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WHEN THE POOR WELCOME THE PERSECUTED

Recognizing the economic potential of refugee reception in low-income

host countries

Abstract

Author: Ada Sophia Hahn

While a ‘burden narrative’ dominates the popular and political discourse
regarding the economic impact of refugees, scholars increasingly recognize
their economic potential. One such scholar is economist Philippe Legrain
who argues that welcoming refugees constitutes “a humanitarian
investment that yields economic dividends” (Legrain, 2016, p.1). This
paper investigates the validity of such claim in the context of low-income
host countries via a comparative analysis of Tanzania and Uganda. The
hypotheses derived of Legrain’s work confirm that low-income countries
benefit economically as refugees improve market conditions by spurring
demand, trade, and entrepreneurialism. Certain policies can strengthen
such potential if prioritizing the right to work, freedom of movement and
assistance programs encouraging entrepreneurialism. Doing so allows
refugees and hosts to mutually benefit rather than to compete for
economic opportunities.

1. Introduction

1.1 Introduction

Of the 26.3 million refugees worldwide, 86 percent are hosted by low- and

middle-income countries (UNHCR, 2020a). Within popular and political discourse, the

common understanding persists that refugees constitute an economic burden to host

societies highlighting why refugee reception in poorer countries is considered particularly

troubling (Steinbach, 2019). This understanding is incorporated in various policies such
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as the idea of global burden-sharing originating with the 1951 Refugee Convention
(Inder, 2018; Newland, 2011). In contrast to this ‘burden narrative’, some scholars
increasingly recognize the economic potential of refugees. The economist Philippe
Legrain (2016) stands out arguing that — in high-income countries (HICs) — receiving
refugees can function as a “humanitarian investment that yields economic dividends”
(Legrain, 2016, p. 1). While he makes an important case, only 14 percent of the global
refugee population resides in HICs, while the overwhelming majority finds refuge in
economically poorer countries (UNHCR, 2014). Thus, this paper investigates the
important dynamic between the economic lives of refugees and their low-income host
countries, examining whether Legrain’s claim holds true in the context of low-income
countries (LICs). This research paper asks: Do low-income host countries benefit
economically from the reception of refugees and, if so, in what ways?

This question is answered by testing four hypotheses that were derived from
Legrain’s (2016) thesis as the conceptual framework. The comparative research design,
moreover, allows for a discussion of favourable policy conditions as the two countries
under analysis, Tanzania and Uganda, practice different policies regarding the reception
of refugees. Investigating the dynamic between refugee reception and their economic
impact is socially and academically relevant. First, LICs are characterized by structural
socio-economic impediments such as high unemployment and scarce public resources
(Steinbach, 2019). When such countries receive high numbers of refugees, it comes with
the risk that hosts are unable to provide newcomers with an adequate standard of living
while locals must compete for scarce resources and employment opportunities. Second,
Legrain’s work shows that research regarding forced migration generally and its
economic impact specifically is disproportionally conducted in HICs. This article thus
provides insights into the yet understudied LIC context through an interdisciplinary lens
offering a combination of economic and humanitarian perspectives on the topic. The
findings ultimately confirm that LIC hosts can benefit economically from the refugee
presence primarily due to a positive effect on demand, trade, and entrepreneurialism.
Such economic potential is strengthened through governance which grants the right to
work and freedom of movement and overall fosters refugee self-reliance and

entrepreneurialism.
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1.2 Key concepts

The meaning of three terms central to the research question are clarified in the following.
First, ‘refugees’ are defined as persons who reside outside their country of nationality
due to a well-founded fear of persecution as per the 1951 Refugee Convention (UNHCR,
2020b). Thus, this research conceptualizes refugees as distinct from other migrants such
as internally displaced persons and asylum seekers (Amnesty International, 2020). This
is because refugees face challenges and opportunities during their economic integration
that are unique to those of other migrants. Second, the term ‘low-income countries’
(LICs) refers to one of four categories used by the World Bank to describe the economic
wealth and development of states (Steinbach, 2019). Being the lowest, a LIC
classification entails a per capita gross national income (GNI) lower than $1025 per year
(World Bank, 2019). The countries analysed in this research, Uganda and Tanzania,!
both classify as LICs and are contrasted with HICs, so-called high-income countries
(Steinbach, 2019). Third, ‘economic benefits’ refer to tangible transformations within the
economic development of the host country. On the macroeconomic level, this includes
an increase in the growth rates of the gross domestic product (GDP) and the GNI. On
the meso- and micro-level, it includes positive changes in magnitude of trade,
consumption, the wealth of certain citizens, usage of labour, change in costs of certain
goods, and overall participation in the market. These effects are further operationalized

within the hypotheses and coding framework used for the analysis (section 3.2).

