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1 Many development researchers think that foreign aid most likely leads
to more emigration because, with higher incomes, more individuals can
afford to migrate.

9 Our research points in the opposite direction: development aid often
provides an incentive to stay at home because aid often leads to better
public services.

1 Hence, scaling up development aid to migrants’ countries of origin
could reduce immigration to Europe.

1 However, this effect is small. According to our quantitative analysis, aid
would have to be doubled to reduce emigration rates by as little as 15
percent. Thus, a noticeable impact on migration would require an
unrealistically large increase in aid.
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Introduction

With the refugee crisis and the arrival of thousands of migrants on the southern European
coasts, pressure has been mounting on the European Commission and the most affected EU
member states to find ways to effectively manage (and stem) migration flows. Many see
foreign aid as an essential part of a long-term strategy to address the root causes of migration
through the creation of job opportunities, quality education, and better public services.
Indeed, pledges to scale up aid to developing countries are now routinely accompanied by
statements arguing that helping countries to develop gives their people an incentive to stay at
home. In June 2015, for instance, the U.K. defence secretary declared that “Britain needs to
spend more of its budget on helping stabilise countries so that it doesn’t have to ‘fish’
migrants out of the Mediterranean”.? But have donors followed up on their promises by
actually increasing aid budgets? And, if so, can additional foreign aid help reduce migration

flows?
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Trends in aid allocation

At initial glance, the answer to the first question is a clear ‘yes’. As shown in figure 1, net
official development assistance (ODA) by OECD donor countries has risen markedly in the
years since 2012. Yet, the increasing aid volumes were mainly driven by humanitarian aid and
in particular aid spent within donor countries, of which a large part is accounted for by in-
donor refugee costs. The amount of long-term development aid that actually reaches recipient
countries barely changed between 2010 and 2016, which appears to be at odds with the
objective of tackling the root causes of emigration from developing countries.

Figure 1:

Net ODA by OECD donors, 2000-2015
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Source: OECD-DAC International Development Statistics (database).
Notes: All data is net ODA which excludes loan repayments. ODA = official development assistance.

While a general trend for long-term development aid is thus hardly discernible, donors
have adjusted their aid allocations in a specific manner to rising refugee flows. Previous
empirical research by Czaika and Mayer (2011) on the 1990s and early 2000s showed that the
predominant donor response to refugee movements was to provide additional humanitarian
assistance. More recently, however, donors have increasingly recognized the importance of
long-term development aid that aims to reduce incentives for emigration. This is exemplified
by the recent EU agreements with Lebanon, Jordan, and Turkey, the main countries of first
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asylum for Syrian refugees. In all three countries, long-term assistanced in particular, for
social services including educationd accounts for more than two-thirds of donor
commitments (Lanati and Thiele 2018c). Education projects supported by the EU include, for
instance, training for Syrian doctors and nurses in Turkey and the integration of Syrian
refugee children in Jordanian public schools.

Our own empirical research (Lanati and Thiele 2018¢) confirms for a broader sample of
recipient countries that aid donors have not only changed their rhetoric, but also their
behavior: since the early 2000s, higher numbers of internally displaced persons (IDPs) as well
as refugees in countries of first asylum have been associated (on average) with higher
allocations of long-term development aid (figure 2). The descriptive evidence shown in figure
2 is corroborated by a regression analysis that includes standard determinants of aid
allocation such as bilateral trade links and recipient country governance along with additional
control variables. Even so, the estimated donor response to refugee movements is very
modest: a doubling in the number of hosted refugees and IDPs increases long-term
development aid by about 2 percent for each category of displaced individuals.

Figure 2:

Larger Donor Response to IDP and Refugee Hosting Countries
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Source: Own calculations, based on OECD-DAC International Development Statistics (database)

Notes: The figures show the trend over time of the average non-humanitarian ODA allocated by all donors (one
year lagged) to the top 10 IDP- and refugee-hosting countries.

IDP =internally displaced person.
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Disentangling the aid channels: Higher incomes vs.
better public services

Even if recent pledges to scale up development aid materialize, the effect on emigration to
Europe will be much less clear-cut than some policymakers seem to think. Rather, whether aid
increases or reduces migration depends on the channels through which aid mainly affects
migration decisions. Broadly speaking, as long as foreign aid is not completely wasted, it may
raise private incomes or improve non-monetary dimensions of well-being such as public
services, or both.

If aid raises private incomes, the impact on migration is expected to exhibit an inverted U-
shaped pattern (e.g. Hatton and Williamson 2002). The logic of this so-called migration hump
is as follows: at low levels of development, additional income is likely to enable a larger share
of the population in the countries of origin to finance migration costs, raising the number of
people who leave. At higher development levels, such budgetary constraints that prevent
people from emigrating become less binding, whereas rising household incomes provide an
incentive to stay at home because the income gap relative to potential destination countries
declines.

The threshold at which the income-migration relationship turns negative has been
estimated at between US$8,000 and 10,000 (purchasing-power-parity adjusted;



