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PREFACE

Global migration is now at the center of policy debates
in countries around the world—and while it is fair to have
these debates, it is critical to ensure they are based

on facts and evidence. The McKinsey Global Institute
(MGI) has undertaken an ambitious research effort

to understand the patterns and economic impact of
people moving across the world’s borders. Combining
an extensive review of hundreds of existing studies

with expert interviews and our own economic analysis,
we look at both voluntary and forced migration across
more than 200 countries. We aim to provide a global
perspective that is often missing from the current
conversation, looking at broader migration patterns and
specific population segments. Our research analyzes
the impact of migration on labor markets and wages,
on the global economy, on destination and origin
countries, and on both native-born populations and
migrants themselves.

This report underscores the fact that real economic
benefits are at stake. The movement of people to
regions where they can be more productive boosts
output; many of the world’s leading destinations are
also aging societies that can benefit from the labor force
growth and improved old-age dependency ratios that
an influx of immigrants can bring. Realizing the benefits
of immigration hinges on how well new arrivals are
integrated into their destination country’s labor market
and society, and these outcomes have ripple effects
that persist well into the second and third generations.
Yet policy discussions surrounding immigration in many
countries tend to focus on determining the right numbers
and mix of people to admit rather than finding the right
formula for integration.

Beyond examining the economic impact of global
migration, it is our goal to start a deeper conversation
about what constitutes successful integration. While
this report does not delve into the humanitarian aspects
of migration or the many political ramifications that are
playing out in countries around the world, we outline

a framework for thinking about integration—one that
encompasses closely linked economic, social, and civic

dimensions as well as labor market outcomes. We also
present a menu of pragmatic and promising initiatives
from around the world that offers useful models for
consideration. MGl hopes to provide evidence and
insight that can assist actors across the public, private,
and social sectors as they wrestle with one of the most
complex issues of our day—one that is only going to gain
urgency and magnitude in our more globalized world.

This research was led by Jonathan Woetzel, an MGl
director based in Shanghai; Anu Madgavkar, an MG
partner based in Mumbai; Khaled Rifai, a McKinsey
partner based in New York; Amadeo Di Lodovico,

a McKinsey senior partner based in Dubai;

Jacques Bughin, an MGl director based in Brussels;
Frank Mattern, a McKinsey senior partner and chairman
of MG, based in Frankfurt; James Manyika, an MGl
director based in San Francisco; and Tarek Elmasry, a
McKinsey senior partner based in Dubai. The project
team, led by Ashwin Hasyagar, included Jerren Chang,
Karan Soni, Poppy Yang Tian, and Ravi Ram.

Lisa Renaud served as senior editor. Sincere thanks go to
our colleagues in operations, production, research, and
external relations, including Tim Beacom, Marisa Carder,
Matt Cooke, Deadra Henderson, Richard Johnson,
Karen Jones, Konstantin Jungling, Julie Philpot,

Rebeca Robboy, and Margo Shimasaki.

This project benefited immensely from McKinsey
colleagues sharing their expertise and insights.

We are grateful to Zafer Achi, André Andonian,

Ingo Beyer von Morgenstern, Bjarne Corydon,

Richard Dobbs, Katharina Ecker, David Fine,

lan Gleeson, Viktor Hediger, Vivian Hunt, Pablo lllanes,
Mike Kerlin, Eric Labaye, Acha Leke, John Means,
Jean-Christophe Mieszala, Gary Pinkus, Vivian Riefberg,
Sarah Seidl, Sven Smit, Kevin Sneader, Oliver Tonby,
Leonardo Totaro, and Eckart Windhagen.

We are grateful to many experts who challenged our
thinking and provided valuable feedback and guidance
throughout the research. We thank our academic
advisers Martin Baily, the Bernard L. Schwartz Chair



in Economic Policy Development and Senior Fellow
and Director of the Business and Public Policy Initiative
at the Brookings Institution; and Richard Cooper, the
Maurits C. Boas Professor of International Economics
at Harvard University. We gratefully acknowledge other
leading migration experts who have made significant
contributions to our understanding: lan Goldin, Oxford
University Professor of Globalisation and Development;
Khalid Koser, executive director of the Global Community
Engagement and Resilience Fund; and Giovanni Peri,
professor and department chair of the Department of
Economics at the University of California at Davis.

We owe special thanks to the International Organization
for Migration (IOM) and, in particular, Fernando Calado,
Leonard Doyle, Marie McAuliffe, Frank Laczko, June Lee,
and Ovais Sarmad for their overall guidance and valuable
input. We especially thank the IOM and its offices in
Germany and ltaly for facilitating the creation of a series
of portraits of migrants by McKinsey data visualization
senior editor, journalist, and artist Richard Johnson,

as part of a joint project to create visual assets by MGI
and IOM’s j am a migrant campaign. These snapshots
reveal a diverse group of people at varying stages of
their respective journeys. This report contains a small
sample, and we invite you to view the broader collection
of portraits in our gallery at www.mckinsey.com/mgi.
Read more stories at http://iamamigrant.org,

part of the United Nations’ Together campaign:
http://refugeesmigrants.un.org/together.

We are grateful to many others who generously shared
their insights and reactions with us. They include

Karen Abuzayd, Special Adviser on the Summit on
Addressing Large Movements of Refugees and Migrants,
and lzumi Nakamitsu, Assistant Secretary-General

and Assistant Administrator for Crisis Response at the
United Nations Development Programme; Kaysie Brown,
Susan Myers, Jenna Slotin, and Mara van Loggerenberg
from the United Nations Foundation; David Donoghue,
Permanent Representative of Ireland to the United
Nations and co-chair of the United Nations Summit on
Migrants and Refugees; Andrea Milan, Alison Rowe,

and Papa Seck from UN Women; and Cecile Riallant
from the European Commission-United Nations Joint
Migration and Development Initiative. We also thank
Fiona Gedeon Achi, PhD candidate in anthropology

at McGill University; Samer Bagaeen, Paul Nelson,
and Vittoria Zanuso from 100 Resilient Cities at the
Rockefeller Foundation; Sean Hinton, Andrew Kramer,
Shruti Mehrotra, and Robin Varghese from Open Society
Foundations; Andrew Lim and Angela Marek from

the Partnership for a New American Economy; and
Lavinia Limon from the United States Committee on
Refugees and Migrants.

This report contributes to MGI’s mission to help business
and policy leaders understand the forces transforming
the global economy, identify strategic locations, and
prepare for the next wave of growth. As with all MGl
research, this work is independent and has not been
commissioned or sponsored in any way by any business,
government, or other institution. We welcome your
comments on the research at MGl@mckinsey.com.
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GLOBAL MIGRATION’S IMPACT
AND OPPORTUNITY

Migration is a key feature of a more interconnected world. Despite significant concerns about its economic
and social implications, the movement of people across the world’s borders boosts global productivity. The
countries that prioritize integration stand to make the most of this potential—improving outcomes for their own
economies and societies as well as for immigrants themselves.

More than 90 percent of the world’s 247 million cross-border migrants moved voluntarily, usually for
economic reasons. The remaining 10 percent are refugees and asylum seekers who have fled to another
country to escape conflict and persecution. Roughly half of these 24 million refugees and asylum seekers
are in the Middle East and North Africa, reflecting the dominant pattern of flight to a neighboring country.
But the recent surge of arrivals in Europe focused the developed world’s attention on this issue.

Roughly half of the world’s migrants have moved from developing to developed countries, where
immigration is a key driver of population growth. From 2000 to 2014, immigrants contributed 40 to
80 percent of labor force growth in major destination countries.

Workers moving to higher-productivity settings boosts global GDP. MGl estimates that migrants
contributed roughly $6.7 trillion, or 9.4 percent, to global GDP in 2015—some $3 trillion more than they
would have produced in their origin countries. North America captured up to $2.5 trillion of this output,
while up to $2.3 trillion went to Western Europe. Migrants of all skill levels make a positive economic
contribution, whether through innovation, entrepreneurship, or freeing up natives for higher-value work.

Employment rates are slightly lower for immigrants than for native workers in top destinations, but this
varies by skill level and by region of origin. Refugees typically take longer than voluntary migrants to
integrate into the destination country. Immigrants generally earn higher wages by moving, but many studies
have found their wages remain some 20 to 30 percent below those of comparable native-born workers.

Extensive academic evidence shows that immigration does not harm native employment or wages,
although there can be short-term negative effects if there is a large inflow of migrants into a small region, if
migrants are close substitutes for native workers, or if the destination economy is experiencing a downturn.

The costs of managing entry are typically less than 0.2 percent of GDP across major destinations but can
escalate when there is a large wave of refugees. Most studies indicate that immigrants have a small but net
positive fiscal impact in their destination countries and play a positive role in easing pension burdens.

The economic, social, and civic dimensions of migrant integration need to be addressed holistically. An
examination of 18 major destination countries reveals that not a single one is addressing all three of these
aspects effectively. We identify more than 180 promising interventions from around the world that can
improve integration outcomes. Some of their guiding principles include changing the narrative to recognize
the economic opportunity inherent in immigration; beginning integration interventions early and sustaining
them over the long term; empowering local stakeholders to implement initiatives that work for their
communities; making integration a two-way process between native-born and immigrant communities;
and building partnerships with the private sector and NGOs.

Narrowing the wage gap between immigrant and native workers from 20-30 percent to 5-10 percent through
better economic, social, and civic integration would translate into an additional $800 billion to $1 trillion in
global output annually. The success or failure of integration across areas such as employment, education,
health, and housing can reverberate for many years, influencing whether second-generation immigrants
become fully participating citizens or remain in a poverty trap.
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EXECUTIVE SUMMARY

The act of leaving behind everything that is familiar to start over in another country is a leap
of faith. That leap has been taken by approximately a quarter of a billion people who have
left their birthplace and now live in another country where they hope to build a better life.
While conflict has forced some of them to flee their homes, the vast majority move across
borders voluntarily.

Our analysis finds that in 2015, the world’s 247 million cross-border migrants contributed
3 . 4% 9.4 percent of global GDP, or roughly $6.7 trillion worldwide—some $3 trillion more than
they would have produced in their origin countries. This occurs largely because migration
moves labor to more productive regions and occupations. Highly skilled professionals
are not the sole source of this productivity effect; low- and medium-skill migrants similarly
contribute. Their presence can enable destination countries to achieve growth by expanding
their workforces and filling in labor force gaps. A large body of research has shown that
9 40 immigrants have a negligible impact on the wages and employment of native-born workers
[ A) and on the fiscal resources of destination countries.