2. Literature review

2.1 State of the literature

While the developmental effects of labour migration are well studied, less is known
about the economic impact of forced migration on host countries, particularly LIC hosts
(Khoudour & Andersson, 2017). Nevertheless, refugees are increasingly recognized in

their active roles as “consumers, producers, buyers, sellers, borrowers, lenders and

! Tn the most recent World Bank Global Economic Prospects Report 2020, Tanzania transitioned in its
status from LIC to LMIC due to an increase in its GNI (World Bank, 2020a). However, as the Tanzania
country studies used in this research only cover the time frame 2002-2014, LIC remains the appropriate
category.
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entrepreneurs” (Betts & Collier, 2017, p. 154) beyond their frequent portrayal as passive
persons in need of protection.

Generally, the literature agrees that hosting refugees simultaneously produces
costs and benefits. One of the earliest economic analyses, offered by Adelman and
Sorenson (1994), highlights that benefits outnumber costs when hosts and aid agencies
favour refugee self-sufficiency and participation in the productive sector over mere social
services. Refugee governance which involved refugees in decision- and policy-making
schemes generally proved fruitful while systems which fostered dependence and
paternalism created negative developmental effects. Ultimately, it was concluded that
economic benefits are created by entrepreneurial empowerment and deterred by passive
reception of aid (Adelman & Sorenson, 1994). Moreover, Omata and Weaver (2015)
problematize the highly contextualized and short-term nature of the majority of
economic impact assessments in the field which impedes holistic claims — a limitation
which is addressed through the multi-study, comparative nature of this paper. Moreover,
Omata and Weaver’s work highlights that micro- and meso-economic impacts are often
distributed unequally across the local population. Similarly, Chambers (1986) affirmed
that relatively poor locals face higher risks of bearing the costs whereas wealthier ones

such as landowners might benefit more easily from refugee populations.

2.2 Conceptual framework: Legrain’s thesis

Within the literature, Legrain’s (2016) thesis stands out arguing that the reception of
refugees in HICs creates eight dividends which, considered together, explain how
refugees function as a “humanitarian investment that yields economic dividends” (p. 1).
Specifically, he argues that refugee reception yields these economic dividends under two
conditions. For one, if the host makes an initial investment that re-allocates public funds
to refugees and, two, allows refugees to join the local workforce (Legrain, 2016). If these
conditions are met, eight dividends bring about economic benefits.

First, Legrain (2016) explains that refugees create a demand dividend due to
stimulated consumption which triggers a supply and investment response in various
sectors. Second, refugees are more likely than locals to take on employment that is “dirty,
difficult, relatively dangerous, and dull” (p. 4) creating a so-called #D-dividend which
frees locals to take on higher-skilled and better-paid labour. Similarly, higher-skilled
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refugees can bring about a third deftness dividend which occurs when refugees’ skills are
complementary to those of the local workforce. In Germany, for instance, labour
shortages persist in the healthcare and STEM sectors which refugees have successfully
filled in the past. Fourth, a dynamism dividend results from the circumstance that
refugees are more likely to be entrepreneurial and stir international trade. Such makes
the host economy more dynamic and adaptable and boost overall trade and investments.
Legrain explains a fifth diversity dividend to be the result of refugees’ unique
perspectives and experiences which have shown to disproportionally foster patenting
and innovation. Sixth, a demographic dividend occurs as ageing societies benefit from
the reception of younger working-age refugee populations. Seventh, refugees are net
contributors to their hosts’ public finances through for instance taxes, creating a debr
dividend which allows the host to spread the burden of debt-paying over a larger
population (Legrain, 2016). While Legrain (2020) also conceptualized an eighth
development dividend which is created through refugee remittances, this is beyond the
interest of this paper as it addresses the impact on the origin country not the host.
Legrain (2016) furthermore explains that refugees’ ability to contribute economically
depends not only on their own socioeconomic characteristics but also on the host’s
policy attitudes towards refugees. While a degree of refugee autonomy is crucial
particularly in access to and flexibility within the labour market, successful contribution
also requires some form of social assistance at minimum in the form of an ‘initial
investment’” which helps refugees to fulfil basis needs such as housing, food, and
language training upon arrival (Legrain, 2020). Similar to what other scholars argue (e.g.,
Adelman & Sorenson, 1994), Legrain (2020) thus emphasizes that a balance needs to be
struck between assistance and autonomy. Too much assistance can create dependency
while too much autonomy runs the risk of leaving refugees to fend for themselves
entirely. Although Legrain (2020) establishes these clear-cut arguments about the
economic impact of refugees, they are limited to HIC hosts. Accordingly, the subsequent
section discusses the specific socioeconomic characteristics of LICs generally and
Tanzania and Uganda specifically to formulate a set of hypotheses regarding the

applicability of these dividends to the low-income context.
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2.3 The socioeconomics of LICs

