ECONOMIC
POLICY

European
University
| n Institute

Economic Policy
64th Panel Meeting

Hosted by the European University Institute
Florence, 14-15 October 2016

On the Economics and Politics of
Refugee Migration

Christian Dustmann (University College London)
Francesco Fasani (Queen Mary University London)
Tommaso Frattini (University of Milan)

Luigi Minale (Universidad Carlos lll de Madrid)
Uta Schonberg (University College London)

The organisers would like to thank European University Institute for their support.
The views expressed in this paper are those of the author(s) and not those of the supporting
organization.

@ s CES o B2 SciencesPo.




On the Economics and Politics of Refugee
Migration *

Christian Dustmarfy Francesco Fasanifommaso Frattiflj Luigi Minale®, and

Uta Sclénberd
September 2016

Abstract

This paper provides a comprehensive analysis ofgesf migration, with emphasis on the
current refugee crisis. After first reviewing thesiitutional framework laid out by the Geneva
Convention for Refugees, we demonstrate that, tlespimerous attempts at developing a
common European asylum policy, EU countries comtitaudiffer widely in interpretation and
implementation. We then describe key features efdiwrent refugee crisis and document the
overall magnitudes and types of refugee movemahégal border crossings, and asylum
applications to EU member states. We next turnht® @conomics of refugee migrations,
contrasting economic and refugee migrants, disogdéie trade-offs between long-term asylum
and temporary protection, and highlighting the erpic advantages of increasingly
coordinating the different national asylum policieSinally, we illustrate the economic
integration of past refugee migrants to EU coustrend conclude with several policy
recommendations.
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1. Introduction

For the first time since the large refugee movesiehthe 1990s, which followed the breakup of
the bipolar order that had dominated Europe siheeli950s, a refugee crisis tops European
policy debate. The earlier crisis resulted from plétical restructuring of South-Eastern Europe
after the Balkan wars and the dissolution of Yugasl, which had displaced about 2,700,000
people by the end of 1995, over 700,000 of whomgkbasylum in European Union (EU)
member states (see UNHCR, 2000). The current mavisnage due primarily to the events that
followed the 2001 bombings of New York’s twin toweand the uprising in the Middle East
commonly known as the “Arab Spring”. In 2015 alo&®irope received a total of 1.5 million
asylum applications, an unprecedented high thateexly double the previous 1992 peak of

850,000.

At least three features distinguish the presefotge crisis from that in the early 1990s: First,
the refugee movements of the early 1990s happend#tkiaftermath of decades of cold war, a
dark era from which an optimistic Europe emergedjeeato embrace new economic
opportunities and European integration and enlaeggnThe current crisis, in contrast, is having
a massive impact on an enlarged Europe that isestihngled in the aftershocks of a deep
recession, riddled by populist and separatist nationovements, and challenged by deeply
divergent views about how to address this humaaitasrisis. Second, whereas the Balkan wars
were considered mainly a Western responsibilityg @estern resolve finally helped to restore
stability, the current crisis involves a multitudeactors and geo-political interests over which
Western nations have limited power. And third, teigees who are currently heading towards
Europe are perceived to be culturally more distamad greater in number than those in the early

1990s.



As a result of these differences, the current risicharacterized by at least three political
challenges: First, and most important, althougméated by flows of refugees, European nations
can only marginally influence the primary causestht@ conflicts inducing such migrations.
There is thus no clear indication of when such flanight abate, and no clear time frame for
when those who have fled the conflict can be riesktif at all. Such a lack of predictability
creates uncertainty and concern among the popoatio the receiving countries, whose fears
are easily exploitable by populist movements. Sdcadne dire economic situations in which
many European countries find themselves, coupleéd thie different views about humanitarian
responsibilities, impede political progress andusohs. Lastly, the lack of a clear legal
framework; the unsuitability of past regulationgiigh have led to confusing ad-hoc exceptions;
the differences in implementation and interpretatod the underlying Geneva Convention for
Refugees across European countries; and the cbedlethat the current crisis poses for the
Schengen Agreement have led to a situation in wpalitical progress is proving extremely

difficult.

In this paper, we provide background and shed ngiat bn the complexities of the current
refugee crisis Europe faces. We first ask the guestvho is a refugee” (section 2). To answer
this question, we use as our starting point thendiein laid out in the 1951 Geneva Convention
for Refugees (GCR), which in practice is interpdetery differently by the various European
countries. As a result, despite multiple attemptsglévelop a common European asylum policy,
European countries show tremendous heterogeneitgvinthey address refugee movements and
implement the GCR. For instance, not only do EUntoes differ widely with respect to the
processing times for asylum applications, overadiognition rate, and whether full asylum or

only weaker subsidiary protection is granted, thkp employ very different definitions of the



terms “safe origin countries” and “third safe caied”. We argue that this diversity in GCR
interpretation and implementation is one importegsson for the current lack of political

progress that we are witnessing.

We then identify the major source areas of theerurerisis and resulting migrations (section 3)
by documenting the sharp increases in asylum apits to EU member states from 2009
onwards, and its unequal distribution across EU benstates: between 2009 and 2015,
different member states experienced major diffegenion the distribution of asylum seekers,
whose largest numbers came from Syria (16.9%), adgitan (10.2%), Serbia and Kosovo
(7.7%), and Iraq (6.1%). Whereas Germany receivezl ighest number of applications
(914,000 thousand), applications per 10,000 pojmnatere highest in Sweden (450.8), Malta
(278.6), Hungary (245.1), and Austria (224.5), camgd to, for example, Germany (111.5),

France (61.5), the UK (33.1), and Spain (7.7).

In section 4, we use data from the 2008 wave ofBbleLabour Force Survey to profile the
economic integration of past refugee migrants to &untries. In particular, we show that
migrants who arrived for humanitarian reasons wess likely to be employed than economic
migrants from the same origin areas despite sirtelzls of education. This evidence from past
refugee movements underscores the particular clgggeto host countries and indicates the need

for more proactive policies to prevent the poormexoic outcomes of past refugee migrations

We then examine the economics of refugee migratipndirst contrasting refugee migration
with economic migration (section 5). Whereas thgetais a choice for all parties involved,
refugee migrants are forced to leave their homenttgibecause of threats to their own lives or
those of their family, and countries that receigugees do so for humanitarian not economic

reasons. In this case, host countries tend notaie keconomic integration of the refugee
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migrants as their primary objective. Economic migsa in contrast, choose the host economy
and are thus likely to be better informed aboutpisticularities. For example, one important
decision faced by host countries is whether tactggeylum claims, grant full GCR refugee status
(which often leads to permanent settlement in tbst lcountry), or offer subsidiary forms of
humanitarian protection that require refugees torneto the origin country once the conflict or
other migration trigger has been eliminated. Thdg&erent options, by creating different
degrees of permanence for individual refugees,tigraffect their incentives to invest in human
capital specific to the host country. This obsdoraimplies that clear rules, entitlements, and
support mechanisms are needed early on in the taigrhistory to provide clear perspectives
and incentivize refugees to integrate socially ematribute economically. It further suggests that
fast processing times, fast access to the labodkataand active integration programs focused
on the first months and year in the host counteyaucial for the refugees’ future career paths.
We therefore conclude section 5 by highlighting theonomic advantages of increased
coordination in the asylum process across countieesnstance, at the EU level. Such increased
coordination would reduce the free-rider problemeirent in the provision of (the public good
of) refugee status, minimize the costs of providasylum to a given number of refugees, and
alleviate countries’ incentives to implement pagiaimed at deterring asylum applications,

which may harm refugee integration.

We finally discuss the implications of earlier estite for optimal and feasible refugee policies
that Europe should implement not simply to addthescurrent crisis but also to deal with future

migration developments.



2. Who is a refugee?
2.1 The international framework

Modern refugee legislation has its origins in tfteranath of World War Il and in the refugee
crises of the preceding interwar years. Groundefiictle 14 of the 1948 Universal Declaration
of Human Rights, which recognizes the right of passto seek asylum from persecution in other
countries, the United Nations Geneva Conventioatired to the Status of Refugees (GCR) was

adopted in 1951. In its first article, the conventdefines the refugee as follows:

[any person who] owing to a well-founded fear ofinge persecuted for reasons of race, religion,
nationality, membership of a particular social graor political opinion, is outside the country dah
nationality and is unable or, owing to such fearpnwilling to avail himself of the protection dfat
country; or who, not having a nationality and bedngside the country of his former habitual resiieas

a result of such events, is unable or, owing tdvdaar, is unwilling to return to it.

The GCR not only broadly defines the rights of gefes and the obligations of hosting states but
establishes the principle aofon-refoulemeniarticle 33), which prevents host countries from
returning refugees against their will to any temyt in which they fear a threat to life or
freedoni. Although the convention was originally limited persons fleeing events occurring
within Europe and before January 1, 1951, the 1Bfxiocol removed these limitations and
endowed the GCR with universal coverage. As of IARDIL5, 145 states have signed the 1951

Convention and 142 have signed both the Conveatioithe 1967 Protocol.

Being the only global legal instruments that explicregulate refugee rights, the 1951

Convention and the 1967 Protocol still define theerinational framework regulating asylum

" “No Contracting State shall expel or return (“ngfer”) a refugee in any manner whatsoever to tbetfers of
territories where his life or freedom would be #tened on account of his race, religion, natiopatitembership of
a particular social group or political opinioGeneva Convention, article 33.1).

6



policy. Nevertheless, being based on the conceptdifidual persecutionthe GCR definition

of refugees does not specifically address the rgereeral issue of civilians fleeing wars and
conflicts. Hence, although its definition remaihe tiominant one, regional human rights treaties
have since modified it in response to displacenwises not covered by the original 1951
document For example, the United Nations High Commissiof@r Refugees (UNHCR)
considers that persons fleeing the civil wars athahie, tribal, and religious violence that have
prompted recent (and current) refugee movementsadnode country of origin is unwilling or
unable to protect them should be considered reftugeen if they are fleeing a general rather

than an individual threat.

On the other hand, some countries, particulariViestern Europe, argue that civilians fleeing
generalized war or who fear persecution by non-gowental groups like militias and rebels
should not be granted full refugee status. As altiethey have developed different forms of
temporary/subsidiary humanitarian protection foest people. These alternative hosting
schemes have been used in Europe to respond tersard massive influxes of war-displaced
individuals (e.g., from the 1990’s conflicts in thermer Yugoslavia and Kosovo) that would
otherwise have overwhelmed their regular asylumtesys. In these cases, each civilian
belonging to a certain group is considered a refpgena facie(i.e., in the absence of evidence
to the contrary), eliminating the need for indivadlustatus determination. Such group
determination permits speedy admittance to safatdes but with no guarantee of permanent

asylum. Yet, as discussed in section 2.3, thesetipea of granting humanitarian protection

8 For instance, the African Union (formerly the Ongaation of African Unity) adopted the “Conventi@overning
the Specific Aspects of Refugee Problems in Africa1969 while the Organization of American Staigmed the
“Cartagena Declaration on Refugees” in 1984. Irhbmdses, the 1951 GCR definition was expanded dode
those compelled to leave their country owing tohsticeats as external aggression, occupation gio@dmination,
or generalized violence.



rather than full refugee status differ widely asr@uropean countries even in reference to the

same group of displaced people, such as the Sgitizans currently arriving in Europe.

At the same time, because the GCR does not stphtat receiving countries should determine
whether an individual meets the criteria for refiggatus, each signatory country employs its
own procedures for status recognition, with mangpéeially in the developing world) still
lacking any formalized systémSimilarly, although the GCR clearly states thghts and
entitlements of refugees — access to courts (@)t.ldbour market (art. 17-19), housing (art. 21),
public education (art. 22), and so forth — it lisnthe enjoyment of these benefits to “refugees
lawfully staying” in the host country territory (drthus not to current and rejected asylum
seekers). It also uses overly broad formulationshsas “treatment as favourable as possible”
and “not less favourable than that accorded tmsalgenerally in the same circumstances”, which
leave much room for host state interpretation. Blafprisingly, such breadth has resulted in
disparities as the different governments adapt t&ylum laws to their own resources, refugee

migration histories, and political and nationals#y concerns (see section 2.3).

