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In 2015, worldwide forced displacement was at its highest recorded level, surpassing 65 million. Out of this number, nearly 20 million
people are those who ﬂed their countries of origin to seek refuge in third countries. International responsibility sharing in terms of
hosting the historical levels of refugee ﬂows has so far been inadequate. Today, lower- and upper-middle income countries host 65
percent of the world’s refugees, mostly in urban settings. Whereas refugee camps provide access to basic needs such as shelter, food and
healthcare, displaced individuals living in urban settings have to sustain their needs through their own means. In turn, this requires
access to labour market.
To facilitate formal labour market integration of refugees in host countries, the authors call on G20 to mobilize the private sector in
developing sustainable solutions for the global refugee crisis, endorse a “Virtual Observatory for Refugee Integration” to monitor
integration processes of refugees in host countries around the world, and encourage its members and host communities to initiate
startup visa programmes for refugees.

Challenge
One fundamental aspect of the global refugee crisis is its urban nature. This is especially true for the world’s largest current case of forced
displacement: the Syrian crisis. As of February 2017, only 491,621 of the 4.94 million registered Syrians in Syria’s neighbouring countries live
in government-run camps. While the camps provide access to basic needs such as shelter, food and healthcare, displaced individuals living in
cities have to fend for themselves. This requires access to labour markets.
Access to the labour market however, is the most politically charged, and therefore the most debated sphere of socio-economic integration
for refugee populations in host countries. In the public spheres of host communities, the increased participation of refugees in the labour
market is perceived as the primary driver of labour market displacement for the local workforce. Such negative sentiments lead to the
deterioration of social cohesion between host and refugee communities, obstructing social and economic integration of refugees in their
host countries, especially under adverse economic conditions.

Today, lower and upper middle-income countries host 65 percent of the world’s refugees. In terms of the labour market integration of
refugees in such countries, the largest obstacle is the availability of formal employment opportunities, both for domestic populations, as well
as for refugees. In the majority of refugee-hosting middle-income countries, the lack of policy frameworks to oﬀer work permits to refugees
is the barrier to formal employment. In host countries where this is not a problem, there is often a visible lack of interest from the private
sector to formally employ refugees due to harsh economic conditions. Furthermore, the absence of a policy framework for additional job
generation and employment of refugees, formally or informally, does mean displacing the local work force.
Most policy initiatives on refugee employment focus on demand-side management. An equally important aspect of refugee integration to
host countries as entrepreneurs and businesspeople has hitherto remained overlooked. Not all refugees who settle into a new host country
seek employment; for example, some want to create their own businesses. In other cases, refugees that are burdened by administrative redtape of getting a work permit or ones that cannot ﬁnd decent jobs in their host countries resort to entrepreneurship to sustain their lives.
Forced displacement often puts refugees into environments they are entirely unfamiliar with, and unprepared for. This is why they seek to
fulﬁl two overriding concerns: blend in with their new environment, and make ends meet. Here, entrepreneurship oﬀers an alternative route.
While profit is the main motivation behind entrepreneurship for economic immigrants; for refugees, the goal is also about integration to their
host communities. There is however, a signiﬁcant shortage of policies and mechanisms to facilitate refugee entrepreneurship in most
middle-income host countries.
The average duration of the protracted refugee situations is estimated at about 26 years. For the largest ongoing refugee situations globally,
statistics paint a bleak picture of the future of host countries, as well as refugees in terms of reaching sustainable outcomes. However, for
better or worse, labour market integration will unfold, either by policy design or by human interaction. For the Syrian crisis, which is the
largest ongoing wave of forced displacement, policy responses in host countries are increasingly evolving from humanitarian crisis
management to sustainable integration.
Nevertheless, even in the events of durable solutions to armed conﬂicts in their countries of origin, multiple surveys indicate that signiﬁcant
shares of refugees are not eager to return to their devastated homelands. Host countries and the international community will therefore
need to come up with operational labour market integration mechanisms to render this refugee crisis more sustainable, not only in terms of
economics, but also in terms of social cohesion.

Proposal
1.Labour Market Integration
High-intensity conflicts usually occur in low and lower-middle income countries, which are often surrounded by other non-high income
countries.1 As a result, many displaced persons seek asylum either in low or middle-income countries, or in high-income countries such as
EU member states, if transit routes are accessible. Indeed, as of 2015, high-income countries were home to merely 17 percent of the world’s
total refugee population (see Figure 1). Upper middle-income countries host 16 million refugees (44 percent), together with lower middle
income (21 percent) and low-income (17 percent) countries.
Due to the severity of the global refugee crisis, lower and upper middle-income countries today host 65 percent of the world’s total
refugees.

