
 

Refugees can offer economic boost to their
host countries
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Refugees are often considered an economic burden for the countries that
take them in, but a new study conducted by UC Davis with the United
Nations World Food Program indicates that refugees receiving
aid—especially in the form of cash—can can give their host country's
economy a substantial boost.

The researchers found that these economic benefits significantly
exceeded the amount of the donated aid.

The findings come as refugee numbers around the world are growing. In
2015, an estimated 15.1 million people were displaced from Syria and
other locations around the world due to civil conflict or natural disaster,
reaching a 20-year high, according to the United Nations High
Commission for Refugees.

The new study, to be published in the June 20 issue of the Proceedings of
the National Academy of Sciences, examined the economic impact of
three camps in Rwanda, housing refugees from the Congo. In two of the
camps, refugees received aid from the United Nations World Food
Program in the form of cash, while in the third camp the refugees
received the same value of aid but in donated food.

The researchers used economic modeling methods, based on local
surveys, to simulate the impact of the refugees on the host-country
economy within a 10-km radius of the three refugee camps. They found
that cash aid to the refugees had a greater positive impact on the host
nation's economy than did in-kind food aid.

"The findings of this study run contrary to the popular perception that
refugees are helpless and dependent on food aid," said J. Edward Taylor,
the study's lead author and a UC Davis professor of agricultural and
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resource economics.

"Our data support recent studies suggesting that although refugees have
undergone forced migration and are often living in destitute conditions,
they still are productive and can interact with their host country's
economy in positive ways," Taylor said.

Local impact of cash aid in two refugee camps

In the two cash-aid camps, each adult refugee annually received an
annual amount of $120 and $126, respectively, transferred to accounts
linked to cell phones provided by the World Food Program. The
researchers found that each additional adult refugee in either of those
two camps increased the annual real income in the local area by $204
and $253, respectively. This was equivalent to 63-percent and 96-percent
increases, created by each refugee in the two cash-aid camps, for the
average per-capita income of Rwandan households neighboring the
camps.

Most of that monetary "spillover" into the surrounding economy
occurred when individuals and businesses within the camps purchased
goods and services from businesses and households outside of the
refugee camps, the researchers reported.

Refugee households inside the camps accounted for 5.5 percent of the
total income within the 10-mile radius of the three camps. And, 17.3
percent of the surveyed businesses outside of the camps reported that
their main customers were refugees living in the camps.

Local demand increased incomes nationally

Looking beyond the immediate area, the researchers found that the
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demand and spending generated locally by the refugees also raised the
overall incomes and spending levels for the host country, Rwanda.

Each refugee in the two cash-aid camps boosted annual trade between
the local economy and the rest of Rwanda by $49 and $55, the
researchers reported.

In-kind food aid had less economic impact

The economic impacts were smaller in the camp whose refugee residents
received in-kind food aid rather than cash aid. In that camp, the refugees
were given allotments of maize, beans, cooking oil and salt, designed to
meet their minimum calorie requirements.

The researchers found that 89 percent of the refugee households in that
camp sold part or all of their food allotments outside of the camp.
Overall, food items totaling one-fifth of the value of the distributed food
aid were eventually sold, often for significantly less than the local retail
price.

This practice diversified refugees' diets,by providing them with cash to
buy a variety of foods. But it reduced the value of the food aid to the
refugees and, by increasing the local food supply, put downward
pressure on food prices in the area. Local food producers found
themselves competing with cheap foods that had been provided to the
refugees as aid.

As a result, the economic impact of each refugee housed in the in-kind
food aid camp was just $145, compared to $204 and $253 mentioned
above for refugees in each of the two cash-aid camps.

And in-kind food aid resulted in only a $25 increase per refugee in
annual trade between the local economy and Rwanda's national
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economy, compared to $49 and $55 per refugee in each of the respective
cash-aid camps.

Lessons for future refugee aid

Taylor and colleagues noted that resettlement of refugees varies greatly
around the world, ranging from isolated camps to refugee communities
that are well integrated with host-country economies. The researchers
suggest that their findings apply most directly to the more than 50
percent of United Nations-supported refugees who live in camps. The
vast majority of refugees (86 percent) are hosted by developing
countries.

"Our findings indicate that when refugees in these camps are given the
opportunity to interact with the economy around them, they can create
positive income spillovers for the host-country households and
businesses," Taylor said, noting that the Congolese refugees in Rwanda
appeared to generate significantly more income than the cash aid they
received.

"These findings suggest that a shift from in-kind to cash aid could
provide greater economic benefits for the countries that are hosting
refugees, if local farmers and traders are able to meet the higher food
demand," he said.

  More information: Economic impact of refugees, PNAS, 
www.pnas.org/cgi/doi/10.1073/pnas.1604566113
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