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How many refugees can a nation afford? The ongoing plight of refugees in Europe divides opinion like few other
contemporary debates, being interwoven with competing narratives of nationalism, compassion, religion, identity,
and terrorism. The question of how many refugees each nation should accept, or the extent to which each nation’s
borders should be open or closed, becomes mired in intractable positions within these narratives. Leaving aside
overtly racist positions, the mainstream debate essentially revolves around how many refugees each nation can
“afford”.

On the one hand, it is argued that relatively wealthy countries can easily afford to accommodate fairly large numbers
of refugees. Yes, there is a cost, according to this view, but cost considerations should be less important than
humanitarian objectives. This position is underpinned by values of compassion and care, and by obligations under
international treaties. It draws institutional strength from Article 14 of The Universal Declaration of Human Rights:
“Everyone has the right to seek and to enjoy in other countries asylum from persecution” (United Nations, 1948). Let
us call this the humanitarian stance.

On the other hand, there are those who argue that refugees cause harm to their host nations, mainly by draining state
resources. This position is typically underpinned by an ambivalence towards foreign cultures, and its advocates
might refer to threats to national and cultural identity, and to community safety, posed by some unfamiliar group of
people. Let us call this the nationalist stance.

While the humanitarian stance principally relies on moral arguments, the nationalist stance relies substantially on
economic arguments. Perhaps knowing that nationalist arguments per se would invite accusations of xenophobia or
racism, advocates of the nationalist stance use the language of economics to make their case. This may be because
such language appears less value-laden, or more neutral, than the language of nationhood and cultural identity.

This nexus between nationalist sentiment and economic rationalisation is a delicate one. To illustrate, Australian
media columnist Paul Sheehan (2015) speaks of “the Arab Muslim world, which is now exporting its failures”, while
basing his argument on accepting one million refugees at the supposed cost to Europe of “roughly $60 billion”. He
cites no source for this figure.

In contrast, advocates of the humanitarian stance rely on the force of value-based arguments, rather than engaging
in an economic debate which they suspect they may not win. For example, 126 leading economists recently signed
an open letter to UK Prime Minister David Cameron, arguing that “it is morally unacceptable for the UK not to play a
fuller part in taking in refugees” (Kollewe, 2016).

In terms of philosophical ethics, the humanitarian stance is clearly deontological, whereas the nationalist stance
adopts a more consequentialist focus on relative costs and benefits. For humanitarian advocates, any reference to
economic consequences might be framed as a duty to “share the burden”, a phrase used by Angela Merkel to appeal
to other European countries to join Germany in accommodating Syrian refugees (Paterson, 2015).

What both positions have in common is an assumption that refugees present an economic burden. Indeed, it is
widely assumed that refugees take more than they give, and that skilled workers make a bigger contribution (Boese,
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2009; Stevenson, 2005). The nationalist stance explicitly frames refugees as a burden on host countries, assuming
them to represent an unaffordable cost to the nation’s purse. The humanitarian stance, meanwhile, is willing to
accept the economic burden on the basis of a perceived moral obligation. However, do refugees really present an
economic burden, or could they offer an economic opportunity to host nations?

Assessing the Economic Impact of Refugees

“We are ready to work and pay taxes… I don’t want to be a burden. I want to be part of the community” (Amir, an Iraqi
asylum seeker, quoted by Morton, 2013).

In 2013, I conducted a metareview of the literature on the economic impact of refugees (Parsons, 2013). The study
focused on Australia, and also drew on some studies from the UK, the EU, Canada, and the USA. The principal
objectives of the metareview were to reach a clearer understanding of the economic impacts of refugees, and to
understand how methods of impact assessment influence findings. Following are some of the key points from that
review, with some later insights added.

Challenges in Assessing Economic Impact

A recent article for The Conversation (Hartley and Fleay, 2016) investigated claims about the “cost” of refugees in
Australia. The authors, as well as two reviewers, concluded that some claims exaggerated the cost while others
could not be verified. Clearly, any consideration of economic impact needs to pay close attention to the assumptions
and definitions used to derive findings.

