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Abstract: We witness an unprecedented Age of Migration, with massive inflows of refugees in
search for survival, escaping conflict and persecution in their home communities. In the last
two years, migration as a whole, and asylum and border management in particular, were put
under severe pressure, with a relevant input given by media coverage in Europe, often
portraying refugees as main source of instability in EU - “marginalization makes them easy
targets for scapegoating by far right parties, which have gained increasing support throughout
Europe by exploiting fears and inciting resentment”’ (Rudiger and Spencer, 2003: 12). Member
States seemed unable to respond effectively to such crisis. The latest influx of newcomers
reopened the debates on border controls and humanitarian aid, but also on the social and
economic challenges that need to be addressed. The article investigates the socio-economic
impact of the refugees in EU, with a focus on the costs and benefits, starting from the
assumption that the short and medium term costs will be shadowed by the long term benefits.
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Preliminary

The latest inflows of refugees should not be understood as new or unexpected. The need to
escape conflict and persecution from a war-torn land, as an act of despair or an attempt to survive
has always led people to use migration, as an out of necessity strategy’. However, in the last two
years we witnessed huge influxes of refugees in Europe. According to UNHCR, “an estimated

! Migration out of choice and migration out of necessity are mainly analysed in the context of the migration
development nexus.
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number of 362,000 refugees and migrants risked their lives crossing the Mediterranean Sea in
2016, with 181,400 people arriving in Italy and 173,450 in Greece. In the first half of 2017, over
105,000 refugees and migrants entered Europe”. This journey is a dramatic one, with more than
2,000 deaths on the sea. All these figures have an emotional impact, on both refugees as well as
receiving communities, and media contributed in putting a face on suffering, as we accept that
behind migration statistics there are ... people!

The data gathered by the European Commission reveals that the asylum applicants admitted in
host countries originate mainly from Syria, Iraq and Afghanistan, countries facing instability and

poverty:

Graph 1. Recognition rate for asylum applications in the EU, by citizenship
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According to the data provided this year by Eurostat, “the number of persons seeking asylum
from non-EU countries in the EU 28 during the second quarter of 2018 was 137 000, a number
around the levels recorded in 2014, before the peaks 0of 2015 and 2016 (Asylum Quarterly Report,
2018). The latest inflows of newcomers led to some extreme approaches adopted by many
receiving countries, from negative media coverage to denied access to EU borders, as signs of a
revival of Fortress Europe. Still, no one can ignore the following facts:

- Europe is facing an unprecedented number of newcomers, diverse in terms of
educational background and skills, a challenge for any socio-economic integration
programs;
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- Germany absorbed more refugees than any other country in the EU, in absolute terms.
Still, on a per-capita basis, Sweden and Austria are the largest destination countries. In
2015, Germany adopted the highly criticized “open border” policy, taking in 890,000
refugees and receiving 476,649 formal applications for political asylum (Trines, 2017);

- Inthe latest inflows, a relevant part is represented by unaccompanied children, exposed
to serious emotional and physical distress;

- Economic migrants are blended in the general inflows of refugees, so it is important to
distinct between those in need for humanitarian support and those in search for a better
life, who may return to their home countries, without endangering their lives;

- Most of the newcomers used illegal networks to access transit and destination countries
in Europe;

- EU allocated more than 2 billion euros for humanitarian and non-humanitarian aid, in
order to support refugees;

- Due to the forced nature of their migration and the traumatic experiences frequently
associated with it, many refugees suffer from psychological strain, a topic barely
included in any host country intervention programs;

- Despite the criticism of inefficiency, in the last 20 years, EU applied high standards in

terms of asylum and border management.

The socio-economic impact of the refugees in EU

In the following sections, we intend to balance the costs and benefits of the latest inflows of
refugees in EU, starting from the assumption that, on the short term, costs overweight benefits,
while on the long term, benefits prevail.

According to the Dublin Mechanism, asylum seekers can only apply for asylum in the first EU
country they enter, and they risk deportation if they try to apply in another state. It is important to
distinct between asylum seeker status and the refugee one, the latter, referring to “persons fleeing
armed conflict or persecution, facing a situation that it’s often so perilous and intolerable that they
cross national borders to seek safety in nearby countries. These are people for whom denial of
asylum has potentially deadly consequences” (UNHCR, 2016). Thus, the refugee status implies
migration out of necessity in a real sense, while migrant status is a result of the migration out of
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choice. The controversy related to the uneven application of the Dublin regulations by different
states heated the debate on the need for a profound reform of the entire system.

