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Foreword


Developing countries host more than one-third of international migrants in the world. Most immigrants are migrant workers and are employed either formally or more often informally in their countries of destination. Immigration thus plays a key role in the destination countries’ economic development. A number of low- and middle-income countries, however, lack evidence and awareness of how immigrants can contribute to different segments of the economies and very few have developed and implemented appropriate policy frameworks. A large informal economy associated with weak labour migration management capacities and a lack of active labour market policies prevent many destination countries from making the most of immigration.

The OECD Development Centre, the International Labour Organization (ILO) and the European Commission have worked together to address these challenging questions. Working across different contexts, the goal of our collaboration is to help developing countries design effective policies for leveraging immigration for positive development outcomes. This includes expanding the evidence base on the contribution of immigration to development, providing advice on the governance of comprehensive immigration systems and linking development strategies for policy coherence within a country and across countries.

This report, How Immigrants Contribute to Developing Countries’ Economies, is a step forward in assessing the contribution of immigration to development and improving the design of migration and development strategies. It builds on the joint OECD-ILO project Assessing the Economic Contribution of Labour Migration in Developing Countries as Countries of Destination (ECLM). The project carried out comparable analyses for ten low- and middle-income countries – Argentina, Costa Rica, Côte d’Ivoire, the Dominican Republic, Ghana, Kyrgyzstan, Nepal, Rwanda, South Africa and Thailand – to present a greater understanding of the different ways immigrants contribute to the economies of their host countries. Different key components of the economy are explored through a combination of quantitative and qualitative methodologies.

The report examines empirically how immigrants affect three key components of the economy: the labour market, economic growth and public finance. It analyses the political and historical context of immigration in each country and suggests ways to enhance the contribution of immigrants in different contexts through appropriate policy responses. The report highlights the fact that the impact of immigration is not straightforward. It depends on the country context and economic conditions, as well as on the characteristics of immigrants. However, any country can maximise the positive impact of immigration by adopting coherent policies aimed to better manage and integrate immigrants so that they can legally invest in and contribute to the economy where they work and live, while staying safe and living fulfilling lives.

The report also provides a basis for dialogue and policy guidance for development practitioners and policy makers who attempt to integrate immigrants into their economy and society for the benefit of both immigrants and native-born citizens. Following the discussion on guidance for actions with key stakeholders and policy makers to be held in each country, the OECD Development Centre and the ILO look forward to continuing their co-operation with partner countries with a view to enhancing the contribution of immigration for better economic and development outcomes.
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Executive summary


With more than one-third of international migrants residing in developing countries, immigration has an increasing weight on the socioeconomic development of low- and middle-income countries. Yet, policy debate on how immigrants affect host countries often relies more on perception than evidence. A more systematic analysis on the economic impact of labour immigration in developing countries will better inform policy makers to formulate policies aiming to make the most of immigration in destination countries.

The project Assessing the Economic Contribution of Labour Migration in Developing Countries as Countries of Destination (ECLM) – carried out by the OECD Development Centre and the International Labour Organization and co-financed by the European Union – was conceived to provide such analysis. This report synthesises the findings of the project, conducted between 2014 and 2018 in ten partner countries – Argentina, Côte d’Ivoire, Costa Rica, the Dominican Republic, Ghana, Kyrgyzstan, Nepal, Rwanda, South Africa and Thailand –, puts them in the context of global analysis and provides evidence on the impact of labour immigration on the development of host countries, and presents the main policy recommendations.



The contribution of immigrants to developing countries’ economies


Using both quantitative and qualitative methods, the analysis in this report focuses on three main dimensions of the economic contribution of immigrants in developing countries: labour markets, economic growth and public finance.


	Labour markets: How well immigrants are integrated into the host country’s labour market is directly linked with their economic contribution to their destination countries. Immigrants in most partner countries have higher labour force participation and employment rates than native-born workers. However, the quality of jobs immigrants take remains a concern because they often face a lack of decent work.

Does immigration affect – either positively or negatively – the labour market outcomes of native-born workers? The analysis in the ten developing countries shows that the overall impact of immigration is negligible. The results, however, are diverse and highly contextual. This is in line with the majority of research on OECD countries which finds only a small effect.


