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Abstract

In this paper, we study the labour market performance of refugees vis-a-vis comparable migrants
across twenty European countries and over time. In the first part of our analysis, we document that
labour market outcomes for refugees are consistently worse than those for other migrants.
Refugees are 11.6 percent less likely to have a job and 22.1 percent more likely to be unemployed
than migrants with similar characteristics. Moreover, their income, occupational quality and labour
market participation are also relatively weaker. The refugee-migrant gap remains sizeable even
after controlling for individual characteristics as well as for unobservables using a rich set of fixed
effects and interactions between area of origin, entry cohort and destination country. These gaps
persist until about 10-15 years after immigration. In the second part of our analysis, we investigate
the role of economic and asylum policy conditions at the time of arrival in shaping integration paths
of refugees versus migrants. First, we find that immigrating in a recession produces scarring
effects for all migrants but no differential effect for forced migrants, leaving little role for this
channel to explain observed refugee gaps. Second, we focus on the impact on refugees of being
subject to spatial dispersal policies. Our estimates imply that dispersed refugees experience a
persistent impact on their residential choices and substantial long run losses in their economic
integration with respect to non-dispersed refugees.
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1. Introduction

Europe has recently experienced a major refugee crisis. The total number of individuals with
recognized refugee status who reside in the EU15 area increased from approximately 1 million in
2014 to more than 2.5 million in 2018. In the same years, the total number of first time asylum
applications received by EU-28 Member States countries reached an unprecedented figure of over
4.2 million. This dramatic increase in foreign-born citizens seeking protection sparked a heated
debate in Western countries about refugees’ impact on receiving societies and on adequate policies
for dealing with this phenomenon. One crucial aspect of this debate is the extent to which Western
countries can effectively integrate asylum seekers into their labour markets and societies

(Fernandez-Huertas Moraga and Rapoport 2015; Dustmann et al. 2017; Hatton 2017).

Despite its policy relevance, the integration of refugees into host countries’ labour markets is still
an understudied area relative to the large body of evidence on the assimilation of economic
migrants (see Borjas 1999 and Kerr and Kerr 2011 for reviews of this latter evidence). In this
paper, we provide a comprehensive analysis of the socio-economic integration of refugee migrants
in European countries and analyse the role of economic and policy conditions at the time of arrival
in explaining their integration paths. We do so by employing repeated cross-sectional micro data
from the European Labour Force Survey — which enable us to identify individuals who migrated
for humanitarian reasons — and by studying the labour market performance of refugees vis-a-vis

comparable migrants across several European countries and over time.

In the first part of the paper, we estimate refugee-migrant gaps for a comprehensive set of
outcomes. In our estimates, we condition on observable personal characteristics as well as on
unobservable factors (captured by a rich set of fixed effects) common to individuals migrating
from the same area, belonging to the same arrival cohort and arriving to the same destination
country. We find that refugees’ outcomes are consistently worse than those of comparable
migrants. Not only does this labour market gap not seem motivated by the different observable
individual characteristics, but 60—80 percent of the “refugee gap” conditional on age, gender and
education remains unexplained even when we control for unobservables using origin area, entry
cohort and destination country fixed effects, and the interactions between them. In our preferred
estimates, refugees’ employment and unemployment probabilities are 7.8 percentage points (11.6

percent) below and 3.1 percentage points (22.1 percent) above, respectively, those of non-refugee



migrants. These refugee-immigrant gaps are smaller for women than for men, vary across areas of
origin and tend to persist up to 10-15 years after arrival in the host country. Our results also suggest
that the worse health status and lower language proficiency of refugees may partly explain their

weaker labour market performance.

In the second part of the paper, we investigate the role of initial economic and asylum policy
conditions in shaping integration paths of refugees versus migrants. We first study the effects of
immigrating into a recession. Being forced to flee violence and conflict, refugees are likely to be
less responsive to the state of the host country’s economy than economic migrants, potentially
increasing their likelihood of arriving in destination countries during economic downturns. In
addition, initial scarring effects may be more profound and/or persistent for refugees relative to
other migrants. After matching individuals in our sample with economic conditions at the time of
their arrival in host countries, we test whether immigrating in a recession produces lasting negative
effects on immigrants’ economic integration and whether the effect is stronger for refugees. We
find evidence of scarring effects of economic downturns for all immigrants but no differential
effect for forced migrants. Accounting for the role of recessions at entry does not significantly
reduce the estimated refugee-immigrant gap, leaving little role for this channel to explain observed
differences in integration profiles. We then turn our empirical analysis to the impact of asylum
policies at the time of arrival on future economic integration of refugees (relative to comparable
migrants). In particular, we focus on Dispersal Policies of asylum seekers and refugees (DPs), a
relatively common scheme in European countries, whereby immigrants seeking humanitarian
protection are centrally allocated to specific areas of the country. DPs typically pursue the aim of
preventing ethnic enclave formation by scattering refugees across the country and often away from
larger cities. These policies may improve refugees’ outcomes if ethnical segregation is damaging
for their economic integration. However, constraining the geographical mobility of refugee
migrants and making centralized allocation decisions that are often orthogonal to local labour
demand may produce negative effects on refugees’ labour market performance. We estimate the
consequences of DPs for the refugee-migrant gaps by exploiting the differential timing of DPs
enactment across European countries which provides us with variation across both entry cohorts
within the same country and within entry cohorts in Europe across countries. We find clear
evidence of a persistent detrimental impact of DPs on dispersed refugees. For instance, the

refugee-migrant gap in employment is 4.5 p.p. larger for refugees who arrived when a DP was in



place than for those who were not exposed to such a policy. One mechanism through which the
detrimental effect of DPs seems to operate is by permanently altering the geographical distribution
of refugees in host countries. Indeed, in the last part of our analysis, we document that dispersed
refugees are more likely to reside in areas characterized by systematically less favourable

conditions for labour market integration than non-dispersed refugees.