Most of the cost-benefit analysis of migration phenomena focused on the role of economic
migrants, in the context of the migration—development nexus?, revealing the beneficial impact of
labour migration on source countries, in terms of financial remittances, as well as non-financial
remittances like transfers of new ideas, attitudes, behaviours, practices (migrants acting as change
agents as they return to their home countries).

In order to tackle the issue of the costs and benefits of the latest refugee influx, we will refer
to their impact on demography, labour market, especially employment, and fiscal contribution of
the employed newcomers.

The impact of the refugee inflows on demographics

No one can deny that EU is facing alarming demographic trends. It is well known that Europe
is dominated by a dramatic shrinking of the population, along with the aging phenomenon, costly
in terms of granting social benefits, providing care and health services for the elderly, in the context
of increasing aged dependency ratio (in EU 28 it reached 28.8 % in 2015, and a projected ratio of
50.3% is expected for 2050, according to Eurostat (2016). Nevertheless, Europe witnesses a drop
in the fertility rate (1.5 children per woman), along with low population growth (the lowest being
registered in the main destination countries like Germany, Greece or Italy).

Moreover, according to 2015 Aging Report released by the European Commission, “in 2060
people will live (on average) six years longer than today. According to Eurostat statistics, the
proportion of the population aged 65 or older will rise from 18.5% in 2014 to 28.4% in 2060. As
a consequence, [...] the old-age dependency ratio is expected to decrease from around 4 to 1 in
2013 to 2 to 1 by 2060” (European Parliament, 2015: 4). It becomes clear that Europe is in real
need of a demographic boost, therefore, the refugee influx with large proportion of young active
persons should be considered a proper answer. The host countries need to start designing and
implementing family oriented policies, supporting access to health and care services (previous

inflows proved to be beneficial in terms of return on investments: once on the labour market,

2 Probably, the most relevant contributions belong to Papademetroiu and Martin, 1991 and Van Hear and Sgrensen,
2002.
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migrants contribute more to the social security system than they benefit from), educational
services, including language training and support services for the newcomers to facilitate

integration of the ones that do not plan any return to their home countries.

The impact of the refugee inflows on labour market

Regarding the labour market, migrants can fill important niches both in fast-growing and
declining sectors of the economy, and contribute to labour-market flexibility. According to dual
labour market theory, newcomers tend to fill the secondary labour market, characterized by “low
skill levels, low earnings, easy entry, job impermanence, and low returns to education or
experience” (Piore, 1970: 57). There is evidence in Denmark, that “the inflow of low-skilled
immigrants may encourage natives to upgrade and adjust their jobs, taking advantage of
immigrant-native complementarity as those two groups specialise in different occupations” (Foged
and Per, 2015).

The so-called 3D jobs (dirty, difficult and dangerous) are usually undertaken by the
newcomers, risking de-skilling or social stigma.

In the same time, developed economies are in continuous search for skilled workforce, in the
context of the alarming shrinkage of the active population.

Nevertheless, while analysing the education endowment of the refugees, UNHCR (2016b)
reveals clear gaps in opportunity for the refugee children and youth:

- 61% of refugee children attend primary school (a clear risk for illiteracy), while at
world’s level, 91% of children attend primary school;

- 23% of refugee teenagers attend secondary school, while 84% of world’s adolescents
attend secondary school;

- Only 1% of refugee youth attend higher education, while 36% of world’s youth is
enrolled in higher education programs.

In order to address the problematic aspects of granting access to education for refugees, in
2015, it was launched The New York Declaration for Refugees and Migrants, signed by 193
countries, which emphasized education as a critical element of the international response to the
present crisis. Newcomers should enjoy equal access to an education of good quality, to gain skills
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and flexible career routes. More active measure need to be properly implemented and intermediate
assessments to be carried out to check the results against the set objectives.