Migrants as a
share of the world’s
population

Share of global
GDP contributed Despite these long-term benefits, the short-term challenges can be significant. To some
by migrants citizens of destination countries, migrants represent competition for jobs and scarce fiscal

resources or even a potential threat to social cohesion. There is growing opposition to
immigration, particularly in developed economies facing slow growth, rising inequality,
and structural changes in their labor markets. In some places, there is heated political
debate about accepting immigrants, even in economies that could benefit from the labor,
innovation, entrepreneurial energy, and dynamism they can bring. Countries around the
world will need to have these debates—but ensure they are based on evidence. It will
also be critical to look at whether the right interventions are in place to smooth the way to
successful integration.

Governments cannot afford to be merely reactive or to assume the integration process
will take care of itself over time. There are substantial benefits at stake. Making a clear
improvement in the way immigrants integrate into destination countries—not only in terms
of employment but also in areas such as education, housing, health, and community
engagement—could add $800 billion to $1 trillion to the global economy annuallly.

Despite the misgivings and controversy surrounding it, cross-border migration is a natural
outcome of a more interconnected world and a global labor market. This report aims to
provide needed clarity on some fundamental questions: Who are the world’s migrants?
Where do they come from, and where do they go? What are the numbers today, and what
does the future trajectory look like? What are the economic costs and benefits? And what
can both the public and private sectors do to smooth the way for immigrants to integrate
more fully into societies around the world?



of the world’s
migrants live in
developed
countries

As of 2015, approximately 247 million people lived in a country not of their birth—a number
that has almost tripled in the past 50 years.! Over the past 15 years alone, the total number
of migrants worldwide has increased by 74 million. Most of them gravitate to places where
they believe they will find jobs and opportunity. As of 2015, approximately 65 percent of the
world’s migrants were residing in developed economies. About half of all migrants globally
have moved from developing to developed countries—in fact, this is the fastest-growing
type of migration flow (Exhibit E1). Migration to developing countries, though a smaller share
of the global total, is still very significant. Some 79.6 million people, or almost one-third of the
world’s migrants, have moved from one developing country to another.

Roughly 80 percent of the world’s migrants originally hail from developing regions. The top
three regions of origin are developing Latin America, which accounts for approximately

18 percent of the global total, developing Eastern Europe and Central Asia (16 percent),

and the Middle East and North Africa (14 percent). India, Mexico, and China are the leading
countries of origin, but outside of this small group, no single country accounts for more than
3 percent of the world’s migrants (Exhibit E2).2

While migrants come from all corners of the globe, their destinations are more concentrated.
Just five regions—Western Europe, North America, the Gulf Cooperation Council (GCC)
states, Oceania, and developed East and Southeast Asia—have collectively attracted

87 percent of the 160 million migrants who reside in developed destinations. At the country
level, the top ten nations have accounted for 60 percent of the growth in total migrants

in developed countries since 2000. In sheer numbers, the United States tops the list of
destinations. In 2015, it was home to some 47 million immigrants, or 19 percent of the
world’s total migrant population.

While some migrants have traveled long distances from their origin countries, more than

60 percent of global migration still consists of people moving to neighboring countries or

to countries in the same part of the world. In fact, nine of the top ten corridors globally,
including Mexico to the United States, connect neighboring countries. At the regional level,
the most heavily traveled corridor is from developing Latin America to North America. There
are also major short-haul corridors linking neighboring developing countries.

Migration is replacing fertility as the primary driver of population growth in key developed
regions worldwide. Since 2000, growth in the total number of migrants in developed
countries has averaged 3.0 percent annually, far outstripping the 0.6 percent annual
population growth in these nations. Migrants also make up a major share of the population
in the developed world. Today, first-generation immigrants constitute 13 percent of

the population in Western Europe, 15 percent of the population in North America, and

48 percent in the GCC countries.

' We discuss migration in terms of stock numbers (the total number of foreign-born people in a particular
destination) as opposed to flows, or how many people move across borders in a given year. This report relies
on data from the United Nations Department of Economic and Social Affairs (UNDESA). It is likely that these
data include some irregular migrants but do not capture their full numbers. Note that second- and third-
generation migrants are considered natives in their countries of birth. We segment the 232 countries listed
in the UNDESA international migration stock 2015 revision into 15 regions that are categorized as either
“developed” or “developing,” based on income level definitions used by the World Bank.

2 Russia appears as the third-highest country of origin in UN statistics, but this is largely attributable to migration
during the Soviet era. After the breakup of the USSR in 1990, many people who had moved within the union
were reclassified as migrants after the redrawing of national borders. Given that the stock number has been
stagnant over the past 25 years, we consider Russia an outlier.



Once they arrive in their destination country, migrants overwhelmingly remain in cities,
where they are significant drivers of both urban population growth and economic growth.
Some 92 percent of immigrants in the United States live in urban areas, as do 95 percent in
the United Kingdom and Canada, and 99 percent in Australia. In cities, they are more likely
to gain a foothold by joining large numbers of fellow immigrants in communities where they
find a familiar language and support networks.

Exhibit E1

Migration has been a consistent historical trend, with growth driven by the movement from developing

to developed countries

Global international
migrants
Million

Migrant population
and growth by origin
and destination
development level

Population,
2015
Million

Compound
annual growth
rate, 1960-2015
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World Bank data UNDESA data
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Developed? 16
Destination
Developing?
ping 14

- ©

Developed

Developing

Origin

1 Includes all high-income and major developed countries. Includes two million migrants in Israel and Cyprus from the developing region of the Middle East and

North Africa.

2 Includes low-income, lower-middle income, and upper-middle income countries, per World Bank classifications.
3 Changes in developing to developing are primarily driven by fluctuations in forced migration.
NOTE: Some 11.1 million migrants from unknown origins or with unknown development levels are assumed to come from developing origins.

SOURCE: UNDESA; World Bank; McKinsey Global Institute analysis
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Exhibit E2

India is the top origin country, and the United States is the top destination
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In addition to driving population growth, migrants make up a substantial share of the labor
force in destination regions. From 2000 to 2014, they provided approximately 48 percent of
labor force growth in the United Kingdom, 45 percent in Spain, 42 percent in Canada, and
37 percent in the United States.

As the labor market has become more global, many countries have come to rely on
foreign workers to fill occupational shortages. In Saudi Arabia, for example, approximately
eight million foreign workers account for almost a third of the country’s population and a
remarkable 85 percent of its labor force. In this case, they provide physically demanding
labor in sectors such as construction, where nine out of ten workers are foreign-born.

But they also fill gaps in fields that demand a high degree of education and professional
training. Some 200,000 health specialists from abroad constitute two-thirds of all health
professionals in the country.®

Broadly grouping migrants based on why they made the decision to leave their country

of origin is useful, as it can help shape policy responses based on the root causes of
movement. These causes affect the circumstances surrounding the arrival of migrants, their
legal status, the assets and networks they may possess, and their likelihood of return.

For this reason, we look at two primary types of migrants: voluntary migrants, and refugees
and asylum seekers. We consider voluntary migrants those who moved primarily to pursue
economic opportunity, while refugees and asylum seekers are those who were compelled
to flee to another country.* Refugee flows are part of a broader phenomenon of forced
migration, some of which encompasses migrants who may not be legally defined as
refugees or asylum seekers but whose moves involved some degree of coercion (as is the
case with victims of trafficking, those who moved to escape extreme hunger, or those who
are forced to stay in a new country of residence against their will).® It must be noted that the
distinction between forced and voluntary migration is not always clear and unambiguous.
Even so-called “voluntary” migrants may have been at least partially forced to move by
difficult economic, social, or physical conditions in their country of origin. Conversely, the

8 Saudi Arabia beyond oil: The investment and productivity transformation, McKinsey Global Institute,
December 2015.

4 MGl uses definitions and data from the United Nations High Commissioner for Refugees (UNHCR) to
distinguish voluntary migrants from refugees and asylum seekers. The UNHCR defines asylum seekers as
individuals who have sought international protection and whose claims for refugee status have not yet been
determined. The UNHCR defines refugees in accordance with the 1951 Convention on the Status of Refugees
as “a person who owing to a well-founded fear of being persecuted for reasons of race, religion, nationality,
membership of a particular social group or political opinion, is outside the country of his nationality and is
unable or, owing to such fear, is unwilling to avail himself of the protection of that country; or who, not having a
nationality and being outside the country of his former habitual residence as a result of such events, is unable
or, owing to such fear, is unwilling to return to it.” This means that the determination of who constitutes a
refugee is made on the basis of objective circumstances in the country of origin. The International Organization
for Migration (IOM) adopts the same definition of a refugee as the UNHCR, but defines an asylum seeker as “a
person who seeks safety from persecution or serious harm in a country other than his or her own and awaits a
decision on the application for refugee status under relevant international and national instruments.”

5 The data on forced migration in this report pertain only to refugees and asylum seekers as defined by the
UNHCR, although MGI acknowledges that refugees and asylum seekers are not the only forced migrants. The
decision to grant refugee status is often political, and many people fleeing conflict do not fit the legal definition.
The IOM, for example, defines forced migration more broadly as “a migratory movement in which an element
of coercion exists, including threats to life and livelihood, whether arising from natural or man-made causes
(e.g., movements of refugees and internally displaced persons as well as people displaced by natural or
environmental disasters, chemical or nuclear disasters, famine, or development projects).” However, due to
data availability, MGl takes global estimates and definitions of refugees and asylum seekers from the UNHCR.
Irregular migration is also not addressed in this category, unless already contained within UNHCR estimates.

People on the move: Global migration’s impact and opportunity



refugees and
asylum seekers
worldwide in 2015

very act of migration implies some degree of agency and independent action in leaving
one’s home and moving to a specific destination, even if someone feels forced into it.°

Based on UNHCR definitions, the vast majority of the world’s migrants—about 222 million,
or more than 90 percent—have moved across borders voluntarily.” Voluntary flows are
typically shaped by the entry policies set by destination countries; they can be adjusted
based on quotas, types of visas offered, and the selectivity applied to applications.
Voluntary migration flows are usually gradual, placing less stress on logistics and the social
fabric of destination countries than forced migration.

