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Abstract

Most of the world’s displaced people are hosted in low-income countries.
Focusing on evidence from poor countries, we review the literature on the
economic consequences of hosting refugees or internally displaced people.
In the short run, violence, environmental degradation, and disease propaga-
tion are major risks to the host populations. In the long run, infrastructure,
trade, and labor markets are key channels that determine the impacts on host
communities. These impacts can be positive or negative and often unequally
distributed among different hosts. We discuss policy options for building re-
silience in the light of this evidence. Investments in road infrastructure and
deepening trade with refugees’ countries of origin are strategies worth ex-
ploring for enhancing resilience and transitioning from humanitarian assis-
tance toward development. Finally, we identify key knowledge gaps in this
literature and formulate a research agenda for the near future.
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1. INTRODUCTION

Every year, thousands of people flee their country (or subnational region) of origin due to civil
unrest or changes in the environment (Black 2001, Moore & Shellman 2007, Marchiori et al.
2012). Because these people are forced to seek protection in other countries (or other areas within
the same country), we refer to them as forced migrants, which include refugees, asylum-seekers,
returnees, stateless people, or internally displaced people (IDPs). Since the end of the Cold War,
the number of forced migrants has increased dramatically. Recently, the civil war in Syria caused
massive flows of refugees, now mainly hosted in neighboring countries (Turkey, Lebanon, Jordan,
and Iraq). In 2017, more than 700,000 Rohingya refugees fled Myanmar, while renewed violence
in the Democratic Republic of Congo (DRC) has raised concern about new emigration flows into
neighboring countries. As a result of these and similar events elsewhere, there are nearly 70 million
forced migrants today—more than three times the number in 1990 (UNHCR 2017).

Contrary to the common perception in the West, most of the world’s forced migrant pop-
ulations are not located in Australia, Europe, and the United States but in the world’s poorest
countries. Figure 1 shows how Africa and Asia in particular have seen an enormous increase in
the number of forced migrants in the last 15 years. Africa, the poorest continent in the world,
hosts a three-times-larger forced migrant population than Australia, Europe, and North America
combined.

Such large inflows and settlements of forced migrants are likely to have far-reaching conse-
quences on the hosting communities, especially in poor countries. These consequences are nearly
always thought to be negative and protracted due to the long-lasting and repeatable nature of civil
conflicts. For example, recent policy reports documenting case studies from Liberia (WFP 2011;
2013a,b), Burkina Faso, Chad, Liberia, Niger (FAO 2013), and the countries neighboring Syria
(ACTED 2013) claim that refugees increased food insecurity among host populations, due to in-
creased pressure on natural resources, disruptions in the food and labor markets, and pressures on
health services. But these claims fail to account for counterfactual outcomes, i.e., what would have
happened in the absence of the refugee influx. Indeed, as most refugees are hosted by the poorest
countries, it is easy to associate refugees with increased food insecurity. This view may be mis-
placed and is illustrated using a simple regression. Figure 24 shows the correlation between food
security (measured as the prevalence of chronic undernutrition among children under five) and
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Figure 1

Changes in the number of forced migrants by world region (2001-2016). Authors’ calculation from data in
UNHCR (2017). Numbers next to the blue dots refer to the number of forced migrants hosted in the region
in 2016.
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Correlation between child stunting and natural logarithm of forced migrant population, 2001-2016. The fitted lines are based on
predictions from a quadratic regression method using data from 127 countries. The vertical bars represent 95% confidence intervals.
Prevalence of chronic child undernutrition (stunting) is measured as the percentage of children under age five whose height-for-age is
more than two standard deviations below the sex- and age-specific median for the international reference population. A linear
interpolation technique was used to address missing data on child stunting. Panel # indicates the raw correlation between stunting and
(log) forced migrant population, whereas panel 4 shows the correlation when the variables are measured as deviations from country’s
long-term (2001-2016) mean. Authors’ calculation using forced migrant population data from UNHCR (2012b). Data on child
stunting rates come from the Demographic Health Survey (primary source) and the World Bank (secondary source).

forced migrant population (in natural logarithm) during 2001-2016. Figure 24 contrasts the level
of food insecurity [child undernutrition (stunting)] to the level of forced migrant population. The
graph suggests that hosting a larger number of forced migrants leads to higher food insecurity
[child undernutrition (stunting)]. In Figure 25, we use demeaned values to assess how changes in
forced migrant populations are correlated with changes in undernutrition. The positive correla-
tion disappears; the regression line is completely flat, suggesting that a change in forced migrant
population is not associated with a change in food security in host countries.

The purpose of this article is to review the evidence on the economic consequences of forced
migration on hosting communities in poor countries. Based on a selective review of the interdis-
ciplinary literature, we highlight the complexity of the channels through which forced migrants
affect host communities; the dynamic and distributional nature of these impacts; and the different
adaptation strategies among the hosting populations. Our review complements other recent re-
views on this topic. Similar to Ruiz & Vargas-Silva (2013a), we focus on the consequences of forced
migration in low-income countries. In that respect, we differ from Fasani (2016) and Becker &
Ferrara (2019), who explore recent research on forced migration in high-income countries. Our
review differs from Ruiz & Vargas-Silva (2013a) by offering an interdisciplinary perspective in-
tegrating knowledge and methods from other disciplines than economics. We also cover the evi-
dence that has emerged over recent years, partly due to the attention paid to large inflows of Syrian
refugees in the Middle East. We also place more emphasis on policy options to build resilience to
population shocks in poor countries.