2.2 From displacement to refugee status

In Figure 1, we reconstruct the progression frompldicement from region of residence to
eventual recognition as a refugee in a third cqurithose who flee their homes are technically
defined as “displaced persons”, reflecting theispthcement by such traumatic events as
violence, conflict, or natural disaster, and arassified by the UNHCR as “a population of
concern”. These individuals may be divided intosthavho are “internally displaced” (IDPs) —

that is, forced to leave their homes but stilldesy in the country of origin — and those who have

° Turkey, for instance, did not establish a legahfework for asylum and create an agency resporfsiblssessing
asylum applications until 2013. Syrian refugeeswéwxer, are managed outside this system and benefit a
group-based temporary protection scheme.



moved to a third country. These latter can be @rrtivided into those who have moved to a
neighbouring country (“first asylum country”) ankdose who have managed (either legally or
illegally) to reach a country that accepts asylypligations and offers GCR refugee status or
other forms of humanitarian protection. Obvioudlyese three outcomes can also represent
consecutive steps in the same process: a persndla life-endangering situation moves first to
a safer area of the country, then crosses the btyde neighbouring country, and is eventually
able to reach a country that accepts applicatiomeiugee status. As pointed out below, the vast
majority of displaced persons remain in the counfrprigin or in bordering countries because

they are unable to move any further.

In general, displaced persons in neighbouring c@msare hosted in refugee camps but, not
being subject to a formal status determination @secdo not usually have recognized refugee
status. UNHCR defines these individuals as being frefugee-like” situation, as belonging to
“groups of persons who are outside their countryeartory of origin and who face protection
risks similar to those of refugees, but for whorugee status has, for practical or other reasons,
not been ascertained” (UNHCR, 2015). In fact, fisstylum countries receiving inflows of
displaced persons are often developing countrias db not — and usually cannot afford to —
have any formal system in place to manage and assgtum applications. Displaced people in
refugee camps are thus often subsidized by UNH@R;governmental organizations (NGOSs),
and international aid and can remain in that siwafor years. For these persons, UNHCR
operates “resettlement schemes” that transfer eefsifrom one host country to another that has
agreed to admit them and ultimately grant them peaent settlement. Candidates for
resettlement undergo a formal refugee status detation process while still in the origin or

first asylum country, after which successful caatid are relocated to the destination countries.



This process is generally managed by UNHCR, whicimhandated by its statute to undertake
resettlement as one of the three durable solutionslisplaced persons (the other two being
return to the home country or integration into fir& asylum country). A major advantage of the
resettlement schemes is that displaced people toeenl to engage in dangerous and illegal
trips in order to find a safe haven abroad. Culyehowever, only a relatively small number of

states participate in the UNHCR resettlement progrevith the U.S. being the world’s top

resettlement country, followed by Australia, Canalieew Zealand, and the Scandinavian

countries.

Only a relatively small fraction of the total diapkd population manages to reach a country that
has a formal system of refugee status recognifidoreover, because displaced persons are
generally unable to obtain the documentation (&igas, passports) required to legally access
destination countries, these inflows are usuallautinorized border crossings using forged
documents and/or the help of smugglers. Once amnethe host country, displaced persons
have the right to apply for asylum and reside & flost country until a decision is made, and
receiving countries are prohibited from using thiégal migration to reduce their chances of
recognition as refugees. The process outcome therdie recognition of full Geneva refugee
status, the offer of some form of temporary hun@aid@h protection, or a rejection. Rejected
asylum seekers have to either leave the host goantonomously or be returned to their home
country. For many, however, the principle wén-refoulementapplies, preventing the host
country from expelling these individuals but leaythem with an undefined status (which often
leads to undocumented residency). In general, metar the home country, although not

represented in Figure 1, is an option at all stafiéise process.
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In its own records, UNHCR counts as refugees dilviduals residing in a third country who are
in a refugee-like situation, who enjoy formally ogoized refugee status (under the GCR, 1967
Protocol, or any of the regional conventions onlasy, or who have been granted
complementary and temporary forms of protection IR, 2015). Hence, throughout the
remainder of the paper, we adopt their broad defimiof refugees but distinguish individuals

with refugee-like status from those with recognirefigee status whenever needed.

2.3 Displaced population, refugees and asylum seekeevidence from UNHCR data

Table 1 provides an overview of the worldwide peapioin of displaced individuals. The table
shows that, as of 2015, most of the almost 59 anilllisplaced individuals worldwide were still
residing within the borders of their home countrisly 30.7% had left their country to become
refugees abroad. For European (2.7 million) andtsAmerican (7.8 million) displaced persons,
this share is 25.7 and 8%, respectively, but fer 18 million Africans and 29 million Asians
displaced by conflict or violence, it reaches 34n@l 36.5%, respectively. It is also worth noting
that, as the bottom panel of Table 1 shows, modhes$e international movements involve
neighbouring countries located on the same cortirféor instance, in 2015, almost 82% of
African refugees were residing in another Africaumtry, while the corresponding values for
Asian, European, and South American refugees wkr84 and 54%, respectively. Europe as a

whole was, in 2015, hosting 15% of the world’s gfes.

Figure 2 plots the time series of world refugee ytaton (in millions) by continent of origin.
The stock of refugees has been large over theeeh®B80-2015 period. Nevertheless, large
differences exist between continents, with refugepulations originating mostly from Asia and
Africa dwarfing refugee populations from South Amarand Europe, including those induced

by the Balkan wars. The figure also illustrates tvabable peaks in the total refugee population,
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one in the early 1990s and the other in the 2044k, a further rapid surge in the most recent
years. The first peak, when the total refugee pdmr reached 15 million people, was related to
the Balkan wars and to conflicts in Africa (Rwan8amalia) and Asia (Iraq, Afghanistan). The
second peak, starting around 2008, correspondsetadnflicts in Afghanistan and Irag, and to
the consequences of the Arab Spring uprisings irtiN&frica. The 2014-2015 surge is mostly
explained by the Syrian civil war. The graph furtrehows that in 2015, Asian citizens
accounted for more than 9.5 million refugees andcah refugees for over 5 million, with the

remaining million equally split between European &outh American refugees.

In Figure 3 we report the total number of asylurplaations (in millions) worldwide in each
year between 2000 and 2015, distinguishing agaicobyinent of origin. From a global figure of
about 0.75 million asylum applications per yeatha early 2000s, this number declined to just
above 0.5 million in 2009 and then began increasimagrply. In 2015, more than 1.5 million
asylum applications were filed worldwide, a cleaulyprecedented number given the just over
850,000 that made up the 1992 peak (Hatton, 20463015, the majority of asylum seekers
originated from Asia (due especially to Syrian &ighan asylum seekers), which accounted for

over 1 million applications.

In Table 2, we draw on the latest available UNH@Jres, updated to December 2015, to show
the estimated number of Syrian citizens at differstages of the process that goes from
displacement to being recognized as refugee. ©fah population of almost 22 million people
(in 2011), almost 12 million of Syrian citizens &% are currently displaced by the conflict.
Slightly more than half of them (6.6 million) argllsin Syria, being internally displaced. Just
1.5% (180 thousand) have been offered resettlementsettled to a safe host country. The

remaining 43.2% (5.9 million) have autonomouslycresd a third country. The vast majority of
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this latter group (89%; 4.8 million) is hosted unde refugee-like status in a neighbouring
country: 2.5 million in Turkey, 1 million in Lebanp 630 thousand in Jordan, 240 thousand in
Irag, and 120 thousand in Egypt. About half a illiSyrians have reached an EU country and
were granted asylum or are waiting for their asyllaim to processed: 40% of them are hosted
in Germany (200 thousand), followed by Sweden (18@Qistria (30) the Netherlands (30) and

Hungary (20).

As for the case of Syrian citizens, UNHCR resetdamschemes still account for a relatively
minor fraction of the refugee flows. The UNHCR ssited that over 1.1 million of refugees are
globally in need of resettlement in 2016 (UNHCR126). The latest records show that 26
countries admitted a total of 105,200 resettledigeés in 2014, leading to a total of 900
thousand resettlements over the last decade (UNRGE5). The United States are by far the
major recipient of resettled refugees. In 2014, adithitted 73 thousand refugees (70% of the
total), followed by Canada (12%), Australia (11%)veden (2%), Norway and Finland (1%

each).

2.4 Asylum policy in Europe

24.1 Towardsacommon European policy

In the late 1980s and early 1990s, the graduabfathe Iron Curtain triggered massive across-
state movements that particularly affected WesErropean countries. The collapse of former
Yugoslavia and the conflicts that tore apart thgiae for almost a decade generated additional
flows of people seeking asylum. These large refugit@ws across Europe created a need to re-
think asylum policies in all European countrieseYhalso generated a shift towards a higher

degree of coordination at the EU level. For examplace the 1990 adoption of the Dublin
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Convention, the EU has tried to develop a commormean asylum system with the principal
aim of clarifying which receiving country is resmiole for asylum claims and preventing
multiple application submissions in member staié® convention itself, which came into force
in 1997-1998, established the principle that thenbes state through which the asylum seeker
first entered the EU is responsible for asses$iag@sylum claim. To ensure effective application
of the convention, in 2000, the EU approved the BIDRC Regulation, which established a
common asylum fingerprint database. Between 1999 2005, several additional legislative
measures were implemented to harmonize common mmistandards for asylum. In 2000, for
instance, the European Refugee Fund (ERF) wasedédat share the costs of reception,
integration and voluntary repatriation of peoplenmed of international protection. The ERF
was endowed with €630 million over the period 2A33¢105 million per year), In 2014, the
ERF was replaced by the Asylum, Migration and Iraéign Fund (AMIF), which has a budget
of €3.137 billion for the seven years 2014-2020448 million per yeat® It is worth noting,
that the resources targeted to these funds aevetyasmall when compared to other EU funds.
For instance, the European Social Fund (ESF) reseivfunding of €10 billion a ye&rand the
European Agricultural Fund for Rural DevelopmenAHRD) has been endowed with €100

billion over the seven years 2014-2020, or €14lbhiper year'?

Yet despite these persistent attempts to establisingle and harmonized European asylum
policy, individual member states havee facto maintained full sovereignty over the
implementation of their national asylum policies. dddition, as highlighted by the current

refugee crisis, the European common policy on asykiriddled with weaknesses. One notable

10 http://ec.europa.eu/dgs/home-affairs/financing/fags/migration-asylum-borders/index_en.htm
" http://ec.europa.eu/esf/main.jsp?catld=35&langid=e
12 http://ec.europa.eu/agriculture/rural-developm2®t4-2020/index_en.htm
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example is the so-called EU “refugee relocationtesys based on a September 2015 EU
agreement to relocate 160 thousand refugees fralgndhd Greece to other European countries
over a period of two years. Because several camtroted against the scheme and refused to
participate, as of 15 September 2016, only 9% @8),4f the promised 160,000 places have
been made available by some of the participatinghtes and less than 5% (4,890) of the

refugees have actually been relocdfed.

2.4.2 Heterogeneity in asylum policies across Europe

The different exposures to refugee inflows (sedi@ec3.2.2) and the lack of any effective
European-level mechanism to “spread the burdenhasfting refugee populations, led many
countries to implement procedures aimed at reduifigws into their territories. One such
strategy is to tighten visa requirements and boetorcement to reduce the number of asylum
seekers that manage to reach the territory andydpplrefugee status. Another is to vary the
efficiency of application assessment and/or becastrecter about granting protection to
applicants. Governments can also decide whethgraot full GCR refugee status or to offer
subsidiary forms of humanitarian protection. Thap also greatly impact the treatment given to
asylum seekers and refugees by regulating andnignibeir access to such advantages as benefit
entitlements, the labour market, and choice ofdesie. In this section, we document this

heterogeneity using both UNHCR data and a sumnfamgtonal legislative differences.