Most voluntary migrants are working-age adults, a characteristic that helps to raise the
share of the population that is economically active in destination countries. Almost half of
them are women. About 60 million worldwide have tertiary education; many of them are
working professionals or successful entrepreneurs who move to another country for more
than five years. But the biggest group by far, which we estimate at about 160 million people
worldwide, comprises low- and medium-skill long-term migrants.®

Because forced migrations, and refugee flows in particular, occur in response to
humanitarian crises, they are unplanned and result in large spikes within short time periods.
They often necessitate enhanced security and border control in addition to other logistical
challenges for the destination countries. Refugees and asylum seekers tend to be less
heavily skewed toward those of working age than economic migrants, given that people of
all ages are often forced to flee in the face of conflict.

By the end of 2015, there were about 24 million refugees and asylum seekers worldwide,
comprising about 21 million refugees and three million asylum seekers. They make up

10 percent of the world’s total migrants. Crises in Africa and Asia have created some 80
to 90 percent of the world’s refugees and asylum seekers over the past 25 years. Just
seven countries have produced two-thirds of the world’s cross-border refugees: the State
of Palestine (21 percent), Syria (21 percent), Afghanistan (12 percent), Somalia (5 percent),
South Sudan (3 percent), Sudan (3 percent), and the Democratic Republic of the Congo
(2 percent).

Because refugees tend to flee to neighboring countries, the developed world has historically
absorbed a relatively small proportion of them. In fact, the Middle East and North Africa has
absorbed roughly half of the world’s refugees and asylum seekers, while sub-Saharan Africa
has almost a quarter (Exhibit EQ).

Forced migration has risen sharply over the past five years. The number of refugees and
asylum seekers rose by 2.5 million between 2005 and 2010, then jumped by 8.1 million
between 2010 and 2015. Syria’s protracted civil war created an exodus that accounted

for almost two-thirds of this increase between 2010 and 2015. Violence and conflict have
caused millions from Syria, Afghanistan, and Iraq to leave the Middle East altogether. Many
have undertaken long and often treacherous journeys to seek asylum in the high-income
countries of Europe. Since the start of 2015, roughly two million asylum seekers have arrived
in Europe, with five countries receiving approximately 80 percent of their applications.
Processing applications has been a daunting task in and of itself, and it is likely that many

6 For a summary of the theoretical literature on this point, see Marie McAuliffe and Dinuk Jayasuriya, “Do
asylum seekers and refugees choose destination countries? Evidence from large-scale surveys in Australia,
Afghanistan, Bangladesh, Pakistan and Sri Lanka,” International Migration, IOM, 2016.

7 We estimate the total population of voluntary migrants by subtracting official estimates of refugees and asylum
seekers as defined by the UNHCR from global migrant stock numbers, since the two groups are mutually
exclusive from a data perspective, even though this distinction is not so clear-cut in reality. See footnotes 4
and 5 for more detailed definitions.

8 In this report, we define “high-skill” migrants as those who have completed tertiary education or above,
“medium-skill” migrants as those who have completed some secondary but no tertiary education, and “low-
skill” migrants as those who have less than secondary-level education.



people will be awaiting decisions for some time to come. Overall, the situation in Europe
has tested the developed world’s commitment to global refugees; significant opposition
to immigration has set in against a backdrop of slow economic growth. These tensions
underscore the fact that processing applications and rehousing refugees are just the first
steps in the years-long process of integration.

Despite the media emphasis on the situation in Europe, it is important to note that

82 percent of the 5.1 million Syrian refugees are in Turkey, Lebanon, and Jordan. In fact,
only some 10 percent of the world’s refugees and asylum seekers are in Europe.® The total
across the entire continent is smaller than the refugee population in either Jordan or Turkey
individually. Integration efforts are even more challenging in developing regions that have
fewer resources at hand, an issue that merits greater attention.

The arrival of refugees who fled their homes with little or no advance planning poses more
complex challenges than the arrival of voluntary migrants. Many refugees arrive with few
possessions or resources, and theirimmediate needs for shelter, medical care, food,

and support services are acute. In many cases, huge populations remain stuck in limbo
for months on end, with children out of school and adults unable to obtain permanent
housing or permission to find work. Sudden spikes of refugee arrivals leave NGOs and
destination country governments, especially those in developing regions, scrambling to
establish screening processes, medical and educational facilities, and shelter. Beyond
theirimmediate needs, refugees may require longer-term support to cope with losses
and trauma.

Exhibit E3

Ninety percent of the world's refugees and asylum seekers are in four regions;
just under half are female and half are under the age of 18

Total refugees and asylum seekers by destination region, 2015 Refugees and asylum seekers,
by gender and age group
Million % % of total

Female 47

Sub-Saharan Gender

Africa

22 Male

Top 4

regions
South Asia 60 and over
(excluding . 21 9 3
India)

Middle East-

10

North

America 0.7 3 18-59 46 Under 18
All gther 17 7

regions

1 EU-28, including the United Kingdom, plus Switzerland and Norway.

SOURCE: United Nations High Commissioner for Refugees; McKinsey Global Institute analysis

¢ This comprises the 28 countries of the European Union, including the United Kingdom, plus Switzerland
and Norway.
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MIGRATION DRIVES GLOBAL PRODUCTIVITY, PARTICULARLY IN THE
DEVELOPED ECONOMIES THAT ARE LEADING DESTINATIONS

MGl estimates that in 2015 the world’s 247 million cross-border migrants made an absolute
contribution to global output of roughly $6.7 trillion. They contributed 9.4 percent of globall
GDP, despite making up just 3.4 percent of the world’s population. This disproportionately
high contribution can be largely explained by the fact that almost two-thirds of global
migrants reside in the higher-productivity settings of developed economies. In general,
migrants of all skill levels generate productivity gains in destination economies, even after
taking into account differences between their labor force participation rates, unemployment
rates, and productivity levels as measured against those of native-born workers of similar
skill levels.

Of course, migrants would have made an economic contribution if they had remained in their
countries of origin. But mobility magnified their productivity, creating incremental value. MGl
estimates that this incremental contribution by migrants in their new destinations vs. their
predicted output in their original home countries was between $2.7 trillion and $3.2 trillion

in 2015. This is comparable to the GDP of the entire United Kingdom. In other words, the
movement of labor to more productive regions lifted global GDP by some 4 percent over
what it would be in a hypothetical world with no migration.

A small set of destination countries captured the majority of these benefits
Developed nations, which are home to 65 percent of the worldwide migrant population,
realize more than 90 percent of migration’s absolute global GDP contribution. MGl estimates
that migrants contributed between $5.8 trillion and $6.3 trillion to developed economies

in 2015, or about 13 percent of these nations’ total GDP (Exhibit E4). In all of the world’s
developing nations combined, migrants generated roughly $600 billion, or a mere 3 percent
of their GDP.

Viewed at the country level, 90 percent of the economic boost generated by migration
occurred within just 25 destination countries. MGl estimates that immigrants contributed
about $2 trillion to GDP in the United States in 2015, followed by Germany ($550 billion), the
United Kingdom ($390 billion), Australia ($330 billion), and Canada ($320 billion).

Migrants originating from developing nations accounted for some $4.1 trillion (or roughly
60 percent) of the overall global impact of migration, and those from developed origins
contributed some $2.2 trillion. The top five pairs of origin and destination countries, as
measured by economic impact, together account for some $800 billion of GDP impact,

or 12 percent of total global output. The United States is the destination country in three of
these corridors, realizing the largest gains from workers who arrive from Mexico, India, and
the Philippines.

Migrants have positive employment and wage prospects, but an earnings gap
persists between migrants and native-born workers

Unemployment rates are slightly higher for immigrants than for their native-born
counterparts in most leading destinations, but this varies greatly by skill level and by
destination. In general, immigrants may find it harder to secure jobs due to a number of
factors, including having to navigate unfamiliar customs or learn a new language. But

this effect usually diminishes over time as they adjust to their destinations. In Europe, for
example, the aggregate immigrant employment rate over a period of 20 years or more is
just two percentage points lower than that of natives.'® Refugees in particular start out with
lower employment rates than other migrants, but they, too, are eventually absorbed into
labor markets.

0 Shekhar Alyar et al., Europe’s refugee surge: Economic and policy implications, Voxeu.org, February
29, 2016.
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In terms of wages, voluntary migrants, especially those moving from developing to
developed nations, typically find opportunities to earn higher wages in their destination
countries. However, studies across different countries in Europe and North America over
time suggest that migrant workers, on average, earn wages that are 20 to 30 percent lower
than those of comparable native-born workers. One review that surveys more than 20
studies shows the migrant-native wage gap persists even within similar education levels or
occupations.'

Exhibit E4
In 2015 migrants contributed $6.4 trillion to $6.9 trillion, or 9.4 percent, of global GDP

Migrant contribution to destination region GDP, Share of destination region
2015 GDP, 2015
$ trillion %

North America 2.2-25 12

Western Europe 2.2-23 14

Gulf Cooperation

Council 06-0.7 48

Oceania 0.4 25

East and Southeast
Asia (excluding China)— 0.3 13
Developed

Other developed

destinations 0.1 1

GDP contribution of
migrants in 5.8-6.3 13
developed destinations
GDP contribution of

migrants in 0.6 3
developing destinations

Global GDP contribution

- 6.4-6.9 9
of migrants

SOURCE: UNDESA; United Nations High Commissioner for Refugees; OECD Database on Immigrants in OECD Countries; World Bank; US Bureau of Labor
Statistics; Eurostat; IMF; McKinsey Global Institute analysis

Migrants of all skill levels have a positive impact on productivity. In fact, according to MGl
estimates, the contribution to global GDP output made by low- and medium-skill migrants
together is about the same as that of high-skill migrants.