We also identify key knowledge gaps. The current research on this topic focuses on quantify-
ing the impact of forced migrants on health and violence prevalence in host communities. This
focus is clearly too limited and the lessons are too context specific. It also abstracts from potential
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positive indirect impacts through (labor and goods) market-based mechanisms that depend on
local supply capacity, preexisting conditions (e.g., infrastructure), and policies. That said, envi-
ronmental degradation and disease propagation should be taken seriously as potential (short-
and long-term) negative impacts of forced migration on the host community, requiring the need
for policies and programs that enhance environmental resilience in host communities. Moreover,
forced migration is likely to have profound distributional consequences. Households in the host
community with access to capital (physical, human, or social) are often in a better position to
respond to (changing) economic opportunities that arise in these situations. In contrast, while
poor households might benefit from improvements in public resources, they often stand to lose
from increased competition, potentially trapping them into poverty. National and international
(humanitarian) policies play an important role in supporting (dynamic) adaptation mechanisms
to minimize the negative impacts. Finally, we identify an urgent need for stronger evidence on
the short-term and long-term impacts of proposed interventions in protracted refugee situations,
such as the use of cash, vouchers, or food transfers or incentives for repatriation, resettlement, or
local integration.

2. IMPACTS OF FORCED MIGRATION IN HOST COMMUNITIES

As refugee crises unfold, it is critical to understand how these mass movements of people influ-
ence their host communities. Based on an interdisciplinary literature review, we explore how a
sudden inflow of displaced people may affect, both directly and indirectly, economic development
in hosting communities in a low-income country context.

2.1. Health

The earnings capacity of a household depends critically on the health of its adult members (see,
e.g., Beegle 2005). Because incomes in rural areas depend largely on labor-intensive agricultural
production, the health status of the household might be vulnerable to the influx of forced mi-
grants through various health-related channels. Refugee movements have been associated with
the spread of infectious diseases (Kalipeni & Oppong 1998) and especially with the diffusion of
malaria (Kazmi & Pandit 2001, Montalvo & Reynal-Querol 2007). If forcibly displaced people
increase the prevalence of infectious disease (e.g., malaria or HIV), this increase is likely to lower
the earnings of agricultural households and may suppress the overall availability of food in the
hosting areas. The host government’s financial and administrative capacity to manage the sudden
increase in the demand for health services largely determines the impact on healthcare provision
(Porignon et al. 1995, Goyens et al. 1996, Whitaker 2002). It also puts the existing health infras-
tructure and health system to a serious test. While inequality and tensions between the refugees
and the hosts are the result of parallel systems of healthcare provision in Uganda (Lawrie & Van
Damme 2003, Orach & De Brouwere 2004), evidence from Guinea, Kenya, and Tanzania shows
that more integrated health systems actually improve host populations’ access to health care (Van
Damme 1995, NORDECO 2010, Maystadt & Verwimp 2014).

The evidence on the impact of displaced influxes on adult health outcomes in the hosting areas
is almost nonexistent. At the global level, the study by Montalvo & Reynal-Querol (2007) is often
presented as supportive evidence of the negative consequences of refugees on the host country
(e.g., Bosker & Garretsen 2009, Baez 2011, Barreca et al. 2012). The authors find that the spread
of malaria in host countries occurs through the movement of refugees. This reported effect is,
however, restricted to the sample of tropical countries, not to all refugee-hosting countries. A
major methodological challenge in this literature is linked to the measurement of the outcome
variable: the incidence of malaria. As Gallup & Sachs (2001) note, measuring malaria incidence in
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a given population is notoriously difficult, as there is no well-defined method to diagnose malaria.
Moreover, weather shocks, often shared by the origin and host country, not only are linked with
malaria outbreaks (Craig et al. 1999) but may also trigger conflicts (Hsiang et al. 2013) and there-
fore refugee inflows. These econometric challenges (measurement error and omitted variables)
make the interpretation of the impact of refugee shocks on malaria outbreaks difficult.

Another strand of research has assessed the impacts on child health and growth outcomes.
In the case of the Kagera region in Tanzania, Baez (2011) studied the effect of the presence of
Rwandan and Burundian refugees on Tanzanian (host) children’s height and found that it was
associated with slower growth in child height and a significant increase in the prevalence of child
morbidity and child mortality rates among the host communities. Baez hypothesized that this
impact was due to an increase in the prevalence of infectious diseases and vector-borne illnesses
or the competition for various resources (labor, food, land, and wood) caused by the arrival of
refugees.! One caveat in the Baez (2011) study is that, at the time, he did not observe the final
adult height of the children studied, only their height in puberty or just before onset of puberty.?
Recent studies in human biology, however, show that puberty may offer an opportunity window
for recovering height growth losses experienced in early childhood (see Coly et al. 2006, Prentice
et al. 2013, Hirvonen 2014). The affected cohort of children could be able to catch up with the
unaffected cohort during the adolescent growth spurt.’

The foregoing discussion demonstrates that more research is needed to better understand the
long-term health consequences of hosting displaced people. In particular, there is no longitudinal
quantitative evidence on the implications for youth and adult health outcomes. Moreover, the
qualitative studies highlight the importance of context, especially on the capacity of the hosting
government to handle a sudden refugee shock to its healthcare system, and the extent to which
refugee-focused external health assistance can affect health outcomes of the host populations.

2.2. Security and Conflict

Perceptions of the impact of displacement on the hosting community through the security and
conflict mechanism often begin with the notion that forcibly displaced people pose a security
threat in host countries (Salehyan & Gleditsch 2006, Fisk 2014, Bohnet et al. 2018). Salehyan
& Gleditsch (2006) argue that the presence of refugees enhances the likelihood of a host coun-
try experiencing political instability and conflict. Refugee camps may encourage the expansion
of rebel social networks across borders by feeding grievances among refugees and allowing for
an exchange of resources (weapons, combatants, and ideas). Refugee camps can also be used for
mobilization and logistical coordination to perpetuate violence in the countries of origin or to
provide motivation and resources for domestic political opposition in the host country. Examples
portraying this situation are the conflict prior to 1992 between the Palestine Liberation Organi-
zation and both Jordan and Lebanon (Salehyan & Gleditsch 2006), the emergence of the Taliban
as former Afghan refugees in Pakistan (Keen 2008), and the situation in eastern DRC and Darfur

1Baez (2011) related the refugee crisis in Kagera to a “natural experiment” that was sudden, with a sharp
variation in its impact across the region. The geographical variation as well as the access to data before and after
the crisis allowed the author to construct control and treatment groups akin to a setting in a more conventional
randomized controlled trial. As a consequence, a causal interpretation could be given to the estimates.
?Height is a particularly useful measure here because, unlike weight, it captures the long-term effects of poor
health and undernutrition (Ruel & Hoddinott 2008).

