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Executive Summary

Due to the ongoing Syrian civil war, between 2011 and 2016 about 5.1 million Syrian
have been externally displaced. Most of the displaced Syrians initially arrived to
Middle Eastern countries. Turkey hosts more Syrian refugees than any other country
with an estimated 3.2 million refugees which comprising 3.5% of the country's
population. Lebanonbsorbed about 1 million refugees, which comprise 20% of the
local population and Jordan absorbed 650,000 Syrian asylum seekers, which comprise
9% of its population. In Europe the main hosting countries are Germany and Sweden,
however asylum seekers repmasenly slightly more than 1% of the total population

in those countries (UNHCR, 2017)

The initial policy in most Middle Eastern hosting countries made it difficult for Syrian
refugees to integrate (with Lebanon being the exception) into the local labatma
Contrary, the majority of European countries allowed Syrian refuges to receive
working permits. Therefore, many refugees, seeking to improve employment
opportunities began to make their way into Europe. As a result, the political discourse
in Europeregarding Syrian asylum seekers has become significant. One of the main
concerns raised by locals, both in Europe and in Middle Eastern absorbing countries,
the impact of refugees on local labor markets, unemployment rate and wages. Other
concerns includedsecurity, crime, terrorism welfare benefits, the cost of

accommodating refugees, etc.

As the Syrian civil war refuses to end, the last couple of years marked a change in
conception for many hosting countries. There is now a growing understanding that
there's a need to take care for refugees' education, employment, health insurance and
long-term shelter. The implementation of such policy stirs a significant political
opposition due to feelings in the general public in many hosting countries.

The information that has been provided thus far about the implications of Syrian
refugee arrival is rather insufficient, and there is little consensus on how they affect
local labor markets. For example, in Turkey in some regions the arrival of refugees
has been accompeed with resistance among the local population, and in other they
were seen as cheap labor force that creates a relief on the burden imposed on them.
Lebanon is the only Middle Eastern countries that from the very first stages of the

Syrian conflict implenented a policy that allows participation of the Syrian refugees
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in the labor market. On the other hand, Jordan is desperately in need to be seen as a
country that supports the local population that might be affected from the refugee
wave, and therefore ipost a much more rigid policy regarding the integration of
Syrian refugees in into the local labor markBesearch had been conducted
concerning the impact of minimum wage on the labor market effects of immigration.

It has been found that minimum wage yslaan important role in mitigating any
adverse labor effects of immigration (Edo, Rapoport, 20Erfyopean countries
suggested different plans such as temporary exceptions from the minimum wage,
special training program and tax reductions for refugeesrder to support their
integration in the labor market.

This research seeks to contribute to the assessment of refugees within labor markets
and differing countriesO economies. Past studies about the impact of refugees on
absorbing labor markets suggdsttrefugees have no significant impact while others
argue that refugee influx causes a negative supply shock and is very likely to affect
the lowest classes within a host country

In this study we used the Borjas and Monras (2016) approach which allinwglex
empirical specification based on factor demand theory to measure the consequences
of the refugee supply shock. This approach has recently been applied by Borjas and
Morans (2016) to study the impact of the inflow of Cubans into Miami in 1980, the
inflow of French repatriates and some Algerian nationals into France at the end of the
Algerian Independence War in 1962, the inflow of Jewish immigrants into Israel after
the collapse of the Soviet Union in the early 1990s and the exodus of refugees from
former Yugoslavia during the long series of Balkan wars between 1991 and 2001.

Using thisapproachwe examined both the impact of Syrian refugees on wages and

on unemployment rate. With accordance to Borjas and Monras main results, we
uncovered that the Sgn refugee wave decreases the growth rate of real wages;
however have no effect on unemployment rate. However, it has been found that
Jordan drives the negative relationship between the importance of the flows of Syrian
refugees and the growth of realges. This seems to make sense since the number of
Syrian refugees is very large as compared to JordanOs population. One can reasonably
expect a similar effect in Lebanon where Syrian refugees are even more numerous

than in Jordan in comparison to the dotitepopulation. However, we donOt have
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data on wages for Lebanon and our assertion can only be speculative. Finally, Syrian
refugees are not numerous enough in the other countries (even Turkey) to affect
domestic wages.

The country review and the empiricaksults lead us to four main policy
recommendations. As for the majority of countries no connection between the Syrian
refugees' inflow and unemployment or wages has been found, first, we recommend
strengtheninghe existing trend of removing refugspedfic barriers in the labor
market. In addition, in countries with high minimum wage, temporary exceptions
should be permitted in order to promote the employment of refugeesther
important recommendation is fwovide temporary migration opportunities line

with the labor market needs and address shortage of workers in some occupations,
such as agriculture. A further investigation is needed based on each country's needs.
Our last policy recommendation is to offer targeted temporary work opportumtes a
programs, as some European countries are already doing, both to local population that
might be affected by the integration of refugees, and to the refugees themselves.

Literature Review

General Review

As of October 2017, the different United Nati@genciesregisteredver 5.3 million

Syrian refugees, 47.5% of them were kids up to the age of 17. 23.8% of the refugees
were male at the working age (58), and 25.5% were female at the working age.
Currently, @ove half of the refugees aregisteredn Middle Easterrcountries 3.2

million Syrian refugeesare registered in Turkey, 1 million in Lebanon, 650,000 in
Jordan, 250,000 in Iraq and 124,000 in Egypt.

According to the UN official dat&uropean Uniorcountriesare hostingaboutone
million Syrian refugees. 64% of the Iyn refugeesn Europeare hosted in Germany
and Sweden Other EU prominent countries that took in refugees are Austria,
Hungary, Netherlands, Denmark and Bulgattais also notedoy the UNthat the
exact number ofefugees in Europmight be even greater than the registered number
(UN official site). This numberof refugees hasignificant economic, political and
social implicationson the hosting countries
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The process of absorbing refugeesoag hosting MiddleEastern countries was
uneven. While Turkey had agreed at first to absorb the refugees in camps, until
recently, it was very difficult for Syriarefugeedosted in Turkey to receive a regular
working permitin the country(Kiri'lci 2016). Contrary, n Lebarmn the process of
absorbing refugees wassignificantly easier The Lebanese labor market is
characterizedvith a high demand for low paid Syriamorkers Hence,it was easier

for Syrian refugees to integrate into the Lebanese working fdocdanon the ¢her

hand implemented a more rigid polieymed to preventhe entry of Syrian refugees

to the local Jordanian labor market (Turner, 2015).

Unlike the strict policy implemented imost Middle Easterncountriesin the early
years of the Syrian conflicthe majority ofEuropean Uniorallowed Syrian refugees
to receive working permits. It might be possible that the policy gap bettgepean
countriesand Middle Easterncountries led to the emigration of many high skill
refugees with higher education levd to Europe The more integrative policy
implemented in Europbas been found to be more attractive to refugees setking
improve employmenvpportunitiegKizil, 2016). This is important due to the possible
effect of the immigration on economic growtthebretical studies show thahenthe
immigrant populationis more educatedand has a higher level of skillgy the short
term, the negative effect on growth will be smaller. The theoretical result is
corroborated with findings in empirical studies (Bar#, Coulibaly and Rault,
2013).