UNHCR data (see Data Appendix A.1l) permit the cacsion of informative indicators
of the efficiency and “generosity” of national asyl policies. First, because governments may

try to discourage potential refugees by under-itimgsn the staff and resources for screening —

13 hitp://ec.europa.eu/dgs/home-affairs/what-we-ddéfes/european-agenda-migration/press-
material/docs/state_of play - relocation_en.pdfeased on 19 September 2016.
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thereby prolonging wait times and increasing outeamcertainty — we use share of applications
evaluated over total submitted each year to compaespeed and efficiency of application
processing in different countries. Because asylagkars are generally prevented from legally
accessing the labour market for some months whir refugee status is being determined,
longer wait times may impose large costs on theoh dlow down their process of economic
integration into receiving countries. This sloweigtation severely affects migrants’ economic
and social integration (see Section 4) and ultitgatsults in costs to the receiving country. We
illustrate the pace of processing applicationsigufe 4, whose vertical axis reports the yearly
average of the application shares processed in ENNDR+CHE countries over the 2000-2014
period. This share varies from a minimum of 37%:eece to a maximum of 73% in the UK,
with an overall average of approximately 57%. Theaebers imply that it takes Greece an
average of almost 3 years to process all applicatreceived in any given year, while the UK
takes less than 1.5 years. The figure also sugtfestshe pace of application processing is not
mechanically determined by number of applicatiateived (per 10,000 population), which are
reported on the horizontal axis. In fact, the nurabs applications processed each year in the
three countries that have received the largestwslof applicants (relative to population) in the
last 15 years — Sweden, Norway, and Switzerlande-ckose to, or even above, the European
average. On the other hand, among the three cesnthiat received the smallest inflows,
Portugal and Italy have processing times closéédBuropean average (both around 60%) while
Spain only manages to assess 47% of its yearlyicapiph inflow. While some of the cross-
country variations in processing time could be tuéifferences in the composition of asylum

applications;’ the absence of a correlation between processimg aind number of applications

14 Some countries, for instance, may systematiceathgive more applications from a group of potemééiligees that
are inherently harder to evaluate, slowing downsttreening process.
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received suggests that countries can choose tiveirapplication processing pace and that those

receiving larger inflows probably invest more res@s in their screening processes.

Figure 5 demonstrates that European countries difer widely in their asylum
generosity, which we measure here as the “totabgmition rate”, the number of positive
decisions to grant some form of humanitarian ptaadGCR refugee status or other subsidiary
protection) over the total number of applicatiomsgessed. On average, only about 10% of
applications submitted in EU15+NOR+CHE countriesMaen 2000 and 2014 led to recognition
of refugee status. This share, however, varies fagniittle as 2% in Greece to approximately
18% in Denmark. Nevertheless, the figure shows sitige correlation (fitted line) between
yearly shares of applications processed and retogmates: countries that are more efficient in
screening applications tend also to be more gesdrooffering refugee statd3.This positive
slope suggests that European countries that aex fasscreening applications are not achieving
this target simply by rejecting more applicants. tBa contrary, countries like Belgium, France,

Denmark, and UK combine a high degree of both iefficy and generosity.

As discussed in section 2.1, when deciding to dftenanitarian protection to asylum applicants,
national governments maintain a substantial degfediscretion in deciding upon the exact
status to be granted. Hence, using UNHCR statistiata, we measure the “Geneva refugee
recognition rate” as the share of applicants aembrilill GCR refugee status over the total
granted some form of humanitarian protection. Tableeports the total number of asylum
applications approved by each country in 2014, tteeyewith the share of individuals approved
for full GCR status. In 2014, 204,092 asylum amdlmns were approved in EEA countries, the

vast majority in a Western European country. Of#&hé&8% were given full GCR refugee status,

15 Austria and Germany appear as outliers in thiplgraaving relatively high recognition rates bisiatelatively
long processing times.
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while the others received only subsidiary protectiotThere is, however, considerable
heterogeneity in the frequency of refugee statussaccountries: whereas Italy, the Netherlands,
and Spain, for instance, granted GCR status tothess 25% of total successful applicants, this

share was around 80% in Austria, Belgium, and Geynaad 91% in the UK.

These differences, although possibly indicativaliffierent interpretations of the common legal
framework, may also be due to differences in thpe t9f applications received. For this reason,
in columns 3—4 and 5-6 of the table, we focus onaSyand Afghan refugees, respectively.
Once again, we observe substantial heterogeneitiiarireatment of refugees from the same
origin countries, with Syrians more likely to reeeifull GCR status than Afghans in almost all
receiving countries. Nevertheless, even thoughaduntries like the UK (97%) and Austria
(91%), almost all Syrian refugees are given fulh®e& status, this share is as low as 10% in
large destination countries like Sweden. The GCRustrecognition rate for Afghan refugees

similarly varies from 85% in the UK t010% in lItaly.

National asylum policies can also vary along matiepdimensions, a few examples of which
we summarize in Table 4 at different stages of phaxess® National governments can, for

example, employ lists of “safe countries of origio”accelerate asylum application screening,
which in the case of EU member states means adlr ottember states (plus Switzerland and
Norway) as safe countries of origin. In generalgu@lify as a safe third country, a nation must

implement the GCR and offer potential refugeesojgortunity to apply for asylurl. Yet only

% The European Council on Refugees and Exiles (ECRE://www.ecre.org/) recently created an Asylum
Information Database (AIDA) containing informati@m asylum procedures, reception conditions, anéntiein
across 16 EU member states. This database proaidtsar picture of the current heterogeneity iriqies across
these states and is one of the main sources used he

" In a highly controversial decision, Norway's paniient agreed in November 2015 to amend the Imniograict,
removing the requirement that a country accept @rmtess asylum applications to be considered a thafd
country. This change implies that Russia can bendeesafe to receive asylum seekers and allows Notwa
forcedly deport asylum seekers entering throughAtitie border with Russia (the “artic route”). Imslar manner,
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six EU countries — Austria, Belgium, Germany, Fenkeland, and the UK — have adopted
official lists of safe origin countries outside tB#®J, and even these lists vary widely in both
number and countries included. For example, whelredand’s list contains only one country
(South Africa), the UK’s includes 26 countries. iBése, Bosnia and Herzegovina (BIH) and the
Former Yugoslav Republic of Macedonia (MKD) are sidered safe by all list adopters except
Ireland. Albania (ALB) and Montenegro (MNE) are satered safe by all but Germany and
Ireland, and Kosovo (RKS) is deemed safe by AusB&gium, Denmark, Luxembourg, and the
UK, but not by France, Germany, or Ireland. RemiskaTurkey does not appear in any of
these lists. A related concept, central to the DuBlonvention, is the “safe third country”, a
construct used to justify the rejection of appii@as from asylum seekers who transited through
a safe country (where they could have applied $ytuan) and subsequent forced return to that

country.

All EU countries tend to impose restrictions on lagy seekers’labour market access
constraint intended to reduce incentives for ecanamigrants to submit (unfounded) asylum
applications. In general, asylum seekers are ptedefrom being (legally) employed for a
minimum period that should theoretically corresptmthe time required to process their claims.
According to EU Directive 2013/33, member statestmansure that asylum seekers access the
labour market no later than 9 months after theylyafip protection. This ban, however, is for
only 1 month in Portugal; 3 months in Austria, Bimdl, and Germany, 6 months in Belgium,

Italy, Netherlands, and Spain, but one year in égaand the UK.

Over the last few decades, European countries h#see experimented with asylum seeker

dispersal policies aimed generally at distributithgg inflows of potential refugees across

a March 2016 EU agreement with Turkey implies tBegece can consider Turkey a safe country, allovdngece
to transfer asylum seekers from its territory tokey's.
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different regions of the receiving countries, uguaway from major cities. Sweden, for
example, introduced an “all-of-Sweden” policy in8#9that remained compulsory until 1994
(Edin et al., 2003). Denmark similarly implemengedlispersal policy between 1984 and 1994
(Damm, 2009), and in 1987 and 1994, respectivély, Netherlands and Norway introduced
dispersal policies that still remain in place todage UK and Ireland also continue to disperse
asylum seekers under policies introduced in 20@0I @ al., 2013). At the same time, according
to AIDA'® survey data, only Belgium, Italy, and Ireland yujuarantee asylum seekers adequate

access to health care: in all other countries, #mgy only limited access.

3. The current European refugee crisis

3.1 Entry routes

A major characteristic of the current refugee serisithe very high number of attempted illegal
border crossings into EuropAccording to Frontex, which records detected aptsnsince
2009, over 2.6 million illegal migration attemptsene detected at European borders between
2009 and 2015, with 1.8 million in 2015 alofie=rontex distinguishes nine routes of entry into
Europe: (1) the central Mediterranean route, cosagriprimarily of the flows from North Africa
towards Italy and Malta through the Mediterrane@a;S2) the circular route from Albania to
Greece, historically one of the most significanamhels for irregular migratory flows across the
EU’s external borders but less important since2#0 granting of visa-free travel to the EU for
Albanian nationals; (3) the eastern border rougderring to the 6,000 km long land border
between Belarus, Moldova, Ukraine, the Russian feg¢id&, and the EU’s eastern member

states; (4 & 5) the Eastern Mediterranean sea and passages used by migrants crossing

18 The European Council on Refugees’ Asylum InfororaDatabase (AIDA).

9 |llegal crossings are defined as “the number otithountry nationals detected by Member Statearitths when
entering or attempting to enter illegally the temy between border crossing points at externadldw”.

%0 See Data Appendix A.2 for a discussion of thethtions of these data.
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through Turkey to the EU via Greece, southern Budgar Cyprus; (6) the sea passage from
West African countries, mainly Senegal and Maurg#amto the Canary Islands; (7 & 8) the
western Mediterranean sea and land routes fromhN&frica to the Iberian Peninsula; and (9)
the Western Balkan route, referring to both the ratmgy flow from the Western Balkan
countries themselves and the secondary movememtsiofy Asian migrants who enter the EU
through the Bulgarian-Turkish or Greek-Turkish sdand then proceed through the Western

Balkans into Hungary.

Figure 6 outlines the numbers of illegal borderssings recorded by Frontex over time while
also highlighting the share of crossings througtheaf the three routes that have become the
most important in the current crisis: the Centrakdilerranean route (1), the Eastern
Mediterranean sea route (4 and 5), and the We&atkan route (9). As the figure clearly
shows, the number of attempted illegal crossinge mapidly during 2014 and 2015, with the
share of total crossings along the Central Meditexan route being especially large and
accounting for about 60% of total crossings in 2dtL4lso illustrates the increasing importance
in 2015 of the Eastern Mediterranean sea and lantks, which together account for 90% of

illegal crossing attempts recorded in that year.

