcibly displaced persons” (para.
25).  ese cautionary statements suggest that if refu-
gees’ access to the labor market were to con ict with
the “needs of the existing labour force and employ-
ers” (para. 14), the latter would take precedence. is
indeed seems to be the prevailing approach in many
host countries: err on the side of caution and limit ref-
ugees’ access to the formal labor market if there is as
much as a suspicion that residents could be hurt.

We argue below that this approach is, rst, counter-
productive: if refugees are limited to working in the
informal sector, it becomes more likely that a relatively
large number of refugees may compete with speci ¢
groups of informal local workers. Without such restric-
tions, any impact on residents would be more widely
dispersed. Second, existing research strengthens this
argument because it nds, under most circumstances,
only a small labor market impact of immigrants on res-
idents in terms of wages or employment opportunities.
And third, with international nancial support for low-
and middle-income countries that host refugees, there
isagood chance that additional demand for local goods
and services will raise local incomes before any labor
market e ects come into play.

Obstacles to the labor market integration
of refugees in low- and middle-income
countries

Based on a large World Bank project, Zetter and Ruau-
del (2016a) assess the status of the labor market inte-
gration of refugees in 20 countries that host 70 percent
of the world’s refugee population. Most are low- and
middle-income countries because that is where most
refugees live. e authors review relevant national leg-
islation and discuss how asylum and labor market poli-
cies as well as mediating conditions determine the labor
market integration of refugees on the ground. Mediat-
ing conditions relate to the refugees themselves—their
education, professional background, knowledge of local
languages, and so on—as well as to the host country,
for instance, the number of refugees relative to the res-
ident population, labor market institutions, and labor
demand. Although the host countries in the study are
very diverse, several conclusions apply widely and have
important implications for how responsibility for host-
ing refugees can be shared more e ectively at the inter-
national level.

First, although international legal and policy docu-
ments recognize full labor market integration as good
practice (see the previous subsection), current condi-
tions in most host countries fall signi cantly short of

this benchmark (Zetter and Ruaudel 2016a, 11, 13).

is is true irrespective of whether the host country
has signed the 1951 Convention or has made reserva-
tions to applying the articles pertaining to refugees’
labor market integration.

In practice, concerns about treatment less favorable
than national treatment are not limited to national ref-
ugee law, residence law, or labor market regulations.
In addition, it o en takes a long time for asylum seek-
ers to be recognized as refugees and the process may
be fraught with uncertainty. Until recognition, asylum
seekers are in an even weaker position in the labor mar-
ket and may lose precious time that they could have
used to prepare themselves better for work (by learning
the local language, for instance).

Second, except in a few high-income countries where
refugees’ basic needs are adequately covered through
cash and in-kind transfers, most refugees neverthe-
less work to survive—either to supplement whatever
meager support they receive, or to support themselves
entirely. If they cannot work formally (because they
are not allowed to or because the formal sector is too
small), they will work informally. As a result, many ref-
ugees work under precarious conditions in terms of
wages, hours, job security, and occupational health and
safety—even when compared with what may be gen-
erally low standards in many low- and middle-income
host countries.

ird, regarding mediating conditions, most refugees
naturally nd it more challenging than other immi-
grantsto nd decentwork. In contrast to labor migrants,
refugees leave their homes when they are pushed to do
so and may have little choice over their host country.
us, many are unprepared for the demands of the
host country labor market, do not speak the local lan-
guage, and have no demonstrable professional quali -
cations. As a rule of thumb, in some high-income coun-
tries, refugees as a group take 10 years to attain the same
employment rate as other immigrants (MEDAM 2017,
57). Of course, when income support for refugees is less
generous and labor market conditions are more simi-
lar between the host country and the country of desti-
nation, many refugees will nd work more quickly. Still,
the challenges are large at the personal level.

Fourth, across host countries, reluctance to allow
refugees to work is especially pronounced in low- and
middle-income countries with few formal jobs for
which there is a lot of competition among residents,
and in countries with weak and fragmented labor mar-
kets. Under such conditions, it may seem especially
likely that if refugees enter the labor market, wages and
conditions may deteriorate for local workers. As we dis-
cuss below, this concern may be valid in the short run,
but will not apply in the long run with an appropriate
policy environment.

Fi h, from a political economy perspective, many
host countries are reluctant to grant refugees the right
to work because that may be viewed as a signal that
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Box 3.3 International assistance for Jordan and work permits for Syrian refugees

lion, out of which 1.3 million are Syrians. Of the
660,000 Syrian refugees who are registered with
the UNHCR, 297,000 are of working age (Immenkamp
2017; UNHCR 2017c) and “two out of three refugees
are reported to live below the Jordanian absolute pov-
erty line.” In February 2016, the London conference
on “Supporting Syria and the Region” aimed at long-
term pledges of the international community regarding
nancial and technical aid. In return, host countries
of the region should facilitate access to labor markets
and education for Syrian refugees. In 2016, donors con-
tributed US$1.4 billion in grants and $923 million in
loans to Jordan. A further $692 million in grants (by
October 2017) and $531 million in loans have been
directed to Jordan in succession to the follow-up con-
ference in Brussels in April 2017 (Supporting Syria and
the Region 2017a; 2017b).

During the London conference participants also
agreed on the EU-Jordan Compact, containing mutual
commitments. Conditional upon increased nancial
support, Jordan pledged to grant 200,000 work permits?
to Syrian refugees in speci ed sectors and facilitate
business development over the following three years.

e Compact is supposed to attract new investments to
create jobs for both Jordanians and Syrian refugees. It
combines “humanitarian and development funding...
with pledges of $700 million in grants annually for three
years and concessional loans of $1.9 billion” (Barbelet et
al. 2018, 2). Furthermore, it contains trade facilitation
for Jordanian exports to the EU in return for employ-
ment quotas for Syrian refugees (especially simpli ed
rules of origin for a 10-year period for 52 product groups
manufactured in one of 18 special economic zones; see
section 3.5). A potential extension of the rules of origin
regime is made conditional on the achievement of the
200,000 work permits a (Schubert and Haase 2018). Sep-
arately, in September 2016, the World Bank set the tar-
get of 130,000 Syrians holding active work permits by
2019 (at that time, not as a cumulative total). Between
$193 and $7,000 is disbursed for each work permit,
depending on the date of its issuance, with a maximum
of $20 million to $35 million per calendar year. Related
to business regulatory reforms, $200,000 will be dis-
bursed “for each additional 10 household enterprises
o cially established of which at least one is owned by a

J ordan has an estimated population of 10.1 mil-
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Syrian refugee household and one is owned by a female”
(IBRD and IDA 2016, 47-50).

Between January 1, 2016 and October 31, 2017, 71,426
work permits were issued to Syrian refugees but there
are no data on how many are still active. Syrians con-
stitute approximately 20 percent of the total non-Jor-
danian workforce and 10 percent of all work permits
received by migrant workers were issued to Syrians (2
percent before the Compact). Also, the labor market
participation of Syrian women is vanishingly small,
with a share of only 3,178 work permits (Hamdan 2017;
UNHCR 2017c). e e orts of the international com-
munity following the London conference demonstrate
indeed how a rather restrictive labor market policy can
be opened up for refugees and that international funds
can be mobilized in a short time. Although the num-
ber of work permits is increasing, progress in the labor
market integration of Syrian refugees is rather slow
regarding the aim of 200,000 work permits.

e reasons for the slow progress are bureaucratic
and nancial obstacles, lack of information on the part
of refugees, the unattractive locations of the special eco-
nomic zones, and disincentives for employers to for-
malize employment, such as high costs or complicated
processes. e current state of Jordan’s economy, char-
acterized by high unemployment and slow growth rates,
and the limitation to certain sectors that do not match
refugees’ skills have to be added (Barbelet et al. 2018;
Schubert and Haase 2018). Finally, the structure of Jor-
dan’s sector and work permit quota system—enjoining
a 50 percent quota for Jordanian employees on employ-
ers in export industries—contributes to the segmented
labor market whereby Syrians have to nd employ-
ment opportunities in other sectors or enter informal
employment where wages are relatively high (Amjad
et al. 2017, 39; Kelberer 2017, 20-22). e Ministry of
Labor is attempting to mitigate some of these obstacles.
For instance, it has de-linked work permits in agricul-
ture from employers and introduced exible work per-
mits in the construction sector allowing employees to
carry out construction works freely within the sector.
In addition, employment bureaus for Syrians have been
established in cooperation with the ILO. Currently, the
Ministry of Labor is re-examining Syrian employment
rates in factories that want to bene t from the simpli -
cation of rules of origin (Hamdan 2017).

2 Council of the European Union, "EU-Jordan Partnership Priorities and Compact,” Annex to Decision No. 01/2016 of the 12" EU-Jordan Association
Council, 11 (September) (accessed March 5, 2018) http://data.consilium.europa.eu/doc/document/ST-12384-2016-ADD-1/en/pdf.
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refugees are welcome to stay in the host country indef-
initely, rather than temporarily. Such a signal could
undermine the crucial distinction between the gover-
nance systems for refugee protection and labor migra-
tion. Refugees have the right to stay in the host country
for as long as they require protection—irrespective of
whether their presence is economically advantageous
for the host country. By contrast, the host country is
free to admit (or not admit) would-be labor migrants
according to any criteria that they may choose.

Zetter and Ruaudel (2016a) also point out that pop-
ular support for hosting refugees may depend on the
population regarding the refugees’ presence as a tempo-
rary humanitarian response to an emergency. Beyond
employment, there are many other areas where refu-
gees may (be perceived to) compete with residents over
access to resources: public services such as health care
and schools, housing, and subsidized food and energy.
In addition, when violent con icts in the countries of
origin threaten to spill over into host countries, there
may also be security concerns about a large-scale pres-
ence of refugees.

e attitude that refugees should only be allowed to
stay temporarily under makeshi conditions is wide-
spread in host countriesatall income levels (see Barslund
et al. 2016 on the treatment of Bosnian war refugees in
several Western European countries in the 1990s). How-
ever, this attitude sharply con icts with the long dura-
tion of most refugee situations: in 2016, two-thirds of
refugees worldwide were in “protracted” refugee situ-
ations that had lasted more than ve years (UNHCR
2017c, 22). As there is little prospect of refugees return-
ing to Syria any time soon, many refugees look set to
remain in protracted situations for much longer.

Although some refugees have moved on irregularly
from their countries of rst asylum when conditions
elsewhere appeared more promising (such as Syrians
moving from the Middle East to Western Europe in
late 2015), such secondary movements are now rare and
actively discouraged by potential destination countries.

erefore, arguably, it is incompatible with humani-
tarian principles as well as a waste of refugees’ poten-
tial output to deprive refugees of the chance to work
productively and support themselves and their fam-
ilies while they live in their host country. It is to this
situation that international law and policy documents
respond by establishing full labor market integration
as a benchmark for good practice in refugee protection
policies (see the previous subsection).

at said, international support for countries that
host refugees is crucial to resolving potential con icts
between refugees and residents over access to resources
and economic opportunities. Such support may come
in various forms, including income support for refu-
gees, job creation schemes, logistic and nancial assis-
tance to the host country for the provision of public ser-
vices, trade preferences for products ‘made by refugees’

(see section 3.5), or orderly resettlement of especially
vulnerable refugees in secondary host countries. In the
following subsection, we identify important interven-
tions for better international responsibility sharing that
bear upon refugees’ labor market integration.