As the Syran civil war refuses to endhe last couple of yeammarked a change in
conception for manyosting countriesThere is now a growinginderstanding that
there's a need to take care for refugees' education, employment, health insurance and
long-term shelter.In order to ensure that social and econolomg-term outcomes of
the Syrian refugee crisis will be positive, countr&sould undestand that the
refugees woulgrobablybe staying in thie countriesfor a long period of timeThis
means among otherto implementan accommodatingpolicy regardingthe refugees
and not only toabsorbthem into campsThe implementation of sucpolicy is
expected to stir aignificantpolitical opposition due téeelings in the general public
in manyhosting countries, that even bBipsorbingefugees in camps, they akeady
doing more than they are required to do (Kirilci 2016).
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The conceptim that refugee camps are meant most &meémost to ensure
humanitarianconditiors to the refugees and tgerve thesecurityneeds ofthe local
population at the hosting country ignoréee fact that one of the most important
implications of creating theanpsconcernghe local labor market. In order to better
understandunder what circumstancepuntries chooséo force refugees to live in
camps and not to integrati@eminto society It is important to bear in mind that one
of the most significant reassns the decision weather a country would like the
refugees to join the labor mark@wurner, 2013

The possible implications of integrating the Syrian refugees in the local labor market
had renewed the longolitical and economicdiscussion in the subjecdBorjas,
Monras, 2015 One of the biggest concerns hosting countries face is that migration
waves would lead to a decrease in salaries and an increase in unemployment among
local populatios (Dustmann, Fabbri, Preston, 200%). Europe, the mairpublic
discussion concerns theng-termimplications of the '‘Open Door' policy thaefenan
Chancellor, Angelavierkel, is implementing. While it might be hard to provide an
exact estimation about theng-term implicationsof such policy,the implication of
former migration waves could be examined in order to better understand the different
potential outcomes of the curremfugeewave (Alexe, 2015) as will be discussed

later in this chaptelAmong the influencing factorsn the labor market in the hosting
countries are the followin@® the number of migrants, the timing of the migration
wave, the level of humacapital of the migrantpopulation and characteristics of the
absorbing country (Borjas, Monras, 2016).

While this article focuses on the impacts refugees and immigrants on the local
population labor market, it is also worth mentioning that also the foreign population
experiences changes in wages and employment relative to the time before
immigrating. More pecifically, it is widely agreed today that immigrants suffer from

a "downgrading” effect during the shaonedium time period following the
immigration. This means that their location among the wage distribution in hosting
and absorbing countries is loweslative to their place of origi{Dustmann, Frattini

and Gliz, 2011)
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Turkey
Turkey is one of the largest hosting countries of refugaed,host the largest

amount of Syrian refuges. According to UN statistics, the number of Syrian refugees
in Turkey is about 3.2 million as of October 20Uatil 2015 Turkey has established

22 refugee camps in which 220,000 people lived, most of them from Byoiand

half of the refugees are under the age of 18. Since 2014 the Turkish press has started
to report about an increase in the number of Syrian refugees lookingefaranent
employment in the informal sectors, andttinerefore they risk exploitation.

Furthermore, it is noticeable that in urbagighbourhoodshat absorbed the largest
numberof Syrian refugeeswhetherin Istanbul or elsewhere, there's a noticeable
economic activity that involves the refugees in bakeries, businesses, travel agencies
and restaurants owned by Syrians. As of 2014, 75% of Syrian refugees living in
Turkey outside the carsgsearched for a job at a certain point of time. Howewrstl,

2016, the Turkish labor laws made it difficult on those jebekersto receive a
working permif and therefore an employment in the formal Turkish econmwary

hard to achievéKirilci, 2016).

In order to receive working permits Syrian refugees were required to hold a valid
passport and eesidence permit. The employalso hadto prove that there was no
Turkish citizen able to fill the position. In practice, most Syrian refugees arrived
without a passport, and obviously theould not extend its validity (Kirilci, 2016t

the beginning 0016 the Turkish government changed the restrictions on employing
Syrian refugees and started to issue more working permits. This move is expected to
have neaningful implications on the local labor market such as changes in wages and
employment rates (Kizil, 2016).

One of the noticeable problems of the sevemgtrictionsimposed on the Syrian
refugeesregarding the participation in the local labor marketaw the creation of a

black labor market, mainly ithe construction, textileand heavymanufacturing and
agriculture sectors Many Syrian refugees found seasonal jopportunitiesin
agriculture.Iln Kilis, a city in the proximity ofthe Syrian border, the average daily
salary decreased from 60 liras per day to 20 liras per day. The Syrian refugees had to
compromise o lower salaries than their Turkish counterparts (Kirilci, 2016).
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While in someregionsthat absorbed refugees it isiflge reported that the refugee
wave has been accompanied with resistance among the local population, in other
regionsthe local population sees the refug@s a cheap labor force thatatesa

relief on the burdemrmposed orthem In 2013, twoof theTurkish regions close to the
Syrian border, Kilis and Gaziantep, were among the only regions that reported a
decrease in unemployment rates. The Syrian refugees might be winrkingally;
however those statistics might testify on the increasing need faa®syvorking force

in the area (Kirilci, 2016).

The importance of the cheap Syrian labor force was also demonstrated in the
Gaziantepchamber of commerce recommendation back from 2013 to provide short
term working permits for Syrians, as well as vocatioe@lication ando provide
different social benefits. Following this recommendatiam 2014 the Turkish
authoritiescreated an acceleratguocessof issuingworking permits in the region
(Kirilci, 2016). h 2016 the Turkish government declared om@e comprehensive
change in policy (Kizil, 2016).

Up until the policy change of 2016, the Turkish authorities issued only 7,351 working
permits to Syrian refugees. Mgstrmits were given fobusineswners andot for
employees.The policy changas expectedio assist many Syrian refugees in the
country, although its beingimplemented significantly late compared to Europe. In
most of the European countries, according to the 1951 Geneva refugee convention,
Syrian refugees were allowed to apply for a permaresidence permit. In addition,

the policy in mosEuropean Uniorcountries is to enable academic scholarships for
suitable and bright Syrian refugees in order to enhance their integration process. It
seems like the policy gap between Europe and Turleetoléhe escape of most of the
skilled and educated refugees from Turkey to Europe (Kizil, 2016).

The process of examining the broad economic consequences of the Syrian refugee
wave on the Turkish economy is complicatethstly because most of the Syrian
refugeesareemployed illegally. Several studibavetried to capture the exact impact

on the labor market. A 2015 research found that as a result of the refugee wave there
has been an increase in housing prices, however it did not significdfett the
country's employment rate (AkgYndYz, van den Berg, and Hassink, 2015). A different

research from the same year compared regions in which the refugees settled in to
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other regions, befe and after the migration wavand found that there's a signifitan
decrease in the informal employment rates of local workers in regions that absorbed
Syrian refugees. The influence on wages was insignificant. According to this research
the main casualties were women, young people and less educated workers (Cerito"lu
etal. 2015). A different research reached the same conclusionmgside an increase

in the number of Turkish males employed legally in those regions (Del Carpio,
Wagner, 2015).

Tumen (2015) found that by 2015 local unemployment in Turkish regions that
aborbed Syrian refugees increased by 0.77 percentage points, but there was no
statistically significant effect on wages. lkaddition it was estimated that in
accordance with the literature in the subject, consumer prices have declined. One of
the most integsting findings was that while the increase in rental prices for lower
quality rentalunits was only 1.7%, the increase in rental prices for high quality rental
units was about 11%. This could be explained by an increase in demand of locals to
live in beter and safeneighbourhoodéTumen, 2015).

It is hard toattribute the changes in unemployment in different regions in Turkey to
the presence of Syrian refugees. Many of the Syrian refugees have arrived to weak
regionsin the first place, which demonstrated nega®emnomicoutcomes in the

years before the current refugee wave. HoweveGaziantep which is normally
characterized witla low unemploymat rate, contrary to the 2013 statistics brought
earlier,there wasan increaseof 1.9%in the unemploymentate in 2015 This data

might be an evidence for the impact of the Syrian refugee wave on the local Turkish
economy (Kizil, 2016).