Figure 1 Economic classifications of total refugee population in terms of origin (left) and destination (right) countries

Source: UNHCR 2016, TEPAV calculations based on World Bank economic classification

Host countries are under pressure on three fronts. First, the effects of the ongoing refugee crisis are amplified by a global economic
slowdown: 2016 was the fifth consecutive year that saw global GDP growth below its long-term average of 3.7 percent (1990-2007). This is
expected to continue in 2017. As a result, we are witnessing an influx of refugees to low and middle-income countries at a time when
existing institutions within these countries are already struggling to deliver public services and economic dividends to their citizens, let alone
host refugee and migrant communities.
The second issue is the economic impact. Most of the low and middle-income countries hosting significant numbers of refugees are
neighbours to the conflict zones from which they receive refugees. High-intensity conflicts suffer spillover effects into neighbouring
countries and regions. According to the IMF estimations, countries bordering a high-intensity conflict zone recorded an average annual GDP
decline of 1.4 percentage points. Moreover, high-intensity conflicts are also associated with higher inflation rates in neighbouring countries.
The third impact is that of the sheer influx of people into host countries. The sudden entry of a sizable foreign population to a low or middleincome country exacerbates the existing structural deficiencies in the state’s service provision. Even for largely non-rival public goods such
as healthcare, education, security and social services, a sizable refugee population puts central and local governments under pressure to
maintain the quality of already-stretched public services and infrastructure.
However, the most politicised issue is the effect of refugee populations on host countries and their impact on labour market outcomes.
Evidence from Lebanon suggests that sizable informal employment among refugees, combined with depressed economic activity, caused a
drop in both wage levels and the labour force participation of locals, particularly women and young people (World Bank 2015a). For Turkey,
one key analysis reveals large-scale displacement of natives in the informal sector, increases in formal employment for unskilled males, and
net displacement of women and the low educated from the labour market altogether (World Bank 2015b). Similarly, in Jordan analysis
suggests loss of opportunity for locals in newly emerging low-skilled jobs, increased unemployment and competition for existing jobs,
overall deterioration in working conditions due to increasing informalization and future threats of crowding out as the participation rates of
Syrians continue to increase (ILO 2015).
According to Jordan’s Ministry of Labour statistics, only 1.7 percent of over 300,000 migrant workers in 2015 were Syrians. Similarly, in
Turkey only 13,000 Syrians refugees received work permits from a total of 2.8 million registered refugees, while in Lebanon the Department
of Labour estimates that the number of formally working Syrians at 2 150- less than 1 percent of the estimated total Syrian labour force in the
country. The prevalence of informal employment increases the risk of exploitation in the workplace (lower pay, longer hours, temporary
work, exploitation by sponsors and hazardous working conditions). In a survey conducted in 2013, the average income of working Syrians in
Turkey was 236 USD, roughly half of the national minimum wage for that year. Similarly, an ILO study found that the average monthly
income for a Syrian refugee in Lebanon is almost 40 percent less than the minimum wage. As a result, refugees often face extremely high
rates of poverty: 93 percent of Syrian refugees residing outside of camps in Jordan are living below the poverty line, and more than 70
percent of refugees are below the poverty line in Lebanon. That number is 65 percent in Egypt, and 37 percent in Iraq.
Considering the nature of the countries that are feeling the impact, it is not possible to put forward “one-size-fits-all” policy solutions. Today’s
refugee-hosting countries are at different developmental levels, and integration polices should be designed by taking into account the
differential characteristics of the hosting countries. To date, there has been little to no analysis of the capability-sets of different refugee
hosting countries. Only after a careful diagnostic study can the right policy response be designed; one that takes into consideration specific
challenges in different host countries. In this sense, what may be a good solution in Jordan’s context may not work in the case of Turkey or
Germany. Integration in Bangladesh has a different meaning and requires different levels of policy intervention than integration in Turkey or
Lebanon or Sweden. As such, the refugee crisis requires a more complex policy set then previously envisaged. This requires a more in-depth
diagnostic study taking into account the multifaceted nature of the issue at hand. Lastly, providing sustainable solutions to the global refugee
crisis is not possible without taking into account the issues of not only refugees, but also host communities. Overlooking the needs of the
host communities may lead to the inflaming of local tensions and damage social cohesion between host and refugee populations.