If we are to make an informed judgement about the economic impact of refugees on host nations, a fundamental
prerequisite is a comprehensive and agreed method of assessing “impact”. Yet one of the key findings of the
metareview was that studies are highly varied in what impacts they include and exclude, and the methods they use to
measure those impacts. This leads to three significant challenges in assessing the economic impact of refugees.

Challenge 1: Distinguishing Between Refugees and other Migrants 

Much research on the economic impact of refugee settlement tends to subsume refugees within broader research on
migrants (RCOA, 2010). Research relating specifically to refugees is sparse. The only substantial study (Hugo,
2011) that distinguished between refugees and other migrants did so by using country of origin as a proxy indicator.

Challenge 2: What is “Economic”?

The term “economic” may have relatively broad or narrow definitions. Studies that use narrow definitions
conceptualise economic impact in exclusively quantifiable ways, such as comparing tax revenues with health and
social security expenditures. Studies that use broader definitions conceptualise economic impact not only in these
financial terms, but also in terms of unpaid work, contributions to social and community capital, filling labour market
niches, sending remittances to families and communities overseas, and supporting Australia’s development
assistance to low-income countries (e.g., Hugo, 2011).

Since some of these broader impacts are difficult to measure, such studies cannot easily be compared with narrow,
quantitative studies. But even quantitative studies do not necessarily always measure the same thing. As Cully
(2012) explains, calculation of impact depends on the accounting method used, whether direct accounting or net
present value. More generally, varying conceptualisations of “economic” inevitably lead to inconsistent conclusions
about overall impact.

Challenge 3: Varying Timescales

While policy-makers must inevitably deal with the short-term consequences of immigration decisions, the real
impacts unfold over generations (Liebig, 2006). Hugo, Khoo, and McDonald (2006) argue that many migrants are
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substantially motivated to move not so much for their own benefit but for that of their children. According to
Carrington, McIntosh, and Walmsley (2007), many of the benefits of migration accrue to the second generation,
whereas the first generation tends to bear the costs.

In this context, an assessment timescale of anything less than 20 years is telling only a partial story. Hugo (2011),
therefore, investigates the contributions of first and second generation humanitarian entrants in Australia. Yet among
the quantitative models reviewed, timescales used to assess impact varied from five to 20 years. Not surprisingly, the
choice of timescale significantly influences findings; studies using shorter timescales find that refugees present a net
cost, while those using longer timescales generally find a net contribution.

Together, these three challenges highlight the care required when interpreting the findings of any study on economic
impact of refugees. Notwithstanding these challenges, what do various studies tell us about this impact?

Costs and Contributions: Quantitative Studies

Australia settled over 700,000 refugees from 1945-2011 (Hugo, 2011), and around 60,000 more from 2011-2015
(DIBP, 2016). A common assumption about refugees, as noted above, is that they take more than they give.
Comparing various migrant categories, the Australian Bureau of Statistics (2004) found that 43% of migrants on
humanitarian visas received their main source of income from wages or salary, compared with 39% from a
government pension or allowance. The comparable figures for skilled migrants are 70% and 6% respectively, and for
all migrants 58% and 16% respectively. This suggests that refugees are disproportionately reliant on government
benefits. However, the Productivity Commission (2006) notes that dependency diminishes ten years after arrival, and
that some other migrant groups have higher dependency rates than humanitarian migrants after 20 years.

The Migrants Fiscal Impact Model, commissioned by the Australian Government, compares economic impact of
various migrant categories. The 2001 model (Access Economics, 2001) projected that, for humanitarian migrants,
expenses would still outweigh revenues after ten years. For family migrants, in comparison, revenues would outweigh
expenses from year six, and for skilled migrants, from year one. The 2008 model (Access Economics, 2008) found
that the contribution for refugees eventually becomes positive after 12 years.

By way of comparison, RCOA (Refugee Council of Australia, 2010, p. 9) found that the net economic impact of
refugees is positive after about a decade. Stevenson (2005), meanwhile, claims that refugees make a positive
contribution to the economy within five years of arrival, although he does not explain the methodology used to arrive
at this figure.