As Turkey adopted a more comprehensive policy towards Syrian refugees only in
2016, it B important to gather information and provide an analysis of the impacts of
this policy change in Turkey. However, the fact that many Syrian refugees were
employed illegally doesn't mean that there was no impact on the legal labor market.

Lebanon

Lebanonabsorbedver 1 million Syrian refugees since the civil war broB=yond

the geographic proximity, the large number of Syrian refugees in Lebanon could also
be explained by the fact that from the early stages of the Syrian civil war, the
Lebanese policdid not force Syrian refugeds live incampsand theywere allowed

JI
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to settle in permanent residence quickly. Furthermore, the Lebanese government has
allowed most of the Syrian refugees to be employed in the informal labor nidrket.
Lebanese labor marketvas dependedin the past on the employmenf Syrian
workers at low waged he integration policy of the government allowed the increase

in the percentage of Syrian workers in the Lebanese labor naaréletompared it to

the levé which was customarin Lebanonbefore the retreat of the Syrian military

from Lebanorback in 2005 (Turner, 2015).

The majority ofthe participation of the Syrian refugees in the Lebanese labor market
is in theconstruction and agricultusectors 55% d the male Syrians theworking

ages are employed and 6% of the female Syiimtise working ages are employed.
92% of the employed Syrians in Lebanalon't have a formal ontract of
employmentand 56% ofthem are employed on a seasonally, weekly dy dasis.

The average monthly salary of Syrian refugees is about $290, vgh@3% of the
Lebanese minimum wage. The participation of Syrian refugees led to a decrease in
wagesof low skilled employees, mainlin the BeqaaValley. In certainsectorsthe

salary of low skilled employees decreased in about 60% since the beginning of the
Syrian crisis, mainly due to the fabiatSyrians are willing to work longer houier a
smaller salary compared to their Lebanese counterparts. It is also worthghdiei

many Lebanese are also willing to compronusetheir salaries in order to avoid

being replaced with the cheap Syrian labor force (Turner, 2015).

Lebanon is an examptd a hosting country that its economic interests are in line with
its economicelite. Therefore, among other, the country implementlecy that
allows participation of the Syrian refugees in the labor market, even at the price of a
decrease in localorkers'salaries. That is, the Lebanese casaeltes us that when the
countrys interests are similar to those of its economic elite, we are expected to
witness the implementain of social and economic policidsat further integrates the
refugee into the labor market (Turner, 2015).

Jordan

Jordan implemented a different policy regagdthe Syrian refugees. In Jordan, as of
2015, around 80% of refugees wenarlg outside the refugee campswever, the
Jordanian government opened several refugaeps;the biggest of them iZaatar

refugee camp. The population at the camp is estdrataround 80,000 refugees.

JJ
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Due to the strict and limiting policy implemented in Jordan, most Sytiaatreside
in the campsare not allowed to leave thenegally without being deported back to
Syria. This means many of the refugees are being sepamedhe Jordanian labor
market(Turner, 2015)

The main reason that the Jordanian government is implementing this policy is its
desire to decrease its dependeanecheap foreign workers. This policy serves first
and foremost the supporter of the Trdosdanian policy, which mainljive in the

rural areas, characterized by relative high unemployment rates. The separation of the
Syrian refugees from the rest of the population prevents any increase in
competitiveness in the Jordanian labor market (Tug@x5).

In 20150nly 22% of the male Syrian refugees in Jordasme employedand less of

1% of thefemaleSyrianrefugeesat the working ag&vereemployed. Those statistics
don't include the Syrians that reside inside the camps, that don't even have the
possibility to integrate in the local labor market. Despite the concerns of many
Jordanians that Syrian refugees would compete with them on jobs in the construction
and retail sectors, in fact it seems like the refugees are competing other foreign
employeesn the country. The Jordanian official reports show that the percentage of
Egyptians being employed in the country has decreased by 20% from 2010 to 2013
(Turner, 2013).

Jordan sets an example to a refugee hosting country that is desperately in need to be
seenas a country that supports the local population that might be affected from the
refugee wave. Absorbing refugees in camps supports the causegoivdramento

prevent decrease in wages and iaseein unemployment. Namely, \@&pect to see

that in countriesvherethe population could get husy a migration wave has a strong
political power, the policy would be to separate the refugee and migrates population
from the local population. The perception in the general ptitditan increase ithe
competitiveness in the job market wouddrm the local populatiowill increase the
political pressure on the authoritiescreate this separati¢furner, 2015).

The European Union

During the first years of the Syrian Civil War, MiddEastern countries, as well as the
refugees themselves believed that they would be returning to Syria. As the war refuses
to end, the notion among refugees changedithey realizedthat they would not be

JE
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returning to Syria in the near future. MaByrians started looking for better job
opportunities compared to those provided in Middle Eastern countries. Therefore,
since 2013, the refugees' tendency to get clustered near the Syrian borders
transformed into a ilingness to move further wesespecidy to Europe (Tumen,
2015).

As a result of the refugee wave to Europeyrdpean hosting countries, mainly
Germany, Sweden and Austrexperienced an increase in the aggregate demand as a
result from a fiscal expansion aimed to support refugees in hodisow health, etc.

In 2015 theEuropean Uniomecided to boost resources devoted to refugee surge from
1.7 billion Euros (0.0% of the European UniorGDP) to 9.2 billion Euros (0.07%f

the EuropeanUnion GDP). It is expected thdbllowing the increasén demandthe

labor supply effects will develop gradually. In the medium and teng, the impact

of the refugees on employment and GDP in hosting European countiegseisdat

on their integration tothe labor market. Assuming the integration process
successful, and that the initial employment gap between the local and the refugees
would gradually narrow, it is expected that by 2020 the economic growth in Germany,
Sweden and Austria euld be higher compared tother European countries.
However if the labor integration is less successfus isuggested that unemployment
and government d¢wouldrise (Aiyar, etc. 2016).

One ofthe concerns in Europe is thratiny European economies are still struggling to
recover from the global financial crisis atite sovereign debt crisis. Thereforthe
integration process of thefugees would take longer atttky will experiencéigh
unemployment rates andw wagesfor a long periodAnother challenge that many
European countries face is thpatst data shows that immigrants frdme Middle East
have hadharcer time to integrate into the European labor market compared to
immigrants from other regions, chiefly because they are twice as likely to have only a
lower secondary education or less. Positive side is thadlthoughthere is a lack of
accurate databout the education level of current refugetbe available statistics
testify that the current wawof asylum seekers from Syage more educated than past
immigrants fronthatregion(Aiyar, etc. 2016).

In addition, empirical evidencguggestshe migrants' employment rate and their job

quality are higher in countries with low entry level salaries and less employment

J%
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protection.Meaning, high entry level position wages might be a sigaitibarrier to
immigrant integrationThereforg it has been suggested that in Eupeountries in
which employees enjoyigh level of protection, temporary exceptions should be
permitted. For exampleit was suggested that in countriesuch as Germany
employersshould be allowed to exempsylumseekers from the minimum wage for

the first six months of employme(aiyar, etc. 2016)

In addition, it was recommended to implement tailored introductory programs for
migrants, to help tha overcome differenkinds of disadvantages in the local labor
market. Such programs already takkacp in many European countries. Other
recommendations include reducing taxes andasseicurity to lowwage workers and

lower barriers onentrepreneurship (Aiyar, etc. 2016Jhe quick intgration of
refugees would not only benefit the refugees themselves but also the local European
population. It is expected that in the long run, as competition on lower paid job would
increase, the incentive of many locals to gain higher athrc and to specialize in

more complex tasks woukllsogrow (Aiyar, etc. 2016).