Our paper contributes primarily to the literature on the labour market integration of refugee
migrants. Until recently, this area of research has received far less attention than that of economic
migrants for various reasons, among them the scarcity of data allowing explicit differentiation of
immigrants by entry category.' Nevertheless, evidence from both North America (Cortes 2004;
Bevelander and Pendakur 2014) and selected European countries (Bratsberg et al. 2014; Ruiz and
Vargas-Silva 2018; Sarvimdki 2017) hints at a large initial labour market disadvantage of refugees,
albeit one that tends to shrink over time (see Bevelander 2016, Becker and Ferrara 2019, and Brell
et al. 2020 for recent reviews of this literature). Our paper adds to this literature by developing the
first comparable and systematic analysis of the socio-economic integration of refugee migrants
across many European countries and over time. In addition, by focusing our analysis on labour
market gaps between refugees and other migrants with similar characteristics, we provide
estimates that are, at the same time, compelling and directly relevant for policy-making. A second
area we contribute to is the literature on the role of conditions at arrival in shaping future
integration paths of immigrants. Some of the relevant papers in this literature have relied on the
quasi-random allocation imposed by spatial dispersal policies to generate exogenous variation in
initial conditions faced by refugees in regional density of co-ethnic networks (Edin et al. 2003;
Damm 2009 and 2014; Beaman 2012; Battisti et al. 2016; Martén et al. 2019; Dagnelie et al. 2019)
or local labour market demand (Aslund and Rooth 2007; Godey 2017; Azlor et al. 2020). Other
papers have exploited these allocation policies to identify causal impacts on different outcomes,
such as crime (Bell et al. 2013; Damm and Dustmann 2014; Couttenier et al. 2019) or politics
(Dustmann et al. 2019; Bratsberg et al. forthcoming). However, direct evidence on the overall
labour market impact of being subject to a dispersal policy is extremely scarce. The only exception

is the evaluation of the Swedish Settlement Policy by Edin et al. (2004), which shows that

! Some studies rely on information on country of origin and entry cohort to identify immigrants likely to be refugees
(e.g. Edin et al., 2003 and Cortes, 2004). Even the administrative record data to which researchers have recently begun
gaining access is currently limited to only a few host countries: see Bratsberg et al. (2014) for Norway, Luik et al.
(2016) for Sweden and Hainmueller et al. (2016) for Switzerland.
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dispersed refugees are less likely to be employed, have lower earnings, and rely more on welfare
than non-dispersed refugees. Our paper complements and expands on this evidence for Sweden by
providing the first assessment of the medium and long-term effects of dispersal on refugees arrived
over the last three decades across European countries. Our findings suggest that dispersed refugees
experience a persistent impact on their residential choices and substantial long-run losses in their
economic integration. These results speak directly to recent work by Bansak et al. (2018) and
Trapp et al. (2018) showing that improving current allocation practices of hosting governments

would produce large employment gain for refugees.

The paper unfolds as follows. Section 2 introduces our data and provides descriptive evidence on
the labour market outcomes of different migrant groups relative to natives. Section 3 reports the
results of our main empirical analysis of refugees versus other migrants. Section 4 presents the
results on the role of conditions at arrival in explaining refugee-migrant gaps. Section 5 concludes

with a brief discussion of policy implications.
2. Data and Descriptive Evidence

2.1. The European Labour Force Survey

Our analysis is based on data from the European Labour Force Survey (EULFS), a large household
survey of people aged 15 and over covering the 28 member states of the European Union, the
candidate countries (the Former Yugoslav Republic of Macedonia and Turkey) and three countries
of the European Free Trade Association (Iceland, Norway and Switzerland). Specifically, we use
two ad hoc modules on migrant labour market outcomes collected in 2008 and 2014, which contain
additional questions on migrant experience in the host country. The EULFS reports information
on individual circumstances, including country of birth, demographic characteristics and years
since migration, as well as immigrant labour market status and type of occupation. The 2014
module also includes information on an individual’s position in the host country national income
distribution.? Of particular relevance for our study is the fact that the questionnaires for the ad hoc

modules include information about the main reason for migration, thereby allowing us to

2 The ad hoc modules are available for both 2008 and 2014 for the following 13 countries: Austria, Belgium, Cyprus,
France, Greece, Italy, Lithuania, Luxembourg, Norway, Portugal, Spain, Sweden, and the UK. Data for Germany,
Ireland and the Netherlands are available only for 2008 and those for Bulgaria, Croatia, the Czech Republic, Estonia,
Finland, Hungary, Latvia, Malta, Poland, Romania, Slovakia, Slovenia and Switzerland only for 2014. Income data
are unavailable for the Czech Republic, France, Hungary, Norway and Sweden, and the EULFS does not report wages.
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distinguish refugees from other migrants. This reason-for-migration question was asked of all non-
native individuals who arrived in the country of residence when they were 15 years of age or older,
with interviewees given the choice of employment, study, international protection or family
reunification as the primary motivation.®> Throughout the paper, we designate all respondents who
selected ‘international protection’ as refugees and all those choosing another reason as (other)