3.2 Source countries

As regards origin country, over the entire 2009-820ériod, Syrian citizens, at about 38% of the
total, constituted the largest group attemptinggiéll crossings, with the over 500 thousand
Afghans making up an additional 20% (see panel #l& 5" Iragis, Pakistanis, Albanians,

and Eritreans each accounted for 4 to 5% of tatasings, while those coming from Kosovo,

2 Because information on origin country is unavd#afor 14% of total crossings in Q3 2015 and 48%aél
crossings in Q4 2015, for these two quarters, waute unknown nationalities based on the route-fipemiigin
country composition in the previous quarter.
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Somalia, Nigeria, and Bangladesh made up about R8xillustrated by the ratio of illegal
crossing attempts in 2015 to those in 2009 (coldmmover the 7 years covered by our data, the
relative magnitude of inflows from each of theseirdoes varied drastically, and total illegal
crossing attempts grew 17 fold. Nonetheless, expassvere not equally distributed across
countries; for instance, unauthorized migratioreragits from Syria accelerated dramatically
from barely any in 2009 to 1.4 thousand times thmiper in 2015. Conversely, the number of
illegal crossings attempted by Albanian citizen2@15 was only one third of its 2009 size. As
the last column of panel A shows, Syria has on tmoasions been among the 10 countries with
the highest illegal crossing attempts over thedmaperiod, all concentrated in the last years of
our observation window. Afghans, however, have maong the top 10 nationalities attempting
illegal entry into Europe in each of the 7 yearoof observation window, and the size of their

inflow has increased almost 30 times over the perio

These large inflows of unauthorized immigrants iBiarope since 2009 translate into higher
numbers of asylum applications in European couwsithewever, not in a balanced way. That is,
not all immigrants crossing European borders illggapply for asylum, and not all asylum
seekers have entered illegally or been detectete whossing the border. Nevertheless, as panel
B of Table 5 shows, between 2009 and 2015, overndilbon asylum applications were
submitted in Europe, with the number increasingrlgefavefold over the period. The top 10
countries of origin for asylum applicants largelyedap with those of illegal crossers, with 9 out
of 10 countries being in both lists. Syria and Adgtstan particularly, the two countries that
account for the greatest number of attempted illégader crossings, are also the top two
countries of origin for asylum applicants and wesgponsible for the largest increase in asylum

applications (by a factor of 77 and 8, respectiueljhe exceptions are Russia, which is only
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present among countries of origin for asylum apits, and Bangladesh, which is not among
the top ten countries of origin of asylum appliscanThe fact that the number of asylum

applications is generally higher than the numbeitl@fal crossings indicates that some asylum
seekers made their way to Europe either legallynoletected. Syria and Afghanistan, however,
are exceptions to this regularity: for these twartaes, the number of detected illegal crossing
attempts is higher than the number of asylum aafitins. This exception is explainable by the
frequent multiple crossing attempts on the Easkuropean borders and along the so-called
Balkan route, where migrants who are detected vattempting to cross the border illegally are

sent back but then try again.

3.3 Destinations

As already emphasized, not all European counti#8 + NOR + CHE) have been equally
affected by the refugee crisis. As Table 6 shoveswbeen 2009 and 2015, Western European
countries received the largest share (3.2 milliohthe total 3.6 million asylum applications
(almost 70 per 10,000 population) received by alidpean countrie¥. These aggregate figures,
however, conceal the true heterogeneity of refugepulations across Western European
countries. As Table 6 shows, over the 2009-201%o¢getthe top 5 recipients of asylum
applications were Germany (915 thousand; 111.39&00 pop.), Sweden (163 thousand; 176.1
per 10,000 pop.), France (396 thousand; 61.5 pd000pop.), Italy (265 thousand, 45 per

10,000 pop), and Hungary (246 thousand; 245.1 @@OD pop.).

Figure 7 illustrates the relation between the tawllum applications received by each country

between 2009 and 2015 (vertical axis) and its pagpn of individuals with refugee status in

22 Note that the figures refer to the number of agions, not the number of individuals filing an
application. Since individuals may be filing mulépapplications, the number of applications is ppar bound for
the actual size of the flow of asylum seekers dlverperiod.
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2009 (horizontal axis). The straight line is thei@dy line above which the asylum applications
received between 2009 and 2015 were larger tharacbemulated stock of individuals with
refugee status hosted in 2009. The figure also shinat for the vast majority of European
countries, the number of applications received ther2009-2014 period was far larger than the
accumulated stock of refugees hosted in 2009, thétonly exception being the UK. The scatter
plot further reveals that countries that startedhvwa larger population of refugees in 2009
attracted more asylum applicants in the followirgug. Other than Malta, Sweden stands out as
a very popular destination for asylum seekers, itorically and during the current refugee
crisis. Also notable is Hungary, which was hostingery small number of refugees in 2009 but
received 245 applications per 10,000 populatiorwbenh 2009 and 2015, 41 times its initial

stock.

Although these numbers may seem large, it shouldnyghasized that the burden imposed on
Europe by this inflow of asylum seekers is smathpared to that placed on countries closer to
the refugees’ countries of origin. This differeniseclearly demonstrated in Table 7, which
reports refugee stocks and their ratios to 10,08fulation in both selected EU countries and
Syria’s neighbouring countries in 2014 (the lasanf®r which complete data are available for all
countries). At that time, Lebanon, a country witpapulation of 4.5 million, was hosting 1.16

million refugees, or about 2,554 individuals in redaof humanitarian protection per 10,000
population. Likewise, Jordan was home to more thd@®0 refugees per 10,000 population,
while Turkey was hosting nearly 1.7 million or 2p&r 10,000 population. By comparison,

Sweden, the EU country with the highest populatbmdividuals with full GCR or subsidiary

status relative to its size, was hosting 206 asyserkers or individuals with refugee status per
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10,000 population. The ratio for Norway and Switzed was just above 100 per 10,000

population, and for Germany and France, it was 8bBlgand 47, respectively.

4. Refugee labour market integration
4.1 Evidence from past refugee waves

To assess how well past refugees to EU countriee lwetegrated into the labour market
compared to economic immigrants from the same afeaigin we draw on the 2008 wave of
the European Labour Force Survey (EULFS). We fasusdividuals in working age (between
26 and 64 years old), not in full education or taily service, and define “refugees” the migrants
who report “international protection” as the reagon migration (see Data Appendix A.3 for
details). At the time this paper was written, tisighe latest available wave in the EULFS that

provides that type of information.

Table 8 gives an initial overview of the socio-egomc characteristics of refugees compared to
those of natives and economic immigrants from E&id® non-EU15 countries. The refugees are
60% male, versus 47% for economic immigrants, aB® 4ears old on average, which is
slightly older than economic immigrants but undeyear younger than natives. They are on
average somewhat less educated than natives andreimoimmigrants from EU15 countries,

but they are better educated than economic immiigjfamm non-EU15 countries.

To evaluate how refugee employment rates compdte those of economic immigrants and
natives, in Figure 8, we graph unconditional anddaonal (on age, gender and educational

attainment) employment rate differentials betweatives and, respectively, EU15 economic
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immigrants, non-EU15 economic immigrants, and reésgoveralf® Although all immigrant
types have lower employment probabilities thanvesti both conditionally and unconditionally,
the employment gaps are larger for non-EU15 immigr#ghan for EU15 immigrants (3.2 vs. 7.2
percentage points unconditional on socio-econonhiaracteristics) and increase to 16.1
percentage points for refugees. Conditional empkringaps are even larger, reflecting the fact
that refugees are disproportionately male and yphath of which characteristics are positively
associated with a likelihood of employment. Fig@eprovides more detail on how the
(conditional) immigrant-native and refugee-nativepboyment gaps differ by area of oridih.
Whereas refugees and economic immigrants from Eamgountries outside EU15 (NMS12
and Other European in the Figure) show similar d¢amrmhl employment gaps to natives,
refugees from North Africa, the Middle East, or ethAfrican and Asian countries are
considerably less likely to be employed than ecanemmigrants from the same areas of origin.
Employment gaps are largest for the group of refadeom North Africa and the Middle East, at

32.5 percentage points.

To assess how quickly refugees integrate into thwist countries vis-a-vis economic
immigrants, in Figure 10 we plot the conditionalfugee-native and immigrant-native
employment rate differentials against years sinceval. As expected, the employment
probabilities of both refugees and economic immtgaincrease with years in the country;

however, the increase is far steeper for refugeasng the first 3 years of arrival, refugees are

% The estimates are from LPM regressions of an #dicequal to one if the individual is employ@d self-
employed) on refugee, EU15 immigrant, and non-Elth&igrant dummies, a set of individual controlsdan
country of residence fixed effects. These estimatesreported in Appendix Table Al. We focus oualgsis of
refugees’ economic integration on employment sthacause wage data are not available in EULFS data.

% The estimates are from LPM regressions of an aidicequal to one if the individual is employed self-
employed) on refugee and immigrant dummies, a fsetddvidual controls, and country fixed effect,thviseparate
regressions estimated for each area of origin.rinédion about the country of origin is not avaimbiThese
estimates are reported in Appendix Table A2.
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50 percentage points less likely to be employed tiaives, a large gap that may be explainable
by the legal restrictions on labour market parttign frequently in place during the application
processing period. This refugee-native employmaptdgclines by about half 7 to 10 years after
arrival, turns statistically insignificant 15 to M@ars after arrival, and eventually approaches
zero 25 years after arrival. While the figure sugggehat employment prospects of refugees
improve more rapidly than those of immigrants withe in the country, it is important to bear in
mind that the figure is based on one cross-secidy, precluding us from separating the effects
of years since arrival from possible compositionoabnges across cohorts. This catch-up of
refugees is in line with evidence presented by Aitaal (2016) who, similar to us, focus on
Europe as a whole. Luik et al. (2016) and Cort@942 document a similar catch-up of refugees
in Sweden and the US. Bratsberg et al. (2014, 20d&pntrast, paint a more negative picture in
the case of Norway, highlighting that refugees beeoincreasingly dependent on social

insurance transfers.

Table 9 highlights that the lower employment praliizds of refugees versus immigrants cannot
be accounted for by differences in area of orignyears since arrivaf Conditional on
individual characteristics and destination courfired effects, refugees are 10.9 percentage
points less likely to be employed than economion{B®15) immigrants. This gap decreases
only slightly to 0.095 percentage points when arearigin fixed effects and years since arrival

are included as additional regressors. Compositidifi@rences in terms of years since arrival

% Bevelander and Pendakur (2014) find that in Camefimees, especially women, tend to be more ssfideban

family reunion immigrants.

% |In column (1), we regress the employment indicaioran indicator for being a refugee, an indicétorbeing

foreign-born (which equals 1 for both immigrantsdarefugees, and 0 for natives) as well as on iddizi

characteristics and country of residence fixedotéfeWe then include a full set of interactionsasn the foreign-
born indicator and indicators denoting years siacgval (column 2), between the foreign-born indicaand

indicators of area of origin (column 3), and betwélee foreign-born indicator and indicators of bg#ars since
arrival and area of origin ones (column 4). In thicification, the coefficient on the refugee dador refers the
mean difference in the employment probabilitiesrefiigees and non-EU15 immigrants within each yéaces
arrival (in column 2), within each area of origin ¢column 3) or both (in column 4).
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and areas of origin are therefore responsible fdy a relatively small portion (13%) of the

observed employment gap between refugees and nds-Bumigrants.

Figure 11 further reveals that the refugee-natingleyment gaps (conditional on individual
characteristics) vary widely across destinationntoes, much more so than the economic
immigrant-native employment gaps. The two countriggh the largest refugee-native
employment gaps are Ireland and the UK (with 50 28igbercentage points, respectively), both
nations in which economic immigrants do particylanell. Countries with a relatively large
refugee share, such as Sweden, Germany, and Auakea middle position with employment
gaps of 22, 18 and 11 percentage points respegtivelally, employment gaps between natives
and both refugees and economic immigrants are sm@alyprus and Greece, as well as in lItaly,

Spain, and Portugal, all countries with relativiely shares of refugees.

4.2 Outlook: The current refugee crisis

How well current refugees will integrate into trabbr market is extremely difficult to forecast
for at least two reasons. First, comprehensiveraptesentative data on the skill structure and
employability of those currently applying for asylu or of those whose application was
approved no more than 2 years ago, does not yst. é&cond, their labor market outcomes

depend on which policies, integration support, imeentive structures are implemented.