International cooperation to promote the
labor market integration of refugees and
address host-country concerns

In the spirit of the guiding principles of the International
Labour Organization (ILO 2016; see above), which call
for more research into the labor market impact of refu-
gees, it is helpful to recall what we already know. ere
is a large body of research into the labor market e ects
of immigration that has one broad conclusion: there
may be negative e ects on residents’ wages and employ-
ment rates, especially in the short run, but these are typ-
ically small compared with other determinants of labor
market performance over time (for extensive surveys,
see Kerr and Kerr 2011; Glitz 2014b).

e underlying economic intuition is that immi-
grants, as they work, increase the local supply of goods
and services, while their incomes generate additional
demand. Substantial negative e ects on residents may
still arise if the number of immigrants is large relative
to the resident population and substantial investment
is required to create enough new jobs, or if immigrants
are predominantly low-skilled or concentrated in par-
ticular regions or sectors so that certain groups of resi-
dents face disproportionately more intense competition
in the labor market.

Furthermore, there is a smaller body of empirical lit-
erature on the economic e ects of refugees in low- and
middle-income countries when there is international
support either for refugees themselves (such as in-kind
provision of food and shelter or income support in the
form of cash transfers) or for the host government for
the provision of public services (for a summary, see
Maystadt and Breisinger 2015). In such circumstances,
residents typically bene t from increased demand for
local goods, services, and accordingly, higher incomes.
When refugees live in camps, the income e ects may be
strongly localized (Taylor et al. 2016a). When refugees
are more widely dispersed throughout the resident pop-
ulation, the income e ect may be less strong, but also
more widely dispersed. With international support for
the hosting of refugees, these positive income e ects
precede any negative consequences of growing compe-
tition in some labor market segments.

ese insights con rm that there are no compelling
economic reasons to hold back on the labor market inte-
gration of refugees, which international law and policy
documents clearly identify as good practice (see above).
At the same time, it is crucial that international assis-
tance is indeed forthcoming, and that the movement
and integration of refugees are carefully managed. Sev-
eral areas of possible policy interventions stand out.
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Box 3.4 Land distribution to refugees in Uganda

worldwide. By February 2018, 1,411,794 refugees

lived in the East African country.? e major-
ity of refugees come from South Sudan (1,053,598),
the Democratic Republic of Congo (276,318), Burundi
(40,584), and Somalia (37,193). Refugees who are
granted status mostly live alongside local communities
and are hosted in organized settlements (74 percent) or
settle (if they can a ord it) in urban areas such as Kam-
pala (11 percent) or live in transit centers (15 percent)
(Ruaudel and Morrison-Métois 2017, 1).

Uganda’s Refugee Act 2006 and Refugee Regulations
2010 comprise the right to seek employment, relative
freedom of movement, and access to farmland for per-
sonal use set aside by the government. Uganda follows
a self-reliance strategy, providing refugees with non-
food items such as tools, a plot of land, and food rations
until they are self-su cient (Kreibaum 2016). Access
to land is in uenced by factors such as registration as
a refugee, duration of stay, marital status, and employ-
ment status. It “refers to the ability of refugees to use
allocated land for residential and cultivation purposes
in order to enhance self-reliance rather than being con-
sidered a legal right” (World Bank Group 2016a, Xii,
44-45).

Research shows that refugees farm the allocated or
leased land intensively. Additionally, access to land
increases local income spillovers by refugees receiv-
ing cash as well as by those receiving food aid. At the
Rwamwanja camp, a refugee settlement in southwest-
ern Uganda, this results in an income spillover of
US$876 for each additional refugee household provided
with cash and farmland (Taylor et al. 2016b, 2). e
trading activities of refugees impact on the local and
national economies and create networks between ref-
ugee settlements and Ugandans. Uganda’s rather pro-
gressive refugee policy is sustained by the hospitality
of the local population, which is based on “the cultural,
linguistic, and ethnic a nities between Ugandans and
many of the refugees from across the border” (World
Bank Group 2016a, 16, 28). Also, refugees are normally
well informed about Uganda’s refugee policy.

On average, Burundian refugees have stayed in
Uganda for 15 years, Sudanese for 11 years and Con-
golese for 5 years (World Bank Group 2016a, 60). For
many refugees returning to their home country is not
an option due to continued instability.

l ' ganda is among the top ve hosting countries
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However, there are obstacles regarding local inte-
gration in the long term. Although discussion about
naturalization is ongoing, refugees and their descen-
dants born in Uganda currently remain refugees for
life (World Bank Group 2016a, 71).  us, they “can-
not own the homes they live in or the land they culti-
vate” (Ruaudel and Morrison-Métois 2017, 9). Further,
there are legal obscurities concerning “whether refu-
gees are exempted from obtaining a permit to work”
(Ruaudel and Morrison-Métois 2017, 9). Regarding
type of employment, skills, location of the settlement,
and productive capital, livelihood opportunities vary
signi cantly and the focus on agriculture of the Ugan-
dan government and the international community can
become problematic (Ruaudel and Morrison-Métois
2017, 12). Currently, Uganda hosts more refugees than
ever before. e in ux of South Sudanese refugees
increased signi cantly when ghting broke out in July
2016. Fertile land has become a scarce resource and
the allocated land sometimes does not produce a suf-

cient harvest. Moreover, some settlements are iso-
lated, located in the poorest regions of the country,
and have very limited opportunities of formal employ-
ment. High costs and ambiguity over whether freedom
of movement applies to refugees living in settlements
potentially limit possibilities to change location. Addi-
tionally, UNHCR humanitarian assistance is tied to
the designated settlements (World Bank Group 2016a).

Since 2015 the Settlement Transformative Agenda
(STA) has included refugees in Uganda’s National
Development Plan. To support the STAa ve-year gov-
ernment strategy of up to $350 million was developed,
involving UN agencies, the World Bank, development
partners, and the private sector. Known as “Refugee
and Host Population Empowerment” (ReHoPe), it aims
at “resilience-building e orts for refugees and host
communities” (Ruaudel and Morrison-Métois 2017, 10).

e strategy has stimulated the engagement of develop-
ment actors. But overall there “has been limited fund-
ing, a lack of development actors and a lack of space
within the response architecture for early solutions
planning that would focus on activities more geared
toward building self-reliance” (Ruaudel and Morri-
son-Métois 2017, 11). For 2017, the UNHCR reported
an overall funding gap for Uganda of $348.7 million
($220.1 million of the required $568.8 million in con-
tributions was received).?

= UNHCR Uganda Refugee Response Portal (February 2018); in 2015 the overall population was 40,145,000 based on UN estimates
5UNHCR Uganda Refugee Response Portal: “Uganda Funding Update 01/2018."
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For a start, in some host countries with large ref-
ugee populations, there are potential areas of con ict
between residents and refugees over access to resources:
public health care services, schools, housing, or jobs in
the formal sector. Some low- and middle-income coun-
tries also maintain subsidies for basic necessities such as
food and energy, which become costlier when consump-
tion increases. Since low- and middle-income countries
may not have the necessary scal capacity to resolve
these con icts, logisticand nancial assistance from the
international community within a framework of inter-
national responsibility sharing is crucial. By resolv-
ing potential con icts, international assistance helps to
ensure that popular opinion does not turn against the
presence of refugees, which could render labor market
integration politically infeasible.

We have argued elsewhere that there is a pressing need
for more such international assistance and for better
coordination between humanitarian and development
assistance (Lucke and Schneiderheinze 2017). It is none-
theless encouraging that some nancial assistance from
the international community is already taking the form
of direct budgetary support for host governments and
helping to resolve potential con icts over the allocation
of government expenditures (for example, International
Monetary Fund/EU macro- nancial assistance to Jor-
dan or budget support loans or grants from the World
Bank and the EU to both Lebanon and Jordan).

In addition, if refugees (i) need to work to survive,
but (ii) are denied work permits for the formal sector,
it becomes more likely that competition from refugees
will harm some groups of native workers (for example, in
the case of Syrian refugees in Turkey, Turkish low-skilled
informal workers, and women—see Tumen 2016; Del
Carpio and Wagner 2015).  ese negative e ects arise
precisely from the restrictions on refugees’ labor market
participation, combined withinsu cientincome support
that might otherwise reduce the pressure to nd (infor-
mal) work and increase their reservation wage. If refu-
gees had better access to the whole of the labor market,
the negative e ects would dissipate, rather than magnify.

It may be politically counterintuitive for the host
government to expand labor market access for refu-
gees when there are already visible negative e ects on
the labor market. It may also be politically challenging
to discard, simultaneously, the misleading notion that
refugees will only stay temporarily and may therefore
be hosted under makeshi conditions, where the lack
of dignity can only be justi ed by the supposed short
duration of their stay. Under such circumstances, ge-
nerous international assistance within a responsibility-
sharing framework may render the host government’s
position easier to sustain. Even so, if the ultimate objec-
tive is a life with dignity for refugees, labor market
access is as important as international assistance. It is
therefore appropriate to condition international assis-
tance on speci ¢ steps toward fully implementing labor

market access (on the example of Jordan, see box 3.3).

Furthermore, and maybe less controversially, low-
and middle-income countries may bene t from the
experiences of refugees who struggle to integrate into
high-income country labor markets, where work per-
mits are 0 en no longer an issue and the focus shi s
toward ‘mediating’ conditions. e most import-
ant impediment to speedy integration is typically
the refugees’ lack of knowledge of the local language.
While language classes are a good start, e ective lan-
guage learning requires immersion with speakers of
the local language, which is di cult to organize. Many
programs seek to combine language learning with
work experience and vocational training (for an early
review, see AW 2017).

Much e ort is also put into assisting refugees with
the recognition of professional quali cations and the
certi cation of skills that they may possess but of which
they have no written proof. Some of these concerns may
be less prominent when the countries of origin and res-
idence are more similar in terms of economic develop-
ment, skill requirements, and the degree of formality
of their labor markets. Nevertheless, measures to equip
refugees better to succeed in host-country labor mar-
kets would be in everyone’s interest and can be assisted
by international donors. e distribution of agri-
cultural land to refugees in Uganda is an interesting
initiative that allows refugees to use their acquired pro-
fessional skills, made possible by a relative abundance
of land in the host country (see box 3.4).

Finally, if refugees are clustered within the host
country (as many refugees are, whether or not they live
in camps), it is worth exploring whether they possess
skills through which they might sustain the develop-
ment of particular economic sectors. In this context,
export-processing zones have been proposed as a tool
to promote industrial development to employ refugee
workers (Betts and Collier 2017). Manufacturing indus-
tries are potentially suitable for creating a large num-
ber of jobs because they are footloose in the sense that
they do not depend on natural resources or highly spe-
cialized skills (Yicer and Siroén 2017). Still, for rms
to become successful exporters of manufactures, they
need a favorable business environment, good transport
infrastructure to connect with the world market, and a
substantial number of experienced industrial workers
all in one place. In section 3.5, we discuss in detail why
the ongoing e orts to promote manufactured exports
from Jordan ‘made by’ Syrian refugees have met with
little success so far.