migrants.*
2.2 Descriptive Statistics

Our main sample includes all immigrants of working age (25-64) who are not in full-time
education or military service and have no missing information on immigrant status, reason for
migration, gender, education, age or origin area, for a total of approximately 92 thousand
observations distributed over 20 European countries. EU immigrants account for 37 percent of the
observations, non-EU immigrants for about 57 percent and refugees for the remaining 6 percent.’
Descriptive statistics for this sample are presented in Table 1. The share of males is larger among
refugees and they are relatively older than EU and non EU migrants. Refugees have educational
qualifications similar to those of immigrants from outside the EU and lower than non-EU migrants.
About one fourth of refugees and non-EU migrants have tertiary education compared with 32
percent of EU migrants. Conversely, 38 percent of refugees and 41 percent of non-EU migrants
have at most lower secondary education, compared with a corresponding share of 26 percent
among immigrants from EU member states. Refugees do, however, on average have higher
migration seniority than other migrants: 44 percent of refugees, for instance, have been in the host
country since before 1995, versus about 35-36 percent among the other two groups of migrants.
As regards area of origin, the table shows no refugees from EU15 countries, almost 7 percent born
in one of the EU new member states, and 31 percent from other non-EU European countries. An

additional 25 percent are from North Africa and the Middle East, with the remainder almost equally

3 Specifically, in 2008, respondents were asked to choose among eight alternative reasons for migration: (1)
employment, intra-corporate transfer; (2) employment, job found before migrating; (3) employment, no job found
before migrating; (4) study; (5) international protection; (6) accompanying family/family reunification; (7) family
formation, and (8) other. In 2014, the categories were reduced to six.

4 In our sample, we define as non—natives (refugees and other immigrants) all individuals who are “foreign born”,
except for Germany where non-natives are defined as "foreign nationals”. When information about the country of
birth is missing, we use the parents’ country of origin to determine the individual’s non-native status.

> We exclude all observations from countries-survey years for which the number of refugees sampled is less than 30
individuals (i.e. Bulgaria, Czech Republic, Estonia, Latvia, Lithuania, Malta, Poland, Romania, and Slovakia). See
Appendix Table A 1 for the sample size for each migrant group by host country.
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split between sub-Saharan Africa (18 percent) and South and East Asia (17 percent). Only 3

percent of the refugees in the sample originate from Latin American countries.

Table 1 — Summary Statistics

EU Non-EU
. . Refugees
migrants migrants
Men 0.48 0.47 0.60
Age group:
25/39 0.45 0.47 0.33
40/54 037 0.39 0.50
55/64 0.18 0.14 0.17
Education:
Tertiary 0.32 0.26 0.24
Upper secondary  0.43 0.34 0.38
Lower secondary 0.26 0.41 0.38
Broad entry cohort:
Before 1995 0.36 0.35 0.44
1995-2003 0.31 041 0.41
2004-2007 0.22 0.17 0.09
2008-2013 0.11 0.07 0.06
Area of origin:
EU15 54.2 0.0 0.0
NSM12 / NMS13 45.8 0.0 6.7
Other Europe 0.0 219 30.8
North Africa and Middle East 0.0 223 25.1
Other Africa 0.0 114 17.7
South-East Asia 0.0 16.9 16.8
North America and Oceania 0.0 3.2 0.0
Latin America 0.0 24.2 3.0
Labour market outcomes:
Employment rate 0.72 0.65 0.60
Participation rate  0.80 0.76 0.71
Unemploymentrate  0.10 0.14 0.16
Skilled occupations  0.35 0.26 0.22
Top income decile  0.09 0.07 0.03
Bottom income decile  0.11 0.15 0.17
Observations 34,484 52,213 5,236

Notes. The table reports the following variables separately for EU migrants, all non-EU migrants and refugees in the EULFS
sample: share of men; distribution by age group, education, broad entry cohorts and area of origin; employment, participation and
unemployment rate; share of individuals employed in a skilled occupation (out of all employed individuals), in the top and in the
bottom deciles of the national income distribution.

Table 1 also reports descriptive statistics for the labour market indicators on which we focus
throughout the empirical analysis: employment rate, labour force participation rate, unemployment

rate, being in a skilled occupation, and being in the top or bottom decile of the host country income
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distribution.® For these variables, refugees are on average at a disadvantage not only relative to EU
migrants but also relative to immigrants from outside the EU. For instance, the employment rate
among refugees (non-EU migrants) is 60 (65) percent, their participation rate is 71 (76) percent
and their unemployment rate is 16 (14) percent, with corresponding values for EU migrants of 72,
80 and 10 percent, respectively. The share of employed workers in a skilled occupation is 22
percent for refugees, 26 percent for non-EU migrants and 35 percent for EU migrants. The share
of refugees in the top income decile is only 3 percent, less than half the corresponding value for
non-EU migrants (7 percent) and about a third of the EU migrants’ share (9 percent). Hence, the

remainder of our paper focuses on explaining these gaps.