" See Shekhar Aiyar et al., The refugee surge in Europe: Economic challenges, IMF staff discussion note
number 16/02, January 2016, and Sari Pekkala Kerr and William R. Kerr, Economic impacts of migration:
A survey, NBER working paper number 16736, January 2011. Estimates were calculated using sample
averages reported in the studies. Wage differences are reported as mean or maximum-minimum differences
for various immigrant groups. Differences control for the observable characteristics of immigrants in
most cases.
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In countries around the world, immigrants contribute disproportionately to new business
formation, innovation, and job creation. As of 2015, foreign nationals held slightly more than
half of all patents filed in the United States.'? A 2016 study found that more than half of US
startups valued at $1 billion or more that have yet to go public—the so-called unicorns with
potential for high growth and job creation—have at least one immigrant co-founder.™

But most immigrant entrepreneurs actually fall into the low- or medium-skill category,

and they start businesses in industries such as retail, construction, and hospitality. In
addition, low-skill immigrants make a considerable contribution to productivity worldwide

by freeing up native-born workers to take higher-value roles. They often gain a foothold in
the destination country’s labor market by filling immediate job vacancies that locals do not
want. According to US Labor Department statistics, for instance, the work performed by
immigrants in the United States scores much higher on physical intensity, while native-born
workers are twice as likely to work in office, administrative, and sales jobs than immigrants of
similar skill levels. Immigrants who work as nannies and housekeepers free up native-born
women from assuming household care work and boost their labor-force participation.

Besides contributing to output today, immigrants provide a needed demographic boost
to the current and future labor force in destination countries. Improving the old-age
dependency ratio is of critical importance to countries like Germany, Spain, Canada, and
the United Kingdom, where most public pensions have a pay-as-you-go structure and
worsening dependency ratios threaten to make many plans unsustainable. The presence
of both first- and second-generation immigrants can help combat such unfavorable
demographic trends, particularly because immigrant groups tend to have higher fertility
rates than native-born populations in these countries.

One question surrounding immigration is whether new arrivals increase competition for jobs
and negatively affect native employment and wages. But the data do not show this effect
occurring on a large scale across economies. In short, immigration does not appear to harm
the long-run employment prospects or wages of native-born workers.

The academic evidence on this point is extensive. MGl reviewed more than 40 studies
carried out over different time periods, focusing on various destination countries (especially
in North America and Europe). This research shows that migration has limited impact on
native employment and wages. One landmark study examined the effect of the growth of
immigrant labor on native wages and employment in the United States over four decades
and found no correlation between the two either in the aggregate or across skill groups.™*

Yet local economies may need a period of adjustment to absorb large inflows. In such
cases, the various factors of production are unable to adjust in the short term to absorb

the influx of migrants, especially within a small geographic region. The process is also
challenging if the skills of new arrivals make them close substitutes for native workers or if
the destination economy is going through a downturn. In such situations, both native and
migrant workers will feel an adverse impact on employment and wages. A 2016 study in the
United States, for example, notes that any negative impacts primarily affect earlier groups of

2 US patent statistics chart, calendar years 1963-2015, US Patent and Trademark Office data.
8 Stuart Anderson, Immigrants and billion-dollar startups, National Foundation for American Policy, March 2016.

4 Gaetano Basso and Giovanni Peri, The association between immigration and labor market outcomes in the
United States, IZA discussion paper number 9436, October 2015.
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immigrants or native-born workers who have not completed high school, as these are often
the closest substitutes for low-skill immigrants.'

DESTINATION ECONOMIES BEAR SOME COSTS, BUT IMMIGRATION
TYPICALLY HAS A NEUTRAL OR SMALL POSITIVE FISCAL IMPACT

Migration is not without its costs. Short-term costs to maintain border control and process
the documents of entering migrants have been typically less than 0.2 percent of GDP across
major destination countries. But the short-term costs can escalate for countries admitting a
large wave of refugees. A recent IMF study examined this issue in countries across Europe
coping with the current flood of Syrian refugees.'® While the average across Europe is
estimated to be approximately 0.2 percent of GDP annually, the study found the biggest
fiscal burdens in Sweden, where costs are estimated to rise from 0.3 percent of GDP in 2014
to 1.0 percent in 2016, compared with its current fiscal deficit of 0.4 percent of GDP.

Over the longer term, there are also costs associated with providing some of the services
that new arrivals need to integrate into unfamiliar communities. In North America and in
Western Europe, we find that government expenditure on providing services to immigrant
households has been lower overall, on a per household basis, than that of providing such
services to native-born households. However, if pensions are excluded, governments in
North America and Western Europe spend more on immigrant households than native-born
households on a per household basis.

There are different methods for calculating the overall net fiscal impact of immigrants, and
the impact may be positive or negative in a given country. But it rarely exceeds 0.5 percent
of GDP in either direction. In fact, it was found to be around zero on average in OECD
destinations between 2005 and 2009." Even low-skill and undocumented immigrants can
make a net positive fiscal contribution. The US Social Security Administration estimated that
in 2010, earnings by unauthorized immigrants had a net positive impact on the program’s
cash flow of roughly $12 billion.'

ORIGIN COUNTRIES BENEFIT MAINLY THROUGH REMITTANCES, BUT SOME
SUFFER NEGATIVE CONSEQUENCES FROM THE LOSS OF HUMAN CAPITAL
The substantial economic benefits captured by destination countries do not come
completely at the expense of countries of origin. Many migrants go abroad to find higher-
paying work with the explicit intention of supporting the families they leave behind—and
these financial flows are often significant. Remittances are a rapidly growing cross-border
capital flow, totaling $580 billion in 2014 (roughly 8.7 percent of the output generated by
migrants). In 2014, the largest inflows went to India ($70 billion), China ($62 billion), and the
Philippines ($28 billion).

Despite the positive impact of remittances, migration does have some negative effects

on origin countries. While developing countries receive $370 billion in remittances from
migrants in developed nations, this sum is roughly 50 percent lower than what migrants from
these developing countries would have generated if they had not moved. In a few select
countries, the labor force has shrunk enough to adversely affect the economy. For example,
even with positive natural population growth, the populations of Georgia and Armenia have
contracted by 15 and 27 percent, respectively, over the past 25 years as emigrants have left.

5 Francine Blau and Christopher Mackie, eds., The economic and fiscal consequences of immigration,
Committee on National Statistics, Division of Behavioral and Social Sciences and Education, National
Academies of Sciences, Engineering, and Medicine, September 2016

6 Shekhar Aiyar et al., The refugee surge in Europe: Economic challenges, IMF staff discussion note number
16/02, January 2016.

7 “The fiscal impact of immigration in OECD countries,” in International migration outlook 2013, OECD,

June 2013.

8 Stephen Goss et al., “Effects of unauthorized immigration on the actuarial status of the Social Security Trust

Funds,” Social Security Administration, Office of the Chief Actuary, actuarial note number 151, April 2013.
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Furthermore, the top students and the most highly educated and skilled professionals in
developing nations have much to gain by pursuing opportunities in higher-income countries.
As the best and brightest leave, the phenomenon known as “brain drain” occurs in their
wake. One study found that dozens of poor countries—mostly small countries in sub-
Saharan Africa, developing Asia, and the tropics—were losing one-third to half of their
college graduates.'® The loss of professionals in key roles, such as doctors, can cause
major gaps.

While the loss of high-skill talent might be problematic, there are some mitigating
considerations. Some emigrants would have faced unemployment if they stayed in their
origin countries, where there are not enough high-quality jobs. The prospects of higher pay
beyond what is possible domestically incentivizes even the poor to invest in their education,
leading to higher skill levels overall. And when emigrants return, they bring back skills,
networks, and knowledge. Even those who do not return may boost investment in their
home country.

In many countries, immigration policy focuses heavily on who gets to enter but puts
surprisingly little emphasis on creating a pathway for new arrivals to become more fully
integrated into their new homeland—not just into the labor market but also into the fabric
of society.

Many developed economies set their entry policies by trying to strike a balance between
economic needs (through skills-based or labor-driven admissions) and other priorities
such as family reunification and humanitarian commitments. To that end, some set overall
quotas or rely on points-based systems to determine which applications for entry should
be prioritized.

Although points-based systems are often touted as the most effective approach, they do
not always produce a perfect result in the labor market. Even highly skilled immigrants
admitted under these criteria experience higher unemployment than comparable native-
born workers, due to barriers such as inefficient matching, their lack of local networks, and
a tendency among local employers not to recognize foreign credentials. In short, no entry
management policy approach has proven universally effective at solving for all complexities.

Focusing on integration over the longer term is often overlooked but is a critical complement
to entry policy. Regardless of the volume or mix of arrivals that destination countries admit,
the integration process can be handled well, handled badly, or ignored.

Any group that is disadvantaged in education, housing, health care, and social and civic life
will also find itself disadvantaged in the labor market—and these issues frequently intersect
in immigrant communities. Even policies that ensure equal access to social benefits are not
enough if most households are not aware of the services that are available to them or lack
the language fluency to navigate them. Successful integration needs to address all of these
issues holistically; a narrow focus on employment alone is not enough.

9 Frédéric Docquier, “The brain drain from developing countries,” IZA World of Labor, May 2014.
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Ensuring that immigrants have access to the full range of services they need, defusing
mistrust, and building an inclusive community can have a tangible effect on economic
outcomes. In addition to employment outcomes, this involves focusing on areas such as
education, housing, health, and community engagement. MGl considers a scenario in
which the right interventions narrow the wage gap between immigrants and native-born
workers from 20-30 percent to 5-10 percent. This outcome would generate an additional
$800 billion to $1 trillion in annual economic output worldwide. It would also lead to
broader positive societal effects, including lower poverty rates and higher productivity for
destinations overall.

We look at how integration is playing out in top destination countries through three lenses:
economic, social, and civic. These dimensions are closely intertwined and mutually
reinforcing. While many studies have highlighted the importance of individual issues such
as housing or health care, we believe that all of these aspects need to be addressed
simultaneously. Ilgnoring gaps in any one of these areas could reduce the likelihood of
successful integration.

Within each of these areas, we look at multiple indicators to gain a more complete picture of
how immigrants are faring, both in absolute terms and relative to native-born populations.?®
To examine economic integration, we look at employment and labor force participation
rates as well as broader measures of economic well-being such as relative income levels
and poverty rates. Social integration encompasses educational attainment, the quality of
housing and opportunities for homeownership, access to health care, and markers of social
cohesion, including freedom from racial, ethnic, and religious discrimination. Immigrant
communities also eventually need civic engagement and a political voice in order to

thrive. We measure progress toward this goal by looking at markers such as naturalization
rates, voter participation rates, and immigrants’ share of employment in public services.
Naturalization rates in particular are a tangible marker of integration into a new country.