	Economic growth: The estimated contribution of immigrants to gross domestic product (GDP) ranges from about 1% in Ghana to 19% in Côte d’Ivoire, with an average of 7%. The immigrants’ contribution to value added exceeds their population share in employment in half of the partner countries. In countries where this is not the case, the differences were small. Overall, immigration is unlikely to depress GDP per capita. The analysis on how immigration affects productivity reveals less clear results. Various research methods were employed across the countries depending on data availability.


	Public finance: How do immigrants affect the fiscal balance and the quality of public services in developing countries? Immigrants help increase overall public revenues, but the increase may not be always sufficient to offset the public expenditures they generate. This is the case for two countries, Kyrgyzstan and Nepal, where the deficit is less than 1% of GDP. In the other seven partner countries for which data are available, the net direct fiscal impact of immigrants is positive but below 1% of GDP. Overall, immigrants’ net fiscal contribution is therefore generally positive but limited. This is in line with the available evidence for OECD countries.








How can destination countries enhance the contribution of immigration to development?


While immigration’s impact on the ten partner countries’ economies is limited, public policies can play a key role in enhancing its contribution to the development of destination countries. In many developing countries, disproportional attention has been paid to policies that maximise the positive impact of emigration rather than immigration. However, excluding immigration from development strategies can represent missed opportunities for host countries. Building on the research findings, the report illustrates five policy priorities for immigration countries to consider:


	Adapt migration policies to labour market needs. Developing countries can benefit from implementing migration regulation frameworks that are based on their labour market needs. Facilitating entries and providing more legal pathways to labour migrants will increase the share of immigrants with a regular status and formal employment. This, in turn, can significantly increase immigrants’ contribution to a host country’s economy. Closely monitoring labour market indicators coupled with developing consultation mechanisms, in particular with the private sector, can further support migration management systems.


	Leverage the impact of immigration on the economy. Destination countries should consider policy interventions aiming to i) foster the employability of immigrants, for example, through an extended network of public employment services or training and lifelong learning opportunities to upgrade their skills; ii) encourage their investment by removing the barriers to invest and create businesses; and iii) maximise the fiscal contribution of immigrants through supporting growth of the formal sector or expanding the tax base and contribution payments from the informal one.


	Protect migrant rights and fight discrimination. Immigrants’ working and living conditions are closely linked with the way they contribute to their host countries’ economies. Public authorities as well as employee and employer organisations in destination countries should therefore prioritise protecting the rights of immigrants and preventing all forms of discrimination and racism.


	Invest in immigrants’ integration. Many developing countries lack comprehensive policies to facilitate the integration of immigrants. This can generate serious problems of social cohesion and reduce immigrants’ ability to contribute to the development of their host countries. Various policy measures should be put into use from the moment immigrants arrive. Local authorities can also play an active role.


	Better monitor the economic impact of immigration. Adequate public policies and actions can come from better data and evidence. While most partner countries collect useful data to study immigration, these data are often insufficient for a comprehensive analysis. It is important that developing countries invest in improving migration-related data collection as well as analyses of immigration’s potential impacts on the economy. The analytical framework employed in this report can provide useful indications in that respect.









Chapter 1. Immigrants’ contribution to developing countries’ economies: Overview and policy recommendations


This chapter gives an overview of the project Assessing the Economic Contribution of Labour Migration in Developing Countries as Countries of Destination. The ten countries that participated in the project are Argentina, Costa Rica, Côte d’Ivoire, the Dominican Republic, Ghana, Kyrgyzstan, Nepal, Rwanda, South Africa and Thailand. The chapter first explains why a better understanding of the economic effects of labour immigration matters for policy makers in developing countries, and how and why the ten partner countries were selected. The chapter then provides details on the different methodological approaches used by the project team and summarises the main findings of the report from a comparative perspective. Finally, the chapter offers policy recommendations to increase immigrants’ economic contribution in developing countries.