2.3. Preliminary Evidence: Natives, Migrants and Refugees

We set the background for our main analysis on the labour market gap between refugees and
migrants by first comparing both groups with natives in European countries. In order to do so, we
add observations on native workers from the EULFS to our main sample, and estimate linear
probability models for each of the six outcomes discussed in the previous section (employment
status, unemployment, labour force participation, high skilled occupation and being in the lowest
or highest decile of the income distribution). We include dummies that identify EU immigrants,
non-EU immigrants and refugees, whereas natives are the excluded category. We obtain
“unconditional” gaps by exclusively conditioning on host country—year interaction dummies — to
capture national business cycle fluctuations common to all four groups of workers — while
conditional gaps are estimated after including dummies for gender, 5-year age groups and three
educational levels. Figure 1 outlines the conditional and “unconditional” percentage point
differences in labour market outcomes between natives and each of the three immigrant groups.

The figure clearly shows that, across Europe, immigrants tend to have worse labour market

® We define these indicators as follows: employment rate = the share of individuals from the working age population
who are either in employment or self-employed; labour force participation rate = the share of individuals from the
total working age population who are in the labour force (i.e. either employed or job hunting); unemployment rate =
the share of individuals from the total labour force who are job hunting; skilled occupation = belonging to one of the
three major ISCO-08 groups: Group 1: managers; Group 2: professionals; Group 3: technicians and associate
professionals.



performance than natives regardless of their origin and reason for migration, whereas the gap tends

to be small for EU migrants, generally wider for non-EU immigrants and even larger for refugees.

Figure 1-Immigrant-Native Gaps in Labour Market Outcomes, by Migration Status
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Notes. The figure shows the unconditional and conditional differences (and 90 percent confidence intervals based on robust standard
errors) for various labour market outcomes between EU and non-EU migrants and natives, as well as between refugees and natives.
The dependent variable is, alternatively, a dummy for whether the individual is employed (A); job hunting versus being in
employment (B); employed or job hunting versus being out of the labour force (C); employed in a high skilled occupation versus
being employed in other occupations (D); in the bottom decile of the national income distribution (E); or in the top decile of the
national income distribution (F). Unconditional estimates are obtained from linear probability regressions that include destination
country—observation year interaction dummies. Conditional gaps further control for gender, age and education. The sample

comprises individuals aged 25-64.



As regards unconditional employment probability (Figure 1A), EU migrants are 1.5 percentage
points (about 2 percent relative to the native population mean) less likely than natives to be
employed, whereas the gap increases to 6.9 percentage points (9 percent) for non-EU migrants and
to 17.1 percentage points (24 percent) for refugees. When we condition out intergroup differences
in age, gender and education, the gaps with natives tend to increase because immigrants are on
average younger and better educated. A similar pattern is evident for unemployment (Figure 1B),
and for labour force participation (Figure 1C). Refugees’ unconditional and conditional
unemployment rates are 11 and 10.4 percentage points higher than those for natives. Conversely,
they have a 9.7 percentage point (12 percent) lower unconditional and 11.5 percentage point (15
percent) lower conditional probability of labour market participation than natives. Even focusing
on employed individuals, non-natives tend to do worse than natives in terms of both occupational
skill content and income. Both migrants and refugees are less frequently employed in high-skilled
occupations (Figure 1D) and considerably less (more) likely than natives to be in the top (bottom)

decile of the national income distribution (Figure 1E(F)).

Appendix Figure A 1 graphs the evolution of the gaps in employment (A) and unemployment (B)
probabilities for the three immigrant groups with respect to natives, by years since arrival in the
host country. The figure indicates that on arrival, refugees have extremely large gaps in both
employment and unemployment probability, not only with respect to natives but also to other
immigrants. Although gaps in labour market outcomes tend to decrease with time spent in the host
country for all immigrants, they remain sizeable for refugees and non-EU migrants even after 15

years or more.
3. The Gap between Refugees and Migrants

The evidence presented in the previous section confirms the severe difficulties in socio-economic
integration experienced by all migrant groups — with the partial exception of EU migrants - when
compared with native workers that have been identified in the literature. In the core of our paper,
however, we focus our analysis on comparing outcomes of refugees with those migrants who have
not sought humanitarian protection. Since Figure 1 suggests that migrants tend to outperform
refugees in European labour market, we carefully asses the size of this gap and its persistence, and

we shed light on some of its potential determinants.
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The fact that refugees may face a more difficult integration than other groups of migrants,
especially upon arrival, is not entirely unexpected. Refugees were exposed to violence, conflict
and persecution, with potentially lasting effects on their health and mental health that may hinder
their socio-economic integration. Further, having been forced to suddenly leave their home
countries, with limited control on the timing and the final destination of their move, refugees are
more likely to experience a worse match in host countries — in terms of their skills, aspirations and
availability of ethnic networks — than the average migrant. Indeed, whereas host countries can
select economic migrants based on their characteristics, and economic migrants can select their
destinations based on a higher demand for their own skills, such selection is not typically possible
in forced migration. Whether refugees are able to bridge their initial disadvantage, however, is an
empirical question. The direct comparison of one type of migrant with another eliminates the major
measurement problems common in studies comparing migrants with natives having similar
education and host country work experience. In addition, this comparison allows us to rule out
certain potential explanations of the observed gap - such as discrimination in the labour market,
cultural and language barriers and obstacles to the recognition of foreign qualifications — that are
likely to affect similar migrants in similar ways, irrespective of their initial reason for migration.
Finally, our data also enable us to condition on a rich set of fixed effects that capture the
unobservable characteristics, shocks, determinants and other factors common to, for example, all
individuals emigrating from a certain area in the same year or all individuals arriving in a specific
host country at the same time. The extent to which the inclusion of these fixed effects reduces the
observed gap is informative about the role of selection pattern differences in determining the

relative outcomes of refugees versus other migrants.
3.1. Estimating Equation

In order to investigate the differences between refugee and migrants, we focus exclusively on those
countries that are a source of both groups of immigrants. We thus retain all non-EU15 immigrants
and refugees and end up with an estimation sample of 69,128 individuals, 5,236 (7.6 percent) of

them refugees. We estimate the following linear probability model:

Yisatt = B Tefisart + VXisart + Har + @1 + Ws + Eisart (eq. 1)

where y;sqr: 18 @ (binary) labour market outcome for individual i from origin area s who arrived

in country d in year T and was interviewed in survey year t (2008 or 2014); ref;sqr¢ 1 an indicator
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variable that takes value one for refugees (i.e. migrants arrived for humanitarian protection) and
zero for all other migrants; X;.47¢ 1S @ vector of individual controls (age, gender, education); p;;
is a set of destination country—interview year fixed effects capturing any economic or non-
economic conditions in the destination country at the time of interview; ¢ is a set of arrival cohort
fixed effects that captures all unobservable factors common to individuals arriving in Europe in
the same year;! w, is a set of origin area fixed effects capturing common time invariant
characteristics of migrants arriving from the same geographic area;® and &,47; is an idiosyncratic
shock. Unless otherwise specified, we use heteroscedasticity robust standard errors to account for
the fact that our dependent variables are binary. In order to better control for unobservable
characteristics and shocks that might have determined the labour market outcomes of individuals
entering the same destination country in the same year or leaving the same area in the same year
we can then incorporate two-way fixed effects into our specification. In particular, we condition
on host country—entry cohort and on area of origin—entry cohort fixed effects. The former set of
dummies captures all initial conditions (e.g. unemployment, GDP growth, migrant stock) in the
destination country to which all migrants belonging to the same arrival cohort, irrespective of
refugee status, were exposed, while the latter set controls for any common shock affecting migrants

arriving in Europe from the same origin area in the same cohort.
3.2 Baseline Results

In Table 2, we report the coefficients estimated from the linear probability model in equation (1)
for the likelihood of employment, incorporating the different controls and fixed effects stepwise.
Across all specifications, we consistently find a large and significant negative employment gap
between refugees and comparable migrants. When conditioning exclusively on host country—
survey year dummies, the employment differential is at a minus 6.4 percentage point (column 1).
This baseline initially increases when controlling for gender and age (column 2) but then decreases
with the incorporation of education dummies (column 3). As a result, the gap conditional on
individual characteristics is minus 8.8 percentage points (column 3), suggesting that refugees are

overall relatively better selected from the distribution of employment-correlated observable

7 The specific year of arrival is available for individuals arrived 10 or less years before the interview. For the others,
earlier arrivals, entry cohorts fixed effects refer to five-year groups (e.g. 1980-84, 1985-89).

8 We include dummies for seven origin areas: EU new member states; other European countries; North Africa and the
Middle East; other African countries; South and East Asia; North America and Oceania; and Latin America.
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characteristics than other migrants. When we condition on area of origin (column 4), this gap
shrinks substantially by almost 20 percent (minus 7.2 percentage points), suggesting that refugees
disproportionately originate from areas associated with weaker EU labour market performance.
Conversely, when we control for entry cohort (column 5), the gap increases slightly, implying that
refugees are slightly overrepresented in earlier cohorts, which had more time to integrate.’ Finally,
we include the two-way fixed effects for host country—entry cohort and for area of origin—entry
cohort that we discussed in the previous section. These last estimates (column 6) show that
allowing entry cohort effects to vary by host country and by source area generates no further
reduction in the employment gap between migrants and refugees. Thus, in our most restrictive
specification the refugee—migrant employment rate differential is 7.8 percentage points, suggesting
that refugees are about 11.6 percent less likely to be employed than comparable migrants (whose

unconditional employment probability is 0.67).

Table 2 — Refugee—-Immigrant Gap: Employment

(1) (2) (3) (4) (5) (6)

Refugee -0.064*** -0.095*** -0.088*** -0.072*** -0.076*** .0.078***

(0.012) (0.012) (0.011) (0.011) (0.011) (0.011)
Host country*year YES YES YES YES YES YES
Gender and age YES YES YES YES YES
Education YES YES YES YES
Source Area FE YES YES
Entry Cohort FE YES
Entry Cohort*Host Country FE YES
Entry Cohort*Source Area FE YES
Observations 69,128 69,128 69,128 69,128 69,128 69,128

Notes. The table reports the coefficients for a refugee migrant dummy, estimated by linear regression with an employment dummy
as the dependent variable. The sample comprises non-EU15 immigrants aged 25-64. The unconditional mean of the employment
indicator for migrants is 0.67. All specifications include destination country—observation year interaction dummies. "Gender, Age,
Education" are dummy variables for gender, five—year age groups and at most upper secondary or tertiary education (with at most
lower secondary education as the excluded category). “Source Area FE” are dummy variables covering the seven major source
regions (13 EU new member states; other European countries; North Africa and Middle East; other African countries; South and
East Asia; North America and Oceania; Latin America). “Entry cohort FE” are dummy variables for year (or groups of years) of
arrival in the host country. “Host country FE” are dummies for the twenty destination countries in the sample. Robust standard
errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