Theoretical Modelsind Empirical Result®Ilmmigrants and Refugees

The findings of past researches on economic implications of migrations are diverse
and don't always te$yi a meaningful influence (Clement, Hunt 201(Dustmann,
Schonberg, Stuhler, 201®lost findings testify that at mosthe negative implications

of migration on wages and employmentlimited in hosting countes (Dustmann,
Fabbri and Preston2005). From examining how exogenous shocks, such as
migration, influence the labor market, it seems like there's a negative influence on job
finding opportunities for the local population that compete them. However,
immigration hasnot once, positive impact on ges for the complementary skill level
population (Borjas, Monras, 2018)ther research found thatie younger natives
experience larger wage effects, employment responses are particularly pronounced for
older nativegDustmann, Shonberg, Stuhler, 2016)

It is also worth mentioning thabday many researchesonsiderimmigration waves

not to becompletely exogenousvigrants takeinto consideration the possible job
opportunities as well as other economic conditions of the hosting countries, before
they choose where to migrateow unemployment rate aridgh growth rateswould

be appealing for many migrants (Boubtane, Coulibaly, Radit32 However, vhile
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economic migrants choose their destination to maximize employment opportunities,
refugeesprimary goais to secure personal safeBrom examining the Syrian casg, i

IS noticeable that many Syrians have a strong preference fondastintries with

high employment rates in Europe (Aiyar, etc. 2016).

Therefore, lhe Syrian casenight be considered as example to the blurring border
between refugees and immigrams being adisplacel becomes dong-term reality

for many refugeeghey are expected teeek livelihoodemploymentopportunitiesin
different destinationsBased on past evidendeis suggested that allowing greater
mobility for refugees would in the long run help to reduce their dependence on
international aid, and imease their ability to earn a living and achieve access to other
long-termsolutions (Long, 2015).

Despite the fact that the existing findings regarding the implications of migration
waves on the local population are diverse and do not testify on sighiécanomic
implicationsin onedirection the public opinion in many countries is influenced by
increasing concerns that the 'open door' policy alongside an easement in the working
permits application process would hatime local population. The concerfrom
negative potential implications to wages and employment level, at least in the short
term, provides a vocal and meaningful opposition for the implementation of policies
that are considered more liberal (Dustmann, Frattini and Glitz, 2008)irlie that

the strongest concerns in the Syrian case are especially strong among people with low
skills and without higher education, as they expect to comyi#iehe refugees.

Dustmann, Frattini and Glitz used a theoretical model in order to examine titdgoss
implications of migration waves on the #&clabor market.The conclusion they
reached wathat the two most influential factors on the performance of the local labor
market following migration waves are the skill level of the migrants compared to the
skill level of the local population and the elasticityciapital supply. When the skill

level of the migrants is similar to those of the local population, and the capital supply
is perfectly elasticthenthe job market would simply absorb the migratworkforce
without further implications. In any other condition the model predicts wage
implication on the local markdd some might earn from the arrival of the refugees
while other should expect losses. The aggregate implications depend on the level of

elasticity of the capitol supply (Dustmann, Frattini and Gliz)other words, it might
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be suggested that the impact of immigration on the labor market in host countries
depends on whether the migrants and the local populations are substituted or
complemets in the market (Boubtane, Coulibaly and Rault, 2013).

In another research, Dustmann, Frattini and Glitz, focusing on febeign
population in the UK betweeh997 and2005, examined the effects of immigration
along the distribution wageAs in many other cases, they concluded that immigrants
have an adjustment period in which many of them work in jobs and occupations that
do not correspond to their skills on former profession. Mostly, it has been found, that
during that time, that might e considered as the shaomedium term period,
immigrants are "downgradegupply (Dustmann, Frattini and Glijt201J).

Regarding local population, it has been found that immigration waves leads to a
decrease in wages among competpgpulation. Meaning, mmigrants cause a
decrease in salaries at those part of the distribution where the relative density of
immigrants is higher than the relative density of the local population. On general it
has been found that the impact of immigrants on local populati@yss is slightly
positive (Dustmann, Frattini and Glitz, 201Anhother big concern that many hosting
countries share is the fiscal burden of absorbing Syrian refugees. Researchers, mainly
in the 1990's evaluated the fiscal impacts and concluded thatadhersic impact and

the burden on the country's social welfare system wededively small (Boubtane,
Coulibaly and Rault).

The professional literature in the field includes references to four caam studie®

the Cuban migration wave to Miami in 1988¢ Algerian refugee arriving to France
during the Algerian War of Independence, a migration wave that included both
French civilians and local Algeriangie migration wave to Israel from former USSR
countries following the collapse of the Soviet Uniontle early 1990's; and the
refuges arriving to European countries from former Yugoslavian countries, due to
the Yugoslavian wars during the 1990's. Each migration wave was characterized in
different size, timing and level of human capital (Borjas, Mor2846).It has been
concluded, that even if therbave been short term implications for the local
population, in the long term, even the natives who should be the closest substitutes
with the immigrant population have not suffered significantly (Friedberg and Hunt,
1995).

JG



I"#$% &)*+,-)"..-/01)2.) 345678)9-.:;--1)28)0,-)<7=25)#75>-01)2.)?210)#6@ @A-)"710-58)78@)":52B-78)C2:8056-1D

The Cuban migration included abow201000 migrants with a low level of human
capital. In contrast, the migration wave to Israel from the former Soviet Union
included around 500,000 migrants characterized with a relatively high level of human
capital. Most of them had at least a basic acalentucation. The arrival of refugees

to France from Algeria included.5 million refugees with diverse levels of human
capital. Fromanalysingthose migrationwaves it seems thain the short ternthey

had mainly a negative influence on populations withilar level of human capital as

the migrants meaning on the substitute population to the immigrafite negative
influence is chiefly expressed with lower salaries, decrease in employment level and
sometimes both. Howevet seems like the migrationaves hasn the short terma
positive influence on populations with different level of human capital from that of
the migrants' population (Borjas, Monras, 2016).

CubaUSA - Theformer CubanPresidentFidel Castro, allowed in 1980, for the first
time, to Cuban citizens to migrate through Mariel port. Due to this change in policy
around 125,000 Cubans migrated to Miami, Florida. The migration wave caused an
increase of about 8% in thmties workforce About 60% ofthe migrantshad no
secondary education and therefore increased the competition for workers from low
sociceconomic background. The percentage of male without secondary education
increased in about 32¢elemens, Hunt, 2017).

It was indeed visiblghat the average salary for workers who did not complete
secondary education was significantly lower in Miami in those years compared to
other cities in the area. Similarly, the average salary for workers who completed
secondary education increased fasteMiami compared to other cities in the area.
However, there was no significant change in the level of employment in the city
(Borjas, Monras, 2016)More recent results showhat the decrease in salarie
observed in Miami during those years was a resui sudden change in the racial
composition of population survey particiga in the city in 1980 that hatbthing to
dowith the migration wave itse(lClemens, Hunt, 2017).

Algeria-Franceb Another important case study was the migration wave that followed

the Algerian independence War. The end of the war in 1962 marked the beginning of
a refugee wave into France. In the summer of 1962 alone 750,000 refugees fled

Algeria to France. The wave msisted of two different populatiord the French
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colonial and the local Algerians. That wave had negative and meaningful impact on
competing employees in the local French labor market. That is, the migration wave
caused a decrease in the employment raweng local French that was now
competing with the migranta the short termAs most of the migrants had a low skill
level, this population was affected the most. However, also populations with higher
education showed a relative decrease in employmert,inblower percentages
(Borjas, Monras, 2016).