3To assess this possibility, we estimated the same regression model as Baez (2011) using the recent 2010 round
of the Kagera Health and Development Survey. We find that the height gap between children originating
from areas characterized by high and low densities of refugee inflows is no longer statistically significant when
in early adulthood. Results are provided in Mabiso et al. (2014).
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(Sudan) (De Waal 1997, Milner & Loescher 2004, Prunier 2008).* Bohnet et al. (2018) hypothe-
size that IDPs can change the ethnic composition in the receiving area and provide ethnic support
to rebel groups. Policy makers have linked insecurity and conflict with refugee inflows and thereby
tend to believe that refugees affect security in host communities (Jacobsen 2000, Rutinwa &
Kamanga 2003). Indeed, experiences of the protracted refugee situations have raised much con-
cern over the security implications of displaced people on host countries, even though empirical
evidence is fairly limited (except for Salehyan & Gleditsch 2006, Fearon & Laitin 2011, Bohnet
etal. 2018).

From a methodological point of view, it is often very difficult to separate conflict spillovers
associated with refugees’ or IDPs’ presence from conflict arising from economic and political
motives (greed and grievances) and ethnic differences (Stavenhagen 1996, Fearon & Laitin 2003,
Collier & Hoeffler 2004) as well as operational factors such as access to arms, illicit trade and
finances, and geographic factors (Ballentine & Sherman 2003, Buhaug et al. 2009). Establishing
causality is a major challenge for this literature because the impact of displaced people cannot
be isolated from other negative conflict spillovers arising from, for example, trade channels or
disease propagation. Moreover, much of the literature assesses the effects of refugee inflows from
the onset of conflict, defined at the national level. Given the lack of evidence showing that the
refugee inflow is the actual cause of conflict spillover, it is difficult to conceive of refugees as
posing a direct threat to security at the national level. Recently, Zhou & Shaver (2018) overcame
these challenges by exploiting geocoded data on refugee sites and conflict data at the subnational
level from 1989 to 2008. The authors find that provinces with refugee sites experience substantial
decreases in the risk and intensity of conflict. Although further work is needed to unpack the
mechanisms, these findings reject the notion that forced migration constitutes a major security
threat and further support the evidence questioning the perception of forcibly displaced people
as a burden to the local hosts.

2.3. Environmental Degradation and Resource Competition

Large-scale displacement is likely to increase population pressure on the often already fragile en-
vironment and accelerate natural resource depletion in host areas (Jacobsen 1997, Martin 2005,
Berry 2008). The environmental impacts of displaced people indirectly affect sustainable devel-
opment of the host community through deforestation, soil erosion and land degradation, unsus-
tainable water extraction, and water pollution, which have both short-run and long-run effects
(Akokpari 1998, Whitaker 2002, Martin 2005). The presence of refugees in Tanzania accelerated
deforestation rates and depletion of soil nutrient availability for agricultural crops, causing addi-
tional soil erosion, thereby affecting the host’s agricultural production and food security (Berry
2008).> Competition for land between IDPs and the local hosts has resulted in a sharp decline
in vegetation in Darfur (Alix-Garcia et al. 2013). Moreover, increased firewood depletion forces
women to spend more time collecting firewood, negatively affecting child nutrition and women’s

*In his insightful book, Prunier (2008) showed that refugees from a similar country may have very different
security implications across borders. Beginning in April 1994, approximately 1.5 million Rwandese refugees
hosted in eastern DRC differed significantly from their counterparts fleeing to western Tanzania. Practically
all politicians and military men, also called the génocidaires, went to the DRC (former Zaire), where President
Mobutu favored the fallen regime (Prunier 2008). The dynamics of mobilization and militarization enforced
in the eastern Congolese camps through, for example, the control of food supply and the purchase of weapons
were some of the roots of the subsequent conflict in DRC in 1997, known as the first Congolese war (Prunier
2008).

SRefugees used 65% more wood than the local average Tanzanian because most firewood would be sold as
charcoal or used for building materials.
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ability to care for their children (UNEP 2005). Similarly, excessive water extraction arising from
refugee inflows reduces the amount of water available per capita in the host community and in-
creases competition. Women are forced to spend more time obtaining water, and downstream
communities have less water available for irrigation (Johnson & Libecap 1982). Environmental
degradation is therefore blamed for driving imbalances in the intrahousehold allocation of tasks
in refugee-hosting populations (Ruiz & Vargas-Silva 2018).

The environmental impact channels of forced migration on host communities are certainly
plausible, but rigorous research on these impact channels in emergency settings is still lacking.
Moreover, establishing causality in these relationships is difficult because environmental scarcity
is argued to act as an indirect cause of conflict, and settlement patterns also influence the en-
vironmental impacts of refugees (Jacobsen 1997). Negative (exogenous) environmental impacts
are thought to engender competition for resources, which may then cause conflict and displace-
ment situations as people flee conflict, but this impact pathway has been contested in the literature
(Gleditsch 1998, Homer-Dixon 1999, Schwartz et al. 2000). Hence, there might be misconcep-
tions about the negative impacts of displaced people on the environment because it is difficult
to determine the exact environmental impacts of displaced people, given the lack of an adequate
counterfactual outcome (Kibreab 1997, UNEP 2005).

The main livelihood/occupation of the displaced relative to that of locals appears to determine
the extent of resource competition and natural resource depletion that occurs in displacement
situations (Black 1994). Hence, some have advocated for providing displaced people with alter-
native livelihood opportunities that are different from the main livelihoods that the local poor
depend on. More importantly, the livelihood opportunities proposed are alternatives to those that
involve deforestation and charcoal trading that are common in many refugee situations in Africa.
Cooperative resource management solutions are believed to mitigate the impacts of refugees on
the environment, thereby attenuating the risks of resource-related conflicts (Martin 2005) and
improving successful integration (World Bank 2011). In that respect, the environmental support
programs limiting the collection of firewood by refugees around the Dadaab camp in Kenya or
providing alternative fuel sources have shown relative success in limiting environmental degrada-
tion and likely mitigating impacts on the host communities (Milner & Loescher 2004).