The restricted or denied access to labour market in host societies are still problematic, and
labour mobility remains limited, due to different migration policies adopted by EU member states,
as synthetized in Box 1:

Box 1 Access to labour market in EU host countries (European Commission, 2016: 21)

A. full access without work permits — granted in Finland,
Italy, Latvia, and Sweden
B. more restricted access (e.g. limited to certain sectors) as
in Cyprus (where asylum seekers have access only to
farming, animal food production, waste management, gas
station and cleaning and food delivery) or in Austria, the
UK, Bulgaria and Romania (where asylum seekers only
have access to seasonal work, tourism, agricultural sector).
C. The so-called labour market check - in some countries
(Austria, the UK, Luxembourg, Hungary, and Germany)
asylum seekers may only work after this procedure is ended,
Other criteria apply in the Netherlands, such as time
limitation (asylum seekers are allowed to work for 14 or 24
weeks per year and only if they stay in an open reception
facility).
D. EU, EEA and legally residing third-country nationals
may all be prioritised over asylum seekers when filling a
post.

The need for long term investments in educational and skill attainment is clear, in order to
grant refugees access to labour market in the host countries, meaning access to genuine
socio-economic integration.

A 2016 report launched by OECD stated that "refugees represent one of the most vulnerable
groups of migrants on the labour market.... It takes refugees up to 20 years to have a similar
employment rate as the native-born” (OECD 2016: 5-6), due to their incapacity to provide proper
documentation that would clarify their level of education or skills, to their low host countries’
language proficiency and limited access to up-skilling trainings. The refugees’ employment rate
tends to start at a lower point than any other migrant category, but what is remarkable is their
catching up process, as the graph below shows:
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Graph 2. Employment rate by different categories of migrants
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The economic migrants as well as the ones migrating for studies enjoy a higher employment
rate, as expected. The ones in search for family reunification, as well as those with refugee status
face the difficulties of finding jobs, but the latter perform better once they enter the host country
labour market, a sign of commitment for integration in the country of destination.

As Safaya and Cramarenco (2016: 72) stated, a more balanced perspective on the newcomers’
integration is highly needed, taking into consideration both costs (access to accommodation, jobs,
education, culture, etc.) and opportunities (addressing the demographic disequilibrium, labour and
skill shortages in fast-growing and declining sectors, as many refugees arrive with marketable
skills, contributing to labour-market flexibility).

When analysing cost, we need to understand that a newcomer who receives benefits today can
generate tax revenue tomorrow.

In terms of costs, Germany, the main EU receiving country for asylum claims, seems to spend
more than 20 billion euros for accommodating the newcomers.

According to OECD (2017: 4), we can find various models of financial support for refugees,
such as:

- Switzerland provides to cantons CHF 6 000 per refugee, earmarked for refugee
integration.
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- The United Kingdom developed time-dependent transfers, which decline with the
number of years that have passed since a refugee arrived in the country — from
GBP5 000 per person in their second year in the United Kingdom, to GBP1 000 per
person in the fifth year.

- In France, the ministry of interior provides a lump sum of €1 000 per asylum seeker
to municipalities, to support the development of new reception facilities for asylum
seekers, a clear attempt to de-centralize the support system.

- In Germany, the federal government provides a fixed sum of €670 per asylum seeker
per month.

Despite the fear that the cost of refugees’ integration programs are a huge burden to national
budgets, ‘a less comprehensive and less costly strategy might involve the risk of a long-term
integration failure and the political costs of a massive political polarization’ (Konle-Seidl and
Bolits, 2016: 13)

Since 2011, in order to expand the limited knowledge on the refugees’ integration in the host
countries, EU and OECD carried out a general report on refugees’ integration in Europe, the so-
called Indicators of Immigrant Integration. In terms of employment, the main findings of the 2015
Report revealed:

- Income inequality is higher among immigrants than among the native-born;

- In 2013, the employment rate for immigrants reached 62%, 3 percentage points lower
than of the native born;

- Immigrants with high level of education struggle more to access jobs than their native
born peers (the so-called invisible barriers built up by employers);

- 42% of highly educated immigrants perform low skilled jobs (risk of brain waste);

- 19% of the immigrants with lower incomes live in overcrowded households,
compared to 8% of their native-bon peers.

Other reports (European Parliament, 2016; Errighi and Griesse, 2016) reveal that refugees tend
to perform worse in the labour market than other migrant groups who have otherwise similar
characteristics. Once recognized, refugees tend to perform better than other migrants, resulting in
“higher wages and longer working hours for them after ten years than the other migrant groups of
the same cohort. One reason for this is that refugees with a permanent residence status are less
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likely than other migrants to plan to return to their home country. Permanent immigration provides
a greater incentive to invest in human capital than stays of a temporary nature.” (European
Parliament, 2016: 23).