Case study: Refugee entrepreneurship—
Syrian-owned businesses in Turkey

Lead author: Omar Kadkoy
By December 2017, well into the seventh year of the
Syrian war, more than half the pre-war population had
been forcibly displaced from their homes: while 6.1
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Figure 3.8 Syrian refugees vs. partially or wholly Syrian-owned firms in Turkey, 2010—17
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million individuals were internally displaced within
Syria,” 5.4 million lived abroad as refugees, mostly in
neighboring countries.z With only 8 percent of Syrian
refugees residing in camps,» most now live dispersed
in urban areas and have to provide for their own live-
lihoods. s calls for economic integration in the host

b. Number of Syrian companies

1,500
1,000
500 I
o - -

2011 2012 2013 2014 2015 2016 2017

Syrian companies

economy, either as employees or as (self-employed)
entrepreneurs.

In this case study, we focus on Syrian-owned com-
panies in Turkey. Turkey hosts 3.4 million Syrian refu-
gees—more than half of all international refugees from
Syriaand more than 4 percent of the Turkish population.

Map 3.3 Geographical distribution of Syrian companies in Turkey
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e evidence regarding the e ects of Syrian refugees on
the Turkish labor market is somewhat mixed. Cengiz
and Tekguc (2018) conclude that Syrians do not have an
unfavorable employment or wage e ect on local workers.
By contrast, Ceritoglu etal. (2017) nd thatalthough Syr-
ians’ overall impact on the labor market is limited, cer-
tain disadvantaged groups of local workers are negatively
a ected (e.g., women, younger workers, and less-edu-
cated workers). What is less well known is that, starting
from humble beginnings, the number of companies in
Turkey partly or wholly owned by Syrians between Jan-
uary and October 2017 was 1,605.» In this case study,
we discuss the drivers of this rapid growth, the policy
environment, and the economic impact of Syrian-owned
companies on employment and exports in Turkey.

e number of Syrian-owned rms in Turkey has
grown along with the in ow of Syrian refugees ( g-
ure 3.8). A spike in the number of new companies took
place in 2014 when 892 companies were established
with registered capital of US$75.8 million. In the same
year, there was a spike in the number of Syrians who
entered Turkey. e Directorate-General of Migration
Management indicates that 1.3 million Syrians entered
Turkey in 2014. Similarly, when another 1 million Syr-
ians entered Turkey in 2015, 1,690 Syrian companies
were newly established with total seed capital of $104.1
million.

e in ow of Syrian refugees slowed down sharply
when Turkey ended its open door policy in January 2016

Figure 3.9 Top 10 sectors in which Syrian-owned companies
operate in Turkey, October 2017
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and imposed a visa requirement on Syrians seeking to
enter Turkey. Nonetheless, a record 1,656 new compa-
nies were registered in 2016, with registered company
capital in the amount of $107.9 million. Both numbers
will probably be surpassed for 2017 as 1,605 new com-
panies had already been registered by the end of Octo-
ber. In each year since 2014, Syrian companies have
accounted for about one in four foreign companies reg-
istered in Turkey, with foreign companies accounting
for around 10 percent of the over 60,000 rms estab-
lished annually in Turkey.»

Geographically speaking, we see two major clusters
of these companies (map 3.3): rst, Istanbul, which is
in fact home to almost half of all the companies; and
second, southeastern Turkey near the Syrian-Turkish
border with 17 percent of the Syrian companies. Fur-
thermore, we can pinpoint another three locations for
Syrian rms: the province of Mersin (12 percent), Hatay
(another border province, 8 percent), and the Marmara
region, where the province of Bursa hosts 6 percent.

While the number of Syrian-owned companies has
grown rapidly, these data have to be taken with a grain
of salt because, in Turkey, companies are sometimes
established for other than business purposes. In parti-
cular, an obsolete 1934 law prohibited Syrians from
buying property as a result of Turkey claiming the for-
mer Sanjak of Alexandretta, the present-day Hatay pro-
vince, as part of its territory. Turkey relaxed this law in
2012 and since then Syrians have been able to set up shell
companies to buy and register property in Hatay prov-
ince under the company’s name.=

Unfortunately, the available data on Syrian-owned
companies compiled by the Union of Chambers and
Commodity Exchanges of Turkey (TOBB) do not
include information on employment or other economic
variables. A recent survey of 230 Syrian entrepreneurs
in Istanbul and Gaziantep suggests that the Syrian com-
panies are mostly very small, employing on average only
9.4 people—both locals and Syrians. Over half of these
companies said they would hire 8.2 more employees in
2017 (Ucak et al. 2017).

In terms of sectoral focus, Syrian-owned companies
are especially involved in wholesale trade (2,180 out of
6,212 companies; see gure 3.9). Other services make up
most of the rest: construction, real estate, retail trade,
food and beverage services, travel, and transport. Man-
ufacturing plays only a small role, with some production
of wearing apparel and food products. e focus on ser-
vices is reminiscent of the sectoral structure of the Syr-
ian economy before the war: the share of wholesale and
retail trade in value added and employment was unusu-
ally large, given Syria’s level of economic development,
while the manufacturing industry was small and limited
to apparel and food products.

sayfalar/KurulanKapananSirke

tistatistikleri.php
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When immigrants move to a new country, they carry
with them know-how: familiarity with the business
culture, regulations, policies, and the language of their
country of origin.  is may be especially important
when the host country is situated close to the coun-
try of origin and there are economic relations between
the two. In this case, immigrant and refugee entrepre-
neurs may form a business bridge between the old and
new markets. is is seen in a number of studies that
have found a positive relationship between migrants
and foreign trade (Head and Ries 1998; Herander and
Saavedra 2005; Jansen and Piermartini 2009).

e impact on trade varies and depends greatly on
the size of the immigrant population. A detailed exam-
ple comes from Sweden: Hatzigeorgiou (2010) analyzes
Sweden’s trade and migration data between 2002 and
2007 and nds that an increase of 10 percent in the
immigrant stock correlates with a 6 percent increase
in exports and a 9 percent increase in imports. Trade
consisted largely of di erentiated goods, which require
a deeper knowledge of the destination market, rather
than homogeneous goods. is observation indicates
that migrants’ knowledge of the market dynamics in
their home economies was a factor.  isalso seems to be
the case with Syrian entrepreneurs in Turkey. Although
almost half the Syrian-owned companies are located
in Istanbul, which has always been a hub for Turkish
exports to Syria, exports to Syria are now especially
strong from rms in southeastern Turkey.

Regarding the business environment for Syrian-owned
companies, they do not seem to face any particular, arbi-
trary bureaucratic obstacles.  at said, the Turkish Min-
istry of Labor and Social Security issues a work permit
for a foreign partner of a company established in Turkey
only in reciprocity for the company hiring ve Turkish
citizens.= O cially, a Syrian company with one or more
partners is obliged to follow the law, but evidence from
the eld suggests that this is not the case in practice.

3.4 1

the world have been forced from home due to

con ict and crisis (UNHCR 2017a). Among
them are nearly 22.5 million refugees who have ed
their home countries, and 43 million internally dis-
placed persons (IDPs). e vast majority of the refu-
gees are hosted in low- and middle-income countries.
Since the start of the Syrian crisis in 2011, for instance,
almost 5 million people have ed to nearby Turkey,

Q n unprecedented 65.5 million people around

At the same time, Syrian-established companies natu-
rally face several signi cant challenges, with the Turk-
ish language at the top of the list. Anecdotal evidence
suggests that partnerships with local businesses may
help to overcome this speci ¢ hurdle. Another chal-
lenge is access to banking services. Typically, Syrian
business owners cannot showcase their credit history
in Syria, which limits their access to commercial bank-
ing services. Some of the lucky business owners with a
bank account su er from the prohibition on conduc-
ting international money transfers in a foreign cur-
rency. At the domestic level, they can conduct the trans-
action in a foreign currency with branches of the same
bank. Otherwise, money transfers in a foreign currency
betweentwo di erent domestic banks are not allowed—
either due to banks’ internal policies or to the sanctions
imposed on Syria and its citizens. For the latter reason,
banks will not be involved in any activity that could be a
business front for a sanctioned Syrian gure. s leaves
Syrians with two options: (i) conduct the transaction
in the old-fashioned way—go in person and make or
receive a payment in foreign exchange cash; or (ii) seek
a parallel and illegal money transfer system through
foreign exchange o ces run by Syrians, which o en
assume the banks’ role in international money transfers.

rough their companies and the jobs that they cre-
ate, Syrian entrepreneurs weave themselves into the
fabric of the Turkish economy. In spite of signi cant
obstacles, they have successfully integrated into the
export value chains of the local economy, relying on
networks and know-how brought from home. Yet there
is room for these entrepreneurs to play a more inclu-
sive economic role, including by hiring more Turkish
sta . Moreover, many Syrian entrepreneurs would ben-
e t from learning more about Turkey’s incentive sys-
tem and trade regulations in order to further expand
their companies and to encourage other potential
Syrian entrepreneurs.

ow donors respond to
refugee movements

Lead authors: Mauro Lanati
and Rainer Thiele

Lebanon, and Jordan, whose capacity to manage the
in ows is constrained.

is inability of refugee-hosting countries to address
the challenges on their own should provide a strong
reason for the richer neighbors to give foreign aid,
irrespective of whether the underlying motive is to
altruistically share the burden of caring for the refu-
gees or to prevent them from moving on to the donor
countries. Previous studies have shown that with
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appropriate and su cient external nancing, hosting
refugees can create opportunities for local economic
development (e.g., Maystadt and Verwimp 2014; Taylor
et al. 2016a). Whether o cial development assistance
(ODA) can actually lead to lower refugee owsisstill an
open question. Our own research suggests that foreign
assistance can reduce migration from developing coun-
tries if it improves the quality of public services (Lanati
and iele2017a).# e opposite may happen if it raises
the incomes of poor people who only then can incur the
cost of migrating.

e EU appears to consider ODA an essential part
of a long-term solution to the recent refugee crisis. e
partnership agreements recently signed by the EU with
countries of origin, transit, and rst asylum explicitly
include foreign aid as one pillar that addresses not only
short-term emergencies but also long-term goals, such
as promoting development and addressing the root
causes of irregular migration. However, previous empir-
ical research conducted by Czaika and Mayer (2011) for
the period 1992-2003 has shown that only the human-
itarian aid allocation was responsive to the presence of
refugees in countries of rst asylum, while donors did
not adjust their long-term development aid budgets.

A leading question of this section is whether the
responsiveness of long-term development aid has
improved more recently or donors have merely paid lip
service to the goal of supporting countries of rst asy-
lum. In doing so, we proceed in two steps. We  rst take
a longer-term perspective covering the period 1992-2016
for a broad cross-section of countries in order to evalu-
ate whether the general pattern revealed by Czaika and
Mayer has continued to characterize donor behavior. Ina
second step, we zoom in on the more recent experience of
individual countries. Speci cally, we investigate in more
detail the recent developments in foreign assistance to
Lebanon, Jordan, and Turkey.  ese are the dominant
countries of rst asylum for Syrian refugees, with which
the EU has signed partnership agreements. We also take a
closer look at the EU Migration Partnership Framework,
which currently covers ve priority countries of origin
and transit in Africa: Mali, Nigeria, Niger, Senegal, and
Ethiopia.  is framework consists of a more short-term
component that is mainly concerned with humanitar-
ian issues and the management of refugee ows as well as
a long-term component that aims at addressing partner
countries’ development needs.= By focusing on EU assis-
tance for long-term development within these partner-
ships, our analysis is complementary to the discussion of
refugee management in chapter 1.

e ultimate objective of this section is to assess
whether donors have become more willing to share
responsibility for refugees with poorer countries, and
in particular whether the recent EU compacts consti-
tute a meaningful initiative toward this end.