Two general observations are made regarding the socioeconomics of LICs: First, the
populations of LICs tend to be younger and have higher fertility rates than those of HICs
(Lee & Mason, 2012). This is important as what Legrain (2016) calls the demographic
dividend, results from an imbalance between working-age citizens in relation to
care-dependent citizens such as children and elderly. The demographics in LICs,
however, look very different with an average fertility rate of 4.9 children opposed to an
average of 1.7 in HICs (UNDESA, 2015). Consequently, there is no demographic
imbalance which refugees could address. Second, refugee reception in LICs is different
from that in HICs through the large-scale financial and organizational involvement of
international organizations (I0s). These 10s give aid to hosts which takes the form of
services as well as cash or in-kind assistance for refugees (Miller, 2018). This has three
effects. For one, new employment is created relating to the reception of refugees, often
funded by the 10s, and exercised by locals. Secondly, the IO-provided financial or
in-kind resources are used as a basis for trade or consumption and increase demand in
local markets. Thirdly, the presence of IOs translates into investment in infrastructures
surrounding camps for example by improving road access between camps and cities
(Miller, 2018).

Like other LICs, Tanzania and Uganda coincide regarding their main economic
sectors. Accordingly, agriculture accounts for an important part of the economy: 29% of
the GDP and 65% of the labour force within Tanzania (Deloitte, 2017) and 24 % of the
GDP and 70% of the labour force in Uganda (Plecher, 2020; World Bank, 2020b).
Moreover, many of these agricultural labourers work on a subsistence basis, i.e. without
generating surplus farming goods (Deloitte, 2017). Other important contributors to
economic growth are industrialization and manufacturing, service provision and private
consumption (Deloitte, 2017; Plecher, 2020).

Regarding the governance of refugees, Tanzania and Uganda differ significantly.
Tanzania’s refugee population stems primarily from a sudden, large-scale influx of
roughly 250,000 Burundian refugees in 1993 and an additional 250,000 Rwandans in
1994 due to the civil conflicts in both countries (Chaulia, 2003). This sudden influx also
transformed Tanzania’s hosting approach from an Open-Door-policy prior to the 1990s

to more restrictive policies (Chaulia, 2003). The Refugees Act of 1998 reaffirmed this

33



tendency obliging refugees to reside solely in ‘designated areas’ and discouraged
participation in economic activities outside of camps (UNHCR, 2005). While Tanzania
formally grants a right to work, refugees must apply for permits which in practice proves
difficult. Despite the de-facto restrictions on movement, refugees participate in various
informal economic activities outside the camps, mainly in agriculture and on subsistence
basis (UNHCR, 2005). In contrast, Uganda practices a unique hosting approach centred
in the Self-Reliance Strategy (SRS) making the country stand out among hosts globally.
The SRS provides for a system of land distribution among refugees, freedom of
movement and the right to work (Kaiser, 2005). The SRS provides that registered
refugees have access to land in designated settlements for the purpose of both
homestead and agriculture (UNHCR Kampala, 2004). While refugees are permitted to
reside in cities, they can only seek housing and most humanitarian services if they are
registered in a formal camp (Kaiser, 2005). This stark contrast in refugee governance
renders Tanzania and Uganda appropriate case studies for a comparative analysis of the

economic impact on LICs.

2.4 Hypotheses

Considering the background information offered above, two of Legrain’s (2016)
dividends can be ruled out entirely. First, the demographic dividend is unlikely to be
represented since LICs have younger populations and do not have to cope with the same
problems as aging societies. Second, a substantial portion of local and refugee
employment in both Tanzania and Uganda occurs in the informal sector or on a
subsistence basis. Hence, the occurrence of a debt dividend is unlikely as refugees do
not necessarily increase the tax-paying population. Regarding the remaining dividends,
the following four positive impacts are hypothesized.