Former Soviet Uniofisrael B As mentioned, one of the most important cases that

could imply on the long term consequences of the Syrian refugee wave is the
migration wave of former Soviet Union citizens toaksr at the beginning of the
1990's.Due to a change in policy in those countries, and due to the relative easy
immigration policy posed by Israel to people witwishorigins during the years
19891995, more than 60000 immigrantfrom the former SovietUnion movel to

Israel. This migration wave caused an increase of 13.6% in the size of the Israeli
population.Unlike the Cuban migration wave to the United States, the Soviet Union
migrans enjoyed a relatively high level of skills. Only 11% of them auito Israel
without secondary education, while in Israel 33% of the population had no secondary
educationat the time Around 43% of the migrants tiacademic education, while

only 18% of the local Israelis had similar education level. However, 14% of
migrants with an academic education were employed in jobs suitable for low skilled
employeesand 50% of the migrants were employed as skilled employees in the
industry and construction sectors (Borjas, Monrag620

The data shows that the short termthe population that was mostharmed by this
migration wave was the more educagapulationin Israel, which experienced a
decrease in incomes during those years. It is also shown that the level of education
andskills of the migrants could not provide a strong indication regarding the job they
found in Israel and that the skill level they possessed was not fully translated to the
Israeli market. This could bexplainedby the language barrier many migrants Had.

is indeed shown that income shocks were weaker in profeski@ngetuired fluency

in Hebrew(Borjas, Monras, 2016).

In addition, as expected, immigrants suffered from a downgrading period in which

they had to work in occupations that do not correspeitd their previous set of
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skills. This is considered in the professional literature as "downgrading“. Pre
allocation of immigrants according to their measured skills before immigrating,
placed them at different locations following the immigration (Dusimdrattini and
Glitz, 2011).

Former YugoslavidEuropebFollowing the dissolution of Yugoslavia, Europe faced a

number of refugee waves from former Yugoslaveauntries. The first wave took
place in 1991 and 1992hen Slovenia, Croatia and Bosnia declared independence
Another wave took place as the Kosovo crisis erupietike other migration waves
brought here, mny of the Yugoslavian refugees returned to their countries when the
fighting ended. During the 19%0260,000 peoplwho were born in Yugoslaviadnd

their way to Austria, Greece, Ireland, Portugal, Romania, Spain and Swiss. Even
though it's only an increase of 0.3% in the population of the absorbing countries, the
refugees chose focused ada resié in. The city that absorbed the biggesimber

of refugees was Vienna. Data shows that this migration wave had-significant

but negative influence on the local population. However, during those years Europe
faced several other migratiamaves andt is difficult to isolate the influence of the
Yugoslavian refugees on local laboarkets (Morjas, Monras, 2016).

In the first two examplesf Miami and Israel the migrants from Cuba and the former
Soviet Union probably chose the destination country while taking economic
opportunities under consideration, which means the country of origin, is not
completely exogenous. On the othemnd it seemslike refugees from the last two
examplesof Algeria and former Yugoslavia, escaped to the easiestlagest
destinationsand therefore the shocks might be referred to as more exog¥vibes
comparing those cases to the Syrian refugees, it seemsdikim the first stages of

the Syrian war the refugees believed that they would return to Syria, and therefore
chose close destination to stayburkey, Lebanon and Jorda@nce they realized
they are going to be displaced for a long period of time #tayted to act like
immigrants, searching for better employment opportunities within Bhepean

Unionin countries such as Germany, Sweden and Austria.

Possible implications on the Syrian Case

As the above caseasdicate,absorbing immigrants into locébor markets had only

smallwage and employmeimmnplicationsin thelong term. Meaning, thadespite the
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popular belief ofocal populatiorthatthe immigrants have an adverse effect on wages
and employment opportunities, past cases as well as the literature does not support
this conclusionn the long tern{Friedberg and Hunt, 1995).

Thus, it is recommended to strengthen the existing trend & coointrieso remove
refugeespecific barriersand to provideat leasttemporary migration opportunities in

line with the labor market needs hosting countriesThis task might have strong
opposition and might be difficutb achieve politically One @ the ways to overcome
sometimes hostile public opinion would be to offer targeted temporary work
opportunities and programs that address shortage of workers in some occupations
such as agricultureas well as technical and language skills. Other recordaten
programs could be aimed tbe local population who might experiendecrease in
wages or even unemploymentthe short ternfLang, 2015)

In addition, as it's been mentioned, the increase in supply of workers with low skills
could increase the demarmd local population for higher educatiand advanced
training. Thereforethey might be hurt in the short run, but as long as there's a
government support for helping those who might be affected, in the long suwithe
benefit(Aiyar, etc. 2016).

Research Methodology
The Model

Following Borjas and Monras (2016), we assume a CES production function,

IR [T 1)

the quantity of capitalK) is given in the short run. Profit maximization and full
employment implythe following expression of the log of the wage paid to workers at
the prerefugeeOs shock:

by (2)

whereP is the price of the final good assumed to be gi¥gms the outputL is the
labor supply W is the equibrium nominal wage antis the year. Equation 2 can be

rewritten as:
I ) I ) I ) D DIt D IR (3)
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The disturbance occurring in peribetl is an inflow of new refugees,,, , , the post

shock marginal pructivity condition implies:
PEE ) EC ) PECe ) DO

e vy, vty ) 4)

To compute the wage change observed as a result of the refugee supply shock, we
assumd . ! | and take the difference between Equations (3) and (4). Rearranging

gives:

Y (D W Y (IS N R I LT (O WA (A B TR L (I N

Setting ! "# !y ) Yy, P VL My and using the approximation
A0, L D), gives:
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PIC ) Ly D EQ ) QD DY)
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I | ||||"#|("") a1, (6)

The empirical counterpart of equation (6) controlling for the effects ofSyoian

refugees is the following:

PR )!

N () N T TS I("—)l Loy, !

nnmmnnnnnmnnne, neere v, (7)

wherew;,; is the real wage, ;"' ,, ! !is time fixed effectSmand NSmrefer
respectively to Syrian and n@yrian refugees ang,!,,!, and!, areexpected to be
positive

The error term!, !l is independent both from the size of the refugee shock and from
the size of the native. Under such condition, Equation (7) can consistently be
estimated by OLS. However, in many r@arld situations the lation of refugees

in a given country can be endogenous. If, as suggested by Card (2001), migrants
choose their location this can also be the case for refugees. Hence, locations of
refugees become endogenous dpdand'! ,,, will be correlated. One shall
therefore, find instruments to get unbiased estimataspired by the observation

that new immigrants locate, in general, in the same country where the earlier
immigrants from the same country of origin have located, the idea is to use
information about the location of past immigrants. We will use this approrhe

next section deals the data requirements for estimation.

Other estimation issues has been raised that should be taken into addosnof

them are relatedo skills and will be left aside because available data donOt allow
distinguishing refugees tskills. In the robusrness test sectitmwever,we will use

analeternativespecificationto control for skills.

POIPIIIPIPIHIININININ))))))

! Similar equation to (5) can be derived for the unemployment rate (Borjas and Monras, 2016).
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Data and descriptive Analysis

The analysis is conducted for real wages growth and unemployment rate changes as
dependent variables. The data for these variables are available from ILO but only for
the period 1992015 in the case of the five main receivers in the region which we
consicer in our analysis: Lebanon: Egypt, Iraq, Jordan, Lebanon and Turkey.
However, we do not have data on wages for Irag and Lebanon. Among European
countries, we select those which are the most exposed to the flows of Syrian refugees:
Austria, Belgium, FranceDenmark, Germany, Greece, lItaly, Netherlands, Norway,
Spain, Sweden, Switzerland and United Kingdom. The ILO data for these countries

are available for a longer period but we limit our analysis to -298%.