Policy Proposals for the G20:
Having noted the varying nature of refugee integration necessities in host countries at different levels of development, the G20 should
contribute to the issue by raising awareness about the needs of refugees. The G20 should support the following two initiatives in this regard:

1.The G20 should step in to mobilize the private sector in developing sustainable solutions for theglobal refugee crisis and endorse the
establishment of Made by Refugees Special Economic Zones(MBR Zones) in refugee hosting countries. These would generate new jobs for
both, refugees andlocals. Here, MBR Zones are envisioned as multi-country, public-private partnership projects thatinvolve host country
governments, partner country governments, multinational companies, localfirms as well as international donor agencies.
Privately developed and managed MBR Zones would function as micro-investment and production havens. They would not have to be built
from scratch – inactive Industrial Zones, Business Zones or Free Zones in refugee-hosting communities could be revitalized as MBR Zones.
Local SMEs that will operate in the MBR Zones would be required to employ refugees as a predefined share of their workforce in return for
incentives provided by the framework.
Goods manufactured in the MBR Zones should be branded with exclusive certificates of origin. These would read “Made by Refugees in [host
country],” and the European Union, the United States, the G20 countries and other countries supporting these Zones would be asked to
grant duty-free and quota-free access for all goods with MBR certificates of origin that were manufactured in MBR Zones. In turn, goods
with MBR certificates of origin would also raise global consumer awareness, create additional demand, motivate MNCs and local SMEs to
get involved, and therefore ensure the MBR framework’s sustainability through achieving profitability.
Jobs created through MBR Zones would have three characteristics. Firstly, they would be good jobs, i.e. formal employment opportunities in
line with modern occupational safety and health standards. Secondly, they would be sustainable jobs, i.e. they would require profitable
business models for the operating companies. Thirdly, they would be inclusive jobs, i.e. they would be directed at both host and refugee
communities to ensure a fair distribution of generated income from the MBR initiative.
While the MBR framework will be developed as a commercially viable business model for the MNCs, local companies and SMEs, it would also
be part of their corporate social responsibility programs. For multinationals that sub-contract orders from SMEs in refugee hosting
countries, the MBR would bring greater transparency and accountability from local firms that employ refugees. As such, creation of decent
jobs through establishing MBR Zones would help prevent exploitation of refugees, including children.
As a first step for the MBR Zones framework, the G20 leaders should bring together CEOs of multinational companies (MNCs) at the
Hamburg Summit and ask for the companies to allocate a portion of their procurement contracts to local and refugee-driven small and
medium-sized enterprises (SMEs) operating in MBR Zones in host countries. Such an initiative would help ease refugee integration issues in
host countries by generating additional jobs, improving market access and facilitating integration to global value chains. In turn, this would
contribute to social cohesion in host communities and enable the politicians to design and implement more progressive work permit
frameworks for refugees.
2.The G20 2017 should endorse establishing a “Virtual Observatory for Refugee Integration” as aspin-off of the T20 Forced Migration Task
Force. The Observatory could be supported by GIZ andoperationalized amongst think tanks actively working on refugee integration policies.
TheObservatory would monitor the labour market integration processes of refugees in host countriesaround the world. The lack of reliable,
sorted and aggregated data is one of the key impedimentsin designing technically correct, administratively implementable and politically
feasible labourmarket integration policies and interventions in host countries. As such, a Virtual Observatorywould facilitate labour market
integration efforts by providing a much-needed element of transparency. Beyond being a data portal, the Observatory would also have the
capacity to set up achievable and credible targets, identify Key Performance Indicators (KPIs) and monitor integration outcomes for the
labour market integration of refugees in various host countries. As the needs of the refugee populations in different host countries depend
on the local context, KPIs may be calibrated on a per-country basis to reflect varying levels of development. This would quantify the success
of the unfolding integration initiatives in the host countries in a way similar to the SDG framework, and enable the international community
to focus its resources where they are most needed. Once operational, the Observatory’s capacities may also expand to cover areas beyond
labour market integration. Some (non-exhaustive) examples of targets and KPIs that may be identified and monitored by the Observatory, on
a host country basis, are as follows:
a. Issue work permits to [country-specific KPI] of the refugee population by the next G20Summit,
b. Raise the schooling rates of refugee children to [country-specific KPI] by the next G20 Summit,
c. Enhance employability of refugees through providing vocational education and trainingcourses and certifying [country-specific KPI]
refugees by the next G20 Summit,
d. Generate [country-specific KPI] cash-for-work opportunities for refugees by the next G20Summit,
e. Issue procurement contracts amounting to [MNC-specific KPI] to local and refugee-driven SMEs employing refugees by the next G20
Summit,In the past, the G20 has spearheaded initiatives of a similar nature to the “Virtual Observatory for Refugee Integration.” As part of the
human resource development pillar of the Seoul Multi Year Action Plan, the G20 committed to create internationally comparable skill