International migration has become an integral component of the global development agenda. Both the 2015 Addis Ababa Action Agenda and the 2030 Agenda for Sustainable Development acknowledge the positive contribution that migrants make to inclusive growth and sustainable development in countries of origin, transit and destination. They also highlight the need to strengthen international co-operation to ensure safe, orderly and regular migration, with full respect for human rights, regardless of migration status. The Sustainable Development Goals (SDGs) incorporate these concerns through the need to protect the rights of migrant workers, especially women (Target 8.8), adopt well-managed migration policies (Target 10.7) and reduce remittance transfer costs (Target 10.c) (United Nations, 2015a). In addition, the spread of humanitarian refugee crises led the international community to discuss implementing two global compacts: one for safe, orderly and regular migration; the other for refugees (United Nations, 2017 and 2016).

Although these new commitments represent significant milestones towards a more co-ordinated international migration agenda, immigration remains a sensitive issue in most countries. Local populations often believe that immigrants take the jobs of native-born workers, contribute to lowering wages, take advantage of public services, do not pay enough taxes, and threaten social cohesion and security.

The perception that immigrants cost more than they yield is widespread but rarely relies on empirical evidence. In fact, most existing studies show that the economic effects of immigration in the countries of destination, though limited, are usually positive. However, these studies typically focus on high-income OECD countries. Few studies analyse the contribution of immigration in low- and middle-income countries, and those that do usually cover either one specific channel (e.g. labour, trade or productivity) or a single country.1


The project Assessing the Economic Contribution of Labour Migration in Developing Countries as Countries of Destination aimed to fill this knowledge gap. It provides empirical evidence – both quantitative and qualitative – on the multiple ways labour immigrants affect the economic development of their countries of destination. The OECD Development Centre and the International Labour Organization (ILO) implemented this four-year project, which the European Union’s Thematic Programme on Migration and Asylum co-financed. The project was launched in August 2014 and carried out in partnership with ten low- and middle-income countries: Argentina, Costa Rica, Côte d’Ivoire, the Dominican Republic, Ghana, Kyrgyzstan, Nepal, Rwanda, South Africa and Thailand.

This report, together with the corresponding ten country reports, intends to serve as a useful tool for policy makers in the countries included in the project and other developing countries. It offers the latest and most exhaustive research findings that exist on the economic contribution of labour immigration in low- and middle-income countries. It can help policy makers design and implement both immigration and sectoral policies to enhance immigrants’ contribution to development. The report also provides methodological guidance to policy makers and researchers interested in assessing immigrant workers’ economic contributions.

The report focuses on three of the main channels through which immigrants potentially contribute to the economies of their destination countries: labour markets, economic growth and public finance. After explaining the immigration context in each partner country (Chapter 2), the report discusses how well immigrants are integrated into the labour market (Chapter 3). It then analyses the impact of immigration on the ten partner countries’ labour markets (Chapter 4), the different ways immigrants contribute to economic growth (Chapter 5) and how they affect public finance, both as public service users and tax payers (Chapter 6).


The project: Understanding the economic effects of labour immigration in developing countries


Understanding how immigrants contribute to developing countries’ economies interests policy makers for many reasons. Immigrants affect not only a country’s economic prosperity, but also the well-being of the native-born population as well as social protection systems and other compensatory schemes. Immigrants indeed play a diverse set of roles and exert a variety of influences on the economy of the host country:


	As workers, immigrants are part of, but also have an impact on, the labour market; they also alter the country’s income distribution and influence domestic investment priorities.


	As students, immigrants – or their children – contribute to increasing the stock of human capital and diffusing knowledge.


	As entrepreneurs and investors, they create job opportunities and promote innovation and technological change.


	As consumers, they contribute to increasing the demand for domestic – and foreign – goods and services, thus affecting the price and production levels, as well as the trade balance.


	As savers, they not only send remittances to their countries of origin but also contribute indirectly, through the bank system, to fostering investment in their host countries.


	As tax payers, they contribute to the public budget and benefit from public services.




Through these different roles, immigrants can help stimulate economic growth in their countries of destination and thus promote development. Immigrants also contribute to the social and cultural diversity of the communities in which they live, but that aspect goes beyond the scope of this project.