3 AlIs SSI0 the link between aid and n

Longer-term developments across countries
In this subsection, the aim is to identify general
changes in donors’ approach toward forced displace-
ment, which includes refugees hosted in countries of

rst asylum and IDPs. Figure 3.10 compares the trend
over time in aid commitments to the 10 countries with
the highest number of IDPs and hosted refugees with
the trend of average ODA allocated to developing coun-
tries. A similar pattern applies to both humanitarian
aid (panel a) and non-humanitarian or development
aid (panel b). e trends for countries with a high num-
ber of IDPs and countries of rst asylum both progres-
sively diverge over time from the mean of all aid recipi-
ents, in particular since 2005.  is points to a relatively
higher priority awarded to refugee movements in the
last 10 to 12 years, which is equally visible for lon-
ger-term development goals and short-term emergency
concerns in a ected countries. e stronger focus on
refugeesa er 2005 is shared by both bilateral and mul-
tilateral donors.

However, the statistics reported in gure 3.10 pro-
vide just a rough indication of the donors’ reaction to
refugee movements and should therefore be interpreted
with caution. On the one hand, the structural break in
2005 is partly due to a larger share of ODA allocated
to countries with a permanently large number of IDPs
or hosted refugees, such as Kenya, Afghanistan, and
Pakistan, which may indeed indicate a change in donor
behavior. On the other hand, the diverging trends over
time may also re ectachange in the composition of the
main hosts of refugees and IDPs. In particular, Ethio-
pia, Syria, Turkey, and Jordan, which have been hosting
avery large number of refugees only in recent years, are
receiving very high aid volumes. Furthermore, coun-
tries may receive aid for reasons other than the pres-
ence of refugees. For instance, it has been shown that
strategic interests, such as preserving ties with for-
mer colonies (Alesina and Dollar 2000) or fostering
trade relations (e.g., Berthelemy 2006), strongly shape
donors’ choice of recipient countries. Failing to account
for these important drivers of aid allocation may lead
to an overestimation of the actual impact of refugee
movements.

To address this statistical issue, we run a sim-
ple regression where we estimate the impact of refu-
gee migration on ODA allocation controlling for sev-
eral factors that may potentially a ect the geographical
pattern of aid. As in Czaika and Mayer (2011), the key
explanatory variables consist of four di erent catego-
ries of refugee movements, namely (i) IDPs, that is ref-
ugees who have not (yet) crossed their national bor-
ders; (ii) the overall number of cross-border refugees
stemming from the respective country of origin (Ref
Origin); (iii) the overall number of refugees hosted by a
recipient country (Ref Asylum); and (iv) asylum appli-
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Figure 3.10 Trends in ODA over time
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and cover the period 2001-15. e variables are lagged
by one year as donors are unlikely to respond instanta-
neously. Along with the core explanatory variables we
include a set of controls that capture donors’ strategic
interests (aggregate trade ows), recipient governance
(World Bank indicators of corruption and of voice and
accountability) and recipient need (GDP per capita, the
presence of con icts, and casualties caused by natural
disasters).

e regression results are reported in table 3.1.= From
columns 1 and 2, it can be seen that humanitarian aid
responds more strongly to refugees in countries of rst
asylum and IDPs than development aid. According
to our estimates, a doubling in the number of hosted
refugees and IDPs increases the allocated amount of
bilateral humanitarian aid by 9 percent and 6 percent,
respectively, while it increases the amount of non-
humanitarian aid by only 2 percent in each of the two
categories. As shown in column 3, the positive but mod-
est response of non-humanitarian aid continues to hold
when restricting the analysis to the more recent period
since 2006 for which the descriptive evidence pointed
to an increasing focus on countries hosting refugees

and IDPs. s still constitutes an improvement over
the situation prior to 2005, where according to Czaika
and Mayer (2011) rst-asylum host countries and coun-
tries with a high number of IDPs were rather discrimi-
nated against in terms of the aid allocated. Since 2006,
long-term aid commitments have also become highly
sensitive to the origin of refugees and to a lesser extent
to the sending countries of asylum applicants. Taken
together, these results indicate a general increase in
donor responsiveness to refugee movements.

Overall, along with the earlier ndings of Czaika and
Mayer (2011), our results point to a modestly grow-
ing commitment of donors to long-term assistance
against the background of a fairly strong responsive-
ness of humanitarian aid. It is di cult to say, how-
ever, whether this is due to altruistic burden-sharing
motivations or the strategic interests of donor states.
European donors, for instance, may send aid to coun-
tries of rst asylum like Turkey, Lebanon, or Jordan
as compensation for providing long-lasting protection
to refugees, or in order to prevent further destabiliza-
tion of these countries and to reduce the emigration
pressure toward EU countries. In the next subsection,
we take a closer look at the EU’s aid relationship with
Turkey, Lebanon, and Jordan in the wake of the Syr-
ian crisis.
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Table 3.1 Response of foreign aid to refugee movements, 2002—16

(1) In (BiIAidnm
ODA Humanitarian

Donors All

Sample Humanitarian

In (Asylum Seekers, ) ((;)|_02233;

In (Ref Origin, ) 0(];1232)**
In (Ref Asylumn, ) 0&922;*
In(IDP, ) o('(l)g.gs*s*)*

estinatio €S ass S S
their national borders (IDPs), the overall number of cross-border refugee

refugees hosted by a recipient co v (Ref Asylum) are treated as zeros. OD

statistics in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01

EU compacts with individual countries

EU partnerships with countries of rst asylum as well
as countries of origin and transit are considered in
this subsection with a focus on whether the long-term
development needs of the recipients are adequately
taken into account.

Countries of first asylum

Following the London conference on “Supporting Syria
and the Region” of February 2016, the EU has adopted
a support package for Lebanon and Jordan based on
mutual commitments and with a comprehensive
approach, where humanitarian aid is supposed to be
complemented with long-term development assistance
that aims to bene t refugees as well as vulnerable host
communities. In these partnerships—or compacts—
the stated long-term objective is to turn the Syrian ref-
ugee crisis into a development opportunity. To thisend,
multiyear development assistance employed in strate-
gic sectors should promote better services, growth,
and job opportunities in contexts heavily a ected by
the refugee crisis. e EU-Turkey agreement of March
2016, with its main aim of ending the irregular migra-
tion from Turkey to the EU, also includes a similar
multiyear development assistance component under
the Facility for Refugees in Turkey.

Figure 3.11 shows how much foreign aid the EU’s
members and its institutions have been allocating—on
average—to Lebanon, Turkey, and Jordan over time in
comparison with the average aid given to developing

s on the EU-Lebanon partnership, see https://ec.europa.eu/neighbourhc

(2) In (BiIAid"i,t) 3)In (BiIAid"m
Non-Humanitarian Non-Humanitarian
All All

Full If Year 2006
0.011 0.017*
(1.48) (1.74)

0.024*** 0.070***
(2.25) (3.71)

0.017*** 0.027***
(2.81) (3.23)

0.019*** 0.013***
(5.82) (3.24)

countries. A clearly positive response to the Syrian ref-
ugee crisis can be observed, with dramatic increases in
both humanitarian and non-humanitarian assistance
since the onset of the Syrian war. Most notably, the EU
appears to have acted according to its stated goal of cre-
ating long-term development opportunities in coun-
tries of rst asylum before concluding the bilateral
agreements. In 2015, for example, the humanitarian aid
provided by EU member states represented less than a
third of the total development assistance received on
average by Lebanon, Jordan, and Turkey.

For Lebanon, which is currently hosting over a mil-
lion refugees, the European Commission has allocated
almost €900 million in assistance to refugees and vul-
nerable local communities since the beginning of the
refugee crisis. Only around €350 million of this aid vol-
ume has been in the form of humanitarian aid, while
the remaining funds have a long-term perspective and
are mainly devoted to social programs favoring access
to education and training, health, livelihoods, and
basic services.s” A notable example is the program to
expand education access for all Lebanese and Syrian
children through the ‘Reaching All Children with Edu-
cation’ initiative launched by the Lebanese Ministry of
Education.

Likewise, the European Commission has allocated
over €1 billion to Jordan in response to the Syrian cri-
sis, addressing both refugees and host community
needs. As in Lebanon, education is a priority target of
development assistance: funds are used, for instance,
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Figure 3.11 European ODA to Lebanon, Jordan, and Turkey
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to cover the cost of providing education for Syrian ref-
ugee children in Jordanian public schools and study-
ing opportunities for university students. Within the
Jordan Compact, the provision of long-term assistance
complements trade preferences granted in the form of
relaxed rules of origin for exports to the EU in desig-
nated special development zones if they employ a mini-
mum share of Syrian refugees (see section 3.5).

Turkey hosts the largest number of Syrian refu-
gees (over 3 million) and accordingly also receives the
lion’s share of EU support. e EU is about to complete
the disbursement of the initially allocated €3 billion
under the Facility for Refugees in Turkey, and up to
an additional €3 billion is supposed to be allocated
once the rst tranche is fully utilized.» In contrast to
the compacts with Lebanon and Jordan, which could
at least in principle be seen as a means of sharing the
burden of caring for refugees, the Turkey-EU agree-
ment is perceived as purely re ecting the EU’s strategic
interest in preventing Syrian refugees from cross-
ing Turkish borders. e long-term e ectiveness of
this “cash for containment approach” by the EU has
been questioned (e.g., CGD 2017), as it uses aid ows
together with the ‘one-for-one’ resettlement mech-
anism—an additional Syrian refugee will be reset-
tled in the EU for every Syrian migrant returned
from the EU to Turkey—to simply compensate Tur-
key for keeping Syrian refugees within its borders,
rather than yielding long-term solutions and develop-
ment progress. Yet, the rst ODA tranche under the

For more details on the EU-Turkey agreement, see http://europa.eu/rapid/pres
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Facility of Refugees in Turkey still contains a
large non-humanitarian component (€1.6 bil-
lion). As shown in gure 3.12, 70 percent of this
aid is spent on health and education projects.

ese include, for instance, training for Syrian
doctors and nurses or the provision of transportation
for school children. is again stresses that EU donors
regard long-term development assistance, and in

Figure 3.12 Breakdown of non-humanitarian
aid to Turkey
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particular support for the social sector, as an integral
part of their response to the refugee crisis.

Countries of origin and transit
e EU Migration Partnership Framework focuses on
ve priority countries of origin and transit—Niger,
Mali, Senegal, Ethiopia, and Nigeria—but also includes
a number of non-priority countries in North Africa
(Morocco, Algeria, Tunisia, Libya, and Egypt), and
West Africa (Ghana, Guinea, and Cote d’lvoire) as well
as West and South Asia (Iran, Afghanistan, Pakistan,
and Bangladesh). Along the same lines as the agree-
ments with Lebanon, Jordan, and Turkey, it explicitly
aims at addressing the root causes of irregular migra-
tion and forced displacement by supporting partner
countries through the provision of long-term develop-
ment assistance. is long-term goal is meant to com-
plement the more short-term goal of improving migra-
tion management (see box 4.3 in Lanati and iele
(2017by).