The main explanatory variable of interestie number of Syrian refugees. The data
are drawn from the UNHCR and provide the number of refugees by country of
destination and country of origin. This allows distinguishing the impacts of Syrian
and nonSyrian refugees. Other data are collected eitsecamtrol variables or as
instruments and come from the World Development Indicators. Information on
bilateral migration stocks will be used to construct instruments and come from the
site of FrZdZric Docquier

Figure 1.a presents the flows of Syrian gees between 1999 and 2015. It shows a
dramatic increase since 2012. The increase is so important that it might hide past
trends. Hence, Figure 1.b zooms on the period before 2012. Not only the scale is
much more modest but there is almost no trend. Thikdr highlights the extent of

the post 2011 shock.

POIIPIPIPHIININININ))))))

2 http://perso.uclouvain.be/frederic.docquier/oxlight.htm
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Figure 2: Destination of Syrian refugees

Destination of Syrian refugees

Belgium _ 2012

Netherlands

Figures 2 exhibit the distribution of Syrian refugees across the main receivers for each
year between 2012 and 2015. The main receivers are the same across the whole
period. These are Jordan, Lebanon and Turkey. The ranking of these countries as first,
seond and third receiver changes over the years. Egypt and Iraqg follow in the ranking
but are receiving a much lower share of Syrian refugees. The selected European
countries altogether receive a very modest share of Syrian refugees as compared to

any singlecountry from the top three.
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In line with the analysis of Figures 2, Figure 3 further highlights the high asymmetry
in terms of hosting Syrian refugees. The figure presents the ratios of the total number
of refugees received by the different countries betw 2012 and 2015 to their
respective population Among all the considered countries, Lebanon and Jordan show
ratios by far higher than any other country. Far behind, Turkey and Iraq follow.

European countries are almost not affected.

Figure 3: Number ofSyrian refugees per 1 million inhabitanSumulative 2012

2015)
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A first look and the dpendent and explanateayiables

As explained above, we analyze the effects of the flows of Syrian refugees on real
wage growth and on unemployment rate chamgdore tackling the econometric
analysis, Figures 4 and 5 offer descriptive analyses of the dependent variables.
Figures 4 present the change in real wages over the perioe2@@@0n the selected
Middle Eastern (Figure 4.a) and European countries (Fiytme While a downward
tendency seems to start after 2012 in Middle Eastern countries, no noticeable trend
can be observed in European countries. Figures 5 are similar to Figures 4 except that
they focus on the change in unemployment rate. No noticeaiement can be
observed after 2012 in Middle Eastern countries. In Europe a slight downward
tendency appears after 2012 but, in our opinion, this reflects the beginning of the
recovery from the global financial and economic crises rather than any OSyrianO
effect.

Figure 4.a. Change in real earnings of employeesZ0832015
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Figure 4.b. Change in real earnings of employees 29612014
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Figure 5.a. Change in Unemployment rate

—+==Jordan =*=—Lebanon ——Turkey =+=";4B0)

EH



I"#$% &)*+,-)"..-/01)2.) 345678)9-.:;--1)28)0,-)<7=25)#75>-01)2.)?210)#6@ @A-)"710-58)78@)":52B-78)C2:8056-1D

Figure 5.b. Change in Unemployment rate
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Baseline results

Table 1 presents the estimation results (Equation 7) distinguishing between the effect
of Syrian and noiByrian refugees. As implied by Equation 7, all specifications
include time fixed effects. However, their coefficients are not reported to save on
space Two sets of columns are presented and differ with respect tdefhenént
variable.The first settoncerns the change in real wages while the sesetpbrtains

to the change in unmeployment raiithin eachsetwe estimatetwo variants. One
variantuses the contemporary levels of the explanatory variables of interest (Syrian
and nonSyrian refugees) while the second uses the dedfethese variables lagged
once. The latter allows the effect of refugees on wamesunmeploymento take
some timesNote that allexplanatoryvariables relates to the host country and are in
log.

All estimates show a good quality of fit. The estimataldies ofthe coefficients do

not depend on whether the contemporary or the lagged levels afefingeesO
variables arentroduced. Thecoefficeint of thereal output growth ratés always
significant andhas the expected positiveign in the wage equation and the expected
negative sign in the umployment eugtiomeTcoefficient of the labor supply growth

rateis neversignificant.
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In the unemployment equation, the coefficeint Syrians as well as those ef Non
Syrians are never significanthis is in line withthe main result of Borjas and
Monras (2016) that inflows of refugees have no effect on unemployment rate.

In the wage equationhé coefficient of NofByrians is significantly negative when

the contemporary level of the explanatory variable is considerd and non signigcant
when the lagged level of NeByrians is considered. More importantlyhe
coefficeints of Syian refugeesre negative and signficant for both the contemporary
and the lagged level3his implies thaan increase in the Syrian refugees flow reduce
real wages.The magnitudeof the coefficeintis higher in absolute term with the
lagged than with # contemporary variable. These coefficients are, however, much
lower than those found by Borjas and Monras (2016) regarding the impact of the
Cuban supply shock on US workers. This may be due to the composition of our
sample which mixes countries facingghiand low inflows of Syrian refugeed/e

will be back to this issue when performing a Jacknife robustnessitesisy cases,

we uncover their main result that inflows of refugees decrease the growth rate of

real wages.
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Table 1: OLS estimation

Variable Change in real wage  Change in employment rate
Constant 0.004 0.004 0.002 0.001
(0.936) (0.923) (0.713) (0.603)
Real output growth rate 0.676 0.664 -0.231 -0.233
(4.372) *** (4.089) *** (5.016) *** (4.911) **
0.328 0.329 0.127 0.125
Labor supply growth rate (1.477) (1.362) (1.553) (1.543)
Ratio of Syrian refugees to labor supply -0.127 -0.009
(1.722) * (0.849)
Ratio of NonSyrian refugees to labor -0.094 -0.006
supply (1.706) * (0.409)
Lagged ratio of Syrian refugees to labo -0.193 -0.001
supply (2.959) * (0.132)
Lagged Ratio of NotByrian refugees to -0.084 -0.016
labor supply (1.410) (0.914)
Number of observations 158 157 186 184
Adjusted R 0.31 0.31 0.29 0.30
P-value Ftest (Slopes jointly = 0) 0.00 0.00 0.00 0.00

t-statistics (in parentheses) are heteroskedastisistent, *** = Significant at 1%, ** = Significant at 5% and

* = Significant at 10%

Dealing with endogeneity of location choice

As explained abovethere is a risk of correlation between the error term and the
explanatory variables which can biases the OLS estim@tes. sectionpresents,
therefore, the results based on the 2SLS which avoids such a risk. The instruments for
this estimation are thiagged values oéll the explanatory variables as well as the
stocks of Syrian and neyrianimmigrants in the receiving countries in 2008s
before,we consider two variantsf the equationOne variant uses the contemporary
levels of the explanatory wiables of interest (Syrian and n&yrian refugees) while

the second uses the level of these variables lagged once.

Startingwith the wageequation the first stageOstEst and the ®alue of the test of
overidentifying restriction show respectively that the estimates are strong and valid.
Hence, the results have a causal implication and can be analyzed with confidence.
Again, the coefficients of thiabor supply growth areo more significant. The real
output growth rate has a significant and expected positive sign. The coefficients of the

ratio of nonSyrian refugees to labor supply areversignificant while those of the
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ratio of Syrian refugee® tlabor supply aralwayssignificant and showhe expected
negative signs. Their magnitude is, however, higher in absolute term with the lagged
than with the contemporary variabl€he difference is much higher than with the
OLS estimationThese coeffi@nts are, howevestill much lower than those found

by Borjas and Monras (2016) regarding the impact of the Cuban supply shock on US
workers. This may be due to the composition of our sample which mixes countries
facing high and low inflows of Syrian rejaesAs asid above, awill be back to this
issuelatter in the paper

Focusing on thenmeploymentequation the first stageOst&st and the ®alue of

the test of overdentifying restriction show respectively that the estimates are strong
and valid.Hence, the results have a causal implication and can be analyzed with
confidence.Except for the coefficient of the real output growth rate, whigh
signficant and show the epected enagtive siga8l, other coefficients are never
significan. In particulg theratio of Syrian refugees to labor supply are insignificant
irrespective of the specificatiomNo evidence of an effect of the inflow of Syrian
refugees on unemployment rate is found.