Against this backdrop, the project Assessing the Economic Contribution of Labour Migration in Developing Countries as Countries of Destination aimed to inform partner countries, as well as other developing countries with similar economic and political contexts, of the different ways immigrants contribute to development. It also attempted to provide policy makers in partner countries with guidance on relevant issues to make the most of immigration in their countries. To do so, the project applied widely accepted methodologies, taking into account the specific challenges that developing countries face. Given that analysis and data on native-born and foreign-born populations tend to be rare and dispersed in these countries, the project team collated relevant data on immigration and helped generate new data, especially through enterprise surveys and sectoral studies. To better understand how immigrants contribute to economic development, the analysis took into account the historical, legal and economic environment in each country.

As a result of these efforts, this report examines empirically how immigrants contribute to their host countries’ economies (Figure 1.1). It focuses specifically on:


	labour markets, not only in terms of labour force and human capital, but also employment and wages


	economic growth, in particular production and productivity, at both firm and economy levels


	public finance, including public spending and fiscal contributions.







Figure 1.1. Immigrants contribute to host countries’ economies in several ways


[image: graphic]




Partner countries represent a diverse range of regions, income levels and immigration backgrounds


The project was developed in partnership with a balanced mix of ten developing countries (Figure 1.2), which represent different regions, income groups and immigration patterns. With a total amount of 13.7 million immigrants in 2015, the ten partner countries covered about 6% of the international migrant stock (243.7 million) and 16% of all immigrants in low- and middle-income countries (84.8 million) (United Nations, 2015b; see Figure 2.1 in Chapter 2). By region, immigrants in partner countries represented 38% of all immigrants among low- and middle-income countries in Latin America and the Caribbean, 15% in Africa and 12% in Asia.




Figure 1.2. The project’s ten partner countries cover a diversity of regions


[image: graphic]


The project team collaborated closely with a variety of stakeholders. Together, they helped define the priorities that each country faces. The choice of partner countries was based on three main criteria:


	The willingness of the relevant authorities in each country to become partners. Their co-operation was obtained through discussions and formal agreement with the public authorities. Each country was then asked to appoint a national institution as project focal point (Table 1.1).


	A balanced representation of low- and middle-income countries. The World Bank’s 2015 country income classification categorised Argentina, Costa Rica, the Dominican Republic, South Africa and Thailand as upper-middle-income countries. Côte d’Ivoire, Ghana and Kyrgyzstan were classified as lower-middle-income countries, and Nepal and Rwanda as low-income countries. By including diverse income groups, the project aimed to explore how different income levels and socio-political conditions influence the ways immigration contributes to economic development.


	A significant weight of immigrants as a share of the population. To analyse the economic contribution of labour immigration, partner countries needed significant immigration rates. The share of immigrants as a share of the population varied in 2015 from 1.5% in Ghana and 1.8% in Nepal to 8.8% in Costa Rica and 9.6% in Côte d’Ivoire (Figure 1.3).2






	
Table 1.1. Each partner country appointed a government focal point








	
Country


	
Government focal point







	
Argentina


	
Ministry of Labour, Employment and Social Security





	
Costa Rica


	
General Directorate of Migration, Ministry of Interior and Police





	
Côte d’Ivoire


	
National Population Office





	
Dominican Republic


	
Ministry of Economic Planning and Development





	
Ghana


	
Ministry of Employment and Labour Relations





	
Kyrgyzstan


	
State Migration Service





	
Nepal


	
Ministry of Employment and Labour





	
Rwanda


	
Ministry of Public Service and Labour





	
South Africa


	
Department of Labour





	
Thailand


	
Ministry of Labour













Figure 1.3. Partner countries represent different levels of gross domestic product, size and share of immigrants



GDP per capita (constant 2010 USD), immigrant stock in share and volume by income classification


[image: graphic]

Note: The size of the circle represents the stock volume of immigrants. The colour of the circle indicates the country’s income level: blue = upper-middle-income countries, grey = lower-middle-income countries, black = low-income countries.



Source: United Nations (2015b) and World Bank data (http://data.worldbank.org/indicator/NY.GDP.PCAP.KD).