% Note that our findings about how much each group of covariates contributes to shrinking rather than widening the
refugee gap may depend on the specific sequential inclusion of controls that we followed. In order to check for that,
we perform a Gelbach decomposition (Gelbach 2016) for the estimates of the employment refugee gap. Appendix
Table A 2 reports the such decomposition that confirms findings in Table 2.
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Table 3 — Refugee—Immigrant Gap: Other Labour Market Outcomes

Bottom income

Participation Unemployment Skilled occupation decile Top income decile

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Refugee -0.061*** -0.063*** 0.045*** (0.031*** -0.079*** -0.071*** 0.066*** 0.060*** -0.053*** -0.048***

(0.010) (0.010) (0.010) (0.011) (0.012) (0.012) (0.020) (0.021) (0.013) (0.013)

Host country*year YES YES YES YES YES YES YES YES YES YES
Gender, age, education YES YES YES YES YES YES YES YES YES YES
Entry Cohort*Host Country FE YES YES YES YES YES
Entry Cohort*Source Area FE YES YES YES YES YES
Baseline probability 0.78 0.14 0.24 0.16 0.05
Observations 69,128 52,900 46,359 13,847 13,847

Notes. The table reports the coefficients for a refugee migrant dummy, estimated by linear regressions with either an unemployment
dummy, a participation dummy, a skilled occupation dummy (whether employed in a high-skilled or other occupation), and a
bottom and top income decile indicator as the dependent variable. The sample comprises non-EU15 immigrants aged 25-64. All
specifications include destination country—observation year interaction dummies. "Gender, Age, Education" are dummy variables
for gender, five—year age groups and at most upper secondary or tertiary education (with at most lower secondary education as the
excluded category). “Entry cohort FE” are dummy variables for year (or groups of years) of arrival in the host country. “Host
country FE” are dummies for the twenty destination countries in the sample. “Source Area” are dummy variables covering the
seven major source regions. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

In Table 3, we consider the other labour market outcomes of participation (columns 1-2),
unemployment (columns 3-4), skilled occupation (columns 5-6) and being in the bottom (columns
7-8) and top (columns 9-10) decile of the income distribution. For each outcome, we first estimate
the refugee gap while conditioning exclusively on host country—year fixed effects and individual
characteristics (odd columns) and then incorporate the full set of two-way fixed effects (even
columns). The average unconditional probabilities for each outcome for non-refugee migrants are
reported in the bottom part of Table 3. These estimations reveal that the likelihood of refugee
labour market participation is relatively low, about 6.3 percentage points (8 percent) less than for
comparable non-refugee immigrants in our most restrictive specification (column 2). The
unemployment probability is 4.5 percentage points higher for refugees than for other migrants,
although the gap narrows by 30 percent when we condition on all controls and fixed effects.
According to the estimates in column 4, the unemployment probability is approximately 3.1
percentage points (22 percent) higher for refugees than for comparable migrants. Even among
those who are employed, refugees are disadvantaged relative to other immigrants. Not only they
are 7.1 percentage points (29 percent) less likely to be in a high-skilled occupation than other
migrants with similar characteristics (column 6), but also they display higher probability to be in
the bottom decile and lower probability to be in the top decile of each host country’s income
distribution than other immigrants. According to the estimates from our more complete

specification (columns 8 and 10), refugees are 6 percentage points more likely to fall into the
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bottom and 4.8 percentage points less likely to fall into the top decile than their non-refugee

counterparts.'’
3.3. Heterogeneity by gender and area of origin

In Table 4, we estimate equation (1) separately for women (panel A) and men (panel B). The
refugee gap in employment tends to be smaller for women than for men, both in absolute value
and relative to the baseline probabilities. The results in column 2 indicate that refugee women are
5 percentage points (or 8 percent) less likely than comparable immigrant women to be employed.
In contrast, refugee men’s employment rate is 11 percentage points lower than that of immigrant
men with the same characteristics, a 14 percent gap relative to the baseline employment of
immigrant men overall. Similar patterns hold for participation and unemployment. Conversely,
little gender difference is observable in the unconditional refugee—immigrant gap in skilled

occupation probability.

Table 4— Refugee-Immigrant Gaps by Gender

Employment Participation Unemployment Skilled occupation

(1) () (3) (4) (5) (6) (7) (8)

Panel A - Women

Refugee -0.051*** -0.050*** -0.041** -0.046*** 0.019 0.010 -0.085*** -0.068***
(0.019) (0.018) (0.018) (0.017) (0.016) (0.016)  (0.021)  (0.020)
Baseline probability 0.584 0.674 0.134 0.283
Observations 37,533 37,533 24,865 21,581
Panel B - Men
Refugee -0.122%** -0.108*** -0.083*** -0.087*** 0.059*** 0.043*** -0.101*** -0.067***
(0.015) (0.015) (0.013) (0.012) (0.014) (0.014) (0.016) (0.015)
Baseline probability 0.779 0.888 0.122 0.304
Observations 31,595 31,595 28,035 24,778
Host country*year YES YES YES YES YES YES YES YES
Age, education YES YES YES YES
Entry Cohort*Host Country FE YES YES YES YES
Entry Cohort*Source Area FE YES YES YES YES