To sum up with different estimation methodsand different specificationswe
uncover the main results of Borjas and Monras (2016) that inflows of refugees

decrease the growth rate of real wadast have no effect on unemployment rate.
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Table 2:2 Stages Least Squares

Variable

Constant
Real output growth rate

Labor supply growth rate

Ratio of Syrian refugees to labc
supply

Ratio of NonSyrian refugees to
labor supply

Lagged ratio of Syrian refugees
to labor supply

Lagged Ratio of NotSyrian
refugees to labor supply

Number of observations
F-test (Slopes jointly = 0)
F-test first stage of 2SLS

P-Value test obveridentifying
restriction

Change in real wage

-0.005
(0756

1.203
(4.397) **

-0.381
(1264

-0.103
(2.353) **

-0.050
(0649

157
0.00
18.50

0.22

-0.002
(0.407)

0.966
(3.773 **

0.352
(0538

-0.230
(2.412) *

-0.146
(1.439

156
0.00
18.50

0.93

Change in employment rate

0.011
(1.171)

-0.968
(1.464)

1.017
(1.283)

-0.083
(1.129)

-0.034
(0.662)

184
0.00
18.50

0.09

0.020
(0.945)

-1.937
(1.023)

2.799
(0.851)

-0.245
(0.791)

-0.196
(0.539)

182
0.00
18.50

0.98

t-statistics (in parentheses) are heteroskedastisistent, *** = Significant at 1%, ** = Significant at

5% and* = Significant at 10%

Robustness checlRdditional control variables

So far we have used a parismonspscificationwhere the he explanatrory variables

are limited to those derived from the theoretical motielreality, howeverthe

observed effects may depend on on some strudeatures of the labor market and

the ecoony in general. Hence, to gaudke robustness of our resulige should

confrontthemwith those @rived fromthe estimationof equationsvhich accounts for

some economic specifities thaare

likely to

influence the

refugees/wage

(unemployment)linkages. Among thesespecifities there is theskill compositionof

labor forceswhich we have discussed abovderefore we test whether our results

are robust to thenclusion of indicators of these skill compositioWe use the

difference in skills between thereceiving and the sendin¢Syria) countries

Specificcaly, we considdior each partnethe log of the ratio of unskilled to total

workers.

Other structural characteristics of the labor force of the host couh#étycan

differentiate the impact of Sy refugees on thenemployment and wagesclude
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the share ofselfemployed workers, the share ofulnerable employmerand the

share of paid employmenthese variables are drawn from th World Development
Indicators where they are defined as folloWwkey are taken in precentage of total
employment and in logsel-employed workers are those who, working on their own
account or with one or a few partners or in cooperative, hold the type of jobs defined
as a "seHemployment jobs"that isjobs where the remuneration is directly dependent
upon the profits derived from the goods and services producatherable
employment is contributing family and ovatcountworkers Wage and salaried
workers (employees) are those workers who hold the aypebs defined as "paid
employment jobs" They hold explicit (written or oral) or implicit employment
contracts that give them a basic remuneration that is not directly dependent upon the
revenue of the unit for which they work.

Finally, we considesa vaibel which pertains to cyclical phasef the host economy

and two variables which reflecthe structure othis economy Cycles are proxied
using inflation rates; thais the growth rate ofthe GnsumerPrice Index. The
structure of the economy igefleded inthe shares of agricultural and industrial value
added in GDP.

All the additional explanatory variables are first introduced sepaprately in the
equation and then a final regression consider all of them in the same equation. Given
their better quality of fit, only the equatienvith the lagged Syan and NorfSyrian
refugees ardiscussed

The resultdor the change imeal wages are presentedTiable 3 The overall quality

of thefit is good and comparable to the oneTable 1 exceptwhen the structure of

the economy isntroduced The adjusted Rbecome®.39 instead of 0.31 suggesting
that the structure of the econopmy is very important in explaining the change in real
wages.

As in Table 1the coefficientof labor supply growth rate and leigged Ratio of Non
Syrian refugees to labor supply are never signifidargspective of the specification,
none ofthe additional control variables is significantly different from zero extmpt

the share of industryniGDP. The coefficient of the share of industry is positive
suggestinghat the aggregate real wagecreasesnore inan economy with a large
industrial sector as compared to agriculture or services.

The coeficeints ofeal output growth rate and tdgged ratio of Syrian refugees to
labor supply are significant and respectively positive and negative. The level of both
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coefficientsremains similar to Tablel suggesting that potential omission of some

explanatory variabledoes not change the main findirn other words, our main
result regarding wages igobustto the introduction of otheexplanatoryvariables.
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Table 3: Wages equation: Additional control varialflekS estimates)

Variable
Constant 0.002
(0.158)
Real output growth rate 0.663
(3.884)***
Labor supply growth rate 0.327
(1.348)
Lagged ratio of Syrian -0.186
refugees to labor supply
(2.648)***
Lagged Ratio of NoiByrian -0.082
refugees to labor supply
(1.286)
Inflation -0.014
(0.181)
The share of unskilled
The share of seémployed
The share of vulnerable
employment
The share of paid
employment
The share oégriculture in
GDP
The share of industry in GDI
Number of observations 157
Adjusted R 0.31
0.00

F-test (Slopegointly = 0)

-0.007
(0.419)

0.666

(4.085)**

0.334
(1.355)

-0.174

(2.327)*

-0.075

(1.313)

-0.004

(0.717)

157
0.31
0.00

Estimate
0.006 0.035
(0.477) (0.306)
0.666 0.665
(4.040)**  (4.061)***
0.314 0.326
(1.289) (1.334)
-0.187 -0.189
(2.837)%**  (2.805)***
-0.081 -0.084
(1.448) (1.476)
0.001
(0.146)
0.000
(0.036)
157 157
0.30 0.30
0.00 0.00

0.011 0.093
(0.143)  (3.268)**
0.663 0.507
(4.044)%*  (3.139)***
0.282 0.021
(1.159) (0.093)
0.182 -0.192
(2.868)***  (3.476)**
0.071 -0.055
(1.287) (1.02)
0.014
(0.509)
0.006
(1.381)
0.043
(3.782)
157 157
0.31 0.39
0.00 0.00

t-statistics (in parentheses) are heteroskedastisistent, *** = Significant at 1%, ** = Significant at

5% and* = Significant at 10%

%G

0.067
(1.097)

0.489
(2.759)
0.006
(0.027)
-0.203
(3.534)%**
-0.067
(1.144)
-0.052
(0.787)
0.004
(0.504)
0.012
(0.457)
-0.022
(0.847)
-0.032
(0.327)
0.007
(1.542)
0.041
(3.012)%**

157
0.38
0.00
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The results for thehange inunemployment rat@re presented in Table 4. The overall
quality of fit is good and comparable to the ond able2 except when the structure
of the economy is considered. The adjustééhBreases from 0.30 to 0.8®nfirming
the findings in Table 3 thathe structure of e econopmy is importantor
undesrtanding théabor market outcomes.