As figure 9 shows, existing refugee population&€ith member states who arrived many years
before the current crisis but from the same arsamnamportant share of current asylum seekers
(i.e., North Africa and the Middle East) are comrsably less likely to be employed than refugees
from other areas, even conditional on their edooali background. A recent survey by the

German Ministry for Immigration and Refugees conddcin 2014, which focuses on
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individuals given official refugee status who iaity applied for asylum in Germany between
2007 and 2012 and thus arrived at the onset ottises, further indicates that refugees from
Syria, Irag, and Afghanistan are less educated tergees who arrived in previous waves.
Specifically, as Table 10 shows, 16.1% of Syrian &%.9% of Iraqi refugees have never
attended school, and only 4.3 and 3.5% have attesdeool for at least 15 years (which is
comparable to tertiary education in Table 8). Taae further shows that only 38.9% of Iraqi
and 24.7% of Syrian refugees are employed (of whatilghly one third are employed only
marginally for under 10 hours a week), while orfthfto one quarter are looking for work (see
Worbs and Bund, 2016, for more details). As regdhgsrefugees who applied for asylum in
Germany in 2015, a survey conducted by the Germiasivly for Immigration and Refugees at
the time of registration paints a somewhat morénugtic picture and puts the share of asylum
applicants with tertiary education at 17% and thers of applicant who never attended school at
8%. These numbers may, however, not be fully reptasive as only 70% of asylum applicants

agreed to participate in the survey.

5. The economics of refugee migration

We begin our discussion on the economics of refugggation by highlighting the important
differences between refugee and economic migraetgion 5.1). We then discuss the trade-offs
and policy options faced by single countries (sectb.2) before outlining the economic
advantages of coordinated decisions between ceantior example, at the EU level (section

5.3).
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5.1 Refugee vs economic migrants

Economic migrants are, at least conceptually, fomefgally different from refugee migrants in
that the former not only choose whether or not tigrate but also decide, based on the
constraints set by receiving countries, which coutd migrate to given the economic benefits
of this decision. Refugee migrants, in contrase, farced to leave their origin countries, often
due to unforeseen and sudden events that putlitresrat risk. For these refugees, therefore, the
migration decision is in principle neither delibieranor planned, and less based on economic
considerations. Similarly, receiving countries tglly choose economic migrants based on
economic considerations; for example, as a meaasddecess shortfalls in labour supply or skill
gaps that cannot be filled locally. As a resulgytloften set clear migration terms, such as stay
duration and migrant qualifications. In the casereffigee migration, however, countries are
fulfilling their obligations as GCR signatories,dathe decision to grant asylum seekers official
refugee status is primarily based on humanitar@amsiclerations. As such, receiving countries
may have little influence on the type of migrartattare displaced. Refugee migrations are
therefore closer to “forced marriage” than the ‘&t match” typical in economic migrations
and the relation between the two parties, migradt@gestination country, is different from what
would have evolved if all decisions had been taterpurely economic grounds. This is not to
say that the forced marriage is necessarily infeddhe optimally chosen match for both parties.
On the contrary, forced emigration may well meaat thestination countries are able to attract
migrants with qualifications and economic potentiadt they might otherwise not have enticed
to settle in their countries. Historical incidenaafsthe tremendous gains to countries giving
refuge to persecuted populations include the 1&ttiury re-population and boost to the textile

industry productivity in war-torn Prussia produdsdHuguenots fleeing religious persecution in
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France (see Hornung, 2014) and the major contdbstito science and technology made by
highly educated Jews fleeing Nazi Germany (see #&lgser, Voena, and Waldinger, 2014).

Cases also exist, however, of less well-endowadyesf populations where the economic benefit
to the receiving country is less clear — see oseudision in the previous section. In practice, the

difference between economic and refugee migrantshedess clear-cut than described here.

5.2  Country-specific policies and tradeoffs

5.2.1 Permanent settlement or temporary protection?

Even though destination countries have limited rdver the number and type of displaced
migrants arriving in their territory, they can déeiwhether to grant full GCR refugee status or
offer subsidiary forms of humanitarian protectidratt require refugees to repatriate once the
conflict or migration trigger has been eliminatfthe option chosen, based typically on the
nature of the conflict and expectations about etsgth, together with cultural ties, language
similarities, and the refugees’ educational backgdy impacts the refugees’ economic and
social integration into the destination country.r kostance, whereas in the 1990s, most
destination countries opted for some form of terappiprotection for the refugee waves from

Bosnia and Kosovo, the choices made during theentirefugee crisis differ widely (see Table

2). Indeed, many of these refugees returned to twene country once the conflict ended. For
example, of the 345,000 refugees from Bosnia-Henzieg residing in Germany in 1996,

260,000 had voluntarily returned by December 2@@0iJe 5,500 were deported against their
will (Rahl and Lederer, 2001).In the current crisisot only is there considerably more

uncertainty about whether and when the primary toges for asylum seeking will abate, but
current refugees are culturally more distinct tiha Balkan refugees and, based on initial

evidence, may also be less educated (see section 4)
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Two primary reasons for the poor success in integgaefugees into the host countries’ labour
markets are the long decision time for asylum cta@md the indecisiveness of host nations about
duration and permanence of stay. Both factors dmng to considerable delays in giving
individuals a clear perspective on their futureidesce in the host country. This lack of clear
timeframe speaks to the key insight from early dyitamodels of human capital (e.g., Ben-
Porath, 1967) that the longer the pay-off periadskill investment, the more individuals invest,
which is why full time schooling takes place at dtart rather than in the middle or towards the
end of an individuals’ life cycle. Applied to migrs, because the type of human capital that is
productive differs across nations, migrants muatrienew skills that make them productive in
their new country of residence. One such skill ioWwledge of the local language, whose
acquisition is very costly but of dubious value time origin country. Consequently, as
emphasized by Dustmann (1993, 1999, 2000), whethdrhow much a migrant chooses to
invest into country-specific human capital depegdsatly on the migrant’s perception of the
likelihood of future settlement in the host coun®Bging unclear about the chances of permanent
stay creates disincentives for investment intotyipes of skills that are productive in the new
country, affecting the refugees’ earnings and cape¢hs and leading them to perform below
their economic potential. For example, Germany’'sygehensive system of skill certifications
obtained through 2-3 year trade apprenticeshipgestly because remuneration during the long
training period is far lower than the wage in amieglent unskilled job (see Dustmann and
Schoenberg, 2012, for details). Moreover, the fegtion, although valuable in Germany, may
be worth little in the refugee’s country of origidonsequently, even young refugees are likely to
be reluctant to undertake prolonged and costlyitigi within the apprenticeship system unless

they see their future in the Germany. Lack of tja@bout the possibility of permanent
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settlement thus obstructs attempts to use suchm&shé¢o train refugees. Even if permanent
residence is guaranteed but only after a prolomggbd in the host country, such investment
may no longer seem optimal because of the reduagebih period. Adda et al. (2016) find

strong support for this hypothesis, by estimatirtymamic model of return migration and human
capital accumulation, and simulating the effect$ack of clarity about permanence at the start

of an individual’s migration cycle on lifetime eangs and human capital investments.

These observations have important consequencdsef@olitics of refugee migration. Above all,
policies aimed at fostering labour market integmatiand optimizing migrants’ economic
contribution need to recognize that these indivMslwall only undertake costly investments in
host country-specific human capital if they areeljkto pay off over the life cycle. Moreover,
because certification requirements and the traalsiitly of certain aspects of such capital differ
across countries, any such policies need to bdutigradapted to the particularities of the host
country. For instance, whereas certificates aresaential part of German workers’ careers, such
is less the case for UK workers. On the other h&mgjlish may be more valuable in the home
country than German. All else being equal, botls¢haspects support the economic integration

of refugees into the UK rather than Germany.

As a result of the above circumstances, refugees are initially offered only temporary

protection but end up staying for long periods rhaye lower employment probabilities and
lower earnings than refugees offered permaneriesetht from the start. This observation calls
for shorter periods for deciding asylum claffhand for policies that provide clear host country

commitment on residence duration. Such policiesilshbe combined with carefully designed

2" Hainmueller et al. (2016) provide evidence thatlémgth of time that refugees wait for a decision
their asylum claim affects their subsequent econantegration.
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active integration programs for those who obtaith fiefugee status or permanent resideficy.

The refugees’ own investments could be furtherntigesed by making economic success in the
labour market a pre-condition or contingency in sleéection for permanent residence. In fact,
Germany adopted such a policy in the 1990s forgests from Bosnia and Kosovo (see, e.g.,

Ruhl, and Lederer, 2001; Ruhl, Neske, and Curé42.

5.2.2 Wherein the country should refugees be located?

In addition to choosing between permanent and teanp@rotection, destination countries must
decide on refugee location, which economic efficiemlictates should be in areas with the
lowest hosting costs but highest chances of integranto the labour market. Such areas tend be
urban areas already containing immigrants fromréfiegees’ own country, who can then serve
as a support network and actively help their neaviwed compatriots to find decent-paying jobs
(Edin et al, 2003; Damm, 2009). For the same reagefugees also typically prefer areas with a
larger concentration of their own nationals, megninat allowing refugees free choice over
where to locate within the destination country negd to superior labour market outcomes.
Another necessary consideration is the politicat€of refugee allocation. Recent research by
Dustmann et al. (2016) suggests that these pdltasts may likewise be smaller in urban than
in rural areas: they find that the inflow of refegmigrants increases the support for right-wing
anti-immigration parties in rural areas, but ndtamr areas. On the other hand, housing costs are

typically considerably higher in urban than in tageas.

Moreover, free choice over where to locate is ikl lead to unequal distribution of refugees

across the country, with some areas bearing a faughr share of the burden than others. For

28 Couttenier et al. (2016) provide evidence thagnation policies, including swift access to theolar
market, can mitigate immigrants’ likelihood to coihancrime.
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this reason, several countries have adopted deppddicies that exogenously allocate and
roughly equally distribute refugees across the tgu(see Table 3), albeit sometimes at the
expense of positive labour outcomes. One possildg to@ alleviate this trade-off between
efficiency and equity is to allow refugees freeickoof location area but with the understanding
that all areas will contribute equally (i.e., projpanally to their population size and possibly

GDP) to the costs of refugee hosting.
5.3 Economic advantages of coordinated decisionstiween countries

Increased coordination between countries — for @@nat the EU level — could have several

economic benefits for receiving countries thatseparately discussed below.

Refugee status as a public goo®ffering refugee status is a public good in thairié country
offers asylum to those escaping individual persenubr civil war, residents in other countries
benefit from knowing that these individuals areesddowever, the fact that the costs of hosting
the refugees are borne entirely by the country idiog asylum leads to an under-provision of
the public good when countries make such decisimdévidually. Coordination between
countries would make it possible to internalize &x¢ernalities that countries impose on each
other, allowing the social optimum to be reaches (datton and Williamson (2006) and Hatton

(2004, 2012), for a formal analysfs).

Dynamically consistent decisionsA lack of coordination may induce countries to make
decisions that are not dynamically consistent. &s@mple, governments may deter applications

for asylum by adopting specific policies, suchiasting asylum seekers’ access to the labour or

29 Facchini et al.(2006) develop a political-economgdel to study the process through which countries
determine their asylum policies. They show thatrdomation is desirable, but allowing for cross-ctryriransfers
toward countries that receive larger numbers ofuasyseekers may lead to a welfare inferior outcdreeause the
possibility of compensation exacerbates strategieghtion effects.
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housing markets, implementing an especially lengipplication process, or failing to provide an
active integration program for successful applisaiithese polices, as previously pointed out,
can increase a destination country’s cost of refulgesting by hindering the integration of
successful applicants. If, however, countries coatee they no longer have any incentive to

adopt such harmful policies.