2.4. Local Production, Transport, and Trade

Contrary to common notion, the existing literature suggests that host communities may actually
benefit from the presence of displaced people for several reasons. First, a large-scale arrival of
forcibly displaced people may offer trade opportunities for the local community. The increase in
the size of the local market provides greater market access and opportunities for farmers to sell
their surplus (Whitaker 2002). For example, prior to the arrival of refugees, farmers in western
Tanzania often had to rely on cross-border trade with neighboring Burundi and Rwanda due to
difficulties in finding local markets (Whitaker 2002). As a result of the refugee presence, mar-
kets moved closer to the local Tanzanian farmers, who then benefited from better access to trade
opportunities. Furthermore, the availability of land in the northwestern part of Tanzania facili-
tated the expansion of agricultural production. In this context, the nonfarm sector also benefited
from increased demand from national and international humanitarian workers, although at the
cost of driving petty businesses out of the market due to increased competition (Alix-Garcia et al.
2012, Maystadt & Verwimp 2014).% In Kenya, pastoralists have also taken the opportunity to sell

%The new attractiveness of refugee-hosting areas seems to be accompanied by fiercer competition following
the entry of larger-scale and more efficient entrepreneurs coming from other regions, like Mwanza, Shinyanga,
or Kilimanjaro (Maystadt & Verwimp 2014).
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livestock products to the refugee camps, a trade that is estimated to yield the host country
US$3 million per year NORDECO 2010). Moreover, trade and employment opportunities have
emerged around the Dadaab camps. Wholesalers inside refugee camps are reported to import
commodities from Somalia with high unit values, such as sugar, powdered milk, pasta and fruit
drinks, as well as upmarket consumer goods. Such market expansion is further confirmed quanti-
tatively and qualitatively by Alix-Garcia et al. (2018) and Betts et al. (2017). In Rwanda, Taylor et al.
(2016) find that aid to refugees created positive spillovers to businesses of the hosting populations.
The authors also find that trade between the local economy and the rest of Rwanda expanded. The
expansion of business and trade opportunities are reported in other contexts, resulting from IDPs
in Colombia (Bozzoli et al. 2013) and Syrian refugee inflows in Turkey (Akgtinduz et al. 2018,
Altindag et al. 2018).

Another benefitis the improved market efficiency and trade dynamism due to road investments
by international organizations (Jacobsen 2002). In the context of Northwest Tanzania, Maystadt
& Duranton (2019) find that positive externalities may persist several years after the refugees have
been repatriated, thanks to the long-term benefits of improved road infrastructure. In other con-
texts, refugee influxes are associated with increased pressure on infrastructure and public services
in host countries, requiring additional public spending from often already financially strapped
governments. Overall, the short-term impacts on hosting economies will depend on the ability
of producers, notably in terms of input (land, labor, capital) to react to the upward shift in de-
mand. Meanwhile, investments in roads—initially made to serve the refugee camps—may lead to
long-term benefits in the hosting areas.

2.5. Prices

A massive arrival of forcibly displaced people is likely to change prices in hosting areas. However,
the impact of the presence of refugees or IDPs and humanitarian workers is expected to be prod-
uct and time dependent and to affect both the demand and supply of food and nonfood items.
Increased demand often exerts an immediate upward pressure on non-aid prices (food and non-
food) in hosting areas, leading to a general increase in the cost of living, while food aid partially
offsets this upward pressure on prices (Werker 2007).” In contrast, both food aid and the incentives
to produce more of the preferred goods may have a second-order decreasing effect on prices.® The
equilibrium prices resulting from both demand and supply changes will vary across products and
over time as factor allocations may take time to adjust to prices. Hence, the net effect on prices
depends on the main food aid delivered, local preferences, reaction of local producers, the degree
to which local markets are integrated, and the ability to import substitutes. Although markets are
likely to correct the initial increase in food prices over time, distributional consequences of such
price effects may persist.

In the case of Tanzania, Alix-Garcia & Saah (2010) show how refugee influx led to large price
spikes on some agricultural products, mainly non-aid food goods (e.g., plantains, legumes, milk,
and beans) and nonfood goods (e.g., housing). However, the increased supply of maize through

"The impact of food aid on local market prices is of course not specific to the refugee-hosting economy,
although the evidence in other contexts is more mixed; see Margolies & Hoddinott (2015) for a review. Recent
studies from Mexico and Ethiopia assessing the impact of food and cash transfer on local prices suggest that
the impacts are trivially small for both modalities (Cunha et al. 2019, Hoddinott et al. 2018). However, in both
contexts, the price effects become larger in more remote, poorly integrated, localities.

8A decrease in price may potentially result from within-camp production, but the price effect is likely to be
marginal. At least in the case of Tanzania, refugee density makes the land allocation too small to have any
potentially large effect on total food supply and prices.
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the food aid delivered by the World Food Programme (WFP) mitigated the increase in price,
causing the net effect for maize to be close to zero. Interestingly, the higher non-aid prices could
potentially induce producers to expand production (especially for bananas). Due to limited data
availability, the long-term consequences of such general equilibrium effects remain unknown. An
exception is the study by Maystadt & Duranton (2019) that shows how areas close to refugee
camps actually had lower price levels 15 years later than areas that were farther away from the
camps. According to the authors, the main channel was linked to better road infrastructure (built
because of the camps) that reduced transportation costs.

