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Refugees are a major global issue. Millions have reached Europe, escaping poverty or civil war in Africa 
and the Middle East. Thousands have died in the perilous crossing to the continent, by sea or land. In 2015 
alone, over a million refugees arrived in Europe, with 4,000 feared drowned in their attempt to reach the 
continent (Clayton and Holland, 2015). Things are not so different in Asia. Nearly 700,000 have fled the 
destruction of their homes and persecution in the northern Rakhine province of Myanmar (Burma) for 
neighboring Bangladesh since August 2017 (BBC, 2018). 

In 2018 there were over 65 million forcibly displaced people worldwide. Of these, 17.2 million were 
classified as refugees (UNHCR, 2018). On that year, almost 40% of refugees came from just three countries 
– Syria, Afghanistan and South Sudan, and Turkey (2.9 million), Pakistan (1.4 million) and Lebanon (1 
million) hosted the most refugees. We can see on Table 1 that most refugees are in Africa and Asia, but 
those who seek asylum do so mostly in Europe and North America. 

Table 1 – Number of refugees, asylum seekers and returned refugees around the World, 2016. 

Region of asylum Refugees Asylum seekers Returned refugees 

Africa 5,531,693 537,609 166,488 

Asia 8,606,173 465,792 385,259 

Europe 2,301,096 1,148,856 209 

Latin America & the Caribbean 322,403 88,056 204 

Northern America 370,291 566,584 - 

Oceania 53,671 30,220 - 

Source: UNHCR Statistical Yearbook, 2016 (2018). 

Dustmann et al (2017) describe the differences between displacement and refugee status and under which 
conditions people can apply for asylum in hosting countries. Refugees benefit hosting countries by 
improving their demographic makeup, increasing labor supply, productivity and diversity. But there are 
adjustment costs. In the short run, host countries face pressure on the provision of public services, and there 
might be frictions between the local population and the new arrivals, on unemployment and on the wages 
of low-skilled workers.  

The size of long run effects (benefits and costs) depend on many factors, such as the number of refugees 
and, the position of the national economy in the business cycle, how well refugees integrate, their level of 
education, the conditions of the labor market and more. Usually, there is a political backlash against waves 
of refugees regardless of potential economic benefits.  

The situation of refugees is different than that of economic migrants. Dustmann et al (2017) explain that 
“only a relatively small fraction of the total displaced population manages to reach a country that has a 
formal system of refugee status recognition. Moreover, because displaced persons are generally unable to 
obtain the documentation (e.g., visas, passports) required to legally access destination countries, these 
inflows are usually unauthorized border crossings using forged documents and/or the help of smugglers. 
Once arrived in the host country, displaced persons have the right to apply for asylum and reside in the host 
country until a decision is made, and receiving countries are prohibited from using their illegal migration 
to reduce their chances of recognition as refugees. The process outcome can either be recognition of full 
Geneva refugee status, the offer of some form of temporary humanitarian protection, or a rejection. Rejected 
asylum seekers have to either leave the host country autonomously or be returned to their home country. 



For many, however, the principle of non-refoulement applies, preventing the host country from expelling 
these individuals but leaving them with an undefined status (which often leads to undocumented 
residency).”  

Tumen (2016) exploits a quasi-natural experiment design to estimate the economic effects of the rapid, 
massive, and unexpected flows of Syrian refugees into Turkey.  He estimates the impact of these flows on 
labor markets, consumer prices, and housing rents. Tumen (2016) observes that: “The Turkish government 
immediately constructed a number of accommodation camps nearby the Turkey-Syria border and provided 
subsidized food, health, education, and other services to the refugees, which led to significant bunching of 
refugees around the camps.” His analysis naturally focus on short-run outcomes.  

Regarding labor outcomes, the Syrian refugees’ waves reduced the likelihood of having an informal job by 
2.26 percentage points for natives in those regions compared to the natives in the control region. But the 
unemployment to population ratio increased by 0.77 percentage points, while the labor force participation 
declined by 1.03 percentage points. The negative impact of Syrian refugees is amplified by two effects: 
refugees are not granted official work permit and informal employment is prevalent in Turkey. Finally, 
there is no statistically significant effect of the refugee inflows on the wage earnings of the native 
individuals, which holds for both formal and informal wage earners. As for consumer prices, they have 
declined because of refugee inflows in the hosting region. Finally, estimates suggest that refugee inflows 
have generated an increase of 5.5% in housing rents. 

As we can see, there are always costs and benefits and results are not clear-cut. That is no different regarding 
the economics of refugees. And this is without considering moral arguments. Should society privilege locals 
over foreigners? If so, to which extent? What is the moral imperative once civil war is raging next door?  

 

Questions for discussion. 

1) Using the version of the Solow model of chapter 3, what should be the long-run effects of refugee 
waves on host countries? Do you think that the model captures all the relevant long-term outcomes 
related to refugee waves? Explain your answer. 

2) Refugee crises bring to fore one important moral issue: how much more should public authorities 
care about foreigners relative to the national population? Evaluate the following statement: “The 
less one cares about nationalism, the harder it is to argue against barring refugees”. 

3) Does the position of a country in the business cycle change the response to refugee waves? Explain 
your reasoning. 
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