We apply this framework to 18 major destination countries. Perhaps surprisingly, our
analysis suggests that no country has achieved strong integration outcomes across all
dimensions, though some countries have better results than others (Exhibit E5). The findings
show that immigrants have better relative employment rates in North America and Oceania
than in Western Europe. However, better employment rates do not automatically translate
into economic well-being. Across all top destinations, immigrants have poorer indicators
for economic well-being than native-born citizens, driven by lower relative wages and less
access to welfare programs. Immigrants around the world also have difficulty obtaining
quality housing and health care, and their children face significant educational attainment
gaps. In addition, a significant share of native-born citizens in many destination countries
perceive that immigrants are harming their economic prospects.?! These attitudes form a
backdrop against which many immigrants report experiencing discrimination and mistrust,
which can sometimes manifest as economic and social barriers.

20 Many of these indicators draw on Indicators of immigrant integration 2015: Settling in, OECD, July 2015.
21 In a Gallup poll conducted across 142 countries between 2012 and 2014, 29 percent of respondents reported
that they believe immigrants take jobs that citizens want in their country.
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Exhibit ES

No destination country performs well across all dimensions of integration
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1 Indicators are vis-a-vis natives, except “Share of migrants who feel discriminated against,” “

Share of natives who perceive migrants’ economic impact as

bad,” “Migrant naturalization rate for migrants with low education level, and from origins with a low income level,” and “Migrant naturalization rate for migrants
with low education level, and from origins with a low income level.”
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Indicator is from 2012-13.

w

Occupations.

Indicator is from 2012.

Share of people with tertiary-level qualifications who work in a job that is classified as low- or medium-skill by the International Standard Classification of
Metric is based on the foreign-born population that has been in the destination country for at least ten years.

Based on OECD Survey of Adult Skills (PIAAC).

~No oA

Housing cost overburden rate is the percentage of households that spend more than 40% of their disposable income on housing.

SOURCE: Indicators of immigrant integration 2015: Settling in, OECD, July 2015; McKinsey Global Institute analysis
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Exhibit E5

No destination country performs well across all dimensions of integration (continued)
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While we examine economic, social, and civic outcomes at a national level, it is important
to note that subnational variations can be substantial. Ultimately, it will take local initiatives
to drive change. Many municipalities are, in fact, taking the lead in devising creative
approaches, as we will discuss below.

Unemployment is a particularly interesting lens through which to consider how migrants are
faring across destinations. We find that even within a given destination country, economic
integration outcomes can vary for immigrants from different countries of origin. Emigrants
from India, China, and Western Europe, for example, often have more success, while those
from the Middle East and North Africa and those from sub-Saharan Africa face greater
challenges in securing jobs. Multiple factors could be in play, including similarities (and
dissimilarities) in culture and language between immigrants and natives. The presence of
local networks of fellow citizens offering support to new arrivals from their homeland could
also make a difference. Finally, differences in educational quality in various regions of origin
could play a role in explaining this phenomenon.

To provide some quantitative examples, the average unemployment rate for immigrants in
Western Europe from developing countries in Latin America and sub-Saharan Africa from
2000 to 2010 was nine to ten percentage points higher than for natives, whereas those

from Oceania and North America actually had an unemployment rate that was two to four
percentage points lower than for natives. At a country level, immigrants from Nigeria in the
United Kingdom had an unemployment rate of 14.8 percent in 2010, more than double

the unemployment rate of 7.3 percent for natives. This suggests that cultural and racial
differences can translate into economic inequity, reducing immigrants’ potential contribution
to national economies and to the global economy.

With no country having fully cracked the code on integration, we reviewed more than 180
examples of initiatives around the world to understand the variety of approaches being
taken. Some are driven by a national, regional, or local government; others are run by
private-sector actors or NGOs. From these case studies, a number of guiding principles
emerge that other locations can use to shape their own efforts. While we do not have
enough evidence or data to quantify their impact, the interventions and ideas presented
below are intended to serve as food for thought.

The presence of migrants—and of refugees in particular—has often been referred to as a
burden or a responsibility for destination countries. But it is important to shift the narrative in
anew direction: toward accepting migration as a given in a globalized world and focusing on
how improved integration can yield bigger dividends.

In the United States, the Partnership for a New American Economy has published numerous
studies on key immigration issues to support its goal of making the economic case for
immigration and proposing ways to modernize and improve integration. In addition, it has
brought together more than 500 Republican, Democratic, and independent mayors and
business leaders to advocate for change at the national policy level. By collecting evidence
on the potential upside of migration, the organization aims to shift the discussion around
immigration toward how to maximize its benefits.



Integration involves allaying the fears of local communities, fostering a welcoming attitude,
and making a new place feel more like home for immigrants. But for their part, immigrants
need to actively seek to fit in, whether that means acquiring language skills or being sensitive
to local mores. Viewing integration as a two-way process of mutual understanding between
native citizens and immigrants can open up a variety of creative approaches.

Stuttgart, Germany, stands out as one of the most notable examples. The city’s Pact for
Integration is designed to create a community that accepts and respects the identities and
histories of all its constituents. It began with a framework for building cultural understanding
and flexibility in multiple ways, including multilingual education and media (such as
community newspapers that connect immigrants with local news and events). A team of
trained mediators was placed on call to intervene in cases of cultural conflict. Stuttgart also
gave immigrants a political and civic voice by creating an “international committee,” a local
consultative body made up partly of elected immigrants. The city government has even
lobbied for the right of all non-Germans to participate in local elections. Unsurprisingly,
Stuttgart boasts the lowest immigrant unemployment rates of any city in Germany.

The success or failure of integration ultimately happens at the community level, which
argues for empowering local leaders to design and implement programs. City leaders

are uniguely positioned to mobilize local groups and community organizations around a
strategy; they understand the needs on the ground and can quickly see what works. It is not
surprising that some cities and towns have been pioneers in creating effective programs for
their immigrant communities, even in the absence of national guidelines.

In the United States, the “Welcome Dayton” initiative in Ohio is one such local attempt at
migrant integration. It aims to facilitate interaction and dialogue between immigrants and
natives across all skill levels in different areas of local life. It encompasses programs across
business and economic development (such as helping immigrants start businesses) as well
as government and the justice system. It also addresses issues in social and health services
to ensure more effective delivery to immigrants and attempts to build cultural bridges
through music and theater programs for both natives and immigrants.

Having a single point of contact locally can also improve migrants’ ability to find the help
they need in an unfamiliar place. New York pioneered the first city government office in the
United States dedicated to immigrant integration. The Mayor’s Office of Immigrant Affairs
helps immigrants obtain municipal ID cards and connects them with health-care and legal
services, English language instruction, financial literacy and college readiness programs,
and entrepreneurial support. The office has become a model and a resource for local
governments in other cities across the United States and around the world.

Language is a crucial component of the local integration process. Some schools across

the United States have introduced dual language instruction, combining English language
learners in the same classroom with English-speaking students. Language instruction can
also be part of a broader goal of community building at the city level. Dublin’s local library
service established a Conversation Exchange Programme and built up the selection of
foreign-language books available across its more than 30 libraries. In some cases, private-
sector companies are the providers. In 2007, McDonald’s established a program called
“English Under the Arches” to teach English as a second language to employees around the
United States to help them in their career progression.

People on the move: Global migration’s impact and opportunity



The longer it takes to migrants to integrate into destination countries, the worse the odds
grow for successful outcomes. Refugees in particular may be stuck in limbo for months
during the asylum request process, with adults unable to work and children out of school.
To avoid this, some cities have started to streamline their administrative processes for
asylum requests by simplifying and digitizing documentation as well as pursuing steps with
multiple agencies in parallel. In some destinations, integration efforts begin upon arrival,
even if a migrant’s legal status is still being decided. This may include language instruction,
qualification assessment and skills training, job applications, and access to essential
services such as health care or banking.

The city government of Hamburg, Germany, for example, has tried to accelerate the process
of connecting asylum seekers with training programs or jobs. It also provides training and
counseling based on their previous experience, places them into internships, and introduces
them to a broad range of corporations to build their professional network.

Furthermore, while integration is often thought of as a process that begins when migrants
arrive, some innovative interventions aim to create a head start by offering education and
orientation even before the journey begins. The Canadian Immigrant Integration Program
is an example of this kind of pre-arrival onboarding. It provides prospective migrants with
aresource network to connect with employers and attend live online mentoring sessions.
Its group orientation workshops inform migrants about job prospects, job readiness, job
searches, and the current Canadian economic climate.

Sustaining the early momentum is also crucial. In Australia, one NGO realized that most
programs end five years after entry even though many refugees could benefit from more
extended support. Active Refugee and Migrant Integration in Australia collaborates with
religious groups, women’s associations, youth groups, and senior groups to fill that gap,
offering legal aid, citizenship courses, skKills training, social events, psychological counseling,
housing, parenting support, health, and education over the longer term.

Governments are not the only actors that can make a difference to the immigrant
experience—coalitions between organizations can be equally important. The XEIX project in
Barcelona, for example, was started by a retail merchants association as an attempt to bring
together shopkeepers of diverse backgrounds to foster local development and address

the xenophobia that arose after an influx of Chinese entrepreneurs. The organization
collaborated with local Chinese entrepreneurs to break down barriers of language

and distrust, using strategies such as Chinese after-school classes, an intercultural

poetry exchange, and anti-rumor campaigns. To implement many of their ideas, project
leaders partnered with 21 local immigrant organizations, private-sector companies, and
local government.

Education-based organizations have also found innovative ways to help refugees gain
language fluency and other skills, as well as recognizable credentials. Coursera, the largest
open online education provider, has partnered with the US Department of State to create
Coursera for Refugees.