StatLink  http://dx.doi.org/10.1787/888933648347



Given the project’s focus on labour migration, countries where refugees represent more than 50% of all immigrants are not included. Rwanda is the partner country with the highest share of refugees; its registered refugees made up about 16.5% of its immigrant population in 2015 (United Nations, 2015b). In all other countries, refugees represented less than 5% of the immigrant population (4.9% in Costa Rica and 4.6% in Ghana, but only 0.1% in Côte d’Ivoire and the Dominican Republic).

Certain partner countries have counted immigrant populations in the millions or have high shares of immigrants in the total population (Figure 1.3). Two upper-middle-income countries, Thailand and South Africa, had the largest total numbers of immigrants in 2015 (3.9 million and 3.1 million, respectively). Côte d’Ivoire and Costa Rica reported the highest shares of immigrants in the total population (9.6% and 8.8%, respectively). Two low-income countries, Nepal and Rwanda, and two lower-middle-income countries, Ghana and Kyrgyzstan, had the smallest sizes and shares. Between 1995 and 2015, Thailand experienced the greatest growth in volume (4.8 times) of the ten countries, while in Nepal and Kyrgyzstan the number of immigrants declined. In Argentina, South Africa and Thailand, the share of immigrants in the total population increased between 1995 and 2015, but it decreased in the seven other partner countries.

All immigrants are not workers, but most are. Labour immigration makes up a large portion of total immigration worldwide. The average share of labour immigration at the global level, measured by the labour force participation rate of the immigrant population, is 72.7% (and 63.9% for the non-migrant population) (ILO, 2015a). The labour force participation rates for immigrants in low-income, lower-middle-income and upper-middle-income countries are 59.4%, 69.7% and 70.7%, respectively (ILO, 2015a). At 64.3%, the average labour force participation rate is lower in the partner countries (excluding Thailand due to data limitations), due to the relatively low participation rates in Kyrgyzstan (47%) and Nepal (41.9%). The labour force participation is high in Côte d’Ivoire (85.5%), South Africa (78.8%) and the Dominican Republic (72.7%).

Reflecting the diversity of income levels and immigration backgrounds, the migration governance systems also vary greatly across the ten partner countries. Immigration policies range from a relatively open regime, such as in Argentina and Costa Rica, to a more restrictive one, such as in Thailand where immigration laws reserve some occupations for Thai workers. Other countries feature different degrees of openness and restriction vis-à-vis immigration. Nepal has an open border policy with India, while Ghana and Rwanda have developed policies that encourage immigration as a means to development. Similarly, South Africa has diversified the origin countries of immigrants due to economic restructuring since the 1990s. Kyrgyzstan has frequently changed the institutions responsible for immigration and undergone many reforms regarding migration.

Similarly, integration policies are diverse and immigrants have various levels of immigrant rights across partner countries. Immigrant workers in all partner countries should have the same rights as native-born workers in terms of equal pay for the same work and equal employment conditions and protections. But, in practice, restrictions sometimes apply. Generally in most partner countries, access to public education, training and public health services is immediately available for regular immigrants. However, there are still limitations for irregular immigrants. Most partner countries guarantee similar economic, social and civil rights to immigrants, but some restrictions may exist, like in Côte d’Ivoire with regard to land rights. Political rights are often limited in most countries. One significant integration measure − access to citizenship through naturalisation − exists in the ten partner countries and requires two to seven years of permanent or temporary residence, depending on the country.




Defining immigrants and labour migrants is not straightforward


One important challenge is related to the definitions of immigration and labour migration. Different organisations and countries have their own definitions. For the sake of comparison across countries the project tried to use the same working definitions for all countries, even though available statistics do not always fit these definitions.



Immigrants


No universal definition of an immigrant exists. The most commonly cited definition accords with the 1998 Recommendations on Statistics of International Migration: “any person who changes his/her country of usual residence, […] in which an individual normally spends his daily period of rest” (United Nations, 1998). An individual who enters the nation for up to three months is not considered as an immigrant, but rather a visitor. Beyond three months, the individual will be termed a short-term immigrant for the next nine months. Only after one year of legal residency in the country the immigrant will be termed a long-term migrant.