Throughout 2016, several reports on Managing the refugees’ crisis have been launched by
the European Commission, in an attempt to analyse the most problematic issues such as granting
access to newcomers, securing borders, preventing illegal migration, including the dismantle of
smuggling networks and only one proposal with specific reference to integration of migrants with
high education levels - a new DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL on the conditions of entry and residence of third-country nationals for the purposes of
highly skilled employment. Most national integration programs generally consist of three main
components: language training, orientation sessions and introduction to the culture of the host
society and professional training and reorientation (contextual training), closely linked to labour
market. These programs, which are compulsory to a certain extent, are, in most cases,
individualized to the needs of immigrants (Safaya and Cramarenco, 2016: 81).

The medium and long term economic impact of the refugees depend mainly on their
integration on the labour market. There is a clear need to reduce the restrictions imposed to
refugees waiting for the asylum application to be processed, as well as a faster skills’ equivalence
systems. Granting early access to private and public jobs, by providing wage subsidies as a
financial stimulus for employers, as well as to self—-employment® or jobs gained in the immigrants’
business networks will speed up integration, and revenue generation. A relevant best practice is
represented by the Swedish Introduction Program, accessible to all refugees, aged 20-64 years
(active population), regardless of background or routes of entry. The plan comprises 3 support
services: language training, employment preparation and social studies to provide a basic
knowledge of Swedish society. Participation is voluntary, but comes with financial benefits that
continue for six months after participants have found work, with the benefits being reduced in
proportion to the time spent working, as a stimulus to find and preserve jobs (Swedish Integration
Policy, 2016: 2)

% 1t became common knowledge that immigrants originating from Syria are highly oriented towards entrepreneurship,
thus host countries should focus on reducing the administrative burden for start-ups, and granting fiscal incentives for
new entrepreneurs.
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According to Ayar et al., 2016, the fear that taking care of the newcomers is costly is
contradicted by available data - on a GDP-weighted basis, average budgetary expenses for asylum
seekers in EU countries could increase by 0.05 and 0.1 percent of GDP in 2015 and 2016,
respectively, compared to 2014. The same report states that the level of GDP is lifted by about
0.05, 0.09, and 0.13 percent for 2015, 2016, and 2017, respectively. The impact is quite different
across countries, reflecting the asymmetric distribution of the asylum seekers relative to countries
‘own population. By 2017, the largest impact is in Austria, with GDP rising by 0.5 percent,
followed by Sweden (0.4 percent) and Germany (0.3 percent).

Moreover, the research conducted in 2017 by Kancs and Lecca revealed that, “although the
refugee integration [...] is costly for the public budget, in the medium- to long-run, the social,
economic and fiscal benefits may significantly outweigh the short-run refugee integration costs.
Depending on the integration policy scenario and policy financing method, the annual long-run
GDP effect would be 0.2% to 1.4% above the baseline growth, and the full repayment of the
integration policy investment (positive net present value) would be achieved after 9 to 19 years
(Kancs and Lecca, 2017:38).

Despite the efforts to quantify the fiscal impact of migrants as a large group, or even of refugees
as a specific group, the data collected especially by OECD, cannot reveal a clear link between the
migration stock and the net fiscal balance. Still, their fiscal contribution depends on the
employment status, wage level, working age, etc. It is expected that the refugees’ contribution is
lower than the economic migrants’ one, due the above mentioned barriers to labour market.

Still, using the QUEST methodology®, the European Commission made a simulation on the
impact of newcomers on growth, public finances and labour markets. Two extreme scenarios were
used:

1. High-skilled scenario, the skill distribution of migrants is assumed to match that of the EU;

2. Low-skilled scenario - all migrants are assumed to be low-skilled.

4 QUEST - the global macroeconomic model the Commission uses for macroeconomic policy analysis and research.
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Table 1: Combined effects of increase in spending and labour force - EU

High-skilled Low-skilled

scenario scenario

2015 2016 2017 2018 2019 20202015 2016 2017 2018 2019 2020

GDP 0102 02 02 02 02 p1 01 02 01 01 01
GDP per capita -0.1 -01 -01 00 -01 -01 {01 -0.2 -0.1 -0.1 -0.1 -01
Employment 0102 03 03 03 03 pO 01 02 02 02 02
Current account (%

GDP) 00 00 00 00 00 00 PO 00 00 00 00 00
Real

wages -0.1 -02 -02 -02 -02 -01 po -01 -0.2 -0.2 -0.2 -0.2
Gov. Debt (% of

GDP) -0.1 -01 00 00 00 00 pO 00 01 01 02 02

Gov. balance (% of
GDP) 00 00 00 00 00 00 PO -01 -01 00 00 0.0

Level difference compared to base-line scenario.