The challenges facing immigrants are often overlooked in the urban planning process. One
particular issue is the lack of affordable housing, which can lead immigrant groups to cluster
into isolated communities. Neighborhoods with strong ethnic identities can be a positive
thing, offering a place for new immigrants to find support, but if they have suboptimal
housing options, they may develop all the problems associated with a high concentration

of poverty. Amsterdam has tried to address this issue by building housing developments
designed for cross-cultural social interaction. In general, about 40 percent of space is
dedicated to social spaces and 60 percent for privately rented apartments. Amsterdam is
also investing heavily in parks, sports facilities, and social spaces, particularly in districts that
historically have suffered from segregation and have large foreign-born populations.

A lack of detailed or up-to-date data analyzing what happens at each stage of the immigrant
experience limits the ability of policy makers and stakeholders to know what interventions
are most effective. Given the outsized importance of cities when it comes to migration, the
availability of more local data could play a huge role in ensuring future integration success.
Organizations such as Development Initiatives and 100 Resilient Cities, an initiative of the
Rockefeller Foundation, are helping to galvanize these efforts.

Integration is a long-term, complex process that takes a significant investment of time and
capital from a variety of stakeholders. Organizations and communities should celebrate

the successes they achieve along the way to reinforce what is at stake and to inspire

other communities. Sharing innovative and effective approaches is important not only for
municipalities and local organizations that are running programs on the ground but also

for national governments and for national and global NGOs. Organizations such as Cities

of Migration, the European Commission, the International Organization for Migration, the
Global Parliament of Mayors, and multiple UN agencies facilitate the sharing of evidence and
success stories.

Addressing the challenges that are part of the immigrant experience is often regarded as

a government or social-sector undertaking. But private-sector companies are beginning

to engage with the issue. Their involvement goes beyond corporate social responsibility
efforts and includes business activities. Some get involved because they see real benefits

in building more prosperous local communities, tapping into a new pool of potential
employees, or winning loyalty from a new customer segment. Companies in many industries
now look to immigrants to handle labor-intensive jobs, while others want to be able to hire
highly educated candidates with specialized skills from anywhere in the world.

Integrating migrants into local labor markets ultimately comes down to the needs of
domestic industries and individual companies. A concerted effort by the private sector to
forecast labor needs and identify skill gaps can help governments create entry policies
that are more purposeful about the mix and number of immigrants who are admitted;
some may go even further and establish bilateral arrangements with origin countries. In the
United States, the example of technology companies using H-1B visas to bring in highly
sought-after engineering, programming, and technical talent is well known. In Canada,

a 2010 parliamentary committee report brought together input from various industry
associations and stakeholders, projecting the skill shortages that the country would likely
face through 2020.

People on the move: Global migration’s impact and opportunity



Aside from their hiring needs, private-sector companies can think about immigrants as a
market segment. Some have developed innovative products and services to profit while
aiming to achieve social impact. One major area is the development of platforms that help
migrants send remittances to family members back home. New entrants into the market
have significantly lowered transaction costs, reducing the once-hefty fees associated with
these transactions. Abra, for example, offers financial transfers from person to person
through a mobile app, does not require a bank account, and imposes no fees.

The private sector can also apply business capabilities to help in responding to crises.

The current Syrian refugee crisis has inspired Ikea, Uniglo, Fuijifilm, and other companies
to support the UNHCR’s efforts through donations of shelter, clothing, and eyeglasses.
While a multitude of companies have made financial donations, others are drawing on their
business expertise and what they do best. UPS, using its package-tracking technology,
has partnered with the UNHCR to track the shipment and delivery of goods and supplies
to refugees globally. Bayern Munich is creating a training camp for teenage refugees that
will teach football skills and is donating sports equipment to participants. Chobani’s CEO
established the Tent Foundation to encourage the private sector to bring its entrepreneurial
power to bear to aid refugees around the world.

The success or failure of integration efforts can reverberate for many years. In addition to
shaping the quality of life for today’s immigrant communities, they may influence whether
second-generation immigrants become fully participating citizens or remain stuck in a
poverty trap. The economic and humanitarian stakes associated with getting this right

or getting it wrong are high. The countries that make integration a priority will be better
positioned to generate better outcomes—not just for immigrant populations but also for their
own economies.



| AM A MIGRANT:
PORTRAITS

Global migration is a phenomenon that encompasses
millions of individual stories. To capture this complexity
and diversity, MGl commissioned a series of portraits
reflecting the migrant experience.

Created by McKinsey & Company data visualization
senior editor and artist Richard Johnson, these portraits
are based on a series of interviews conducted in
November 2016 with migrants from Albania, Belgium,
Bosnia, Burkina Faso, Cameroon, Eritrea, Ethiopia, India,
Iraq, Lebanon, Libya, Morocco, Nigeria, Palestine,

South Sudan, Syria, and Ukraine. The subjects shared
the personal stories of journeys that have taken them to
distant destinations such as Canada, Italy, and Germany.

MGl is grateful to the International Organization for
Migration for its support in obtaining these portraits and
to all of the individuals who gave us their time and allowed
us to capture their testimony.

The following pages contain a small selection of these
individual portraits. We invite you to view the full collection
in our online gallery at www.mckinsey.com/mgi and to
follow us on Twitter using the hashtag #MGIMigration.
Many more personal stories can be found at the IOM’s
lam a migrant platform, at http://iamamigrant.org,
which is part of the United Nations’ Together campaign
(http://refugeesmigrants.un.org/together).

The views expressed in these artworks are those of the individuals interviewed and not necessarily those of the
McKinsey Global Institute, McKinsey & Company, the International Organization for Migration, or the United Nations.
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1. PEOPLE ON THE MOVE

The act of leaving behind everything that is familiar to start over in another country is a leap
of faith. That leap has been taken by approximately a quarter of a billion people who have
left their birthplace and now live in another country. While conflict and other factors have
forced some of them to flee their homes, the vast majority move across borders voluntarily,
motivated by the desire for a better life. But to citizens of destination countries, they can
represent competition for jobs and scarce fiscal resources as well as a potential threat to
social cohesion. Despite these sentiments, cross-border migration is an inherent part of a
more global economy and labor market.

This chapter aims to provide the needed clarity on some fundamental questions: Who
are the world’s migrants? Where do they come from, and where do they go? What are the
numbers today, and what does the future trajectory look like? Subsequent chapters will
quantify the economic costs and benefits of migration and explore the approaches taken
by destinations around the world to integrate new arrivals into their labor markets and
their communities.

MIGRATION HAS CONTINUOUSLY GROWN OVER TIME, AND NOW A QUARTER
OF ABILLION PEOPLE LIVE IN A COUNTRY NOT OF THEIR ORIGIN

Migration is a key feature of a more tightly interconnected world. Today there are almost

a quarter of a billion migrants around the world, representing 3.4 percent of the global
population.?? (See Box 1, “How we measure migration,” for a discussion of the parameters
we used in our research.) The total number has almost tripled over 55 years, from about

93 million in 1960 to approximately 247 million in 2015.28 Of these 247 million migrants, about
48 percent (119 million) are women, a share that has remained roughly flat over the past

25 years.

The movement of people across borders accelerated sharply after 1980 as globalization
gathered momentum. In the decades since, formerly closed economies have opened

up, airline routes have expanded worldwide, and the internet has enabled instantaneous
information-sharing and commmunication across borders. From 2000 to 2015, annual
migration growth of 2.4 percent significantly outpaced annual population growth of

1.2 percent. The total number of migrants globally increased by 74 million over this period—a
rapid increase, given that the number grew by only 20 million in the decade preceding 2000.

22 |n this report, we use the term “migrant” to refer to any individuals living in a country other than the one in
which they were born. This includes refugees, defined in the 1951 Refugee Convention on the Status of
Refugees as those fleeing persecution based on race, religion, national origin, political opinion, or membership
in a social group. This also includes students intending to study for multiple years in a foreign country, but
it excludes short-term foreign exchange students. We rely on data from the United Nations Department of
Economic and Social Affairs (UNDESA) for our quantitative analysis. It is likely that these data include some
irregular migrants but do not capture their full numbers. Estimates exist (and run as high as 11 million in the
United States alone), but because immigrants without legal documentation tend to avoid the authorities, it is
difficult to quantify the size of this population with precision. Note that second- and third-generation migrants
are considered natives in their countries of birth.

2 This report relies throughout on data from UNDESA. However, its data collection did not begin until 1990, so
we use World Bank estimates for earlier years.



This report focuses exclusively on cross-border migration rather than people
on the move within their native countries. It discusses migration in terms of
stock numbers (that is, the total number of foreign-born people in a particular
destination). We look at changes in the stock number over time as opposed
to flows (how many people move across borders in a given year); the latter is
not measured globally and comprehensively by any source. However, looking
at the stock number does provide a valuable longer-term picture. It more
accurately reflects the cumulative impact of migrants on a given economy as
well as the ongoing process of integration, which continues for years after
immigrants arrive.

Throughout this report, we look at the 232 countries captured in the United
Nations Department of Economic and Social Affairs (UNDESA) international
migration stock 2015 revision, which we believe to be the best estimation

of total global migrants. Note that while the data sources used in this report
attempt to estimate the number of foreign-born migrants living in each
destination country, not all countries collect data on place of birth. When such
data are unavailable, these sources have used citizenship numbers to estimate
the number of foreign-born migrants. By implication, we consider only first-
generation migrants. Children of immigrants (one or both parents) born in the
destination country are considered natives, although the second and even
third generations are part of the broader story of immigration and are heavily
affected by how the first generation integrates. For more on data sources, see
the technical appendix.

Regional groupings

We segment these 232 countries into 15 regions based on their level

of economic development as well as geographic proximity and cultural
similarities (Exhibit 1). These 15 regions are labeled as either “developed” or
“developing” based on income level definitions from the World Bank, in which
high-income countries are “developed” and all others are “developing.” The
regional groups are as follows:

= Developed. Developed East and Southeast Asia (which includes Japan,
South Korea, Hong Kong, Singapore, and Macao), developed Eastern
Europe and Central Asia (which includes Poland, Hungary, Croatia, and
the Czech Republic, among others), the Gulf Cooperation Council (GCC)
states, developed Latin America (which includes Argentina, Chile, and
others), North America, Oceania (which includes Australia, New Zealand,
and other Pacific island states), and Western Europe.

= Developing. China, developing East and Southeast Asia (excluding China),
developing Eastern Europe and Central Asia, India, developing Latin
America, the Middle East and North Africa (MENA), South Asia (excluding
India), and sub-Saharan Africa.