First, the presence of refugees stimulates demand within local markets and
refugee networks (H1). Similar to Legrain’s (2016) ‘initial investment’, refugees in LICs
are provided with either cash or in-kind aid via IOs or the government. In line with the
idea of a demand and dynamism dividend, these resources are thus hypothesized to spur
demand of locally produced goods and services. The fact that private consumption is an
important economic contributor in LICs (Deloitte, 2017) further underlines the

likelihood of such effect.
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Secondly, refugees engage in entrepreneurialism (H2). This hypothesis stems
from Legrain’s (2016) remarks on refugees’ dynamism and diversity according to which
they tend to be more innovative compared to locals and diversify economies.
Accordingly, refugees’ diversity — i.e., their unique experiences and knowledge - can
foster innovation in the business sector, for instance, by recognizing market gaps
through familiarity with their home economy. Similarly, refugees are dynamic economic
agents, thus, more likely to initiate trade and investments in host communities. Policies
such as the SRS directly incentivizes refugees to become entrepreneurial. Two forms of
entrepreneurialism can be distinguished: one is refugee self-employment describing work
that only sustains the worker themself (such as subsistence farming) and refugee-led
businesses, describing innovative work creating additional employment.

Third, the presence of refugees improves the employment prospects of locals
and the overall labour market (H3). Picking up Legrain’s (2016) 4D- and deftness
dividend, it is hypothesized that refugees have a positive effect on the local labour
market. As refugees are likely to take on low-skilled, 4D-employment, locals are freed to
take on higher-skilled labour, thus, increasing occupational mobility. In addition,
refugees can add ‘deftness’ to the labour market if their skill set is unique from and
complementary to that of locals. Lastly, the labour market is likely to benefit from the
overall need for additional services relating to refugee reception (e.g., construction of
camps).

And fourth, the presence of refugees translates into improvement of and
investment in local infrastructures (H%). It is thus hypothesized that economic benefits
reach the local community when the host government or 10s invest in local
infrastructures in the context of refugee governance. This can occur by improving road
access between camps and neighbouring cities, to create accommodation for
humanitarian staff or through investments in the health sector enabling it to better cope

with a higher number of patients.

3. Methodology

3.1. Data collection

Testing the validity of these hypotheses occurred based on eleven country studies, i.e.

scholarly works which assess the economic impact of refugees on any of the two
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respective LICs. All country studies have been selected systematically through a
thorough search of relevant academic journals and Google Scholar. Relating thereto, the
researcher followed the recommended steps laid out by Gray (2014) for shaping the
selection of secondary data in qualitative research via parameters. These parameters
constituted key words within the research question and relevant synonyms thereof (e.g.,
“refugees” and “forced migrant”). The search was complemented via a snowball
approach reviewing the bibliographies of selected articles that appeared particularly
relevant. The choice to work with Tanzania and Uganda as the countries of analysis was
made as most country studies generated by the search were conducted in these two
countries. All country studies retrieved from the search were, thus, included in the
analysis. Moreover, forced migration literature recommends that future research on this
topic focuses on a comparative analysis of different governing systems (i.e., open versus
restrictive) which applies to Tanzania and Uganda (Betts, Bloom, Kaplan, & Omata,
2014).

All eleven countries studies have been allocated a working number which has
been used throughout the analysis. The five Tanzania country studies are the following:
Art. 1 refers to  Alix-Garcia and Saah (2009), Art. 2 to Landau (2004), Art. 3 to a study
by Maystadt and Verwimp (2014), Art. 4 by Maystadt and Duranton (2018) and Art. 5 is
the work of Whitaker (2002). Six Uganda country studies were analysed: Art. 6 is a
research article by  Betts et al. (2014), Art. 7 by Betts, Chaara, Omata, and Sterck
(2019), Art. 8 refers to Betts, Omata, and Bloom (2017), Art. 9 to Bjerkhaug (2020), Art.
10 to Kreibaum (2016), and lastly, Taylor et al. (2016) refers to Art. 11.

3.2. Data analysis

As means of data analysis, a comparative case study analysis was conducted working
with hypothesis-testing and a coding framework. A comparative analysis of secondary
data is preferable for research aiming to produce generalizable findings regarding a
certain dynamic while paying particular attention to the specific conditions of success
(Goodrick, 2014). Such is the case for this research as it investigates the positive
economic impact of refugee reception within LICs, asking not only for confirmation of

such impact but moreover for the conditions of success. Utilizing secondary data for this

36



research is moreover cost- and time-efficient and entails a degree of detachment from the
data which allows for greater objectivity in the analysis (Gray, 2014).