human resource development pillar of the Seoul Multi Year Action Plan, the G20 committed to create internationally comparable skill
indicators (MYAP Commitment 30) and to enhance national employable skills strategies (MYAP Commitment 31). 2 These commitments led
to the establishment of the World Indicators of Skills for Employment (WISE) database (established by the OECD in collaboration with the
World Bank, ETF, ILO and UNESCO), which provides data on the status of each country’s skills development. It includes data for both
developed and developing economies.3 Also as part of MYAP commitments, the Global Public-Private Knowledge Sharing Platform on Skills
for Employment (Global KSP) was launched in 2013 (Initiated by the ILO in collaboration with the OECD, UNESCO and the World Bank). The
Global KSP aims to strengthen the links between education, training and employment through exchanges among policymakers, the private
sector, TVET institutions, academic institutions, bilateral agencies, and other international organizations.4

2.Refugee Entrepreneurship
In comparison to the other impacts of the refugee situation, the global policymaking community has devoted very little time on the drivers
and effects of refugee entrepreneurship. Access to employment in destination countries often rest on multiple factors, such as local
economic conditions, labour market flexibility, refugees’ language skills, legal status and proper accreditation of previous professional
experience. Refugees discouraged by these hurdles often end up creating their own businesses. In these cases, necessity, rather than market
opportunity, drives refugee entrepreneurship.

These refugee-driven businesses are therefore more likely to be limited to low skilled and low productivity sectors.
There are a number of factors that push refugees towards self-employment. Diaspora networks, family support, and most importantly,
previous experience in entrepreneurship plays a significant role in achieving self-employment. When refugee entrepreneurs are displaced,
they do not always have the opportunity to transfer their capital from one country to another. However, refugee entrepreneurs bring with
them their web of relations, a culture of doing business and sector-specific expertise. As such, refugee entrepreneurship has the potential to
facilitate private sector development, not only through employment generation, but also through the diversification of existing production
and trade capabilities.

Policy Proposals for the G20:

Supporting refugee entrepreneurship and refugee entrepreneurs globally could be a niche agenda for the G20. The G20 could support
refugee entrepreneurship and refugee entrepreneurs by encouraging its members to initiate startup visa programmes for refugees.
Many developed G20 countries have already adopted a variety of visa programs to address skills shortages in their labour markets and attract
innovative entrepreneurs. A startup visa programme provides a special concession for non-citizens to start a business in a foreign country
including a residence permit in addition to various special benefits. There are three categories for these programmes, depending on their
specific conditions5:
Fast-tracked work visa – In this visa category, applications and decisions are completed over ashort timescale.
Entrepreneur visa – This visa is tailored for entrepreneurs in accordance with certain rulesregarding entrepreneurs’rights and needs.
Special startup visa programs – In addition to providing a work or residence visa, such startupvisa programs offer a variety of other special
opportunities.
In 2015, the Business-20 and the Think-20 proposed a discussion for a multilateral G20 start-up visa for entrepreneurs in both high- and
low-tech industries. 6 In the context of the global refugee crisis these discussions can be further extended and the G20 could propose a
multilateral startup visa program for refugees to be employed in both G20 member countries and refugee hosting countries.
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Existing Initiatives & Analysis
Implementation Overview (1)
For the G20 to mobilize the private sector as a key stakeholder in developing sustainable solutions to the global refugee crisis in host countries, the B20
Sherpas should be given the mandate to start engagement efforts for MNCs. A separate session on developing Special Economic Zone focused labour
market solutions for achieving sustainable refugee integration in host countries should be hosted in the Hamburg Summit. This session would bring
together G20 leaders with CEOs of MNCs, and the latter would be asked to allocate a certain percentage of their procurement contracts to local and
refugee-driven SMEs operating in MBR Zones in host countries. For the Virtual Observatory for Refugee Integration and Refugee Startup Visa
Programmes, the G20 should endorse the T20 Task Force on Forced Migration to step up its efforts and form an advisory council or working group on
monitoring integration of refugees in host countries. This group would first assume the role of coordination, data collection and KPI formulation for
multiple countries and set up the Virtual Observatory for Refugee Integration.

Existing Agreements (2)
G20 Hangzhou Summit
More Information

1951 Refugee Convention
More Information