Notes. The table reports the coefficients for a refugee migrant dummy, estimated using separate linear regressions for women (panel
A) and men (panel B) with either an employment dummy, a participation dummy, an unemployment dummy for a skilled
occupation dummy (whether employed in a high-skilled or other occupation) as the dependent variable. The sample comprises non-
EU1S immigrants aged 25-64. The baseline probabilities report the unconditional means of the outcome variables for female and
male non-refugee migrants. All specifications include destination country—observation year interaction dummies. "Age and
education" are dummy variables for five—year age groups and for at most upper secondary or tertiary education (with at most lower
secondary education as the excluded category). “Entry cohort FE” are dummy variables for year (or groups of years) of arrival in
the host country. “Host country FE” are dummies for the twenty destination countries in the sample. “Source Area” are dummy
variables covering the seven major source regions. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

10 Tn Appendix Table A3, we report estimates obtained including three-way fixed effects for source area, host country
and entry cohort. For all six outcomes considered, the refugee gap remains large and strongly significant, although the
inclusion of three-way fixed effects generally reduces the estimated gaps with respect to the coefficients obtained with
two-way fixed effects.
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Next, in Figure 2, we compare conditional refugee—migrant gaps in labour market outcomes across
different origin areas, revealing substantial heterogeneity.!! The labour market outcomes of
refugees from European countries outside the EU15 (NMS12 and other European countries) are
not too dissimilar from those of comparable immigrants from the same regions, with any
differences tending to be statistically insignificant. In fact, most refugees originating from
European countries had arrived in the host country during the 1990s, meaning that by time of
interview, they had caught up with the other migrants’ performance. Instead, refugees from
African and Asian countries — the main source areas of recent refugee inflows and arguably of
those in the foreseeable future — show particularly large gaps in all the outcomes considered. In
fact, North African and Middle Eastern migrants display the largest gaps in employment and labour
market participation, while those from other African and South and East Asian countries display

the largest gaps in unemployment and skilled occupation probability, respectively.

Figure 2 — Refugee—Immigrant Gaps in Labour Market Outcomes by Area of Origin

A. Probability of employment B. Probability of unemployment
0.15 0.15
o 010 L 010
5 5
@ 005 2 005 |
£ 0.00 : I g ] [
5 O I 1 & 0.00 $ -
€ £
+ -0.05 + -0.05 |
(D @
[ Q.
2.010 2.0.10 |
2 2
-0.15 -0.15 r
020 b 020 L
NMS12 Other Latin Other South & N.Africa & NMS12 Other Latin Other South & N.Africa &
Europe America  Africa EastAsia Middle Europe America  Africa  EastAsia Middle
East East
C. Probability of labour market participation D. Probability of working in an high-skilled occupation
0.15 0.15
o 010 1 o 010 1
& &
o 0.05 o 0.05 r
E T E T
» 0.00 J 1 » 0.00
£ £ I
v -0.05 v -0.05
[ [
[ [
¥-010 [ ¥-010
g g
-0.15 -0.15
020 b -0.20 -
NMS12 Other Latin Other South & N.Africa & NMS12 Other Latin Other South & N.Africa &
Europe  America Africa EastAsia Middle Europe America Africa EastAsia  Middle
East East

Notes. The figure illustrates the conditional refugee—migrant gaps in various labour market outcomes, together with the
corresponding robust standard error-based 90 percent confidence intervals. The dependent variable is, alternatively, a dummy for
whether the individual is employed (A); job hunting versus being in employment (B); employed or job hunting versus being out of
the labour force (C); employed in a high-skilled occupation (D). We estimate the regressions separately for each area of origin,
controlling for gender, age, education, as well as interaction between destination country dummies and observation year or entry
cohort dummies. The sample comprises non-EU15 immigrants and refugees aged 25-64.

' We draw the graph by estimating separate regressions for each origin area while including controls for individual
characteristics (age, gender, education) and host country—year and entry cohort—host country fixed effects.

16



3.1. Assimilation

Figure 3 profiles refugee assimilation in terms of employment (A) and unemployment (B)
probabilities. These estimates are obtained through direct comparison of refugees with similar
migrants conditional on individual characteristics and on fixed effects for destination country—

survey year and area of origin.!?

Figure 3 — Refugee—Immigrant Employment and Unemployment Gaps, by Years since Arrival
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Notes. The figure graphs the evolution of the conditional gap in employment (A) and unemployment probability (B) between
refugees and non-EU15 migrants by years in the host country. All regressions include age, gender, education, destination country—
interview year fixed effects, and origin area fixed effects. The sample comprises non-EU15 immigrants and refugees aged 25-64.
We report 90 percent confidence intervals based on robust standard errors.

12 Note that we use data from two cross-sections collected 6 years apart (in 2008 and 2014) and we can therefore
compare the outcomes of individuals from the same entry cohort measured at different points in time simultaneously
with different cohorts measured in the same year. We are thereby partially able to distinguish the effect of years since
arrival from possible compositional changes across entry cohorts. Our estimated profiles, however, might be also
capturing some differences in selective out-migration across migrant categories (Dustmann and Goérlach 2016).
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As expected, the gap is particularly large upon arrival: for individuals with no more than 3 years
of residence in the host country, the employment probability gap is minus 30 percentage points,
with a corresponding unemployment gap of 15 percentage points. Although this gap becomes
progressively narrower with years of residence in the host country, the difference only reaches
statistical insignificance after 15 years (for employment) or 9-10 years (unemployment),
suggesting that refugees struggle to eliminate their initial labour market disadvantage vis-a-vis
other immigrants. In Appendix Figure A 2 we display these assimilation profiles in employment
probabilities separately for women (A) and men (B). As shown in Table 4, the refugee gap tends
to be smaller for women than for men: upon arrival in the host country, refugee women are 23
percentage points less likely to be employed than similar female immigrants, while the gap for
men is 33 percentage points. In addition, Figure A 2 shows that women catch up with other
immigrants at a faster pace than refugee men. Indeed, whereas the difference in employment
probability between refugee and other immigrant women is not statistically significant after 11—
14 years in the host country, the refugee gap among men only disappears completely 20 years after