Specifically, a coding framework was used to test the hypotheses via the country
studies. A 'code' here refers to a label that is attached to a given piece of data within
these studies assigning symbolic meaning to the information contained (Elliott, 2018).
The development of the coding framework followed the rough guidelines set out by
Creswell (2018) and Elliott (2018), according to which the codes were predetermined in
line with the purpose of hypothesis-testing. Thus, each of the four hypotheses was cut
down into smaller components allowing for a systematic and straightforward analysis of
the country studies - an overview of which is offered in table 1 below. Accordingly, each
code offers evidence which either supports or undermines the confirmation of the
hypothesis in question. The country studies were then systematically analysed and all

evidence relevant for hypothesis-testing recorded, the results of which are listed in table

2 and 3.

Hypothesis

Codes

H1: The presence
of refugees
stimulates demand
within local
markets and
refugee networks.

Evidence of stimulated consumption within local markets
Evidence of depressed consumption within local markets

Evidence of locals consuming goods within refugee networks

H2: Refugees
engage in

entrepreneurialism.

Evidence of increased trade within local markets
Evidence of decreased trade within local markets
Evidence of trade within refugee networks
Evidence of no trade within refugee networks
Evidence of refugees engaged in international trade
Evidence of refugee self-employment

Evidence of refugee-led businesses

H3: The presence
of refugees
improves the

Evidence of additional employment opportunities for locals

Evidence of fewer employment opportunities for locals
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employment
prospects of locals
and the overall
labour market.

e Evidence of refugees engaging in 4D-employment
e Evidence of increased local occupational mobility
e Evidence of decreased local occupational mobility
e Evidence of refugee skill complementarity (deftness)

e Evidence of refugee skill competitiveness (no deftness)

H4: The presence
of refugees
translates into
improvement of
and investment in
local
infrastructures.

e Evidence of improvement of local infrastructure

e Evidence of deterioration of local infrastructure

e Evidence of IO investment in local infrastructure

e Evidence of increased government investment in local infrastructure

e Evidence of decreased government investment in local infrastructure

Table 1: Coding framework (own illustration)

3.3. Findings

The following two illustrations offer a tabulated overview of the results of the coding

process. Table 2 describes the findings for the Tanzania country studies and table 3 the

findings for the Uganda country studies.

Country Research background Relevant codes
study
Art. 1 e Country: Tanzania e Evidence of stimulated consumption within

Research focus: the impact of local markets (H1)

refugees on prices in nearby e Evidence of refugee self-employment (H2)
markets

Populations: Burundian and
Rwandese refugees hosted in
the Ngara (Kagera) and
Kibondo (Kigoma) districts

Research period: 1993-94

Art. 2 o
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Research focus: the impact of
the humanitarian influx G.e.,
refugees and aid) and whether
it engendered a significant
economic transformation of
local markets

Populations: Burundian and
DRC refugees in the Kasulu
(Kigoma) district

Research period: 1999-2000

Evidence of increased trade within local
markets (H2)

Evidence of trade within refugee networks
(H2)

Evidence of additional employment
opportunities for locals (H3)

Evidence of refugees engaging in
4D-employment (H3)

Evidence of increased local occupational
mobility (H3)

Evidence of improved infrastructure (H4)

Art. 3

Country: Tanzania

Research focus: the
differentiated impact of the
refugee influx on the welfare of
the local population via their
occupations

Populations: Burundian and
Rwandese refugees hosted in
Kagera

Research period: 1991-1994
& 2004

Evidence of stimulated consumption within
local markets (H1)

Evidence of increased trade within local
markets (H2)

Evidence of trade within refugee networks
(H2)

Evidence of refugees engaged in international
trade (H2)

Evidence of refugee self-employment (H2)

Evidence of additional employment
opportunities for locals (H3)

Evidence of increased local occupational
mobility (H3)

Evidence of IO investment in local
infrastructure (H4)

Art. 4

Country: Tanzania

Research focus: the long-term
welfare effects of temporary
refugee inflows to Tanzania
investigating various channels
of transmission

Populations: Burundian and
Rwandese refugees hosted in
Kagera

Research period: 1993-1994,
2004 & 2010

Evidence of stimulated consumption within
local markets (H1)

Evidence of additional employment
opportunities for locals (H3)

Evidence of improved infrastructure (H4)

Evidence of 10 investment in local
infrastructure (H4)

Evidence of increased government investment
in local infrastructure (H4)

39



Art. 5

Country: Tanzania

Research focus: variations in
the benefit and cost
distribution of refugee influxes
along dimensions of class,
gender, sector, and region

Populations: Rwandese,
Burundian, and DRC refugees
hosted in the districts
Karagwe, Ngara, Kibondo, and
Kasulu (Kigoma)

Research period: 1996-1998

Evidence of stimulated consumption within

local markets (H1)

Evidence of locals consuming goods within

refugee networks (H1)

Evidence of increased trade within local
markets (H2)