In line with this definition, the Population Division of the United Nations’ Department of Economic and Social Affairs estimates international migrant stocks by using the country of birth as a reference (United Nations, 2015b). This report adopts this definition, as it is widely used in analytical work and as data are available in all countries covered by the project. International immigrants are therefore individuals who were born in another country than the country in which they live. This definition does not take into account the citizenship of people.

Some people are born abroad but are not foreigners, while others are born in their country of residence but do not have its citizenship. This often relates to the national legislations in terms of citizenship and naturalisation. Four different scenarios in terms of country of birth and citizenship are illustrated in Table 1.2:


	In countries that favour jus sanguinis, it is more difficult for the children of immigrants born in the country to get access to the citizenship of their country of birth (native-born foreigners).


	In countries where jus soli prevails, children of immigrants can become citizens of their country of birth more easily. They are therefore native-born citizens, but are often referred to as the second generation.


	In some countries, and depending on the naturalisation rules, individuals born abroad can become citizens of their country of residence after a certain number of years. They are foreign-born citizens.


	While most people born in their country of residence are also citizens of that country, in most cases the foreign-born are also foreigners (foreign-born foreigners). Reasons can include that i) they do not stay long enough to acquire citizenship, ii) the legislation in their country of origin does not allow for dual citizenship or iii) the rules in their host country are too strict.





	
Table 1.2. Understanding the difference between immigrants and foreigners










	


	
Country of birth





	
Born in the country of residence


	
Born in a foreign country (immigrants)







	
Citizenship


	
Citizens of the country of residence


	
Native-born citizens


	
Foreign-born citizens





	
Citizens from another country (foreigners)


	
Native-born foreigners


	
Foreign-born foreigners










This report cites administrative data that therefore sometimes refers to foreign citizens. Given potential differences in national definitions, each country report explains in detail the definitions used.




Labour migrants


While labour migration refers to immigration for employment in the destination country as the primary purpose, different ways to measure it exist. There are two major ILO instruments on labour migration and the protection of migrant workers:3
 ILO Convention No. 97 (1949) and accompanying Recommendation No. 86; and ILO Convention No. 143 (1975) and accompanying Recommendation No. 151. The latter document states (Article 11) that the term “migrant for employment” means “a person who migrates from one country to another with a view to being employed otherwise than on his own account, and includes any person regularly admitted as a migrant for employment”. According to the UN Convention of 1990, Article 2, the term migrant worker refers to “a person who is to be engaged, is engaged or has been engaged in a remunerated activity in a State of which he or she is not a national”.

For statistical purposes, the ILO global and regional estimates of migrant workers define the term “migrant worker” as “all international migrants who are currently employed or are unemployed and seeking employment in their present country of residence” (ILO, 2015a). Another definition encompasses those who chose work or employment-related opportunities as the primary reason for immigration. Information on the reasons for immigration is not always available, even in high-income countries (OECD/European Union, 2014). However, some partner countries (e.g. Argentina, Costa Rica, the Dominican Republic and Thailand) do have that information.

This report refers to labour immigration by taking those immigrants who are looking for work or are employed from labour force surveys or population censuses. In a broad sense, it also refers to the working-age population (defined either as aged 15 and above, or 15 to 64), knowing that most labour immigrants are drawn from this age group. This definition reflects the fact that labour immigration often drives other types of flows, such as family immigration, but may also itself be partly driven by them (OECD, 2017; OECD/European Union, 2014). Non-labour immigrants by a strict definition, for instance humanitarian migrants and students, may also enter the labour market at some point and contribute to the destination country’s economy in similar ways that labour immigrants do.

Citizenship is also an important criterion of labour immigration. For example, the International Convention on the Protection of the Rights of All Migrant Workers and Members of Their Families refers to the term “migrant worker” as “any person who is to be engaged, is engaged or has been engaged in a remunerated activity in a State of which he or she is not a national” (United Nations, 1990). This report distinguishes between labour immigrants who are citizens and those who are not, where appropriate.





Methodology: How did the project measure and analyse the immigrant contribution?


Analyses of the economic impact of labour immigration in developing countries as well as relevant data are scarce. The different methodologies that this project adopted could therefore be of value to policy makers and researchers wishing to measure the impact themselves. To overcome data paucity and increase the comparability among the ten partner countries, the project...
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