arrival.
3.2. Health and Language

In this section, we extend our analysis to immigrants’ outcomes outside the labour market and
study refugee—migrant differences in health status and social integration (as measured by host
country language proficiency). Both variables are measured at the moment of interview rather than
upon entry, meaning that although they may reflect differences between refugees and other
migrants on arrival, they are also the result of differences in their integration trajectories. One
likely determinant of refugees’ poorer performance in the labour market is the well-documented
initial gap in physical and mental health between refugees and other migrants, which results
directly from the traumatic experiences associated to forced displacement (Burnett and Peel 2001;
Porter and Haslam 2005). This initial gap can either be bridged or widened by the quality of the
integration process in the host country. Because the EULFS questionnaire contains no direct
questions on respondent health status, we shed light on this issue using information from other
items. For example, the question on labour market status, asked of all interviewees, includes a
‘permanently disabled’ category into which only 2.8 percent of the immigrant sample falls.

Refugees, in contrast, as panel A of Table 5 shows, are 1.4—1.8 percentage points more likely to
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report a permanent disability than comparable immigrants (columns 1-3). Columns 4—6 of panel
A then address another health-related outcome: the reason for the job search inactivity of
unemployed individuals who report no such effort in the four weeks prior to interview. We exclude
from this sub-sample all those who previously self-identified as having a permanent disability. Of
the remainder, approximately 9 percent answered that health or disability prevented them from job
hunting, with refugees 9 percentage points more likely to give this response than comparable

immigrants.

Table 5 — Refugee-Immigrant Gaps in Health and Language

(1) (2) (3) (4) (5) (6)
Panel A - Health

Reason for not searching an

LM status: permanently disabled L
employment: health or disability

Refugee 0.014**  0.016*** 0.018*** 0.096*** 0.086*** 0.090***
(0.006)  (0.005)  (0.005)  (0.028)  (0.028)  (0.027)
Observations 58,014 58,014 58,014 10,645 10,645 10,645

Panel B - Host Country Language

Obstacle to employability: lack of .
Low proficiency

proficiency

Refugee 0.053***  0.046*** 0.044*** 0.043***  0.027* 0.030**

(0.019) (0.018) (0.016) (0.016) (0.015) (0.013)
Observations 38,940 38,940 38,940 31,693 31,693 31,693
Host Country*Year YES YES YES YES YES YES
Gender, Age, Education YES YES YES YES YES YES
Source Area YES YES YES YES
Entry Cohort*Host Country FE YES YES YES YES
Entry Cohort*Source Area FE YES YES

Notes. The table reports the coefficients for a refugee migrant dummy, estimated in linear probability regressions in which the
dependent variables are dummies equal to one if the respondent reports (a) a permanent disability (Panel A, columns 1-3); (b)
health or disability issues as the main reason for not actively job hunting (columns 4-6); (c) a lack of fluency in the host country
language as an obstacle to employability (Panel B, columns 1-3); and (d) a “beginner or less” level of proficiency in the host
country language. The sample comprises non-EU15 immigrants aged 25-64. All specifications include destination country—
observation year interaction dummies. "Gender, Age, Education" are dummy variables for gender, five—year age groups and at
most upper secondary or tertiary education (with at most lower secondary education as the excluded category). “Source Area FE”
are dummy variables covering the seven major source regions. “Entry cohort FE” are dummy variables for year (or groups of years)
of arrival in the host country. “Host country FE” are dummies for the twenty destination countries in the sample. Robust standard
errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

Because language proficiency is one of the crucial determinants of integration in the host country
(Chiswick and Miller 2014), it is rational for migrants to select a destination country based also on
their own language skills and invest in learning the host country language before migrating. Forced

migration, however, typically prevents refugees from carefully planning their movement and
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optimally choosing their destinations. We can thus expect refugees to have lower language
proficiency on average upon arrival than comparable migrants, and this initial gap can then
increase or decrease with years of residence in the host country. When asked in both the 2008 and
2014 wave about the main obstacle to their employability in the host country, about one fourth of
the immigrant respondents identified lack of proficiency in the host country language, with
refugees 45 percentage points more likely than other migrants to make this choice (Table 5, panel
B, columns 1-3). This pattern is mirrored in responses to the 2014 module, where we find that
whereas about 13 percent of the immigrant worker sample report having low language proficiency
in speaking the main host country language, this share increases by 3—4 percentage points among

the refugee population (see columns 46 in panel B).!
4. The Role of Conditions at Arrival

The first part of our empirical analysis has documented the existence (and persistence) of an
important gap in labour market outcomes between refugees and other migrants with similar
observable characteristics (section 3). Notably, the gap remains sizeable even when comparing
refugees and migrants within finely-defined cells that absorb unobservable characteristics and
shocks common to all foreign born individuals who, for instance, emigrated from a certain area in
the same year or arrived in a specific host country at the same time. In this section, we investigate
potential determinants of the observed differential socio-integration path that refugees and other
migrants experience. In particular, we focus on the role of initial economic and policy conditions
upon arrival in the host country. Albeit common to refugees and migrants belonging to the same
arrival cohort, econo