Evidence of trade within refugee networks
(H2)

Evidence of refugee self-employment (H2)

Evidence of additional employment
opportunities for locals (H3)

Evidence of refugees engaging in 4-D
employment (H3)

Evidence of increased local occupational
mobility (H3)

Evidence of IO investment in local
infrastructure (H4)

Evidence of deterioration of local
infrastructure (H4)

Table 2: Coding results for Tanzania country studies (own illustration)

Country Research background Relevant codes
study
Art. 6 Country: Uganda e Evidence of stimulated consumption within

40

Research focus: Refuting
common misconceptions
regarding refugee economies
(i.e., the resource allocation
system related to displaced
populations)

Populations: DRC, Somali,
Rwandese and South Sudanese
refugees hosted in the Nakivale
and Kyangwali settlements and
the capital, Kampala

local markets (H1)

e Evidence of locals consuming goods within

refugee networks (H1)

e Evidence of increased trade within local

markets (H2)

e Evidence of trade within refugee networks

(H2)

e Evidence of refugees engaged in

international trade (H2)

e Evidence of refugee self-employment (H2)




Research period: 2013

Evidence of refugee-led businesses (H2)

Evidence of additional employment
opportunities for locals (H3)

Evidence of refugees engaging in 4-D
employment (H3)

Evidence of skill complementarity (deftness)

H3)

Evidence of improved infrastructure (H4)

Art. 7

Country: Uganda

Research focus: How different
elements of the SRS impact
welfare outcomes form refugees
and hosts in Uganda (compared
with Kenya)

Populations: DRC and Somalian
refugees hosted in Nakivale and
Kampala

Research period: 2017-2019

Evidence of stimulated consumption within
local markets (H1)

Evidence of locals consuming goods within
refugee networks (H1)

Evidence of increased trade within local
markets (H2)

Evidence of trade within refugee networks
(H2)

Evidence of refugees engaging in
international trade (H2)

Evidence of refugee self-employment (H2)
Evidence of refugee-led businesses (H2)

Evidence of additional employment
opportunities for locals (H3)

Evidence of refugees engaging in 4-D
employment (H3)

Evidence of refugee skill competitiveness
(o deftness) (H3)

Evidence of improved infrastructure (H4)

Art. 8

Country: Uganda

Research focus: Explaining how
refugees’ unique institutional
situations shape their economic
lives in three varying regulatory
regimes

Populations: DRC, Somali,
Rwandese refugees hosted in
Kampala and the settlements
Nakivale, Kyangwali and
Rwamwanja

Evidence of stimulated consumption within
local markets (H1)

Evidence of locals consuming goods within
refugee networks (H1)

Evidence of increased trade within local
markets (H2)

Evidence of trade within refugee networks
(H2)

Evidence of refugees engaging in
international trade (H2)
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Research period: n.d.

Evidence of refugee self-employment (H2)
Evidence of refugee-led businesses (H2)

Evidence of additional employment
opportunities for locals (H3)

Art. 9

Country: Uganda

Research focus: explaining how
the SRS creates economic profit
for some and poverty for others

Populations: Somali, Rwandan
and DRC refugees hosted in the
Nakivale settlement

Research period: 2013

Evidence of stimulated consumption within
local markets (H1)

Evidence of locals consuming goods within
refugee networks (H1)

Evidence of refugee self-employment (H2)
Evidence of refugee-led businesses (H2)

Evidence of fewer employment
opportunities for locals (H3)

Evidence of refugees engaging in
4D-employment (H3)

Evidence of skill competitiveness (no
deftness) (H3)

Evidence of deterioration of local
infrastructure (H4)

Evidence of improved infrastructure (H4)

Art. 10

Country: Uganda

Research focus: the long-term
impacts of refugee presence in
terms of consumption and
public service provision among
hosts

Populations: DRC, Somali,
Rwandese refugees hosted in
the settlements Kyangwali,
Nakivale and Kyaka II

Research period: 2002-2010

Evidence of stimulated consumption within
local markets (H1)

Evidence of refugees engaging in
4D-employment (H3)

Evidence of 10 investment in local
infrastructure (H4)

Evidence of improved infrastructure (H4)

Evidence of decreased government
investments in local infrastructure (H4)

Art. 11

42

Country: Uganda

Research focus: Local economy
wide impact evaluation
controlling for cash versus food
aid assistance

Evidence of stimulated consumption within
local markets (H1)

Evidence of locals consuming goods within
refugee networks (H1)

Evidence of increased trade within local



e Populations: DRC and South markets (H2)