As in Table2, the results are consistent across specification. Onlgaa#icientsof
the real output growth rate and of the structure of the economy are signfitemnt.
coefficientsof thereal output growth rate kia the expected negative sign atebir
magnitude is comparable to Tal?e The coefficient of the share of agriculture is
positive suggesting #t aggregate unemployment greviaster in economy with a
large agricultural ector as compared to industry or servicéi other coefficeint is
signficant. In particularthe coefitents ofthelaggedratio of Syrian refugees to labor
supply arenonsignificant This implies that our main result regarding theon-
responsivenessf unemploymentate to the flow ofSyrian refugees igobustto the

introduction of additional explanatoryvariables.
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Table 4: Unemployment equation: Additional control variables

Variable Estimate
Constant 0.003 0.003 0.007 0.006
(0.936) (0.413) (1.117) (0.952)
Real output growth rate -0.233 -0.235 -0.240 -0.24
(4.934)***  (4.858)*** (5.027)***  (4.950)***
Labor supply growth rate 0.122 0.12 0.092 0.098
(1.457) (1.601) (1.118) (1.198)
Lagged ratio of Syrian refugee  -0.006 -0.001 -0.005 -0.000

to labor supply

(0.513) (0.100) (0.042) (0.699)
Lagged Ratio oNon-Syrian -0.018 -0.018 -0.008 -0.008
refugees to labor supply

(1.033) (0.953) (0.402) (0.387)

Inflation 0.014
(0.751)
The share of unskilled 0.001
(0.248)
The share of seémployed 0.003
(1.065)
The share of vulnerable 0.002
employment
(0.862)
The share of paid employmen
The share of agriculture @DP
The share of industry in GDP
Number of observations 184 184 184 184
Adjusted B 0.30 0.29 0.30 0.30
0.00 0.00 0.00 0.00

F-test (Slopes jointly 9)

0.000
(0.041)
-0.24
(4.753)%*
0.098
(1.163)
-0.000

(0.242)
-0.009

(0.419)

-0.007
(0.629)

184
0.30
0.00

0.006
(0.554)
-0.235

(4.611)%**

0.095
(1.117)
-0.006

(0.47)
-0.011

(0.595)

0.003
(2.087)*
-0.005
(0.982)

184
0.32
0.00

t-statistics (in parentheses) are heteroskedastisistent, *** = Significant at 1%, ** = Significant at

5% and * = Significant at 10%

Robustness checBackknife analysis

0.061
(1.724)*
-0.227
(3.908)***
0.129
(1.435)
-0.011

(0.718)
-0.026

(0.952)
0.016
(0.675)
-0.002
(0.518)
0.01
(0.941)
0.005

(0.701)
0.069
(1.338)
0.005
(2.297)*
-0.308
(0.553)

184
0.32
0.00

As the sample consists of only 18 countries, a single country could have a substantial

influence on the estimates. To assess the sensitivity of our results to a specific

country, we run a country Jackknife. In other words, we drop one individual country

in turn, and estimate the same specification on a sample consisting of the remaining

17 countries. Given the similarity of the results noticed above, we use the OLS
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method withlaggedvariables. Tabl® reports the outcome of the two regressions that
resultel in the largest and smallest absolute values of the coefficient of interest; that is
the coefficient of ratio of Syrian refugees to labor supply. As far as the unemployment
equation is concerned, the table shows that our results do not depend on #eninclu

of any single country in the sample. We obtain the largest absolute value of the
coefficient when Iraq is dropped, and the smallest absolute value of the coefficient
when Germany is dropped. However, none of the coefficients is significant.
Regardinghe wage growth rate, it appears that the results depend on the inclusion of
a single country in the sample. We obtain the largest absolute value of the coefficient
of interest when ltaly is dropped, and the smallest absolute value when Jordan is
dropped.When ltaly is dropped the coefficient is significantly negative like in the
whole sample. In contrast, when Jordan is dropped the coefficient becomes
insignificant. Actually, except for Jordan the removal of any country does not affect
the significance othe coefficients of the variable of interest. In other words, Jordan
seems to drive the negative relationship between the importance of the flows of
Syrian refugees and the growth of real wages. This seems to make sense since the
number of Syrian refugeés very large as compared to JordanOs population. One can
reasonably expect a similar effect in Lebanon where Syrian refugees are even more
numerous than in Jordan in comparison to the domestic population. As explained
above, however, we donOt have dataages for Lebanon and our assertion can only

be speculative. Finally, the Jackknife analysis combined with Figure 3 suggests that
Syrian refugees are not numerous enough in the other countries (even Turkey) to
affect domestic wages.
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Table5: Jackknife analysis

Wages Unemployment

Highest absolute Lowest absolute Highest absolute Lowest absolute

value of the value of the value of the value of the
coefficient coefficient coefficient coefficient
Coefficient -0.209 0.204 -0.007 0.002
t-Stat (3.002) *** (0.719) (0.662) (0.165)
Excluded country Italy Jordan Iraq Germany
Number of
observations 146 147 173 173
Adjusted R 0.30 0.31 0.40 0.31
F-test (Slopes
jointly = 0) 0.00 0.00 0.00 0.00

t-statistics (in parentheses) dreteroskedasticonsistent, *** = Significant at 1%.
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Appendix A

Descriptive statistics

Changadn real earnings of employees

Change in unemployment rate

Real output growth rate
Labor supply growth rate

Ratio of Syrian refugees to labor supply

Ratio of NonSyrian refugees to labor supply

Inflation

The share of unskilled

The share of seémployed

The share of vulnerable employment

The share of paid employment

The share of agriculture in GDP
The share of industry in GDP

Earnings
Unemployment
Outputgrowth
Labor supply

Syrian refugees

CorrelationMatrix*

Earnings Unemployment Output Labor  Syrian Non-

1.00
-0.26
0.48
0.32
-0.04

1.00

-0.63
-0.13
-0.04

growth supply refugees Syrian
refugees

1.00
0.52 1.00
0.08 0.22 1.00

$%

Mean
0.008
0.002
0.016
0.012
0.003
0.018
0.013
-2.446
-1.783
-2.160
-0.219
-3.938
-1.330

Inflation  Unskilled

Std. Dev.

0.033
0.013
0.031
0.015
0.024
0.052
0.077
0.416
0.478
0.534
0.135
0.828
0.226

Self-

Minimum

-0.093
-0.024
-0.096
-0.019
0.000
0.000
-0.242
-3.353
-2.665
-2.965
-0.535
-5.108
-1.860

Vulnerable

Maximum
0.169
0.066
0.105
0.081
0.273
0.324
0.173
-1.657
-0.881
-1.036
-0.072
-1.905
-0.810

Paid Agriculture Industry

employee employee employee
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. 0.11
Non-Syrian
refugees
. -0.01
Inflation
-0.01
Unskilled
0.06
Self-employed
0.03
Vulnerable
employment
. -0.12
Paid employment
. 0.29
Agriculture
0.48
Industry

-0.10

-0.10
0.05
0.16
0.17

-0.14
0.09
-0.22

0.21

0.19
0.11
0.08
0.04

-0.10
0.26
0.46

0.54

0.15
0.30
0.15
0.09

-0.15
0.35
0.48

0.02

0.02
0.21
0.02
0.00

0.00
0.12
0.08

+ See the previous table for the exact name of the variables

$$

1.00

0.14
0.31
-0.10
-0.16

0.14
0.05
0.20

1.00
0.00
0.09
0.04

-0.08
0.12
0.16

1.00
0.23
0.23

-0.10
0.21
-0.18

1.00
0.98

-0.97
0.74
-0.13

1.00

-0.96
0.71
-0.18

1.00
-0.82
0.02

1.
0.