While these models differ in their details, they all indicate that refugees do make a net economic contribution, but that
this contribution is on average lower than that of other migrant categories, at least over the timescales typically
projected. Other studies show, in early stages of settlement, refugees experience higher unemployment and lower
workforce participation than other migrants, owing to a variety of structural barriers.

These barriers include: having to learn a new language; low levels of literacy and education; qualifications not being
recognised; and lack of local workplace knowledge and experience (Hugo, 2011; Koleth, 2009; MDA, 2011-2012;
O’Dwyer, 2011). Some of these barriers, particularly those related to language and literacy, may present a lesser
economic obstacle to current refugee groups, such as those from Syria, Iran and Iraq, than they did to some earlier
refugee groups, potentially accelerating economic contribution.

Costs and Contributions: Broader Studies

Studies that apply a relatively broad definition of “economic”, and use relatively long timescales, tend to paint a more
favourable picture. They note that economic impact is not exclusively about tax revenues and government
expenditures, but also about many other aspects that are more difficult to measure. RCOA (2010), for example,
identifies the following ways in which refugees contribute economically:
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expanding consumer markets for local goods
opening new markets
bringing in new skills
creating employment
filling empty employment niches
increasing economies of scale
fostering innovation and flexibility
supplying labour and stimulating labour markets in ageing populations
stimulating economic growth in regional areas

Hugo’s (2011) comprehensive study makes the following observations about refugees’ economic impact:

Refugees face substantial obstacles to employment in the early stages of settlement, but can be highly
successful in the long term.
The proportion of refugees receiving their main income from their own business is significantly higher than
that for other migrant categories. This suggests a high propensity towards entrepreneurship, perhaps owing
to general resilience and resourcefulness. This finding is repeated elsewhere (e.g., ABS, 2015).
Refugees are adept at filling labour market niches that are not filled by other migrant groups.
Refugees play a significant role in establishing development and trade linkages with origin countries.

The last point hints at the impact of refugees sending remittances to their countries of origin (see also Njuki, 2009;
O’Dwyer, 2011). Provost (2013) notes that some developing countries receive more in remittance money than they
do in aid. For some countries, she finds, remittances are a substantial proportion of GDP – for example, 47% in
Tajikistan and 31% in Liberia. However, the net impact on host countries of refugees sending remittances overseas
is unclear.

In addition to these broad assessments, some studies examine the economic impact of refugees at a local level.
Stilwell (2003), for example, states that Afghan settlers in Young, New South Wales, contributed over $2.4 million
from mid-2001 to 2003. Carrington et al. (2007) found that refugees tend to enhance economic prosperity and
diversity in regional towns. Refugees are more willing than others to relocate to obtain employment, will accept jobs
that many other Australians would reject, and have high retention rates with employers (Brima, 2013; MDA, 2012a).

Other studies focus on the economic impact of voluntary work among refugees. Volunteering forms a key part of the
integration process for many refugees (Hugo, 2011; MDA, 2012b; O’Dwyer, 2011; RCOA, 2010). While it may be
principally a social and/or civic activity, it has an economic dimension because it may constitute a proxy for financial
transactions. However, its informal nature makes it difficult to quantify.

In summary, we can draw two conclusions from these Australian studies. Firstly, taking quantitative indicators alone,
the net economic impact of refugee settlement on host countries appears to be positive, though it may take some
years for this to eventuate. Secondly, refugees provide various other positive – but unquantifiable – economic
impacts that are not provided by other migrant groups. Importantly, no study indicates that refugees impose an
economic burden over the long term.

Possible Implications for larger Refugee Migration

The studies reviewed so far focus on Australia. While other countries may have similar experiences, different
contexts may produce different outcomes. In particular, it is not clear whether larger number of refugees, such as
those fleeing Syria for northern Europe, would lead to different economic impacts. However, some research has been
conducted in countries with larger numbers of refugees.