In another context, similar price dynamics are found by Alix-Garcia et al. (2012) in Darfur. Al-
though the authors were cautious in giving causal interpretation to price trends, they did observe
strong correlations between the inflows of IDPs in 2004 and changes in food prices. For the pre-
ferred food items (sorghum and millet), average annually measured prices sharply increased but
were potentially compensated afterward by imported food aid. However, the exogenous increase in
supply of the bulk product of food aid (wheat) was not compensated by any significant increase in
demand because it is not the preferred grain in Darfur. Such analysis underlines the importance of
taking into account local preferences when predicting price effects in the short and long run. Alix-
Garcia et al. (2012) also reported a large increase in the rental markets and urban sprawl along the
main city (Nyala) close to IDP camps, having clear distributional consequences depending on the
initial housing ownership. Finally, anecdotal evidence from Kenya suggests similar price reactions.
According to NORDECO (2010), the price of basic commodities such as maize, rice, wheat, sugar,
and cooking oil was at least 20% lower in refugee camps than in towns without the camps in arid
and semiarid parts of Kenya due to food aid and illegal imports from Somalia. Alix-Garcia et al.
(2018) point to these price effects in the surroundings of the Kakuma camp in Kenya to explain
possible redistributive effects, as households that tend to be net sellers of livestock benefit from
the increase in price of (and demand for) livestock. In summary, the case studies from Tanzania,
Kenya, and Uganda point to the importance of price reactions to the inflows of displaced people.
However, the general equilibrium and long-term effects would again depend on the extent of food
aid inflows and the ability of households to adjust their production and consumption decisions to
changes in prices.

Finally, price effects have also been documented in middle-income countries. In Turkey, Balkan
& Tumen (2016) and Tumen (2016) show how consumer prices decreased in the regions hosting
Syrian refugees. This price decline is mainly explained by the supply side through lower reserva-
tion wages among refugees and the resulting lower labor costs in labor-intensive sectors. As the
authors note, we should be careful in generalizing these findings to low-income country settings
because markets are often less integrated in poor countries. As a result, the supply side is typically
slow to react to the increase in demand in the short term. These findings are in contrast to those of
Depetris-Chauvin & Santos (2018), who study the impact of IDPs on rental prices in Colombia.
They show that IDP inflows increased the demand for low-income housing, thereby increasing
rental prices. This is likely to have notable distributional consequences, where property owners
benefit and renters lose out.

2.6. Labor Markets

The presence of forced migrants typically shapes labor markets in hosting areas. Displaced people
constitute a large supply of mainly low-skilled labor, creating opportunities that benefit both local
farmers and entrepreneurs. Qualitative evidence from Tanzania suggests that the abundance of
refugee labor enabled farmers to expand and increase production (Whitaker 2002). The evidence
from the Karagwe district of Tanzania suggests that, on average, farmers doubled their production
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of bananas and beans between 1993 and 1996 (Whitaker 2002). Similarly, in Guinea, Liberian
refugee labor gave a boost to rice production by facilitating an expansion of cultivation to the
lower swamp areas (Van Damme 1995).

However, a large influx of forced migrants may lead to increased competition for low-skilled
jobs in the hosting areas. Based on data from more than 2,700 households followed over time be-
tween 1991 and 2004, Maystadt & Verwimp (2014) show that the agricultural workers in the re-
gion of Kagera in Tanzania were the most vulnerable to increased labor market competition, while
farmers were more likely to benefit through increased demand for their products and cheaper la-
bor. Household consumption per adult equivalent increased by approximately 8% in real terms
following the doubling of refugees in Kagera. However, those initially working as agricultural
workers or self-employed in nonagricultural activities benefited less.” Ruiz & Vargas-Silva (2013b,
2016) document similar distributional effects in Tanzania. The study by Kreibaum (2016) sug-
gests that economic gains varied among the host communities in Uganda, with benefits specifi-
cally concentrated among those owning businesses or properties, compared to those relying on
wage income. Comparing urban households in Darfur that saw massive inflows of IDPs in their
neighborhoods with similar households in Kordofan with no IDPs, Alix-Garcia & Bartlett (2015)
document how IDPs led to changes in occupational structures over a ten-year period. Darfurians,
especially women, abandoned agricultural activities in favor of the service sector.

In Kenya, the impact assessment led by NORDECO (2010) did not detect similar substitution
effects between refugees and unskilled labor in the host areas, possibly because the local wages
appeared to be considerably higher in Dadaab than in other comparable parts of Kenya. This
situation can be linked to the importance of pastoralism in these areas, serving as a complementary
activity to diversify the sources of livelihood. Around the Dadaab refugee complex, low-middle-
income groups and the poor are primarily engaged in selling their products to refugee camps
(NORDECO 2010). The locals may also benefit from increased employment opportunities in
the international relief organizations (Whitaker 2002, Landau 2004). Interestingly, Alix-Garcia
et al. (2018) confirm that the increased availability of new employment (together with the price
changes reported in the previous section) is driving the boost in economic activities and increased
consumption in areas close to the Kakuma camp. Again, the dominance of pastoralist livelihoods
in the Turkana region seems to limit the possible labor market competition (labor substitutability)
between refugees and their hosts.

In the middle-income country contexts of Jordan and Turkey, Fakih & Ibrahim (2016),
Certigolu et al. (2017), Tumen (2016), and Del Carpio & Wagner (2015) find a null or limited
impact of Syrian refugees on formal native employment. Exploiting newly released panel data,
recent findings for Jordan confirm the marginal effect on Jordanians’ employment, working hours,
and wages (Fellah et al. 2018), but a negative impact on existing economic migrants (Malaeb &
Wahba 2018). Economic migrants were more likely to work in the informal sector, work fewer
hours, and received lower wages as a result of the Syrian refugee influx. Such a distributional
effect is explained by the higher degree of substitution of economic migrants with Syrian refugees.
The analyses on Turkey are in line with a negative impact on informal employment (Del Carpio
& Wagner 2015, Tumen 2016, Certigolu et al. 2017).1° In the case of large flows of IDPs in

9Maystadt & Verwimp (2014) argue that these results can be causally interpreted as lower-bound estimates
because () there was little maneuvering room to move large and unanticipated flows of refugees very far away
from the border, (b)) refugee camps were systematically located in the worst places (in terms of initial welfare),
(o) results could not be explained by a trend existing before the refugees arrived, and (d) native displacements
and attrition rates were actually lower in refugee-hosting areas compared with other areas.