Sudanese refugees hosted in e Evidence of trade within refugee networks
Rwamwanja and Adjumani H2)

settlement and the local area
surrounding the settlements in a
15-kilometer radius e Evidence of refugee-led businesses (H2)

e Evidence of refugee self-employment (H2)

e Research period: 2016 e Evidence of additional employment
opportunities for locals (H3)

e Evidence of refugees engaging in
4D-employment (H3)

Table 3: Coding results for Uganda country studies (own illustration)

4. Analysis

4.1. Discussion of findings

Following the above tabulated description of the coding results, this section discusses
those findings in light of the research question. Accordingly, each of the hypotheses is
discussed separately allowing for a direct comparison of the two case studies, Tanzania
and Uganda.

HI1: The presence of refugees stimulates demand within local markets and
refugee networks.
Both case studies exhibit strong evidence of an increase in demand and consumption
due to the refugee presence. Two distinctions were discovered between both cases: First,
within Tanzania, a substantial amount of consumption and demand is stemming from
10 staff who have a higher purchasing power and create demand of novel goods. Within
Uganda, the demand stemmed primarily from refugees. Secondly, a higher rate of locals
consuming goods produced or sold by refugees was found within Uganda. Likely, this is
due to Tanzania’s tighter controls of movement in and out of refugee camps
discouraging local buyers from accessing refugee vendors. Nevertheless, the evidence
allows us to confirm HI1, but with the caveat that there is limited evidence of locals
consuming goods within refugee networks. Thus, the effect on demand which Legrain
(2016) describes is similarly present in the LIC context.

H_2: Refugees engage in entrepreneurialism.
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Regarding refugees’ engagement in entrepreneurialism both case studies exhibited
substantial evidence of an increase in trade and refugee self-employment. However,
evidence of refugee-led businesses was limited to Uganda. Both case studies exhibited
solid evidence of extensive trade as well as self-employment among refugees usually
occurring when refugees sell either their aid goods or surplus farming produce. Evidence
of two effects were largely limited to Uganda, namely instances of international trade and
refugee-led businesses, thus, entrepreneurialism characterized by innovation and
additional employees. Examples of the latter included numerous Ethiopian restaurants
and a Somali-initiated international trading business. Accordingly, what Legrain (2016)
labels dynamism and diversity appears to be much stronger within Uganda. Thus, H2
can partially be confirmed as there is substantial evidence of refugee self-employment
and trade, but again the occurrence of refugee-led businesses is limited to Uganda.

H3: The presence of refugees improves the employment prospects of locals and
the overall labour market.
Both case studies exhibit substantial evidence of a positive effect on the local labour
market. While both case studies showed evidence of additional employment
opportunities, the comparison highlights an interesting difference. Tanzania’s job
opportunities stem solely from 1Os which hire locals for administrative or logistical work
inside the camps. In the case of Uganda, however, employment opportunities are
additionally created by refugee-led businesses — a dynamic to which the discussion
regarding policy conditions will return. Moreover, an increase of occupational mobility
was limited to Tanzania where such effects occurred primarily in the context of 10
employment which paid better than local employers. The occurrence of refugee skill
complementarity, on the other hand, only occurred in Uganda, however, instances of
skill competitiveness were also recorded in agricultural production. Lastly, 4-D
employment of refugees occurred in both countries, again with stronger evidence in
Uganda. Accordingly, H3 can be confirmed as sufficient evidence was generated
confirming a refugee-induced improvement of employment opportunities, but a positive
effect on occupational mobility and skill complementarity is only partially confirmed.

H#4: The presence of refugees translates into improvement of and investment in
local infrastructures.
Satisfactory evidence was found regarding the refugee presence’s positive impact on local

infrastructures. Both case studies reported general improvements as well as IO
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investment in local infrastructures specifically. Such improvements primarily concerned
the accessibility and quality of roads and the service provision inside and surrounding
the refugee settlements. While both cases exhibited a single instance of deterioration of
infrastructure, these were limited to specific contexts, thus not ruling out a general
improvement of the infrastructure. In Tanzania, such deterioration occurred in the
emergency context following the large-scale refugee influx 1994-95 and in Uganda such
was limited to government-initiated evictions. Accordingly, the fourth hypothesis can be
confirmed wherein the presence of refugees translates into improvement of local

infrastructures.

4.2. Policy conditions

After having established that LICs do in fact benefit from the refugee presence this
section takes a closer look at the policy conditions under which the economic potential
of refugees can be utilized best. Special attention is given to those cases in which certain
effects occurred only in one of the two countries highlighting several conducive policy
trends.