These studies feature the same obstacles to interpretation as the Australian studies; that is, they often conflate
refugees with other migrants, they apply varying notions of “economic”, and they have no standard analytical
timescale. Nevertheless, they produce similar findings, of which the following are an indicative sample:
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In the UK, migrants contributed £2.5bn more in taxes than they received in benefits and services in
1999-2000 (Gott and Johnston, 2002).
A study of 19 countries in the EU, covering the period 1993-2008, found no statistically significant evidence
for the idea that relatively generous unemployment benefits encourage migration (Giulietti et al., 2011).
In Canada, most empirical studies have found that “immigration has little or no impact on domestic labour
markets and government fiscal balance” (Nadeau, 2011).
Also in Canada, from 1980-2001, employed refugees earned an income equal to that of family migrants
(DeVoretz, Pivnenko, and Beiser, 2005).
In the USA, “undocumented immigrants” have a net positive impact at the national level (Nadadur, 2009).
In the context specifically of the current wave of refugees in Europe, additional spending could boost
aggregate demand in Europe by about 0.1-0.2% of GDP in 2016 and 2017 (OECD, 2015).

Again, the notion of refugees as an economic burden appears to be a myth. Notwithstanding the examples of Jordan,
Lebanon and Turkey, which are currently accommodating the majority of Syrian refugees, there is no obvious reason
to suppose that significantly larger numbers would change these findings. It is likely that the short-term budgetary
cost to host nations would be proportionately bigger, but it is equally likely that the long-term economic benefits would
be proportionately bigger. The economic question, then, is whether nations are prepared to accept the short-term
budgetary costs to realise the opportunity of longer-term gains.

Perhaps the most useful insight into larger numbers might come from Sweden, the European country with most
refugees per capita. Ruist (2016) estimates that refugees, who constitute 5.1% of Sweden’s population, accounted
for 5.6% of total public spending and 3.4% of total public revenue in 2007. In other words, public spending on
refugees is broadly in line with the rest of the population, but their contribution in taxation was somewhat lower than
the population average. Drawing implications for other countries, Ruist argues that the net impact is likely to be more
positive, owing to the sparsity of employment opportunities for newly arrived refugees in Sweden coupled with that
country’s relatively generous welfare system.

Since the shift from being net recipients to net contributors depends on finding work and paying taxes, policies that
facilitate economic integration will enhance and accelerate the contribution that refugees can make. The Australian
Government’s policy of denying asylum-seekers the right to work and forcing them to rely on welfare payments is, in
this sense, counterproductive. The sooner refugees can earn an income and pay taxes, the sooner they become net
economic contributors. Policies to assist paths to employment and self-employment include easing restrictions on
geographical mobility, and facilitating access to capital (Aiyar et al., 2016; Matsangou, 2015).

However, apparently rational approaches have become extraordinarily elusive recently. Refugee policy has become
so politically sensitive that, as Malik (2016) notes, moral, workable solutions have become difficult to achieve
democratically. Yet in this arena, public attitudes appear to be disproportionately influenced by emotion rather than
fact. As Malik also explains, while popular opinion is that refugees are “flooding” into Europe, in 2015 the number of
refugees arriving was around 0.1% of the EU population.

Conclusions

Mainstream debate, whether from a humanitarian or nationalist point of view, assumes that refugees impose a net
burden on their host countries. But empirical evidence suggests that refugees actually contribute economically to
their host countries, even if this takes some years to achieve.

The only sense in which refugees could be framed as a “burden” or “cost”, therefore, is if one takes a strictly narrow,
quantitative conceptualisation of “economic” and a very short-term view of life. In reality, firstly, economic impacts
cannot be fully understood merely in tax and revenue terms. Secondly, it is more meaningful to evaluate someone’s
economic impact when they have had the opportunity to overcome barriers to reaching their full potential. From a
broader, longer-term understanding, those taking a humanitarian stance could confidently use economic arguments
to complement their values-based position.
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Further work is needed to develop an analytical framework that incorporates these broader, longer-term dimensions
(Zetter, 2012). Meanwhile, if it were to become common knowledge that refugees really give more than they take, or
if refugee settlement were framed as an opportunity, the notion of “sharing the burden” would become illogical, the
question of “affordability” would become redundant, and a moral refugee policy could be both democratic and
workable.
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