19Del Carpio & Wagner (2015) differ from other studies in the wage effects. By documenting the occupa-
tional upgrading of Turkish workers, the creation of higher-wage formal jobs and the resulting change in the
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Colombia, Calderén-Mejia & Ibdfiez (2016) find a disproportionate burden on low-skilled and
informal workers on real hourly wages. Morales (2017) confirms that informal markets were
likely to absorb the large majority of the IDPs with detrimental impact on average wages, in
particular for low-skilled women. However, he indicates that such detrimental effects tend to
dissipate or disappear in the long run, through the promotion of out-migration from IDP-hosting
municipalities in Colombia.

The labor market impacts typically differ between IDP and refugee settings. This is mainly
due to the absence or limited role of the humanitarian sector in the IDP settings. In refugee-
hosting countries, skilled workers from the public sector may leave their positions to work for
relief agencies due to higher salaries offered by these organizations (Whitaker 2002). In Tanza-
nia, the employment opportunities generated by national and international organizations around
refugee camps are reported to have attracted (relatively skilled) migrants from other regions of
Tanzania (Landau 2004). This migration may result in long-term benefits for the hosting
economies through the accumulation of human capital and agglomeration economies (see
Maystadt & Duranton 2019), but it may come at a cost to the neighboring regions. Biischer &
Vlassenroot (2010) provide qualitative evidence of this employment boost in the context of the
eastern part of the DRC. The authors illustrated how the humanitarian presence has transformed
the city of Goma in North Kivu by providing labor opportunities not only in the humanitarian
sector but also in the service sector (e.g., tourism, restaurants, shops, hotels, private security).

In summary, the economic impacts of large-scale influxes of forced migrants on host communi-
ties are both important and complex. In the previous sections, we have discussed an emerging body
of literature that attempts to quantify these impacts on host communities. So far, the findings are
highly context specific, but several preliminary lessons can be drawn. We also identify some im-
portant research questions for building resilience against population shocks in host communities.

First, the current emphasis on health and violence in displacement situations is clearly too
limited. The literature review points to the multiple direct and indirect impact pathways that need
to be considered. For example, the role of labor and commodity markets as adaptation mechanisms
is often critical in refugee settings, because these markets can provide vehicles for positive impacts
on economic development as well as negative impacts for certain subgroups of the host community.
The positive impacts of these market-based mechanisms depend on the ability of local producers
to respond to increased demand (in particular for food), the ability of traders to engage in trade (of
both food and nonfood that are not produced locally), and the potential for transferring technical
skills between migrant and host-community labor. These factors depend on preexisting conditions
such as infrastructure, labor skill levels, land availability, and agricultural potential, but also on
policies toward the displaced (e.g., refugee work regulation, refugees’ access to land, restrictions
on trade and refugee mobility). Therefore, it is critical to evaluate a broad spectrum of policies
and investments that have the potential to strengthen the ability of host households and displaced
people to adapt to the dynamics of population flows through goods and labor market mechanisms,
even if such policies and investments may take time to be implemented. We return to these policy
options in the next section.

Second, environmental degradation should be taken seriously as one potential impact pathway
of forced migrants’ impact on the host community, both in the short and long run. Resilience of
host communities may be strengthened by enhancing environmental resilience through various
policies and programs such as the careful selection of camp locations and settlement structure
(based on environmental research evidence) as well as implementation of environmental programs

composition of the workforce led to a higher average wage in Turkey. This result is consistent with the creation
and expansion of businesses reported in Turkey (Akgunduz et al. 2018, Altindag et al. 2018).
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designed to mitigate the negative environmental impacts (e.g., reforestation and soil conservation
interventions). The long-term nature of these adaptation mechanisms and policies highlights the
need for longitudinal studies in these settings.

Third, as Chambers (1986) seminally argued, the inflows of displaced people are likely to have
profound distributional impacts. Overall, the impacts on local households depend on a number of
factors (such as age, gender, class, and occupation), but these factors are also likely to determine
the distribution of (positive and negative) impacts among the host population. For instance, the
immediate effects of a food price increase are twofold. As net consumers of food absorb a negative
income effect from higher prices, surplus-producing farmers benefit from an increased demand
for their agricultural products in local markets. The different context (rural versus urban settings),
the importance of the informal sector, and the importance of land availability to increase agricul-
tural production and productivity may constitute an important driver of such redistributive effects.
Poorer households in the host community are likely to benefit from increased public goods (such
as health infrastructure) and services, yet they may fare less favorably in terms of market-based
economic opportunities that arise from the inflow of refugees. Those households who initially
have access to some physical (e.g., land, housing, livestock), human (education), and social (com-
munity ties, leadership) capital are in a better position to reap most of the economic benefits while
minimizing the costs associated with an influx of refugees in their community. The likely result is
that better-off households enter more rewarding economic activities (e.g., new businesses or work
in the humanitarian sector) or profitably expand existing activities (e.g., agricultural production),
while the worse-off are possibly trapped in poverty (e.g., informal, landless agricultural laborers
competing with cheap refugee labor). Therefore, expanding or initiating safety-net policies into
hosting areas could be an option to minimize the negative impacts. However, to this end, rigor-
ous evidence on the effectiveness of such programs remains limited. We discuss this and other
knowledge gaps in the concluding section.

Finally, there is a need to recognize the interdependencies between forced migrants and their
hosts, including the period for some years after the forced migrants have left the area. Households
and local communities may need some time to adjust to the population shock—both to the sudden
influx at the beginning and the departure at the end. In the short run, environmental degradation
and disease propagation are major risks that need to be controlled for to support adaptation mech-
anisms. Moreover, the risk of violence and crime cannot be understated. However, in the long run,
humanitarian assistance has a great potential to pave the way for development efforts. In particular,
the host community may reap long-term benefits from improved road infrastructure and social
networks formed during the refugee or IDP situation. Discussing policy options to transition from
humanitarian assistance to development support is another focus of the next section.

3. POLICY OPTIONS AND ADAPTATION MECHANISMS

Our literature review points to multiple direct and indirect impact pathways of how displaced
people interact with their host populations. In particular, the role of labor and goods markets, as
adaptation mechanisms, is critical. This is because these markets can provide vehicles for positive
impacts on economic development. Yet, policy has an important role to play in order to minimize
the negative impacts on certain subgroups in the host communities. In this penultimate section,
we consider policies that the host country and the international community can take.