Source: European Commission, 2016: 23

Regardless the scenario, in 2017 we may expect a 0.2% increase in GDP, but both scenarios
reveal a small negative impact on GDP per capita and on real wages, no impact on current account
and no impact on government balance in the case of the high-skilled scenario. Despite its
limitations, the above mentioned exercise attempt to sketch the potential macroeconomic effects
of the latest influx of new arrivals in EU, dismantling the exaggerated claims on severe negative

impact on host countries ‘economies.
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At both OECD and European Commission level, there is a clear understanding that overcoming
the crisis has a lot, if not everything, to do with a genuine commitment of the host countries to the
integration programs.

For raising awareness, OECD launched in 2016 a 10 lessons report for host countries facing
the latest influx of new arrivals:

1. Begin activation and integration services as soon as possible, especially for
groups of asylum seekers with likely high recognition rates (such as Syrian
and Iragi nationals).

2. Facilitate labour market access for applicants with high prospects of
remaining, e.g. by abolishing possible ‘labour-market tests’ for
humanitarian migrants that would show that no domestic worker could have
filled the post before an employer is allowed to recruit an asylum seeker or
a provisionally admitted humanitarian migrant.

3. Locate humanitarian migrants according to the availability of jobs, not
housing. Notwithstanding a wish to distribute asylum seekers across and
within countries and a tendency to place newly arrived in areas where
housing is available, local labour-market conditions at arrival have proven
to be a crucial determinant for lasting integration.

4. Avoid underutilisation of skills by documenting foreign qualification, work
experience and skills earlier in the integration process. Many humanitarian
migrants have higher skill levels than the average population in their country
of origin (reflecting that the poorest can often not afford the costly journeys).

5. Customise integration policy instruments given the growing (skill) diversity
among humanitarian migrants, as a one-size-fits-all approach may not be
appropriate for refugees with different educational backgrounds, language
skills and career prospects.

6. ldentify mental and physical health issues early on to prevent any distress
from turning into chronic and severe disorders and ensure that they are
addressed in a targeted manner.

7. Speed-up access to education and training for unaccompanied minors as
they are a particularly vulnerable group and, for most coming at the end of
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the age of compulsory schooling, risk ending up in neither employment,
education or training.
8. Take into account future ‘family reunification’ when designing integration
policies for humanitarian migrants as many of the newly arrived are adult
men and have the right to family reunification.
9. Limit differences in access to integration services across a country.
Integration primarily takes place at the local level.
10. For some humanitarian migrants (little or no prior education), sustained
support will be needed. In their case the long term benefits are improbable.
This report may serve as a guideline for the simplification of the access procedures applied to
the newcomers, as a clear reform of the national strategies as well as national integration programs

became a must.

Concluding remarks

The recent refugee’s crisis brought into attention that newcomers do not represent just a
financial burden for the host countries, but contributors to improved demographics, labour market
equilibrium, by performing jobs that natives refuse to take anymore, to the social security systems
as tax payers, just to mention a few.

The free movement of labour is one of the most tangible benefits of European integration.
Therefore, Europe needs a genuine comprehensive new strategy for both granting access and
integration of the new comers. The focus on the humanitarian aid is understandable, but once
accommodated in host countries, the refugees are in a clear need for access to language training,
professional training, safe jobs and socio-cultural integration programs, as well as educational
programs for their children. After leaving everything behind, they need protection and support
mechanisms, in order to make a living, again!

In the nowadays migration turmoil, the integration of newcomers in Europe remains a project
in the making, with opposite approaches, various needs to be met: the native workers to preserve
their jobs and way of living, the second or third generation migrants to preserve their integration
level and the newcomers to access a safe and stable life, outside their countries of origin.
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