This categorization allows us to see two highly relevant trends. First, the
majority of growth in global migration is driven by the movement of people
from developing to developed countries. Second, while migrants are
beginning to move across longer distances, most migration still consists of
people moving to geographically close countries and regions (with exceptions
such as North America and Oceania, which often require long-distance travel
from developing regions).



Box 1. How we measure migration (continued)

Exhibit 1
We look at migration patterns across 15 regions

Million migrants?®

Developed regions?
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1 Covers 232 countries based on UNDESA. The total by origin does not sum to the 247 million estimated global migration figure because approximately

10.9 million migrants are of unknown origin.

2 Developed countries are “high income” and developing countries are “upper-middle income” or lower as defined in the World Bank 2017 fiscal year levels.
These income levels are based on 2015 (or latest available year) gross national income per capita. Countries with unknown income levels have been

classified as developing.

3 The Gulf Cooperation Council is a political and economic alliance of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

SOURCE: UNDESA; World Bank; McKinsey Global Institute analysis
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Migrants come from all corners of the globe, and they gravitate to places where they believe
they will find jobs and opportunity. Inequality between countries creates powerful incentives.
About half of all migrants globally have moved from developing to developed countries.

People do move from one advanced economy to another or from one developing nation to
another, but the movement from lower-income (developing) economies to those that are
higher-income (developed) is larger and growing far faster than any other type of flow. This
wave has grown by 3.6 percent annually over the past 25 years (Exhibits 2 and 3). As of
2015, approximately 65 percent of the world’s migrants resided in developed economies,
up from about 50 percent in 1990. This increase in movement to developed countries

has occurred among both male and female migrants; growth rates are almost identical by
gender. Roughly 75 percent of the total immigrant population in these countries came from
the developing world, and over time, they are accounting for a larger share of the overall
population in these destinations.

Migration to developing countries, though a smaller share of the global total, is still very
significant. Some 79.6 million people, or almost one-third of the world’s migrants, moved
from one developing country to another. Most did not leave their region. In fact, 54 of the top
60 corridors between developing countries link neighboring countries. These 54 corridors
account for almost two-thirds of the total migrants who have undertaken a move from one
developing country to another.

Approximately 19.9 million refugees and asylum seekers, or more than 80 percent of

the global total, have moved from one developing country to another (see the following
sections for further discussion). Roughly 50 percent of the world’s total have traveled along
the top ten pathways of refugee flows in the developing world, and all ten run between
neighboring countries.

Looking at demographics, almost half (48 percent) of the world’s migrants are women.
The pattern is broadly similar across different types of movements: women make up 46

to 47 percent of migrants who have moved from developing to developing nations, from
developing to developed nations, and from developed to developing nations. They are a
slight majority (52 percent) of the 41 million migrants who have moved from one developed
country to another. More than 40 percent of these are intra-European movements. Some
1.9 million women have emigrated from Poland; next are Germany (1.0 million), Italy
(700,000), Portugal (600,000), and France (600,000).



Exhibit 2

Migration has been a consistent historical trend, with growth driven by the movement from developing

to developed countries
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1 Includes all high-income and major developed countries. Includes two million migrants in Israel and Cyprus from the developing region of the Middle East and

North Africa.

2 Includes low-income, lower-middle income, and upper-middle income countries, per World Bank classifications.
3 Changes in developing to developing are primarily driven by fluctuations in forced migration.
NOTE: Some 11.1 million migrants from unknown origins or with unknown development levels are assumed to come from developing origins.

SOURCE: UNDESA; World Bank; McKinsey Global Institute analysis
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Exhibit 3
The majority of migrants have moved from developing to developed destinations

Migrants by region of origin and destination, 2015
Million
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1 Covers 232 countries based on UNDESA. The total by origin does not sum to the 247 million estimated global migration figure because approximately
10.9 million migrants are of unknown origin.

2 Developed countries are “high income” and developing countries are “upper-middle income” or lower as defined in the World Bank 2017 fiscal year levels.
These income levels are based on 2015 (or latest available year) gross national income per capita. Countries with unknown income levels have been
classified as developing.

3 The Gulf Cooperation Council is a political and economic alliance of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

SOURCE: UNDESA; World Bank; McKinsey Global Institute analysis
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of the world’s
migrants are
originally from
developing
economies

of the world’s
migrants live in the
top ten destination
countries

Roughly 80 percent of the world’s migrants originally hail from developing regions. All of
these regions contribute significantly to the phenomenon of global migration. The top three
origin regions are developing Latin America, which contributes approximately 18 percent of
global migrants, developing Eastern Europe and Central Asia (16 percent), and the Middle
East and North Africa (14 percent).

Emigration is widely dispersed, with substantial numbers of emigrants hailing from multiple
countries across these regions. India, Mexico, and China are the leading sources of
migrants, but outside of this small group, no single country of origin accounts for more than
3 percent of migrants worldwide (Exhibit 4).2* The top 20 countries together account for less
than 50 percent of the world’s migrants.

The exodus from some countries, however, can be substantial as a proportion of their
population. The number of emigrants exceeds 10 percent of the population for 95 countries
of origin. The proportions are especially high for countries currently or historically in conflict.
The number of Afghan expatriates living in other countries equals 15 percent of the country’s
population, and the share who have left Syria is 27 percent of the population, a reflection of
the country’s descent into chaos. But this is not the norm. For most countries or regions of
origin, emigrants represent less than 10 percent of the population.

While migrants do move across long distances, more than 60 percent of global migration
consists of people moving to neighboring countries or to countries in the same part of the
world. In fact, nine of the top ten corridors, including Mexico to the United States, connect
neighboring countries. At the regional level, the most heavily traveled corridor is from
developing Latin America to North America.

While migrants come from all corners of the globe, their destinations are more concentrated.
Five regions—Western Europe, North America, the Gulf Cooperation Council states (GCC),
Oceania, and developed nations in East and Southeast Asia—have collectively attracted

87 percent of cross-border migrants moving to developed destinations. These regions
account for nearly all of the growth in the developed world’s immigrant totals between 2000
and 2015.

The world has a clear set of leading destination countries, with the top ten accounting for
60 percent of the growth in the total migrant population since 2000. These nations are
home to 126 million migrants, or 51 percent of the global total as of 2015. In sheer numbers,
the United States tops the list of destinations. In 2015, it was home to some 47 million
immigrants, or 19 percent of the world’s total migrant population.

Immigrants account for a large share of the population in some countries, particularly in
the GCC. They make up 88 percent of the population in the United Arab Emirates and
roughly three-quarters of the population in Qatar and Kuwait. In North America, 22 percent
of Canada’s population is made up of immigrants. Western Europe also has a number

of countries with significant shares of immigrants, including Austria (18 percent of the
population), Sweden (18 percent), Ireland (16 percent), Germany (15 percent), the United
Kingdom (13 percent), and Italy (10 percent).

24 Russia appears as the third-highest country of origin in UN statistics, but the high number of migrants in
Russia and many post-USSR states is largely attributable to migration during the Soviet era. After the breakup
of the USSR in 1990, many people who had moved within the union were reclassified as migrants after the
redrawing of national borders. Given that the stock number has been stagnant over the past 25 years, we
consider Russia to be an outlier.

People on the move: Global migration’s impact and opportunity



Exhibit 4

India is the top origin country, and the United States is the top destination

The top 10 migrant origins and destinations
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SOURCE: UNDESA; World Bank; McKinsey Global Institute analysis
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MIGRANTS ARE A GROWING DEMOGRAPHIC FORCE IN MAJOR DESTINATION
REGIONS AND A SIGNIFICANT DRIVER OF URBAN GROWTH
Migration is replacing fertility as the primary driver of population growth in key developed
regions worldwide. Immigrants accounted for 87 percent of Western Europe’s population
growth between 2000 and 2015, for example (Exhibit 5). Since 2000, growth in the total
number of migrants in developed countries, which has averaged 3.0 percent annually, has
significantly outstripped the 0.6 percent annual rate of population growth.

First- and second-generation migrants constitute a major share of the population in the
developed world. Today, first-generation immigrants make up 13 percent of the population in
Western Europe, 15 percent in North America, and 48 percent in the GCC countries. When
immigrants put down permanent roots, the effects of their presence are amplified as they
have children. Global data on second-generation immigrants are limited, but they make up

9 percent of the young adult population (ages 15 to 34) in Western Europe and 13 percent of

this age group in North America.

Exhibit 5
Migration is a key driver of population growth in most developed regions

Population increase by region, 2000-15
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SOURCE: UNDESA; World Bank; McKinsey Global Institute analysis
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As a result, migration has already transformed the demographic mix in leading destination
countries, and its current trajectory points toward an even bigger impact in the future.

One study projects that by 2065, immigrants and their children will constitute 36 percent
of the US population.? The arrival of new immigrants, including groups with higher fertility
rates, is offsetting the effects of rapidly aging populations in some advanced economies.
According to Eurostat projections, migration will increase the European Union’s population
by 3.4 percent by 2050 (an increase of roughly 17 million people), heading off what would
otherwise be an 8 percent decline in a scenario with no migration.?®

Once they arrive in their destination country, migrants overwhelmingly remain in cities,
where they have become significant drivers of urban population growth. Some 92 percent of
immigrants in the United States live in urban areas, as do 95 percent in the United Kingdom
and Canada, and 99 percent in Australia. In cities, they are more likely to gain a foothold by
joining large communities of fellow immigrants—communities where they can find not only a
familiar language but also support networks that can connect them with services and jobs.

Major global cities have large international communities. For example, in the United States,
immigrants make up 31 percent of the population in New York City and nearly 40 percent
in Miami. In Australia, immigrants represent 38 percent of the population in Melbourne and
42 percent in Sydney (Exhibit 6).

Exhibit 6

In major cities of the developed world, migrants make up a significant portion of the population
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1 The definition of “urban area” is not consistent across countries and is dependent on data source.
2 National average is based on 2015 UN data; all other data are based on most recent available (Australia, United Kingdom, United States, 2011; France,

Germany, 2012).