First, the analysis highlighted the importance of granting refugees freedom of
movement. Doing so allows for greater economic interactions between refugees and
locals, thus, fostering trade and consumption within both communities. This was
highlighted by the Uganda case as its policy environment allows refugees and locals to
move freely between settlements and villages and offers the option to self-settle in cities.
As a result, Uganda has higher trends of trade (including internationally) as well as
higher rates of locals buying goods within refugee networks thus increasing market
activity. Similarly, the refugee presence has a greater impact on consumption in more
economically integrated areas as Art. 6, for instance, reported that consumption of local
goods is 30% higher within Kampala compared to settlements (p. 16). Lastly, freedom of
movement enables refugees to move their labour capacity where needed and prevents
skill competition around settlements reportedly those areas where local farmers
competed with refugees.

Second, the right to work is indispensable for advancing refugees’ economic
potential. The comparative analysis highlighted that Uganda has higher rates of refugee

entrepreneurship as well as 4D-employment. If these labour dynamics are pushed into
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the informal sector, benefits for hosts decrease. This is especially true for refugee-led
businesses and innovation which were limited to Uganda. By encouraging rather than
limiting refugees’ entrepreneurial activities it was shown that locals benefit, for instance,
through an increase in employment opportunities. This is important as employment in
those businesses is likely to be more sustainable than employment opportunities in 10s
which are dependent on external donor support.

Third, refugee assistance ought to focus on infrastructure investments as well as
enabling conditions for refugee entrepreneurship. First, investments in local
infrastructure and service provision ought to reach refugees and locals alike. Both cases
highlighted that locals benefit greatly when 10s and the host government improve road
networks as well as education and health services. Better road infrastructures have the
additional benefit of lowering transportation costs and thereby making locally produced
goods more competitive within the national economy (Art. 4). Secondly, refugees that
engage in entrepreneurialism have certain skills and characteristics which can be fostered
through IO assistance. The Uganda case study highlighted that Somalis engage in
business and trade at higher rates than other nationalities (Art. 8). Reportedly, this is
since Somalis were able to rely on substantial financial resources (via remittances and
community-based redistribution mechanisms) and organizational support via
transnational networks. The latter became also visible in the context of Ethiopian
gastronomy as the number of Ethiopian restaurants increased after refugees learned the
trade from each other (Art. 6). Accordingly, refugee entrepreneurship can be fostered by
offering independent financial support — e.g., through micro loans — and by facilitating
skill-sharing between refugees, for instance, through initiatives such as business
incubators.

Fourth, aid programs which distribute cash instead of food aid are economically
more beneficial. Cash aid grants refugees more freedom in the type of demand they
create while food aid limits it. Moreover, food aid has the potential of creating price
suppression of aid-related goods due to an oversupply of these products (Art. 1). While
it could be assumed that food aid creates additional demand of locally produced farming
goods, the country studies rather highlighted that most aid goods are imported from
outside the country, thus spurring production elsewhere. Cash aid, however, gives

refugees greater purchasing power benefitting local markets (Art. 11).
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5. Conclusion

This research paper investigated whether low-income countries benefit economically
from refugee reception using Tanzania and Uganda as case studies. Hypothesis-testing
confirmed that refugees can create various benefits: their presence increases trade and
demand within local markets, creates entrepreneurialism and innovation, and improves
the employment opportunities of locals. Moreover, their presence improves local
infrastructures in the fields of road access and service provision. From a policy
perspective, it was shown that the right to work and freedom of movement are crucial in
strengthening refugees’ economic potential. Moreover, governmental and IO-led
assistance ought to focus on the sustainability of its assistance programs (e.g.,
infrastructure investments) and the financial and organizational support of refugee
entrepreneurialism.

These findings highlight the relevance of Legrain’s thesis for the LIC context.
Accordingly, several of his dividends can be recognized in LICs, particularly the demand,
diversity, 4D- and dynamism dividends. Nevertheless, further research is required to
better understand the impact and potential of millions of refugees welcomed in poorer
host countries. While the comparative research design was conducive in highlighting
beneficial policy condition, it similarly limited the generalizability of the findings as the
two countries analysed represent almost opposing poles on the spectrum of refugee
governance. Then again, Tanzania and Uganda are geographically and culturally relatively
similar, thus, future research on the topic is encouraged that assesses a wider variety and
higher number of LICs. Further research is especially important as the economic
dimension of forced migration is often linked to other dynamics such as attitudes of
locals towards refugees. While not attempting to put a price tag on a human life, these
economic insights into forced migration are of utmost importance at times when

humanitarian arguments increasingly appear to fail.
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