Allocating a given number of refugees at the lowegiossible costAs shown by Fernandez-
Huertas Moraga and Rapoport (2014, 2015), cooperacross nations makes it possible to
allocate a given number of refugees at minimumscestile simultaneously ensuring that the
burden (or responsibility) of providing refuge sased by all countries. Supposing that countries
have not only agreed on the total number of refsdede admitted but also on a refugee quota
system (based, e.g., on country population sizeGDR) then, ignoring for the moment any
match effects whereby certain types of refugeesbest integrate in a particular country, these
countries will differ with respect to their (margih costs of providing refuge. Here, we interpret
“costs” in the broad sense, reflecting not only etany costs but also the country’s general
willingness to welcome refugees. A market in whatbuntries are allowed to trade refugee
guotas will secure the allocation of refugees acmsuntries at minimum costs. To illustrate:
given two countries, A and B, that initially agreeeaccept 1,000 refugees each, if the cost of
hosting an additional refugee is €20,000 for cquAtbut only €10,000 for country B, then there
is room for trade. For example, country B might @dam additional refugee if paid at least
€10,000, while country A might be willing to pay tgp€20,000 for not having to provide refuge
to the 1,000th refugee. The gains from the tradehei exhausted once the marginal costs of

hosting an additional refugee are equalized betwbkentwo countries, resulting in a refugee

30 several such quota systems have been proposém ipast; see, for example, Fernandez-Huertas Mamada
Rapoport (2015) for an overview.
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allocation that minimizes the costs of grantinglasyand allows both countries to contribute to
the costs according to a prearranged qtfotas argued by Fernandez-Huertas Moraga and
Rapoport (2015), this mechanism may be augmented@ yatching algorithm that allows
refugees to state their preferences for countmesidence so as to realize match-specific gains

between refugee and host country.

6. Discussion and conclusions

In this paper, we provide a comprehensive overwéuhe existing regulatory frameworks for

refugee migration, the magnitudes and types ofgefumovements, and the economics and
politics of the current refugee crisis. In partamlwe identify strong differences in the way EU

countries interpret their obligations as signawoéthe Geneva Convention for Refugees (GCR)
and outline previous (mostly unsuccessful) attertgpenhance coordination at the EU level. We
also demonstrate that although asylum claims inBbeare currently at an all-time high (1.5

million in 2015), applications are far from equathstributed across EU countries, and only
about 10% submitted to EU15 countries (plus Noraag Switzerland) between 2000 and 2014
were successful. We further document that previeages of refugee migrants have been less
successful in integrating into European labour re@rkhan economic migrants from the same
origin areas. We also offer tentative evidence thatlabour market outcomes of the current
waves of refugees will be similarly problematic @s8 better integration mechanisms are

implemented.

In our view, the above evidence calls for a straz@prdinated policy response to the current

crisis, which has imposed on Europe the tremendosts of large-scale movements of people

31 It should be noted that only a market mechanismicduce countries to truthfully reveal their cosfshosting
refugees: when countries implement quotas depematecdsts, they have an incentive to overstate them
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who arrive unexpectedly and are — given currentleggpns and their common interpretations —
hard to control using conventional border protettimeans. These movements not only pose an
enormous challenge to European countries but téuthdaments and achievements of the EU as
a whole. Not only their economic costs but alsartipelitical costs threaten to build rifts
between countries and furnish a welcome vehiclgp@pulist movements to enhance their vote
shares? The current crisis further demonstrates that télid Convention is unworkable, as
amply illustrated by Europe’s unpreparedness ferrthmber of refugees that have arrived at its
southern borders. At the same time, the burden bh cBuntries of uncoordinated and
undocumented inflows of large numbers of refugeesldieen unequally distributed, and ex-post
re-allocation schemes to share the burden have ibg®ssible to implement. Moreover, many
of those who arrived in European member states twverpast decade have migrated for
economic reasons rather than because of valid slainder the GCR. Hence, only a small
fraction is likely to attain some type of refugeatss (see Figure 3), which adds the problem of

deporting unsuccessful asylum applicants.

Above all, as attested to by the recent failednapts to define a common European response to
the crisis under existing regulations and insisi, the challenges to successfully coordinating
policies on the key sovereignty issue of who shdadcallowed to live within a member state’s
borders are huge. Yet despite these difficultibeyd is a drastic need for a new regulatory
framework agreeable to all member states that addsethe current and future challenges of
refugee migration and replaces dated coordinatitamgts like the Dublin Convention with a
more workable alternative. Such a framework shdddbased on two pillars: a coordinated

policy that secures Europe’s outer borders andsdedh asylum claims before refugees have

32 See e.g. Dustmann et al. (2016) for evidence.
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(illegally) crossed into mainland Europe, and alocadtion mechanism that more equitably
distributes the burden of refugee migrations accosmtries yet is flexible enough to account for

national particularities and political circumstasce

On the first, a coordinated refugee policy shoaiglement measures for deciding asylum claims
at the outer borders of the Héforerefugees enter the EU mainland. Such measuresivneaid
EU countries to agree in principle on exactly wbanstitutes a valid refugee claim. In practice,
they would also require the establishment of faegdiable to deal with large numbers of refugees
at the outskirts of the EU, and of EU courts thatld decide on claims according to agreed rules
and interpretations of the GCR. On the second,geds should then be allocated across
European countries, possibly with the help of thdelaefugee quotas, combined with allocation
mechanisms that take into account refugees’ pretee to reduce the economic and political
costs of refugee hosting. Tradable quotas would elisninate any one country’s incentives to
implement policies aimed at deterring asylum agpians, which can hinder refugee integration,
thereby improving integration outcomes. Any incezh&U-level coordination that reduces the
costs of refugee hosting would benedit EU countries, not only those currently hosting the
lion’s share of asylum seekers. Such a systemyda€essfully implemented, may be the only
means of addressing future movements in the leabticplly harmful way. Through the
application of clear and rigorous rules, such aesgswould also make it clear to potential
migrants with no humanitarian reasons for migratihgt they cannot reasonably expect

permanent settlement under the scheme, therebipposesducing future flows.

Admittedly, establishing such a policy and its esponding structures would be tremendously
challenging, if the difficulty of agreeing on evarist of safe origin countries is any indication.

However, the failure to establish such a system mdyture lead to political fallout with far
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reaching consequences. This is particularly soi@wwf the demographic developments in
Africa and the Middle East, and the potential fonftict. Canning et al. (2015) estimate that the
population of Africa, Europe’s southern neighboill mcrease to 2.8 billion over the next 45
years. Africa’s population in 2013 was 1.11 billi@imilar projections are provided by a recent
(2015) UN report on the World Populatihywhich identifies Africa as the continent with the
fastest growing populations over the next decadédle Europe’s populations are shrinking.
This, in combination with sluggish economic devehgmt, climate change, unstable political
leadership, and possibly continued conflict, wertainly lead to increased migration pressures
on Europe€* Among the 20 countries ranked highest accordinip¢o2016 Fragile States Index
by the Fund for Peace (used by the OECD in thefroReon States of Fragility}, 17 are located
either in Africa (14) or in the Middle East (3),daoften overlap with the highest population
growth. Europe’s economic and political future wilierefore crucially depend on how it
manages future immigration. The current crisis isvake-up call to develop the necessary

institutions and implement needed coordinationggiepared for larger future challenges.

We should emphasize again that such a coordingstdrs is needed to deal with futuefugee
migrations Economic migrationshould be handled sovereignly by the different inenstates
by developing institutions that help selecting tiyge of immigrants and skills that are wanted.
But currently most member states lack a systemgoirous and clear migration management,

which partly explains the unfortunate confusiordebate between obligations of member states

3 https://esa.un.org/unpd/wpp/Publications/Files/\d/dPopulation_2015_Wallchart.pdf

3 Climate change induced phenomena such as desatitfi and scarcity of food is considered as ptessitiure
driver of large flows of “climate refugees”, espabi from the Sahel region of Africa (see
http://time.com/4024210/climate-change-migrants/).

$see
http://www.oecdilibrary.org/docserver/download/481%e.pdf?expires=1469989086&id=id&accname=guest&che
ksum=BD6D76E71DCEE19C1258F41351FD4168the OECD report, anidttp://fsi.fundforpeace.org/rankings-
2016for the index.
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under the GCR to provide asylum, and the econospecs and (dis)advantages of the current

refugee crisis.

Finally, the recent and ongoing conflicts in thedile East are a main reason for the
humanitarian disaster and the ensuing refugee fimeshave withessed over the past years.
Responsibility for interventions and policies tima&y have contributed to the current situation
lies also with European countri&sTo prevent refugee movements in the future, Ewanpe

foreign policy should learn from past experiencasd be aimed aavoiding conflict and

instability.
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Figures

Figure 1: From displacement to refugee status
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Figure 2: Evolution of refugee populations by orign continent (1980-2015)

o -

T T T T T T T T
1980 1985 1990 1995 2000 2005 2010 2015
Year

Africa Asia Europe S. America———- Tota

Note. The figure reports the evolution of the statkrefugees (in millions) by continent of origiand overall,
between 1980 and 2015. Source: Authors’ calculatltased on UNHCR data.

Figure 3 — Annual number of asylum applications byorigin continent (2000-2015)
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Note. The figure reports the annual number of amydpplications (in millions) by continent of origiand overall,
between 1980 and 2015. Source: Authors’ calculatltased on UNHCR data.
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Figure 4: Share of asylum applications cleared andpplications received in EU15, Norway,
and Switzerland (yearly averages for 2000—2014)
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Note. The table plots the share of applicationarelg against the applications received for EU15tias, Norway
and Switzerland. Numbers are yearly averages ®r2000 -2014 period. Source: Authors’ calculatibased on
UNHCR data.

Figure 5: Refugee status recognition rates and sharof asylum applications cleared in
EU15, Norway, and Switzerland (yearly average for @0-2014)
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Note. The figure plots the total recognition ragaiast the share of applications cleared for EUdintries, Norway
and Switzerland. Numbers refer to yearly averageghie 2000-2014 period. Source: Authors’ calcolaibased on
UNHCR data.
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Figure 6: lllegal border crossings in Europe by rote (2009-2015)
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Note. The solid line and right axis represent thieual number of detected illegal border crossimysfllions) into
the EU between 1980 and 2015; the vertical barsrtghe share of total crossings in each year tedeon the
Western Balkan route (red), Eastern Mediterranesnrsute (green), Central Mediterranean route qyglland
other routes (blue).

Source: Authors’ calculations based on Frontex.data
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Figure 7: Total asylum applications received betwee2009 and 2015 and refugee
population in 2009 by host country
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Note. The horizontal axis displays the 2009 stocldividuals with refugee status (full or subsigipper 10,000
population for all EU countries (plus Norway andi®erland); the vertical axis shows the cumulatedhber of
asylum applications between 2009 and 2015 per 0ga0Pulation. The straight line is the equalityelimbove which

countries were receiving a higher number of apptoa than their 2009 refugee stock.
Source: Authors’ calculations based on UNHCR data.

Figure 8: Refugee-native and immigrant-native emplgment gaps
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Note. The figure shows the unconditional and caow#l differences in employment probabilities betweEU15
and non-EU15 economic immigrants and natives, dbagebetween refugees and natives obtained ugiregrl
probability models. All regressions include hostigy fixed effects. Conditional employment gapsitcol for
gender, age (dummy variables for 5-year age groapd)education (dummy variables for lower secondemy
tertiary education). The sample includes all indindls aged between 25 and 64 not in full-time etiicaor
military service. We also report 90 percent confickeintervals based on robust standard errors.

Source: Authors’ calculations based on EULFS 20&18.d
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Figure 9: Employment gaps by area of origin
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Note. The figure displays the differences in empient probabilities between economic immigrants aatives
and between refugees and natives by area of astgained using linear probability models estimateparately for
each origin area. The regressions control for gendge (dummy variables for5-year age groups), atiluc
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and 64 not in full-time education or military seribut excludes economic immigrants from EU15 coest
NMS12 includes all countries that entered the EL2@94 and 2007: Malta, Cyprus, Estonia, Latviahlinia,
Poland, the Czech Republic, Slovakia, Slovenia,dduy Bulgaria, and Romania.