Nevertheless, the positive judgment of the ongoing
partnership that emerges from the European Commis-
sion’s  h progress report from September 2017 is pre-
dominantly based on the achievement of the short-term
goals—such as reductions in the number of irregular
crossings through the Central Mediterranean route,
improved border controls, and ghting smugglers.=

e success story brought to the fore by the European
Commission is Niger, where the ongoing cooperation
with the EU has produced positive results in terms of
stepped-up border controls and ghting tra cking.

ere is hardly any mention in the report of projects
addressing long-term development goals. e num-
ber of projects implemented under the main fund-
ing instrument of the Partnership Framework, the EU
Trust Fund for Africa, has accelerated over time, but
most of these projects are directly related to the con-
tainment of migrant ows, for instance through nan-
cial and logistical support for voluntary returns of
irregular migrants to their countries of origin, such as
Nigeria and Senegal.» Among the few examples where
local development needs are explicitly taken into con-
sideration are two projects in Niger: one has the objec-
tive to support livelihoods and to create alternative job
opportunities to human tra cking, while the other
aims to improve basic services and resilience in periph-
eral regions on migration routes in north-eastern Niger.

Conclusions

e recent refugee movements into the EU have led
to a situation where almost all pledges of foreign aid
are routinely accompanied by statements arguing that

assisting poor countries gives their people an incen-
tive to stay at home. Development aid is thus regarded
as an essential component of a long-term strategy
that addresses the root causes of migration through
the creation of job opportunities, quality education,
and better services. Concerning actual donor behav-
ior, however, previous research revealed the unrespon-
siveness of long-term development cooperation to ref-
ugee movements. Yet our analysis points to a change in
donor behavior in recent years: rising numbers of IDPs
in countries of origin as well as refugees in countries
of rst asylum have on average been associated with
higher long-term aid allocations. e idea that human-
itarian assistance must be combined with the creation
of development opportunities that would ultimately
reduce the incentive for refugee migrants to leave has
gained additional momentum through the recent EU
agreements with countries of rst asylum. According
to our previous research (Lanati and iele 2017a), by
focusing on support for the social sector, the EU agree-
ments may be e ective in reducing migrant ows.

e EU’s general approach of providing a mix of
humanitarian and non-humanitarian aid is highly wel-
come. Itis more di cult to assess whether its response
is adequate in quantitative terms given the extent of
the Syrian crisis and the associated costs for the neigh-
boring countries. According to World Bank estimates,
hosting over 630,000 registered Syrian refugees costs
Jordan over US$2.5 billion a year, part of which is
attributed to subsidized services to refugees (World
Bank Group 2015). Likewise, by the end of 2015, the
total estimated cost of the Syrian crisis for the Leba-
nese economy was $7.5 billion, of which $1.1 billion
was increased expenditure due to the higher demand
for public services (World Bank 2016).  ese numbers
inevitably come with a considerable margin of error,
but they point to large nancing needs, and it has to
be noted that the capacity of the middle-income coun-
tries hosting the refugees to face such a challenge is
rather limited given their current structural economic
problems, such as high unemployment and debt. At
the same time, the EU has already taken a strong lead
in compensating rst asylum countries for the costs
associated with hosting an unprecedented number of
refugees. Turkey in particular is bene ting from the
agreement with the EU, but Jordan (€747 million for
2016-17) and Lebanon (€400 million for 2016-17) are
also getting substantial extra funds through the signed
compacts.« e international community as a whole
pledged $6 billion in funding to support humanitar-
ian and development activities in 2017 ($4.4 billion has
been spent or committed), and a further $3.7 billion for
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2018-20, to be shared among Syria, Jordan, Lebanon,
Turkey, Iraq, and Egypt.« If all these pledges are kept,
the overall availability of funds is unlikely to constitute
a major bottleneck.

Rather, the main challenge is to properly implement
the funded projects. In order to be e ective, the develop-
ment cooperation must be aligned with the national pri-
orities of the partner country. In this respect, the com-
pacts with Jordan and Lebanon represent a step in the
right direction as the funds—especially non-humanitar-
ian aid commitments—are to a large extent allocated in
accordance with national action plans, which in the case
of Jordan “aim to transform the response to the crises
into a development opportunity” (Oxfam 2017). Close
coordination with other donor institutions such as the
World Bank is another important requirement.

As for the Migration Partnership Framework, the EU
needs to better balance its short-term goal of decreas-

ing irregular migration and increasing migrant returns
with long-run development considerations. s is not
only due to a moral obligation to support livelihoods
in countries such as Mali and Niger, which are among
the poorest in the world. A stronger focus on long-term
perspectives for local populations would also be in the
EU’s own interest, because the enforcement of restric-
tive migration measures will hardly be sustainable if,
for example, there is no attractive alternative employ-
ment to people smuggling.

Overall, the international community, and in par-
ticular the EU a er the Syrian crisis, has shown an
increasing willingness to share responsibility for refu-
gees and shi toward a longer-term, development-ori-
ented approach. Yet, short-sighted self-interest con-
tinues to play a role as the EU Migration Partnership
Framework illustrates.

3.5 Encouraging refugee
employment through trade

preferences

abor market integration in countries of rst asy-
L lum is a key aspect of ensuring decent living con-

ditions for refugees who o en remain in those
countries for many years. Yet, enough jobs may not eas-
ily become available, particularly when a large number
of refugees moves to the same national labor market. In
such situations, export-oriented manufacturing indus-
try may be one sector where many jobs can be created
in a relatively short time in a particular location—pro-
vided that refugees come with the necessary skills and
that the local business environment and physical infra-
structure are conducive to initiating or expanding
manufactured exports.

If these preconditions are met, there are several ways
in which the EU (and other high-income countries and
development donors) may help to jump-start manufac-
tured exports and refugee employment. Financial sup-
port from donors may accelerate the necessary private
and public investment in production facilities and pub-
lic infrastructure. When there is no strong tradition of

Lead author: Heliodoro Temprano Arroyo

manufactured exports from the host country, various
trade facilitation measures may make local producers
aware of export opportunities and alert potential cus-
tomers to the existing local supply.

In this section, we focus on trade policy measures as
a tool to support the labor market integration of refu-
gees in countries of rst asylum through labor-inten-
sive, manufactured exports. e EU uses this approach
in Jordan, following a suggestion by the Jordanian
authorities, as part of the package of measures and
assistance included in the EU-Jordan Compact that
was agreed at the London conference on “Supporting
Syria and the Region” in February 2016.« e strat-
egy is consistent with the new approach to refugee pro-
tection advocated by authors such as Betts and Col-
lier (2017) and enshrined in the new Comprehensive
Refugee Response Framework (CRRF) adopted by the
UN in 2016, which promotes the economic self-reli-
ance of refugees.« We describe the main features of the
EU-Jordan scheme, assess how it is working and com-
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pare it with other similar initiatives on trade prefer-
ences in the region. Finally, we discuss the conditions
under which trade preferences can e ectively promote
the labor market integration of refugees.«

Main features of the EU scheme easing
the rules of origin for Jordanian exports
employing refugees

e scheme entered into force in July 2016, initially
for 10 years. Most of Jordan’s industrial goods exports
to the EU are already exempt from EU import tar-
i s under the EU-Jordan Association Agreement that
entered into force in 2002, provided they meet its min-
imum local content requirements. e new scheme
grants additional privileges to Jordanian exports by
easing the rules of origin, which determine when a
product can be considered to have been made in Jor-
dan. Speci cally, they ease those rules for Jordanian
export companies that employ a minimum share of
Syrian refugees and produce in one of 18 designated
Special Development Zones and Industrial Areas. e
minimum share is 15 percent of the total workforce
during the rst two years of the scheme, and 25 per-
cent therea er. e scheme covers a list of selected
industrial items included in 50 chapters of the Harmo-
nized System (HS) Code.« e relaxation of the rules
of origin means that, for products ‘made by refugees’
the maximum share of imported content allowed is, in
most cases, increased to 70 percent of their total export
value, compared with an average of only 40 percent
under the Association Agreement. is allows par-
ticipating exporters to source more inputs in the world
market, rather than in Jordan, which will o en render
the nal product more competitive in the EU market.

e EU was initially reluctant to agree to this scheme

because it departs from the pan-Euro-Mediterra-
nean system of diagonal cumulation of rules of origin,
enshrined in the Convention signed by 23 European
and Mediterranean countries in 2013.« e exception-
ality of the scheme, which has been justi ed on the
basis of the humanitarian and political imperative aris-

0.2016/2371 of the Europea

ing from the Syrian refugee crisis, explains its tempo-
rary nature and the restrictions in terms of products
and locations (18 designated zones).

e EU has also agreed that if Jordan meets its own
target, announced at the London conference, of formally
employing 200,000 Syrian refugees across the economy
(as measured by the number of work permits), it will
consider extending these more exible rules of origin
to the entire Jordanian economy.= s is, however, a
very ambitious target because only about 13,000 Syr-
ian refugees in Jordan had formal work permits when
the scheme was launched rst agreed; by the end of Feb-
ruary 2018, this number had increased to about 49,000.
Even so, a further relaxation of rules of origin would not
be automatic but require a new decision by the EU-Jor-
dan Association Committee. Similarly, the EU and Jor-
dan will need to take a new decision at the end of the
10-year period if they wish to extend the scheme.

e scheme is supported by two policy-based assis-
tance programs from the EU, namely: a budgetary sup-
portgrant of €55 million nanced by the European
Neighborhood Instrument (“Support to Private Sector
Development in Jordan”), which includes conditional-
ity on the employment of Syrian refugees in the 18 des-
ignated areas and on the issuance of work permits to
Syrian refugees in the economy as a whole;» and a mac-
ro- nancial assistance operation, in the form of a €200
million medium-term loan that is also conditional,
inter alia, on progress with the implementation of the
rules of origin scheme.=: e World Bank, for its part, is
targeting progress with the issuance of work permits to
Syrian refugees through a US$300 million budgetary
support operation (IBRD and IDA 2016).

e main aim of this rules of origin scheme is to
encourage the labor market integration of Syrian ref-
ugees in Jordan and improve their living conditions.

is should ease pressure for their secondary migration
while facilitating their return to Syria once the politi-
cal situation there allows it. e EU considered o ering
a similar scheme to Lebanon, in addition to nancial
assistance, in the discussions leading up to the London

55 million euro grant from EU," Jordan Times (January 26, 2017), http
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conference. Yet it appears that the Lebanese authori-
ties showed more reluctance over this approach, re ect-
ing Lebanon’s particular political context. Indeed, in
Lebanon’s political system, characterized by a delicate
balance among religious confessions, the presence of a
large number of Syrian refugees (estimated to account
for about a quarter of Lebanon’s population), most of
them Sunni Muslims, is seen as a potentially desta-
bilizing development. Measures to support the for-
malization and integration of Syrian refugees in Leb-
anon remain, therefore, a politically sensitive issue in
Lebanon.

Assessment of the operation of the rules of
origin scheme so far

While the rules of origin scheme has not been in e ect
for long, its early results have been disappointing: by
the end of October 2017, only 10 factories had obtained
the authorization to export under the scheme. e com-
bined workforce of those 10 factories was 697 employees,
of whom 233 were Syrian refugees. Moreover, of these 10
companies, only two successfully exported to the EU.=

e scheme faces ve major obstacles:

e ere are few Jordanian companies with the expe-
rience and marketing networks necessary for expor-
ting to the EU the particular products that bene t
from the rules of origin scheme.