3.1. Host Country Policies

Ethiopia, Rwanda, and Uganda have recently initiated so-called refugee self-reliance policies that
permit refugees to farm, work, or engage in entrepreneurial and industrial activities, often in
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special economic zones. The available evidence suggests that these policies have a positive im-
pact on the economic and food security situation in the hosting areas (Taylor et al. 2016, Alloush
etal. 2017). In Rwanda, refugees were allowed to interact with the host-country population, even
though Rwandan nationals were not permitted to enter refugee camps. In addition, refugees who
received cash transfers appeared to generate more economic benefits than those who were given
food assistance (Taylor et al. 2016). This policy appears to have facilitated positive economic out-
comes from refugees’ participation in labor and goods markets. In the case of Ethiopia, anecdotal
evidence suggests that Eritrean refugees residing in the Adi Harush camp benefited from loan
and vocational training programs administered within the confines of the camp (Mallett et al.
2018). However, beneficiaries who invested in microenterprises soon encountered market satu-
ration challenges, as they were not permitted to expand and sell outside the camp (Mallett et al.
2018, Zetter & Ruaudel 2018).

In Uganda, Congolese refugees were found to benefit from agri-entrepreneurial activities,
which were permitted under the Refugee Act, although they were often required to pay fees for
a work permit in the capital city of Kampala (Betts et al. 2017). Also in Uganda, those refugees
confined to the Rwamwanja emergency camp lived under tighter restrictions imposed on their
movements, and the district government imposed an entry tax on any Ugandan wishing to engage
in economic transactions with the camp residents. In this latter case, positive economic impacts
were not realized for the refugees, nor for the host community. This emerging evidence stresses
the crucial role of policy in enabling refugees to harness the labor and goods markets and gener-
ate economy-wide benefits in the host population. Although some countries, such as Ethiopia and
Jordan,!'! have already started creating special economic zones for refugees to work and be produc-
tive, it remains to be seen how effective they are relative to simply allowing the refugees to engage
in the regular economy. Anecdotal evidence in Jordan suggests that these initiatives have not (yet)
delivered their developmental promise given the low uptake of work permits by Syrian refugees
(Amjad et al. 2017). Understanding the barriers to labor market integration for displaced people
and low uptake of work permits in Jordan and other settings is needed to generate policy-relevant
evidence on the impacts of special economic zones for forced migrants.

3.2. External Assistance

Humanitarian aid constitutes a wide variety of policy instruments that have been used in displace-
ment settings, especially in the short run. The timing, source, and type of aid as well as where and
to whom it is targeted have considerable implications for the resilience of the host community
(Barrett & Maxwell 2005, Tschirley & Del Castillo 2008, Lentz et al. 2013). Of all the different
types of humanitarian aid, food aid has been under considerable scrutiny and analysis. In general,
food aid improves food availability and can mitigate sharp increases in prices of aid-related food
items in the short run (Del Ninno et al. 2007, Kirwan & McMillan 2007). However, depending on
whether it is directed only to refugee camps or displaced in other settings or to nearby households
in the host community, it will have varying distributional impacts. Often the poorer households of
the host population are disfavored if the supply is not sufficient to prevent local food price hikes,
and in these circumstances, the aid likely erodes their capacity to build resilience and long-term
food security (Chambers 1986).

In most cases, food aid is delivered (or targeted) to refugee camps and excludes the poor in
the host communities. Often, refugees will trade some of the food aid they receive with the host

Jordan, in partnership with the FEuropean Union and the World Bank, is investing approximately
USS$1.7 billion in special economic zones for refugees, as part of the Jordan Compact, which is designed
to attract the private sector and employ Syrian refugees.
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communities to obtain cash for purchasing other goods and services. This trade typically involves
wealthier groups in the host communities, a practice that also has distributional implications in the
host community. This mechanism has led to the notion that it may be more efficient and equitable
to provide cash transfers or vouchers (conditional or unconditional) to both displaced migrants
and poor households in the host communities, especially if food and other goods can be purchased
at affordable prices from the local markets (Jaspars et al. 2007, Bailey et al. 2008, UNRWA 2011,
GHA 2012, UNHCR 2012a). A major risk is that cash-based interventions may have a stronger
impact on nonbeneficiaries and potentially lead to localized food inflation if food markets are not
well integrated (Basu 1996, Hoddinott et al. 2018, Cunha et al. 2019).

Another risk in the humanitarian context is related to the fungible nature of cash-based inter-
ventions, which may be diverted with less difficulty than food aid by armed groups in conflict-
prone areas. Vouchers may constitute an interesting alternative in more fragile environments.
UNHCR (2012a) has already experienced cash-based interventions in a wide range of countries,
targeted to refugees with a particular focus on returnees (e.g., in Chad, DRC, Jordan, Kenya,
Pakistan, and Tanzania), IDPs (in Darfur and Somalia), and in limited cases, the host popula-
tion (e.g., in Lebanon). However, little is known about the relative efficiency of the interventions,
which would require making the different modalities fully comparable in terms of program design,
magnitude of transfers, and frequency of transfers (Hidrobo et al. 2014), while scaling up such in-
terventions to the local hosts imposes an additional challenge of targeting the most in need among
the host population. The randomized evaluation by Hidrobo et al. (2014) in Ecuador provides an
interesting benchmark for future studies on the subject. The authors found that the quantity and
quality of food consumed improved under all modalities (cash, food, or vouchers), but food trans-
fers led to larger increases in calories consumed, while vouchers did much more to improve dietary
diversity among both Colombian refugees and Ecuadorian hosts. Lehmann & Masterson (2018)
also show that cash transfers to Syrian refugees in Lebanon may mitigate hostility against refugees,
through either direct transfers to the local hosts or indirect transfer arising from increased demand
for goods and services sold by host individuals. However, these studies are too limited in scope
to be able to draw general conclusions on the subject. The same authors (Masterson & Lehmann
2018) also find that cash transfers are unlikely to ease political mobilization among the recipients.