SOURCE: US, German, and Australian local government censuses and surveys; Eurostat; McKinsey Global Institute analysis

% Modern immigration wave brings 59 million to US, driving population growth and change through 2065, Pew

Research Center, September 2015.
% From Eurostat population projections, available at http://ec.europa.eu/eurostat/web/population-demography-

migration-projections/population-projections-data.



Foreign-born share
of the labor force in
Oceania

Moreover, immigrants in cities around the world have helped to fuel population growth

and economic growth. Previous MGl research on urbanization has found that expanding
populations have been the primary driver of rapid GDP growth in major cities.?” Migrants
have fueled a significant portion of this trend in urban areas around the world. In North
America, for example, migrant inflows produced almost one-third of the overall population
increase from 2000 to 2015; in the GCC, two-thirds of population growth in this period came
from migrants. In the 1970s, New York City was in crisis—on the brink of bankruptcy and in
the midst of a 10 percent population decline. However, immigrants helped to stabilize the
city, reversing the population decline, moving into neighborhoods where natives were more
reluctant to live, and strengthening the property tax base. Immigrants also had a lower crime
rate than native-born residents.?® An influx of immigrants doubled Dubai’s population during
its period of rapid growth between 1995 and 2005. These new arrivals filled labor gaps
across all major occupations, and today 96 percent of the city’s labor force is foreign-born.

The close proximity of multiple ethnicities gives the world’s most global cities a remarkable
degree of diversity. Some 140 languages are spoken in Toronto, for example, where

12 percent of the population is South Asian and 11.4 percent is Chinese. In addition to its
many Mexican and Central American immigrants, Los Angeles is home to a large Iranian
diaspora and a Koreatown neighborhood whose population exceeds 100,000. But the
arrival of new immigrants can also lead to tensions as more established groups see the
character of their neighborhoods changing. Cities, as we will discuss in greater detail in
Chapter 3, are most affected by the challenges of immigration—but they are also at the
forefront of delivering solutions that can lead to successful integration.

In addition to constituting a large portion of the population, immigrants make up a
substantial share of the labor force in the major destination regions. Foreign-born workers
represent 28 percent of the labor force in Oceania, 18 percent in North America, and

14 percent in Western Europe.

Notably, immigrants account for an even higher share of growth in the labor force in many
countries. This is an important factor for aging societies, since an expanding workforce is
one of the key drivers of economic growth. Between 2000 and 2014, migrants contributed
40 to 80 percent of labor force growth in the top destinations. For example, immigrants
contributed approximately 37 percent of labor force growth in the United States, 42 percent
in Canada, 48 percent in the United Kingdom, and 45 percent in Spain (Exhibit 7).

Female migrants play an important role in labor markets worldwide. In OECD destinations,
they are just as likely to be medium- or high-skill as male migrants. In 2010, roughly

69 percent of women immigrating to OECD countries were either high- or medium-skill,
compared with 67 percent of male migrants in these destinations and 67 percent of
female natives.

As the labor market has become more global, many countries have come to rely on
foreign workers to fill occupational shortages. In Saudi Arabia, for example, approximately
eight million foreign workers account for almost a third of the country’s population and a
remarkable 85 percent of its labor force. In this case, they provide physically demanding
labor in sectors such as construction, where nine out of ten workers are foreign-born.
They also fill gaps in fields that demand a high degree of education and professional
training. Some 200,000 health specialists from abroad constitute two-thirds of all health

27 Urban world: Mapping the economic power of cities, McKinsey Global Institute, March 2011.
2 Immigration and New York City: The contributions of foreign-born Americans to New York’s renaissance,
1975-2013, Americas Society/Council of the Americas, April 2014.

People on the move: Global migration’s impact and opportunity



professionals in the country, including 82 percent of doctors, 74 percent of nurses, and
84 percent of pharmacists.?®

Migrants not only make up a significant share of the labor force but also account for much of its growth
in the top destination countries

Number of migrants
in labor force, 2014
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SOURCE: Government labor force surveys, Eurostat; OECD; UNDESA; Gulf Labor Markets and Migration report; McKinsey Global Institute analysis

In the United States, 41 percent of farm laborers and supervisors are migrants. One study
found that when the number of farmworkers immigrating to the United States declined
sharply between 2002 and 2012, the resulting labor shortage reduced output in the
agricultural sector by some $3.1 billion annually.®® (Chapter 2 contains a detailed discussion
of how immigrants affect the labor market and the prospects of native-born workers in
destination economies.)

Beyond first-generation immigrants, their children—who already account for 13 percent of
the young adult population (ages 15 to 34) in North America, 9 percent in Western Europe,
and 24 percent in Oceania—will form a substantial share of the labor force of the future.
This could be a critical factor for developed economies where aging populations raise the
possibility of dampened growth and unsustainable pensions. In multiple countries, the

2 Saudi Arabia beyond oil: The investment and productivity transformation, McKinsey Global Institute,
December 2015.

30 Stephen G. Bronars, A vanishing breed: How the decline in US farm laborers over the last decade has hurt
the US economy and slowed production on American farms, Partnership for a New American Economy,
July 2015.



presence of migrants is lowering old-age dependency ratios and bolstering the viability of
pension plans (see Chapter 2 for more on this).

For the purposes of this report, we look at two primary types of migrants: voluntary
migrants, and refugees and asylum seekers. Voluntary migrants are those who move from
one country to another by choice, often to pursue economic opportunities. Refugees and
asylum seekers are those who are compelled to flee to another country.®' Such flows are
part of a broader phenomenon of forced migration, which refers to the movement of people
under some form of coercion.®? These categories are based on the underlying motivation
or cause that spurs migrants to move to another country, though the line between these
categories is often blurred. Some “voluntary” migrants may in reality be fleeing economic,
social, or physical hardship in their country of origin, while even those who are fleeing
conflict are exercising some degree of agency through the very act of leaving their home
and moving to a specific destination.®® These broad distinctions may not be airtight, but they
are useful as they help characterize the circumstances surrounding the arrival of migrants,
their legal status, the assets and networks they may possess, and the challenges they face
in assimilating.

Refugees might be the face of migration in the media, but the vast majority of the world’s
migrants—about 222 million, or more than 90 percent—have moved across borders
voluntarily.®* These voluntary flows are typically shaped by the entry policies set by
destination countries and can be adjusted based on quotas, types of visas offered, and the
selectivity applied to applications. Voluntary migrant flows are usually gradual, placing less
stress on logistics and the social fabric of destination countries than forced migration. Most
voluntary migrants are working-age adults, a characteristic that helps to raise the share of
the population that is economically active in destination countries.

31 MGl uses definitions and data from the United Nations High Commissioner for Refugees (UNHCR) to
distinguish between voluntary migrants, and refugees and asylum seekers. The UNHCR defines asylum
seekers as individuals who have sought international protection and whose claims for refugee status have
not yet been determined, irrespective of when they may have been lodged. The UNHCR defines refugees in
accordance with the 1951 Convention on the Status of Refugees, which states that a refugee is “a person
who owing to a well-founded fear of being persecuted for reasons of race, religion, nationality, membership
of a particular social group or political opinion, is outside the country of his nationality and is unable or, owing
to such fear, is unwilling to avail himself of the protection of that country; or who, not having a nationality and
being outside the country of his former habitual residence as a result of such events, is unable or, owing to
such fear, is unwilling to return to it.” The UNHCR uses prima facie evidence to identify refugees, i.e., the
determination of who constitutes a refugee is made on the basis of readily apparent, objective circumstances
in the country of origin. The International Organization for Migration (IOM) adopts the same definition for
refugees as the UNHCR, but defines an asylum seeker as “a person who seeks safety from persecution or
serious harm in a county other than his or her own and awaits a decision on the application for refugee status
under relevant international and national instruments.”

%2 The data on forced migration in this report refer only to refugees and asylum seekers as defined by the
UNHCR, although we acknowledge that they are not the only forced migrants. The decision to grant refugee
status is often political, and many people fleeing conflict do not fit the legal definition of a refugee. The IOM,
for example, defines forced migration more broadly as “a migratory movement in which an element of
coercion exists, including threats to life and livelihood, whether arising from natural or man-made causes
(e.g., movements of refugees and internally displaced persons as well as people displaced by natural or
environmental disasters, chemical or nuclear disasters, famine, or development projects).” However, due
to data availability, MGl takes global estimates and definitions of refugees and asylum seekers from the
UNHCR. Irregular migration is therefore also not addressed in this category, unless already contained within
UNHCR estimates.

% For a summary of the theoretical literature on this point, see Marie McAuliffe and Dinuk Jayasuriya, “Do
asylum seekers and refugees choose destination countries? Evidence from large-scale surveys in Australia,
Afghanistan, Bangladesh, Pakistan and Sri Lanka,” International Migration, IOM, 2016.

34 We estimate the total population of voluntary migrants by subtracting official estimates of refugees and
asylum seekers (as defined by the UNHCR) from global migrant stock numbers. We assume the two groups
are mutually exclusive from a data perspective, even though this distinction is not so clear-cut in reality. See
footnotes 31 and 32 for definitions of these terms.
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Refugee flows are smaller than voluntary flows, but because they occur in response to
humanitarian crises, they are unplanned and result in large spikes of migration within short
time periods. They often necessitate enhanced security and border control in addition to
other logistical challenges for the destination countries. Forced migrants tend to be less
heavily skewed toward those of working age than voluntary migrants, given that people of
all ages are often compelled to flee in the face of conflict. By the end of 2015, there were
about 24 million cross-border refugees and asylum seekers worldwide, comprising about
21 million refugees and three million asylum seekers.

The term “refugee” is strictly defined under the terms of the 1951 Convention on the Status
of Refugees as those fleeing persecution based on race, religion, national origin, political
opinion, or membership in a social group. When someone meeting that definition arrives

in another country, that individual can request asylum. If the application is approved, the
person attains refugee status, which means that the destination country is required under
international law to provide asylum and grant the refugee the same rights of free movement
as any other legal foreign resident. As a result of this system, many countries actively try to
prevent asylum seekers from crossing their borders so they cannot request refugee status.

It should be noted that the narrow legal definition of who constitutes a refugee excludes
many who flee their home countries due to war and other types of violence, natural
disasters, famine, or abject poverty. This critical distinction is sometimes invoked when
countries wish to draw a hard line between those who are granted safe haven and those
who are denied refugee status. Thro