» Jordanian companies face strong competition in the
EU market from other Asian emerging and devel-
oping countries (including China) that are capable
of producing at very low costs and have ample expe-
rience in textile and apparel production. Some of
them can access the EU market at preferential or
zero tari s under the Generalized System of Prefer-
ences (GSP).  us, India, Indonesia, and Vietnam
enjoy reduced rates under the standard GSP arrange-
ment; Pakistan, Philippines, and Sri Lanka enter the
EU free of duties for a large proportion of their
exports under the GSP+; and Bangladesh and
Cambodia, under the GSP/Everything But Arms
(EBA), enter the EU free of duties and even bene t
from the more favorable rules of origin applied to
Jordan under the new scheme for companies employ-
ing Syrian refugees.=

e Some Jordanian products do not meet EU technical
standards for manufactured goods.

e ere are few suitably quali ed Syrian workers will-
ing to work in the 18 designated areas. is, in turn,

re ects several problems. Syrian refugees fear losing

Figure 3.13 Jordan—Stock of work permits
issued to Syrian refugees
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their refugee status or the donor support that comes
with it. Hence, they demand a relatively high wage to
work formally. Also, they o en lack the necessary
skills to work in industry because their experience is
in sectors such as agriculture, construction, and
home services, which do not bene t from special
rules of origin.

e Jordan continues to apply a quota system that
restricts the share of foreign workers Jordanian com-
panies are allowed to employ.

e EU and other donors are providing technical assis-
tance to try to overcome these problems. e Ger-
man development agency GI1Z and USAID (United
States Agency for International Development) have
put in place multimillion-dollar programs to increase
the competitiveness of Jordanian exporting rms,
promote matchmaking with EU rms, and help them
take advantage of the rules of origin agreement. e
EU and the ILO have joined forces to support the
establishment of employment services and vocational
training programs that are general in scope but also
assist the factories in the 18 designated zones. And the
EU and World Bank were instrumental in the Jorda-
nian decision, taken in April 2016, to waive, at least
temporarily, the fee for work permits issued to Syrian
refugees.

Overall, the number of work permits issued to Syrian
refugees in Jordan has increased ( gure 3.13). Nonethe-
less, the vast majority of the Syrian refugees who work

e potential economic impact, as well as the political
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Figure 3.14 Export performance of Jordanian QlZs, 1997—2012
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in Jordan continue to do so informally. And despite the
positive trend, at the current pace of net issuance of work
permits, it would take several years for Jordan to attain
its target of giving formal employment to 200,000 Syr-
ian refugees.  erefore, there is not much prospect that,
in the near future, the EU will consider extending the
special rules of origin to the entire Jordanian economy.

Comparison with the U.S. Qualifying
Industrial Zones initiative

is disappointing performance so far of the EU’s rules
of origin scheme for Jordan contrasts with the rather
successful experience of Jordan (and, to a lesser extent,
Egypt) with the Qualifying Industrial Zones (QIZs) ini-
tiative launched in 1996 by the United States. Under the
QIZ program, the United States grants duty- and quo-
ta-free access to Jordanian or Egyptian exports co-pro-
duced with Israel in export-processing zones (QIZs) that
meet certain local content requirements.ss  is scheme
was implemented through an amendment of the 1985
U.S.-Israel Free Trade Agreement (FTA). It was meant
to support the Middle East peace process (two years
a er the Oslo Agreements and the Jordan-Israel peace
accord) by promoting trade between Israel and its two
neighbors with which it had concluded peace treaties.

QlZs are a speci ¢ type of free trade zone with oper-
ations in either Jordan and lIsrael or Egypt and Israel,
where goods were initially produced solely for export
to the United States. e QIZ program extends to prod-

ucts manufactured in the QIZs the 35 percent mini-
mum local content requirement under the rules of ori-
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gin applied in the U.S.-Israel FTA (Saif 2006; CRS 2013).
Over the rst eight years a er the QIZs were intro-
duced in Jordan, QIZ exports to the United States
boomed, accounting in 200405 for over 85 percent of
Jordan’s exports to the United States and over 25 percent
of total Jordanian exports (see gure 3.14, panel b).
Asaresult, the United States, which had accounted for a
very small share of Jordan’s exports until then, became
the largest market for Jordan’s exports. Investment
ooded into the QIZs, particularly from Asian inves-
tors whose textile and apparel exports to the United
States were then still subject to quotas and high tari s
under the Agreement on Textiles and Clothing (ATC)
of the World Trade Organization (WTO).== Alongside
Asian investment into the QIZs, there was an in ow
of adequately trained and hard-working Asian work-
ers, including from China, India, and Bangladesh.
us, QIZ exports were initially successful because
they facilitated production in Jordan at relatively low
costs with well-trained labor while taking advantage of
Israel’s existing marketing links to the United States.
Compared with the relaxation of the rules of origin
o ered by the EU to Jordan in 2016, at the beginning the
economic incentive was much stronger. Indeed, under
the QIZ program, Jordan’s textile and garment exports
to the United States not only avoided the very restrictive
quotas imposed by the MFA/ATC but were also shel-
tered from competition from other emerging and devel-
oping exporters by those same quotas. ey were fur-
ther sheltered by the more limited coverage of the U.S.
GSP system, which leaves out some very competitive
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low-income exporters of garments (such as Bangladesh
and Vietnam), and by the relatively high most favored
nation (MFN) tari s imposed by the United States for
these types of products. In addition, and in contrast
with the EU’s scheme for Jordan, the QIZ program does
not entail the obligation of employing a minimum share
of less well-trained (and, given their higher reservation
wage, relatively more expensive) Syrian refugee labor.
Despite these supporting factors, the rapid expansion
of QIZ exports observed in the rsteight years of the ini-
tiative proved unsustainable. First, the expiration of the
ATC in 2005 (and the associated elimination of textile
and apparel quotas) reduced the preference margin that
Jordanian apparel exports enjoyed in the United States.
Second, in 2001, the United States and Jordan concluded
an FTA that entered gradually into e ect over the sub-
sequent 10 years. As a result, Jordanian rms have no
longer had to co-produce with Israel to access the U.S.
market free of duties, removing part of the appeal of
the QIZs. Re ecting both factors, exports entering the
United States under the QIZ program have declined rap-
idly since 2006 (see gure 3.14, panels a and b).
Moreover, the QIZ program had a number of draw-
backs in Jordan. e QIlZs did little to reduce Jordan’s
high unemployment rate, since more than half of the
35,000 to 45,000 jobs created in the QIZs were taken
by foreign, mostly Asian workers. is re ected their
better training and experience with textile and apparel
production as well as their willingness to work at low
wages, to take on long hours, and to put up with tough
working conditions, with most Asian workers living in
the accommodation provided by companieswithin the
QIZs themselves. Jordanian workers were less keen
to work under such conditions. Moreover, the QIZs
did not create signi cant positive spillover e ects for
the rest of the economy—be it through links between
exporters and domestic suppliers (most inputs were
imported due to the low local content requirement),
the transfer of new technologies or the upgrading of
the skills of Jordanian workers. To a large extent, the
QIZs represented a ‘tari -jumping’ or ‘quota-hop-
ping’ investment by Asian producers that sought pref-
erential access to the U.S. market. A er the reasons for
quota-hopping disappeared along with the ATC, Jor-
dan’s textile and apparel exports entering the U.S. mar-
ket under the QIZ program declined rapidly, as noted.
However, they have largely been replaced by exports
growing under the U.S.-Jordan FTA, which has taken
advantage of the investments and infrastructure devel-
oped under the QIZ initiative. is has allowed the
United States to maintain its dominant position among

Jordan’s export markets despite the virtual disappear-
ance of QIZ exports. To the extent that it provided a
basis for the exploitation of the advantages subse-
quently o ered by the FTA with the United States, the
development of the QIZs can, therefore, be said to have
had a more lasting e ect.

Egypt’s experience with the QIZ program, which it
joined in 2004, has been more positive (Ghoneim and
Awad 2010; Refaat 2006). Egypt already had a well-
developed domestic textile and clothing industry and
the QIZ program has helped to preserve its textile
and apparel exports a er the expiration of the ATC,
which had sheltered Egypt’s exports to the United
States through a generous quota. Egyptian QIZ exports
grew rapidly and, by 2011, accounted for approxi-
mately half of Egyptian non-oil exports to the United
States (see gure 3.15). And, in contrast to Jordan, most
workers in the Egyptian QIZs are Egyptian, partly
because Egypt’s labor law limits foreign workers to no
more than 10 percent of a rm’s labor force.

Overall, the QIZ program, despite its short-
comings, has contributed signi cantly to increasing
the share of the bene ciary countries’ exports to the
U.S. market, generating jobs, investment, and GDP,
a view that is also supported by some cross-country
empirical studies.s

Conclusions and policy options
e experience with the QIZs underlines the positive
export and employment-generating e ects trade pref-
erences can have if properly designed and, therefore,
their potential as a tool for refugee policy. At the same
time, the problems witnessed with the Jordanian QIZs
and the so far disappointing impact of the EU’s rules of
origin scheme for Jordan allow us to draw some lessons.
To begin with, trade preferences will only create substan-
tial jobs for refugees if the bene ciary companies are suf-
ciently competitive and have the necessary marketing
networks and if the refugees have the appropriate train-
ing pro le and incentives to work in them. is under-
lines the importance of complementing such trade mea-
sures with technical and nancial assistance from the
international donor community to help the bene ciary
rms become competitive and reach the EU or other
developed markets (including by meeting technical stan-
dards) and to provide adequate training to the refu-
gees. It also suggests that the preferences should cover
those tradable sectors where refugees already have pro-
fessional experience or an appropriate training pro le.
For example, in the case of the Syrian refugees living in
Jordan, consideration could be given to granting trade
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Figure 3.15 Export performance of Egyptian QlZs, 2004—2015
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preferences for fresh and processed agricultural products
given that refugees are active in these sectors. By con-
trast, trade preferences are not a suitable policy instru-
ment for the construction and home services sectors,
two other sectors where Syrian refugees have exper-
tise, because they produce non-tradables. e Jordanian
experience with the QIZ program also warns about the
importance of ensuring that e orts to stimulate refugee
employment do not result in a deterioration of working
conditions.=
e possible use of trade preferences to alleviate the
refugee crisis in countries of rst asylum was men-
tioned in the Strategy for Global Trade Growth agreed
by the G-20 in 2016, as well as in the European Com-
mission’s Communication of June 2016 establishing a
new Partnership Framework with third countries on
migration.s And it has been further highlighted by Tur-
key’s recent proposal to WTO members to grant pref-
erential treatment to certain exports of countries host-
ing a large number of refugees provided that they are
manufactured by companies employing refugees.
Indeed, in a letter sent on August 17, 2017 to seven
key WTO members, the Turkish economy minister
suggested that the WTO should agree to grant prefer-
ences while waiving the obligation under the WTQO’s
MFN clause to extend the same preferential treatment
to similar products exported by other WTO members.
e proposal was submitted, although in vaguer terms,
to the WTO Ministerial Conference at Buenos Aires
(MC11) in December 2017. While it has so far received a

cautious reaction by WTO countries, it has helped bring
to the fore again the possible use of trade policy measures
to encourage the labor market integration of refugees.

