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1. Summary

This policy brief presents some preliminary findings of a recent
research regarding the economic impact of legal immigration in
terms of growth and unemployment in a large panel of European
countries. It sheds some light on a useful and interesting question
for policy debate by explicitly distinguishing refugee and economic
category immigrants. Our research reveals a non-negative effect of
immigration on per capita growth and on employment. The results
allow to consider particular implications for the collaboration of EU
countries on the immigration issue and seek to inform more specific
and actionable public policy interven-tions.

2. Introduction

War, extreme violence, human right violations and persecution
worldwide are prompting millions of people to be involuntarily dis-
placed. In 2015, the number of forcibly displaced people in the wor-
Id was the highest ever recorded, having reached 65.3 million.

According to the UN High Commissioner for Refugees, this number
has risen sharply in five years, from 42.5 million in 2011 to 45.2 mil-
lionin 2012, 51.2 million in 2013 and 59.5 million in 2014. Refugees
abroad represent only a fraction of the population displaced by war
and conflicts (nearly 21.3 million persons in 2015). Most of the in-
crease happened between 2012 and 2015 was mainly driven by the
onset of the Arab Spring and thus the new or reignited conflicts as
in Syria, Iraq and Libya, together with older crises as in Afghanis-
tan or South Sudan. This has made the refugee crisis a global crisis
and has created from the beginning a climate of heightened uncer-
tainty surrounding its political, economic and societal implications
in many developed countries. But much international attention has
focused on asylum seekers and migrants arriving in Europe during
2015 by sea and the dramatic increase in their number.
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In the European framework, these refugees’ inflows were led to controversial discussions about their long-
term implications and marked a shift in the European position towards the arrival of refugees. This happened
at time Europe seemed entangled in the economic crisis of 2008 with a long period of weak growth and high
unemployment. Also, immigration issues have come to the forefront due to an anti-immigration sentiment
that is on the rise across the continent. In this context, both forced migration and economic migration have
become one of the core concerns in the public debate in many important receiving countries. As many of the
key issues in the immigration policy debate are economic, the latter is often fueled by the perception that
immigrants take away jobs from existing population, thus contributing to an increase in the unemployment
level, or by the concern about immigrants as a drain on public service resources. These negative perceptions
risk compromising efforts to adapt migration policies to the new economic and demographic challenges facing
European countries.

Should European countries be concerned with the effects of immigration inflows? In order to answer this
guestion, we examine the potential economic consequences of immigration for European economies by dis-
tinguishing between general migration, economic migrants and refugees. Labour migration represents only
a fraction of all movements to the Europe, and more came through other channels, including family, huma-
nitarian and free-movement migration (Figure 1). But even though most migration is not directly driven by
workforce needs, immigrants are playing a significant role in the most dynamic sectors of the economy. New
immigrants represented 15% of entries into strongly growing occupations in Europe (OECD, 2014). These in-
clude notably health-care occupations and STEM occupations (Science, Technology, Engineering and Mathe-
matics). Also, in Europe, immigrants represented about a quarter of entries into the most strongly declining
occupations (24%) including craft and related trades workers as well as machine operators and assemblers.

Figurel. Immigration influx to Europe (Thousands)
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Notes: This figure shows the number of persons who moved for reasons humanitarian protection is still lower compared
to other forms of immigration. The countries considered are: Austria, Belgium, Denmark, Finland, France, Germany, Ire

land, Italy, Netherlands, Portugal, Spain, Sweden, United Kingdom.

While special attention has been devoted to the analysis of how such inflows of immigrants have affected
some aspects of host economies such as labor markets and economic growth, the distinct impacts of the
different types of immigration on the receiving country’s economy have not received enough attention
among policy makers and academic studies. Indeed, there are less than a handful of studies on macroeco-
nomic contribution of refugee inflows to the European economies. The economic effects of humanitarian
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migration are still understudied and not well understood because the context in which forced migration
takes place is usually distinct from that of economic migration. In fact, in contrast to refugees, economic
migrants not only decide whether or not to migrate but also which country to migrate and thus weigh the
benefits of this decision. And countries that host refugees do so for humanitarian not economic reasons.
Due to the different characteristics of refugee and economic migrants, a potential question is to assess
whether these differences have any economic implications.

3. What is the evidence on the economic impact of immigration in Europe?

Our empirical analysis considered permanent immigration inflows toward Europe and two groups of immi-
grants: refugees or people fleeing war, violence and persecution in their home country, and economic mi-
grants or people seeking an improvement in living standards. We also ask whether migration in general (wor-
kers, refugees, family migrants, etc.) can have an impact on host countries through our dependent variables
economic growth and unemployment rate. The available data on immigration by category covers the period
2003-2016 for a panel of 10 countries (Belgium, Germany, Netherlands, France, UK, Italy, Spain, Denmark,
Finland, and Sweden).