Source: Authors’ calculations based on EULFS 2008.
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Figure 10: Employment gaps by years since arrival
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Figure 11: Employment rate differentials by host cantry

(\!A
1 }
e :
: P
Q
: t
; dot
=
CI
- i
£ { {
>
9o
o< |
E v
ot
© |
II T T T T T T T T T T
B X ®? § 2 § E £ 8§ G &
8 s 8 ¢ 3 3 B 5 Ly
o = 0 E 5 5 & x
= o 3 = S [9) < o O w
S @ ¢ Z n o
0 O]
z
betas immigrants 90% Cl

¢ betas refugees ———— 90% Cl

Note. The figure plots employment rate differergtighnd 90 percent confidence intervals) betweemao@
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linear probability models estimated separatelyefach country that condition on gender, age (dumamiakles for
5-year age groups), education (dummy variabletofeer secondary and tertiary education). Due tdalenumber
of refugees in some countries, Italy, Spain anduget (It_Es_Pt) are grouped together, as are Gyand Greece
(Cy_Gr). The sample includes all individuals agetiAeen 25 and 64 not in full-time education or taily service.
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Tables

Table 1: Origin and destination of UNHCR'’s population of concern (year 2015)
Continent of origin

South
Africa Asia Europe ] World
America

. 19,124 29,423 2,672 7,765 58,991
UNHCR population of concern (thous.)

Refugees (thous.) 5,392 9,607 507 448 15,960
of which are asylum seekers (thous.) 659 1,146 179 177 2,162
Share of refugees 0.316 0.365 0.257 0.080 0.307

Refugees distribution across destinations
Africa  0.819 0.026 0.000 0.289

Asia  0.056 0.813 0.003 0.000 0.501

Europe 0.101 0.129 0.937 0.028 0.147

North America  0.019 0.025 0.057 0.430 0.039
Oceania  0.001 0.005 0.001 0.000 0.004

South America  0.003 0.001 0.001 0.541 0.020

Total 1 1 1 1 1
Note. The table reports, separately for each orgid for the world as a whole, the stock of theraldJNCHR population of concern (row 1), the stawk
refugees (including asylum seekers, row 2) andstbek of asylum seekers (row 3). All figures areressed in thousands. Row 4 reports the shardugfaes
(including asylum seekers) in the total UNHCR pepioh of concern. The bottom rows report the disttibn of refugees (including asylum seekers) feanh
origin continent across destination continents.
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Table 2: Different stages of becoming a refugee: Bhcase of Syrians

Millions %
Total population (pre-conflict) 21.96

Not displaced 10.10 46.0
Displaced: 11.86 54.0
of which: Internally displaced 6.56 55.3
Offered Resettlement (as of Apr 2016) 0.18 15
Refugees/Asylumseekers at 31/12/2015: 512 432
of which: in Neighboring countries (as of 31/12/2015): 4.56  89.0

of which: Turkey 2.50 54.9

Lebanon 1.06 23.3

Jordan 0.63 13.8

Iraq 0.24 54

Egypt 0.12 2.6

in EU28 +NOR +CH 0.49 9.6

of which: Germany 0.20 40.8

Sweden 0.10 20.8

Austria 0.03 6.8

Netherlands 0.03 6.5

Hungary 0.02 3.9

Note. The table reports the total Syrian populattbe number of internally displaced Syrians, thenher of Syrian citizens offered Resettlement saf@ host
country (the figure includes both confirmed pledgesd individuals actually resettled) and those dob&t neighbouring countries and in the EU (inahgdboth
asylum seekers and individuals with recognizedgedustatus). Source: Own calculations based on URIP@pulation Statistics data.
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Table 3: Total number of approved asylum applicatios and share with full Geneva refugee
status by host country

All origin countries Syria Afghanistan
refugee Share refugee are refugee Share
Host Country g€ with full "Y€ with fun Y9 with ful
status status status
eneva Geneva Geneva
granted granted granted
status status status
Austria 11,351 0.769 3,653 0.913 1,534 0.576
Belgium 8,479 0.810 1,705 0.740 1,269 0.638
Bulgaria 7,000 0.737 6,406 0.753 24 0.292
Croatia 26 0.615

Cyprus 1,243 0.073 926 0.000

CzechRep. 376 0.218 71 0.000
Denmark 5,670 0.689 4,002 0.782 128 0.188
Estonia 20 1.000
Finland 1,346 0.372 96 0.365 119 0.202

France 21,093 0.789 1,468 0.640 712 0.431
Germany 40,563 0.821 23,859 0.860 3,403 0.595
Greece 3,852 0.539 718 0.735 827 0.440
Hungary 476 0.504 171 0.643 75 0.227
Ireland 504 1.000
Italy 20,582 0.177 313 0.732 2,398 0.106
Latvia 23 0.130
Lithuania 91 0.264
Luxembourg 197 0.802
Malta 1,478 0.158 366 0.016
Netherlands 13,250 0.207 5,439 0.064 415 0.439
Norway 5,076 0.754 1,294 0.444 317 0.577
Poland 450 0.593 132 0.871
Portugal 109 0.165
Romania 753 0.503 467 0.385 51 0.627
Slovakia 113 0.124
Slovenia 44 0.773
Spain 1,583 0.241 1,162 0.105
Sweden 32,347 0.331 16,404 0.107 1,765 0.405
Switzerland 14,123 0.439 2,821 0.325 1,855 0.156
United Kingdom 11,874 0.906 1,423 0.976 713 0.851

EU15+NOR+CHE 191,999 0.578 64,357 0.545 15,455 0.431

EU28 + NOR+CHE 204,092 0.576 72,896 0.553 15,605 0.431
Note. For each EU host country, the table repdresrtumber of asylum applications approved and taeesof
applications granted full refugee status in 201ebeding to the Geneva Convention for all origin otries and then
separately for Syrians and Afghans. For countrieesg application process has more than one lewgl (est
review, appeal), the numbers for all levels arersgoh Source: 201UNHCR Statistical Year Book
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Table 4. Examples of heterogeneity in asylum polies across European countries

. . - Asylum seekers: denied access to the labd . . Asylum seekers:
List of safe countries of origin Dispersal policy effective access to the
market
health care
. L Maximum duration of the . in the .
# countries countries: o in place duration:
prohibition past
9 + EEA
Austria yes Cquntries/ ALBSF?IIBHC&EDATESN’\;E E, Yes 3 months no no With Limitations
Switzerland
. ALB, BIH, MKD,
Belgium yes 7 RKS, MNE, SRB, IND Yes 6 months no no Yes
14 + EFTA ALB, BIH, MKD, RKS, MNE,
Denmark yes Countries SRB, MDA, RUS, CAN, USA, - - no yes 1986-1994 -
MNG, AUS, JPN, NZL
3 months (valid travel document
Finland no Yes  holder) and 6 months (no valid trayel no no -
document)
ALB, ARM, BEN, BIH, CPV,
GEO, GHA, IND, MKD, MUS, e
France yes 15 MDA, MNG, MNE, SEN, SRB, Yes 12 months no no With Limitations
TZA
BIH, MKD, SRB, IR
Germany yes 5 GHA, SEN Yes 3 months no no With Limitations
Greece no No Immediate no no With Limitations
Ireland yes 1 ZAF No yes 2000 - (...) Yes
Italy no Yes 6 months no no Yes
ALB, BEN*, BIH, CPV, HRV,
Luxembourg yes 11 MKD, GHA*, RKS, MNE, SEN, | Yes 9 months no no
SRB, UKR
Netherands no Yes 6 months yes 1987- (... With Limitations
Norway no Yes Undefined yes 1994 - (..])
Portugal no Yes 1 month no no
Spain no Yes 6 months no no
Sweden no No Immediate no no 1984-1994 With Limitations
ALB, BIH, MKD, RKS, MNE,
SRB, MDA, UKR, GMB*, GHA*,
; . KEN*, LBR*, MWI*, MLI, IR
United Kingdom | yes 26 MUS*, NGA, ZAF, SLE*, BOL, Yes 12 months yes 2000 - (..}) With Limitations
BRA, ECU*, JAM, PER, IND,
MNG, KOR

Note. The table reports selected aspects of tHaragyolicies of Western EU host countries. Columreports the list of origin countries consideretega =
safe only for males); column 2 summarizes infororattn whether and for how long asylum seekers anged access to the labour market while decisions o
their applications are pending; column 3 documeritsther and for how long a dispersal policy is as been in place; and column 4 describes whetheotor
asylum seekers have effective access to health care
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Table 5: lllegal border crossings and asylum appl&tions in Europe, 2009-2015

PanelA: lllegal crossings to Europe, 2009-2015

Number of
Share of )
. Detected Ratio years country
Origin total
attempts 2015/2009 among top
attempts )
ten crossings
Syria 992,864 37.7% 1,431 4
Afghanistan 529,595 20.1% 29 7
Iraq 134,029 5.1% 29 3
Pakistan 131,350 5.0% 61 5
Albania 111,660 4.2% 0.3 6
Eritrea 95,687 3.6% 19 5
Kosovo 57,544 2.2% 36 3
Somalia 54,451 2.1% 2.1 6
Nigeria 48,491 1.8% 14 5
Bangladesh 44,331 1.7% 48 4
Total 2,633,896 17

Panel B: Asylum applications in Europe, 2009-2015

Number o
Share of . u f
. L Ratio years country
Origin Applications total
o 2015/2009 among top
applications .
ten applicants
Syria 595,869 16.9% 77.33 4
Afghanistan 360,542 10.2% 8.10 7
Serbia and Kosovo 271,235 7.7% 457 7
Iraq 214,471 6.1% 6.51 6
Eritrea 151,754 4.3% 4.95 7
Russian Federation 145,634 4.1% 0.94 5
Pakistan 143,284 4.1% 4.77 7
Somalia 126,815 3.6% 1.00 6
Nigeria 108,889 3.1% 2.51 6
Albania 107,817 3.1% 32.91 3
Total 3,522,378 4.74

Note. Panel A reports, for Europe as a whole, tiraber of detected illegal crossings of Europeanldsr between
2009 and 2015 separately for each of the 10 maginocountries, the share of nationals from eadgircountry
among total illegal crossings, the ratio of detéateossings in 2015 to detected crossings in 2808,the number
of years each country has been among the top Ifinocbuntries in the 2009-2015 period. Panel B rspo
separately for each of the 10 main origin countifiesnumber of asylum applications filed in Eurdygtween 2009
and 2015, the share of nationals from each origimtry among total asylum applications, the rafiamplications
in 2015 to applications in 2009, and the numbeyeairs each country has been among the top 10 adgintries in
the 2009-2015 period.

Sources: Panel A: Author elaboration of FrontexadBtnel B: Authors’ calculations based on UNHCRda
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Table 6: Total asylum applications in Europe betwee 2009 and 2015 by host country
Tot Asylum Application 2009-2015

Host Country
thousands per 10,000 pop

Germany 914.5 111.5
Sweden 417.3 450.8
France 396.0 61.5
Italy 265.3 45.0
Hungary 245.8 245.1
United Kingdom 205.1 33.1
Austria 187.2 224.5
Switzerland 155.1 201.3
Belgium 150.4 139.9
Netherlands 133.4 80.9
Norway 98.9 206.0
Greece 73.8 66.5
Denmark 61.4 111.3
Poland 61.0 16.0
Finland 54.2 101.7
Bulgaria 41.4 55.5
Spain 354 7.7
Cyprus 14.0 175.6
Ireland 11.7 25.9
Malta 114 278.6
Romania 9.6 4.7
Luxembourg 9.1 185.0
Slovak Republic 5.5 10.2
Czech Republic 4.8 4.6
Croatia 3.8 8.8
Lithuania 2.3 7.1
Portugal 2.2 2.1
Slovenia 1.5 7.5
Latvia 1.4 6.4
Estonia 0.5 3.7
EU15 + NOR + CHE 3170.9 77.6
EU28 + NOR + CHE 3574.0 69.5

Note. The table reports for each EU host counthys(Norway and Switzerland) the total number ared itbmber
per 10,000 population of asylum applications reegilsetween 2009 and 2015 (in thousands).
Source: Authors’ calculations based on UNHCR data.
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Table 7: Refugees and asylum seekers as a sharéhaf population, 2014
Panel A: Middle Eastern Countries

Country Refugees per
Refugees population 10.000 population
Lebanon 1,161,439 4,546,774 2,554
Jordan 672,862 6,607,000 1,018
Turkey 1,693,686 76,667,864 221
Iraq 279,585 34,812,326 80

Panel B: EU Countries (plus Norway and Switzerland)

Stock of individuals with
individuals refugee status +
with refugee asylum seekers
status (full or ~ Asylum Country per 10.000
subsidiary) seekers population population
Sweden 142,152 56,717 9,644,864 206
Norway 46,980 7,094 5,107,970 106
Switzerland 62,566 20,762 8,139,631 102
France 252,228 55,814 65,889,148 47
Denmark 17,737 4,245 5,627,235 39
Germany 216,921 226,116 80,767,463 55
United Kingdom 117,093 36,294 64,351,155 24
Italy 93,662 45,675 60,782,668 23

Note. Panel A reports the total number of refugdescountry’s population, and the number of re&ggper 10.000
population in selected Middle Eastern countrie20d4. Panel B displays the total number of indigiduwith full
GCR or subsidiary refugee status, the total nurobasylum applications, the country’s populationd Zhe number
of individuals with refugee status plus asylum seelper 10,000 population in selected Europeantdesrin 2014.
Source: Authors’ calculations based on UNHCR data.