If adopted, Turkey’s proposal would probably not
have much of an impact on Turkey’s trade with the EU
as its exports of all industrial goods and of many pro-
cessed agricultural goods are already free of duties and
quotas through its customs union with the EU (and no
rules of origin apply to those products). It could, how-
ever, support Turkish exports of primary and some sen-
sitive, non-processed agricultural products to the EU,
which have not yet been fully liberalized, as well Turk-
ish exports to other countries with which it has no pref-
erential agreements.= Something similar can be said of
the potential application of the proposal by either the
EU or the United States to many other signi cant refu-
gee-hosting countries, since many of them already have
preferential access to their markets, including in the
context of bilateral free trade agreements and under the
GSP. isis illustrated by table 3.2, which displays the
preferential arrangements that the EU and the United
States have with the 20 main refugee-hosting low- and
middle-income countries, which account for 87 percent
of the refugees living in the countries included in
those income categories (and for almost 75 percent
of the world’s population of refugees) as estimated
by the UNHCR. But, again, while this constrains the
room for using additional trade preferences as a policy
instrument, there is still margin for making some of
those preferential schemes more generous in terms of
the number of products covered, the tari reductions
granted under them, the rules of origin applied, and
in some cases, the eligible countries. And there is also
substantial room for increasing the conditionality of
trade preferences to the e orts of the bene ciary coun-
tries to integrate refugees.

Another challenge for the Turkish proposal is that
it would have to be adopted by consensus by all WTO
members under Article IX of the Marrakech Agree-
ment, which allows for waivers of certain obligations
(including the MFN provisions) under exceptional
circumstances, such as a humanitarian crisis. More-
over, the preferential schemes must be temporary, as
required by the Marrakech Agreement. is could
prove a signi cant limitation, as refugee crises have
0 en turned out to be long-lasting.

A variant of the Turkish option would be to focus
on a reform of the GSP that would incorporate into
the system refugee policy considerations. e fact that
most of the main refugee-hosting countries are ben-
e ciaries of the GSP (see table 3.2) suggests, ina rst
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Table 3.2 Top 20 refugee-hosting countries and the preferential trade arrangements
(as of end 2016 for refugee data and as of April 2018 for the trade arrangements)

Number of

Country

1. Turkey

2. Pakistan

3. Lebanon

4. Iran (Islamic Rep. of)
5. Uganda

6. Ethiopia

7.Jordan

8. Congo (Dem. Rep.)
9. Kenya

10. Sudan

11. Chad

12. Cameroon

13. China

14. Tanzania (Un. Rep. of)

15. Bangladesh

16. Yemen

17. South Sudan
18.Iraq

19. Egypt (Arab Rep.)

20. Russian Federation

Income level

Upper middle income
Lower middle income
Upper middle income
Upper middle income
Low income
Low income
Lower middle income
Low income
Lower middle income
Lower middle income
Low income
Lower middle income
Upper middle income
Low income
Lower middle income
Lower middle income
Low income
Upper middle income
Lower middle income

Upper middle income

refugees?

2.869.421
1.352.560
1.012.969
979.435
940.835
791.631
685.197
451.956
451.099
421.466
391.251
375.415
317.255
281.498
276.207
269.783
262.560
261.888
213.530

228.990

EU

Ccu

GSP +

FTA

None

GSP/EBA; EPA

GSP/EBA

FTA; RoO scheme

GSP/EBA

Standard GSP; ATP

GSP/EBA

GSP/EBA

EPA

None

GSP/EBA

GSP/EBA

GSP/EBA

GSP/EBA

None

FTA

None

Preferential trade arrangements®

us

GSP

GSP

GSP

None

GSP; AGOA

GSP; AGOA

GSP; QIZ; FTA

GSP

GSP; AGOA

None

GSP; AGOA

GSP; AGOA

None

GSP; AGOA

None

GSP

GSP

GSP; AGOA

GSP; QIzZ

None

Memorandum items

Total above

In percent of refugee population of

low- and middle-income countries

the world

12.834.946

87.1

74.7

meav 121
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approximation, that this may indeed be an avenue to
explore. is could be done in a coordinated manner
by developed countries adhering to the GSP system, or
by those among them wishing to do so. As noted above,
the Commission’s Communication on the Partnership
Framework on Migration proposes that the next eval-
uation by the Commission of the GSP+ looks into this
matter. Still, the room for improving the preferences
granted under the GSP is limited. Indeed, as table 3.2
shows, many low-income and some lower middle-in-
come countries hosting large populations of refugees
already enjoy virtually full duty-free/quota-free access
to the EU under the GSP/EBA or a high degree of duty-
free access under the special U.S. GSP scheme for least
developed countries.= ey also bene tfrom more gen-
erous rules of origin.  ereis, of course, more room for
improving the preferences for the middle-income coun-
tries falling under the standard GSP regimes. Indeed,
an option would be to include in the GSP a number of
manufactured products like textiles, clothing, leather
goods, and ceramics, which are labor intensive and
technologically not sophisticated and, therefore, rele-
vant for refugee employment, but which have until now
been excluded from the U.S. standard GSP regime or
classi ed as ‘sensitive products’ under the EU’s stan-
dard GSP and GSP+ arrangements. e same is true
for certain agricultural goods considered sensitive by
the EU or the United States. e expansion of the GSP
to these products could be limited to countries hosting
large refugee populations and made conditional on the
actual employment of refugees in the manufactures in
question. A drawback of this approach, however, is that
itwould risk eroding the value of the preferential advan-
tages enjoyed by the less developed countries, making
it harder for them to compete with the more developed
GSP bene ciaries in the rich countries’ markets.
Another option would be to stress the need for GSP
bene ciary countries to ratify the UN’s 1951 Refugee
Convention and its 1967 Protocol and to remove any
remaining reservations.: is could build on the provi-
sions of the EU’s GSP+, which require eligible countries
to ratify 27 international conventions on human and
labor rights, environmental protection, and good gover-
nance but which, unfortunately, do not include the UN’s
Refugee Convention and related Protocol among them. s

Finally, an option the EU could consider that would
not require a consensus at the WTO, is agreeing with
its partners under the Convention of Pan-Euro-Medi-
terranean Rules of Origin of 2013 on a coordinated eas-
ing of the rules of origin for exports produced under
certain conditions by countries (other than the EU
and EFTA countries) that have signed the Conven-
tion and host a large number of refugees. is scheme,
which would build on the EU’s 2016 initiative for Jor-
dan, could focus on labor-intensive sectors and export-
ing rms would have to demonstrate, under a certi -
cation process, that they are employing a minimum
share of refugees. Since all these countries have a net-
work of preferential trade agreements, this could be
agreed bilaterally without requiring a WTO waiver of
the MFN clause, as the EU has done for Jordan.

ese alternatives are not mutually exclusive and
some of them could be combined. However, in order
to make them more powerful and e ective, they should
be part of a more general strategy aimed at promot-
ing the labor market integration of refugees across
the entire economy, including in those sectors (0 en
non-tradable sectors) where their skills are more use-
ful. s strategy should include, undoubtedly, nan-
cial and technical assistance incentives. But it should
also encompass regulatory measures. In particular,
it would require in some cases insistence by the EU
and the international community on the removal of
legal impediments to the formal employment of refu-
gees, whether these entail quotas (sector-speci c, as in
Jordan, or of general application, as in Egypt) on the
employment of foreign workers or a restricted accep-
tance of the obligations of the main international con-
ventions on refugee and labor rights.

In sum, while trade preferences can be a useful
instrument to promote refugee integration, they are
no panacea. ey can only be e ective if intelligently

designed, taking into account the conditions of bene-

ciary countries and the pro le of their refugee com-
munities, and if implemented as part of an appropriate
overall strategy of labor market integration. And they
should, preferably, be implemented as part of interna-
tionally or regionally coordinated initiatives.
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4. Conclusions

hroughout this Assessment Report, we have
I emphasized the need to take a systemic approach

to the design of policies for refugee protection
and immigration in Europe. Migration to Europe,
under any legal framework, is the outcome of a deci-
sion by an individual or household, based on conditions
in their country of origin, the circumstances and costs
of transit, and their prospects of securing livelihood in
the country of destination. Both regular and irregu-
lar migrants to Europe respond to incentives that are
shaped at all stages of the potential migration process.
To manage immigration, policy makers in Europe must
design policy interventions that decisively shi incen-
tives for potential migrants in the desired direction.

EU member states are generally free to determine the
extent of legal immigration into their labor markets, in
line with their economic needs and political preferences
(the EU Blue Card for high-skilled immigrants is a par-
tial exception to this rule). As a result, legal labor-mar-
ket access for third-country citizens varies consider-
ably across the EU member states, but it is usually quite
restricted, especially for low-skilled migrant workers.

By contrast, EU member states are bound by interna-
tional and EU law in the conduct of their asylum poli-
cies. e hosting of asylum seekers who manage to reach
EU territory through irregular travel and the processing
of their asylum applications e ectively become a pub-
lic good in the EU: While all member states presum-
ably value the fact that refugees are protected (why else
would they have signed the 1951 Refugee Convention
and subsequent protocols?), each member state is usu-
ally happy for refugees to be protected elsewhere, rather
than having to support them themselves. Although
member states are bound by international and EU law
in the same way, citizens’ attitudes towards refugee pro-
tection and immigration and the way in which indi-
vidual member states discharge their obligations di er
sharply across member states.

As a general rule, the Dublin Regulation allocates
responsibility for refugee protection to the EU mem-
ber state of rst arrival. But this governance struc-
ture is arguably dysfunctional. Some member states
of rst arrival are clearly over-burdened, while there
is no working mechanism for sharing the responsibil-
ity either through cooperation among member states or
through centralization of tasks and nancing at the EU
level. For awhile, some member states of rstarrival ab-
dicated their responsibility and e ectively allowed asy-
lum seekers to directly move on to other member states.

at stance threatened the Schengen system of free
movement as other member states reestablished iden-
tity checks at internal Schengen borders to prevent asy-
lum seekers from travelling within the EU irregularly.

Given this muddled governance structure, curbing
irregular immigration in a sustainable and humane

Lead author: Matthias Liicke

manner—an objective that is widely shared by pol-
icy makers and voters in Europe—requires several
inter-locking policy interventions at di erent points of
the migration system. We discussed these interventions
in detail in chapters 1, 2, and 3 and summarize them
in table 4.1 below. In EU member states, asylum pro-
cedures need to be accelerated; e ective return policies
must be put in place for those who are not allowed to
stay in the EU; and member states should cooperate to
o er meaningful opportunities for legal immigration
and employment. In countries of transit, the EU and
its member states should work with the authorities to
improve border security and curb irregular migration.
Assistance should be o ered to migrants who wish to
return to their countries of origin as well as to refugees
with a valid claim to protection. Providing development
assistance that improves public services in countries of
origin may enhance livelihoods and reduce incentives
to emigrate. e EU and its member states may sup-
port the provision of vocational training in the con-
text of skills partnerships that equip participants for
employment in local labor markets and also lead to legal
migration opportunities to the EU. Furthermore, the
EU and its member states should fully participate in the
global sharing of responsibility for refugees.  is would
include o ering places for resettlement and nancially
supporting low- and middle-income countries in host-
ing refugees and helping them to fully integrate into
local economies.