From a methodological point of view, we use a panel quantile regression approach to explore, from a new
perspective, the relationship between specific migration sub-categories and economic growth and unemploy-
ment. A major feature of the quantile regression method here is to examine whether this relationship can vary
with the quantile value of the economic growth and the unemployment rate. This would in turn help to pro-
vide accurate information on the impacts of immigration (all migrants, refugees and economic migrants) de-
pending to the economic conditions: favorable (indicated by high economic growth and low unemployment)
and unfavorable (indicated by low economic growth and high unemployment). The reciprocal can be also true,
since both growth and employment can affect immigration. This can occur when migrants are attracted by
host countries that are enjoying current economic success (i.e., high economic growth or low unemployment
rate). Therefore, there is a potential endogeneity problem of immigration inflows, taking into account by per-
forming an Instrumental Variable Quantile regression. In fact, in this study, we seek to identify in which part
of the distribution of the dependent variables (i.e. economic growth and unemployment rate), the reverse
association occurs. Concretely, it may be thought that migrants do benchmarking by choosing, for example,
countries that are best for them (i.e., with high economic growth and / or low unemployment). This is the
first time, to our knowledge, that we determine by means of a test for endogeneity in conditional quantiles,
the parts where the relationship between migration and growth (or between migration and unemployment)
is exogenous, and those where this association is rather endogenous. We call this model a “hybrid” quantile
regression. Such accurate assessment permits to locate the quantiles where endogeneity is supported and the
specific quantiles where endogeneity can be rejected.

Our results show that the impact of immigration on growth is generally positive, and its impact on unemploy-
ment is negative. In particular, for all migrants, a positive (negative) linkage between migration and growth
(unemployment) is shown when the growth or unemployment is low or high. But labor migration is optimal
when the growth is low or at the medium level and unemployment rate is low. On the other hand, the impact
of humanitarian flows on economic growth (and unemployment) is positive (negative) and significant only
when the growth and unemployment are relatively modest.

4. Conclusion

The findings in this brief confirm the benefits associated with the immigration inflows. Specifically, we show
a positive relationship between migration and economic growth and find that migration flows do not increase
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unemployment, on the contrary it reduces whereas some heterogeneity is captured depending to the econo-
mic conditions of host countries. Accordingly, it seems to be fair to conclude that on current empirical evidence
fear of negative effects of immigration on growth or employment are not easily justifiable. Such findings are
consistent with the empirical evidence from international research indicating the positive impacts of immigra-
tion on the host population through provision of skills currently unavailable or engagement in entrepreneurial
activities that provide opportunities to residents. Also, one could think that immigrants who have high levels
of productivity and who adapt rapidly to conditions in the host country’s labor market can make a significant
contribution to economic growth (Borjas, 1994).

Our research concerning humanitarian migration contributes to the existing studies in several dimensions.
For many European countries, forced migration pose huge social and budgetary challenges but may also offer
economic opportunities. To the best of our knowledge, this is the first attempt to address the possible impacts
of some types of immigration, i.e. humanitarian and labour migration on the receiving countries. Also, most
studies ignore the fact that the effect of immigration could vary throughout the distribution of the dependent
variables such as economic growth and unemployment rate. Further empirical research is needed to better
understand the channels through which refugee and economic category immigrants affect growth, and how
these effects vary for different countries across different time spans.

5. Some policy implications

The findings in this brief imply that there are realistic routes by which immigration can affect economic out-
comes in European countries. Informing public opinion in this regard might influence attitudes towards immi-
gration and discrimination practices; this seems a relevant policy recommendation. On the other hand, the
complexity of migration requires a global approach to policies in Europe. Some studies highlight the low geo-
graphical mobility of European workers as central in many explanations of unemployment whereas the mo-
bility of migrants workers within the same host country or across European countries, in response to regional
economic differences in labor market opportunities, is high (David et al., 2010, Rged and Schgne, 2012). This
indicates that migration helps address labour market imbalances. Also, when choosing where migrants may
settle, it seems quite prominent to consider where appropriate jobs that match their skills can be found based
on their profile such as their education level and work experience. Concerning refugees, in several countries,
the programming for resettled refugees is often short-term, and the measures that aim to ease their integra-
tion into the labor market do not take into account the particularity of refugees by considering whether the
goal is short or long-term integration. Also, the economic integration of refugees can be harmed by the legal
constraints since there are restrictions on taking up work during the asylum application. The rapid labor mar-
ket integration is also a key to reducing the net fiscal cost associated with welcoming refugees.

Moreover, the implementation of European immigration policy requires taking into account the factors that
attract migrants into the destination country. An example of such factors is the labour market condition in host
countries that could considerably influence the policy efficiency. The severeness or the benevolence of this
policy should be, at least, coordinated with the economic and social capacity of each European country, the
degree of information dissemination in the society, and its level of anti-immigrant sentiment. Many European
countries experience high levels of anti-immigrant opinions and poor boundaries of sociopolitical acceptability
revealed recently when hosting a much smaller number of refugees has evoked a significant political backlash.

Before ending, we want to point out that the recent refugee crisis was a wake-up call to undertake the
required coordination for great future challenges. With the climate change, the political instability, and the
continued conflicts in many home countries, migration pressures on Europe seem likely to increase further
over the coming decades.
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