Table 8: Basic characteristics of refugee populatio(EUFLS 2008)

Immigrants Immigrants

Refugees non-EU15 EU1S Natives
Share of males 0.61 0.47 0.47 0.50
Mean age 43.9 41.2 42.6 44.7
Share with Lower-secondary education 0.38 0.44 0.27 0.32
Share with Tertiary education 0.23 0.22 0.28 0.26
Number of observations 2,554 33370 440,594

Note. The table compares socio-economic charattsrisf refugee migrants (who entered the counagabse of
international protection), economic migrants frokd15 and non-EU15 countries, and natives. The sampledes
all individuals aged between 26 and 64, not in atlan or military service. Source: EULFS 2008.
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Table 9 - Refugee-Immigrant (non-EU15) employmentap

Conditional Conditional
Baseline on years on area of
since arrival origin
(1) (2) (3) (4)
Refugee-Immigrant gap -0.109***  -0.121***  -0.083***  -0.095***

Conditional
on both

(0.017) (0.017) (0.017) (0.016)
Years since arrival FE X X
Area of origin FE X X
Observations 468,404 468,404 468,404 468,404
R-squared 0.216 0.216 0.217 0.218

Note. We regress the usual employment indicataroimdicator for refugee, a foreign-born one (whécjuals 1 for
both immigrants and refugees, and 0 for nativesjvals as the usual individual characteristics (alyggnmies,
gender, education dummies) and country of residéined effects. We then, from column 2 onward imguthe
refugee indicator and a full set of interactiongween the foreign-born indicator and years singévalr ones
(column 2), between the foreign-born indicator anda of origin ones (column 3), and between theidorborn
indicator and both years and area of origin onetufen 4). With such a specification the coefficiemt refugee
(reported in the table) delivers the mean diffeeebetween employment probability of refugees and-B015
immigrants within each value of year since arriial column 2) and within each area of origin (inwon 3) or
within both (in column 4). Sample: individuals agbdtween 25 and 64, not in education or militargvise.
Immigrants from EU15 or North America are excludBdbust standard errors in brackets. *** p<0.01 p¥0.05,

*p<0.1

Table 10: Educational attainment and employment prbabilities of recent refugees in
Germany

school attendance labor market participation
upto9 10-14 atleast15 looking for out of the
none  years years years employed work labor force intraining
Afghanistan  18.3 27.8 48.9 2.8 29.1 20.7 19.9 16.3
Irag 25.9 41.4 25.7 35 38.9 215 26 6
Syria 16.1 35.5 41.5 4.3 24.7 26.4 27.8 6.9
N 2,403 2,805

Note. The table summarizes the results of 2014GerMaistry for Immigration and Refugees survey, @i
focused on individuals who obtained official refeggtatus and initially applied for asylum in Germdretween
2007 and 2012.
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Data Appendix

A.1 Asylum applications and refugee status recogn@ns

The annual information on UNHCR'’s population of cem and asylum application processing
are taken from the UNHCR Statistical Online PopatatDatabase, which classifies persons of
concern as follows: (aefugeesindividuals recognized under the 1951 Conventelating to

the Status of Refugees, its 1967 Protocol, andier 1969 OAU Convention Governing the
Specific Aspects of Refugee Problems in Africajividlials recognised in accordance with the
UNHCR Statute; individuals granted complementamyn® of protection or enjoying temporary
protection; and, since 2007, individuals in a reftjke situation; (b)asylum seekers,
individuals who have sought international protectamd whose claims for refugee status have
not yet been determined; (c@turned refugeesformer refugees who have returned to their
country of origin but are yet to be fully integrdtg(d) internally displaced person@DPs),
individuals who have been forced to leave their @®mr places of habitual residence as a result
of, or in order to avoid the effects of, armed dichfand who have not crossed an international
border; (e)returned IDPs IDPs who were beneficiaries of UNHCR's protectsomd assistance
activities and who returned to their areas of origr habitual residence during the year; (f)
stateless persongg) other individuals of concefrthose who do not fall directly into any of the
previous groups but to whom UNHCR extends its mtode and/or assistance services. The data
on asylum application processing include the numbar applications submitted, pending
applications at the beginning and end of the yaaplications recognized, applications rejected,
and applications otherwise closed. Data are repdnilaterally for all world countries. As of the

time of writing, the data, which are available ore| had been updated to December 31, 2014.
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UNHCR also provides a monthly data set of asylupliegtions lodged in 38 European and 6
non-European countries between 1999 and 2015. Wiossible, our figures exclude repeat/re-

opened asylum applications and applications lodgedppeal or with courts.

A.2 lllegal crossings

Quarterly data on illegal entries by route andiargpuntry for each quarter from Q1 2009 to Q4
2015 were obtained from Frontex, the European Agdac the Management of Operational
Cooperation at the External Borders of the MembliateS of the European Union, which began
gathering such information in 2009. Frontex defifllegyal crossings as “the number of third-
country nationals detected by Member State authsrivhen entering or attempting to enter
illegally the territory between border crossingrgeiat external borders”. The recorded number
of illegal crossings may differ from the actualvito of undocumented immigrants for at least
two reasons: First, not all illegal crossings aetedted, meaning that detected crossings are a
lower bound for actual unauthorized crossings.gdle crossings are determined by the
combination of the number of people who attempillagal entry and the level of enforcement.
Any variation in the number of detected crossirlgsrefore, can be due to variations both in the
underlying flow of people and in the border enfoneamt intensity. This complicates
comparisons over time and across routes of recacdEssings. A second issue is that multiple
entry attempts by the same migrant are re-coudadjng to an over-estimation of the number
of individuals attempting to cross the border idhg Nonetheless, in the absence of reliable
information on the size of these two effects, deiddllegal crossings are the best available

proxy for undocumented migratory pressure.
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The data set distinguishes between the followinmg moutes: the Central Mediterranean route,
the circular route from Albania to Greece, the easborder route, the Eastern Mediterranean
routes (sea and land), the West African route Waestern Mediterranean routes (sea and land),

and the Western Balkan route.

A.3 Labour market outcomes of refugee and economimigrants

Our analysis is based on the 2008 wave of the Eampabour Force Survey (EULFS), which
is conducted in the 27 Member States of the Eurmopkaon and two countries of the European
Free Trade Association (EFTA). It is a large qudytBousehold sample survey of people aged
15 and over, as well as of persons outside theulatooce. The National Statistical Institute of
each member country is responsible for selectirgg dample, preparing the questionnaires,
conducting the direct interviews among househcddaisl forwarding the results to Eurostat in

accordance with the common coding scheme.

In certain countries, the 2008 survey included @hac module that asked for information on
reason for migrationthereby allowing us to identifiefugeesversus othefeconomic) migrants

We therefore focus our analysis on the countriestirth this ad-hoc module was administered:
Austria, Belgium, Cyprus, Germany, Spain, Francee@Ge, Ireland, Italy, Netherland, Norway,
Portugal, Sweden, and the UK. The reason-for-nmmgnaguestion was asked to all non-native
individuals who arrived in the country of resideneieen they were over 16 years of Hg&he

2008 interviewees were asked to choose among &rspti(1) employment, intra-corporate

transfer; (2) employment, job found before migrgtit3) employment, no job found before

37 Non-native individuals (immigrants and refugees) defined as “foreign born” in all countries exc&ermany
where they are defined as “foreign nationals”.
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migrating; (4) study; (5) international protectiq®) accompanying family/family reunification;

(7) family formation, and (8) other. We assign laleelrefugeeto all those who selected option

5, international protection, and the lalkeebnomiamigrantto all those choosing any of the other
reasons. The sample for our empirical analysisuges individuals of working age (between 26
and 64 years old), not in full-time education otitay service. After dropping all observations
with missing data on education, reason for migratmr area of origin, we have an estimation
sample of 476,518 individuals, of whom 440,594 rsaves, 33,370 are economic immigrants,

and 2,554 are refugees.
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Appendix Tables

Table Al: Refugee-native and immigrant-native emplpment rate differentials

(1) (2) (3) (4) (5) (6)
Immigrant -0.059***  -0.085***  -0.069***
(0.004) (0.004) (0.004)
Refugee -0.161%**  -0.216***  -0.183***  -0.161*** -0.215%** -0.183***
(0.017) (0.017) (0.016) (0.017) (0.017) (0.016)
Immigrant_EU15 -0.032%*%*  -0.041***  -0.043%**
(0.007) (0.006) (0.006)
Immigrant_nonEU15 -0.072***  -0.105***  -0.082***
(0.005) (0.005) (0.005)
Gender and age X X X X
Education X X
Observations 476,518 476,518 476,518 476,518 476,518 476,518
Mean of outcome 0.73 0.73 0.73 0.73 0.73 0.73
R-squared 0.019 0.184 0.217 0.019 0.184 0.218

Note. The table reports differences in employmenbabilities between economic immigrants/refugesative to
natives (columns 1-3) and between EU15/non-EU15 igrants/refugees relative to natives (columns 4-6)
estimated using linear probability models. The danmcludes all individuals aged between 25 andréd,in full-
time education or military service. All regressiamntrol for gender (dummy for male), age (dumniass-year
age groups), education (dummies for lower seconaiadytertiary education), and host country fixefd@t. Robust
standard errors are in parentheses. *** p<0.01p<¢6.05, * p<0.1.

Table A2: Employment rate differentials by origin area

Other Other South & N.Afrlca &
NMS12 ] ] Middle
Europe Africa East Asia
East
(1) (2) (4) (5) (3)
Immigrant -0.031***  -0.083*** -0.034*** -0.101*** -0.182***
(0.009) (0.009) (0.011) (0.011) (0.010)
Refugee -0.056 -0.083***  -0.224***  -0.234***  -(0.325%**
(0.056) (0.027) (0.036) (0.041) (0.033)
Observations 445,719 447,643 443,300 444,664 445,365
R-squared 0.226 0.227 0.227 0.226 0.228
F-test (Imm. Vs Ref.) 0.21 0.00 25.03 9.96 17.45
Prob>F 0.65 0.99 0.00 0.00 0.00

Note. The table reports differences in employmeababilities between economic immigrants/refugews rzatives
estimated separately (using linear probability n)der different origin areas. The sample includésndividuals
aged between 25 and 64, not in full-time educatiomilitary service. Economic immigrants from EU&&untries
are excluded. All regressions control for gendge &dummy variables for 5-year age groups), edocaiiummy
variables for lower secondary and tertiary educdtiand host country fixed effects. We also repests for the
equality of coefficients for economic immigrantsrsgs refugees. Robust standard errors are in [heeseg. ***
p<0.01, ** p<0.05, * p<0.1.
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