Whether food aid is procured locally, regionally, or from overseas is another aspect of food
aid that has to be considered in terms of its implications for the host community. If food aid is
imported from overseas and is not procured from local markets, it may reduce the incentives for
farm production in the long run, thereby limiting the ability of the host community to transition
from humanitarian aid to development. This effect of overseas imported food aid is reinforced in
displacement settings because food production is often hampered by conflict and lack of security
and by the lack of production capacity and price incentives, once the security conditions improve.
Therefore, provision of food aid sourced from overseas may have less of an adverse effect in the
short run, up to the point where conflict has abated. It may thus be advisable to phase out pro-
curement of food aid from overseas and build capacity for agricultural production and marketing
in the host community as security conditions improve, contingent on monitoring and evaluation
of local markets, food production, and consumption requirements.

3.3. Long-Run Development Implications

In the long run, there is a need to recognize the interdependencies between forced migrants and
their hosts, including the period for some years after the displaced persons have left the host
areas. In particular, development efforts may have an opportunity to capitalize on investments
such as improved road infrastructure and social networks formed during the refugee situation, for
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example, by fostering trade that takes place via the improved roads or is based on the social net-
works formed between the repatriated refugees and host communities. Traditionally, though, the
international community, under the leadership of the UNHCR, has relied on three main solutions
to address protracted refugee situations: voluntary repatriation, local integration, and resettle-
ment.!? These programs assume that integrated interventions in host communities are effective
at addressing the challenges of protracted refugee situations. However, there is limited formal
evaluation of the long-term impacts of these approaches. The assertion that dispersed settlements
offer a superior solution in the long run lacks empirical evidence. For instance, Ginn (2018) re-
cently questions that assertion by showing that camps offer considerable advantages in terms of
coordination and accommodation costs. At the very least, more research is needed to be more con-
clusive on the subject. Building the evidence base on effective strategies to enhance resilience in
host communities should be central in moving the research agenda forward. The current limited
research means that policy decisions are often made without a good idea of their consequences.
Therefore, a more open and collaborative framework is needed that includes policy makers, de-
velopment practitioners, and researchers to generate the necessary evidence base for enhancing
resilience in host communities.

4. CONCLUSION: MOVING THE RESEARCH AGENDA FORWARD

An emerging literature assesses the impacts of forcibly displaced people on host communities, in
particular, through the goods and labor markets, as well as through health channels. However, our
understanding of the economic impacts of forced migrants on host communities is in its infancy
and requires pushing the research agenda forward into several directions.

First, most analyses have focused on one particular sector or impact channel. However, a more
comprehensive view is needed. The issue is complex given the multiple and indirect channels
through which forced migrants can affect host communities. The impacts may also change over
time and space and have heterogeneous distributional consequences, likely affecting the poorer
and disadvantaged negatively compared to wealthier groups. The complexity of the impacts calls
for more complementary and integrative research approaches that use innovative qualitative and
quantitative research methods.

Second, this review has shed light on the paucity of evidence on the three main solutions to pro-
tracted refugee situations that UNHCR has traditionally used in most of its activities. Weighing
the costs and benefits of each policy option requires a better understanding of the general impacts
on the host population, the forced migrants, and their places of origin. In particular, there is a need
to pay more attention to the consequences of repatriation and integration of forced migrants on
local communities, which seem to have strong linkages with the economic outcomes of the host
community. In addition, these options have often been implemented with limited consideration
of the long-term implications for the host communities. For instance, we know little about the
relative efficiency of different interventions, such as conditional or unconditional cash, vouchers,
food transfers, or a combination thereof, in protracted refugee situations. Similarly, the impacts
of infrastructure investments that take place in refugee situations and their implications in the
long run need to be understood to inform approaches for linking humanitarian aid and economic
development efforts.

12 Another type of intervention is the provision of economic and educational activities within forced-migrant
settings, which has been implemented by nongovernmental organizations and mainline refugee agencies such
as the United Nations Relief and Works Agency and the International Organization for Migration. These
interventions allow refugees to maintain a basic livelihood as well as obtain livelihood skills that they can use
later, upon eventual repatriation.
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Third, due to data availability, many quantitative studies have focused on assessing the impact
of refugee camps on the host population. Studies contrasting the differential impact that could be
hypothesized between refugees and IDPs and studies of other refugee accommodation types (e.g.,
camps versus self-settlement approaches) are urgently needed, as the lessons drawn from refugee
situations may not be directly exportable to other types of settings.

Fourth, the literature appears to be divided between assessing impacts on displaced people and
impacts on the local hosts. Our literature review indicates that the nature of interactions between
forced migrants and hosts largely determines outcomes conditioned on the type of interventions
(such as food versus cash, education, employment). For example, targeting one group may have
indirect welfare implications for the other, and understanding this interaction is an important area
of research. A better understanding of the social interaction and perceptions between displaced
people and local hosts, and of the disparities between the two groups, could help in the attempt to
employ local integration as a viable policy option. For example, the level of trust or social cohesion
versus tension has reportedly been affected by structural changes in the local economy induced
by inflows of forced migrants and associated humanitarian interventions and government policies.
Understanding how social constructs such as mistrust or tensions may change due to the advent
of forced migrants and associated policies or interventions can be integral in enhancing resilience
to conflict in the local communities and hence economic development.

Finally, a more practical knowledge gap is to know how to align the incentives of policy mak-
ers, practitioners, and researchers. The urgent nature of the humanitarian activities often conflicts
with time and control requirements that characterize high-quality research. Preparation of fast-
track research in close collaboration with implementing partners (such as WFP and UNHCR)
would be programmatically favorable but may not yield the needed rigor for empirical evidence
generation. Thus, greater collaboration between researchers and practitioners is needed. An ob-
vious precondition for this to materialize is the creation of strong institutional partnerships. This
cooperation is paramount to close the existing knowledge gaps for enhancing resilience and eco-
nomic development in contexts of forced migration in poor countries.
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