Each of these interventions promises to result in some
positive impact, even if implemented in isolation. But it
is only by implementing them in combination that pol-
icy makers can decisively shi the incentives faced by
potential migrants and materially improve the unsus-
tainable situation found along the irregular migration
routes to Europe. For example, accelerating asylum pro-
cedures will have little e ect unless e ective return pol-
icies ensure that irregular immigrants do not simply
remaininthe EUa ertheirasylum application has been
rejected. In turn, an e ective return policy depends on
country-of-origin authorities being willing to read-
mit their citizens, although this will be unpopular with
many of their voters. Hence, they must be able to point
to new, substantive bene ts for which readmission is
a price worth paying: for example, development assis-
tance with tangible bene ts for citizens in the coun-
try of origin or legal migration opportunities to the EU.
At the same time, unless potential migrants can pursue
meaningful economic opportunities either at home (for
example, facilitated by better vocational training) or
abroad through legal migration, the incentives for irreg-
ular migration will remain strong. As a result, measures
to combat people smuggling along the irregular migra-
tion routes may not be e ective unless they are comple-
mented by positive alternatives for potential migrants.
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A comprehensive approach along these lines is not
only necessary to determine the policy mix to be imple-
mented, but also with regard to the full participation of
EU institutions and member states. Policy instruments
such as agreements with African countries of origin on
development assistance, readmission, and legal migra-
tion opportunities are more e ectively negotiated by
the European Commission than by 28 individual mem-
ber state governments. While the precise division of
labor between the EU and member states will need to
be negotiated, the public-good nature of refugee pro-
tection and numerous synergies between policy areas
call for a large EU role in rule-making, funding, and
international relations. At the same time, even if asy-
lum policies are centralized to a much greater extent
than now, most migration-related policies will always
depend on member states for active support, on-the-
ground implementation, and (likely) supplemen-
tary funding. Some important policies are also out-
right member state competencies, such as resettlement
quotas for refugees and labor migration from third
countries.

EU member states di er widely in terms of their
geography, real income, administrative capacity, his-
tory, experience with immigration, generosity as a
donor of humanitarian and development assistance,
and political preferences.  erefore, not all member
states are a ected by every migration-related challenge
in the same way; nor are their preferred responses
always the same. Furthermore, the various migra-
tion-related policies place di erent demands on the
logistical, administrative, and nancial capacity of

member states. As a result, cooperation among mem-
ber states and EU institutions in migration-related pol-
icies will be more e ective if it is organized according
to the principle of  exible solidarity’. On the one hand,
all member states need to contribute actively so that the
EU can put together a comprehensive response to the
numerous migration-related challenges (‘solidarity’).
On the other hand, not all member states need to con-
tribute to all policies to the same degree; rather, they
may concentrate on areas where they have a compara-
tive advantage based on their nancial means, admin-
istrative capacity, history, etc. (* exibility’). Monitoring
and peer review may help to ensure that, at the end of
the day, member state contributions as a whole provide
an adequate response to the migration-related chal-
lenges and that the resulting logistical, administrative,
and nancial burdens are fairly shared among mem-
ber states.

We summarize our analysis by presenting two pos-
sible scenarios (table 4.1): First, in the default sce-
nario (“business as usual”), no major new policies
are implemented and the existing challenges remain
unaddressed; in particular, conditions along the Cen-
tral Mediterranean migrant route and on the Greek
islands remain unsustainable. Second, in the “reform”
scenario, our main proposals are implemented, with
the result that the unsustainable situations are substan-
tially addressed and popular support for well-managed
immigration is sustained through respectful commu-
nication in social and traditional media and through
integration policies that respect cultural diversity.
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Policy area

International
responsibility
sharing for refugee
protection

Migration
management

along Central Medi-
terranean migrant
route/EU relations
with African coun-
tries of origin and
transit

Migration manage-
ment along Central
Mediterranean
migrant route/EU
relations with
African countries
of origin and transit

Migration
management
along Central
Mediterranean
migrant route/
EU relations
with African
countries

of origin and
transit

EU-Turkey relations/

Eastern Mediterranean

migrant route

Business as usual:
Outcomes

EU support for low-and-
middle-income host countries
remains fragmentary

Continued risk of volatile
secondary refugee movements
along dangerous migration
routes

EU and/or affected member
states continue to rely on
dubious and changing actors
(e.g., in Libya) to combat
people smuggling and curb
irregular immigration

Diminished external standing
for EU as an advocate for
human rights and rule of law

Substantial and volatile irreg-
ular migrant flows continue
along Central Mediterranean
route, with migrants taking
considerable risks with their
lives

Few work permits to
access EU member states’ labor
markets

Incentives remain strong for
irregular migration and base-
less asylum applications

Few irregular immigrants
return from the Greek islands
to Turkey

Irregular immigrants are stuck
on Greek islands in very poor
conditions (this may help to
deter more irregular migra-
tion)

Table 4.1 Scenarios for refugee protection and immigration in Europe: "Business as usual” vs. "reform

Reform

Policy interventions

Consistent and generous finan-
cial and logistical EU support
(including through the EU
budget) for low- and middle-
income countries that host
refugees

More orderly resettlement of
refugees to EU

Agreements with African
countries (and beyond) of
origin and transit for develop-
ment cooperation, migration
management, readmission,
and legal migration opportu-
nities to EU member states

Based on agreements with
African countries of origin and
transit (see above), better
border security and migration
management in countries of
origin and transit

Based on agreements with
African countries of origin
and transit (see above), skill
partnerships and legal
employment opportunities
in EU member states shift
incentives towards human
capital formation and regular
migration

Strengthen agreement with
Turkey so that treatment of
returning asylum seekers
stands up to legal scrutiny

in EU, as a precondition for
returning more irregular
immigrants from Greek islands
to Turkey

Provide assurances that EU will
continue to support refugees
hosted by Turkey, for as long as
refugees require support

Resettle more vulnerable refu-
gees from Turkey to EU

Possible outcomes

More refugees hosted
regionally with dignity

Fewer secondary movements

Fairer responsibility sharing
beyond financial support;
EU and member states gain
credibility

Cooperation based on genuine
political will and wide-ranging
shared interests, which makes
agreements self-enforcing and
effective

Irregular migrant flows are
curbed in countries of origin
and transit

Benefits from regular migra-
tion for migrants, countries of
origin, and countries of desti-
nation

Beneficiaries become a consti-
tuency for the full implementa-
tion of agreements, including
migration management and
external border security)

A legally sound agreement and
continuous cooperation with
Turkey will keep the Eastern
Mediterranean route closed to
irregular migrants and ensure
that refugees can live with dig-
nity in Turkey as their country
of asylum
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EU asylum system

Spirit of public debate
about effects of
immigration and effects
of asylum and immigra-
tion policies

Avoid competition for
resources between
refugees and residents

Gaps between resi-
dents and immigrants
in economic perfor-
mance and education;
discrimination against
immigrants

Urban planning/
spatial distribution of
immigrants/‘ghettos’

Many irregular immigrants
who reach Italy or the Greek
mainland manage to stay in
the EU, whether or not they
receive protection or another
regular status

Public discourse on
immigrants’ social integration
often emphasizes cultural dis-
similarities and exclusion—see
the largely symbolic debates
on assimilation vs. multicul-
turalism, Leitkultur (German
for ‘defining culture’), etc.

Xenophobic parties gain pop-
ular support while established
parties also adopt more res-
trictive positions on immigra-
tion

For immigrants, investment

in integration (local language,
destination-country-

specific professional certifi-
cation) becomes less attractive
as they are bound to feel less
welcome

In some locations, the recent
inflow of refugees strains pub-
lic services, schools, housing,
etc., causing some residents
to perceive their livelihoods as
threatened

Gaps remain large; actual

and perceived discrimination
remains prevalent; incentives
to invest in integration remain
lower than they might be

Spatial concentration of some
immigrant groups raises con-

cern about lack of social inte-

gration and cohesion

Fast and fair asylum proce-
dures in Italy and Greece

and effective enforcement of
returns, including to safe third
countries (enabled by agree-
ments with countries of origin,
transit, and first asylum—see
above)

Responsible political actors
should make an active effort
to discuss refugee protection
and immigration and related
policies based on evidence;
avoid stereotyping, e.g., do not
blame immigrants as a group
for crimes committed by indi-
viduals; avoid discourses that
exclude individuals based on
their migration background

To ensure that discussions
on social media remain free
from discriminatory and hate
speech, moderate online dis-
cussions (this is already stan-
dard practice on many news
sites); regulate online media
so that illegal hate speech
does not remain online

Allocate adequate financial
and other resources for pub-
lic services and individual sub-
sistence at all levels of gover-
nments

Ensure equitable burden-
sharing at national and EU
levels

As cultural values are relatively
unmalleable, accept diversity
(rather than strive for ‘assimi-
lation’) and address structural
constraints on integration (e.g.,
in access to work, education,
housing, civil institutions)

Focus on immigrant groups
with the largest performance
gaps, such as refugees and
non-EU family migrants

Spatial concentration is an
issue mostly when other fac-
tors, such as linguistic dis-
tance, simultaneously hinder
economic and social integra-
tion. Therefore, address these
barriers by promoting langu-
age and vocational training,
skill assessment for recently
arrived immigrants, access to
the labor market, etc.

Irregular migration to EU be-
comes less attractive unless
individual migrants have

a good chance of gaining
protection in the EU

Recognized refugees can work
on their integration soon
after arriving in the country of
asylum

A shared understanding that
terrorism and other crimes
represent attacks on all resi-
dents and their common values

Rational, fact-based public
debate on refugee protection
and immigration policies

In the long run, an open-
minded society that acknowl-
edges and values cultural
diversity

Less bias in news reporting

Strong incentives for all resi-
dents to invest in their eco-
nomic and social integration

Social cohesion is strengthe-
ned as both immigrants and
residents become more confi-
dent that their basic needs will
be met

Respect shown for immigrants’
cultural identities and social
rights improves their sense of
belonging and willingness to
integrate in the country of
destination

Targeted interventions reduce
gaps in economic and social
outcomes of immigrants rela-
tive to the native-born

Immigrants benefit from

the information, amenities,
and opportunities conveyed
through their networks (if
they choose), while they are
encouraged to reach beyond
their networks for more eco-
nomic opportunities and
participation in wider society
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Abbreviations

ATC Agreement on Textiles and Clothing IDP Internally displaced persons
CRRF Comprehensive Refugee IGAD Intergovernmental Authority
Response Framework on Development
DRC Danish Refugee Council ILO International Labour Organization
DTM Displacement Tracking Matrix IOM International Organization
for Migration
EAC East African Community
MFA Multi-Fiber Arrangement
EASO European Asylum Support O ce
MFEN Most favored nation
EBA Everything But Arms
MPI Multiculturalism Policy Index
EBCG European Border and Coast Guard
ODA O cial development assistance
ECOWAS Economic Community of
West African States Qlz Qualifying Industrial Zones
ECtHR European Court of Human Rights RECs Regional economic communities
EFTA European Free Trade Association SADC South African Development Community
EPA Economic Partnership Agreement SAR Search and rescue
EU GSP EU Generalised Scheme of Preferences STA Settlement Transformative Agenda
FTA Free trade agreement TFEU Treaty on the Functioning of
the European Union
GDP Gross domestic product
TOBB Union of Chambers and
GNP Gross national product Commodity Exchanges of Turkey
GSP Generalized System of Preferences UNHCR  United Nations High
Commissioner for Refugees
ICT Information, communications
and technology WTO World Trade Organization
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