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FOREWORD

When people migrate, they carry little more than 
the clothes on their backs, leaving behind fami-
ly, friends, and their previous life. Yet, even in the 
greatest adversity, migrants hold onto their most 
valuable assets – knowledge, talents, and the drive 
to build anew. 

With the right conditions, those skills allow mil-
lions of migrants worldwide to start over and en-
rich their host communities, both socially and eco-
nomically, with their work and culture.

In Latin America and the Caribbean, however, for-
mal employment is already a hurdle, making the 
labor inclusion of the migrant population a com-
plex challenge. On top of the difficulties that la-
bor inclusion implies for native workers, migrants 
must also overcome administrative, legal, social, 
and cultural obstacles that often hinder a full so-
cioeconomic integration, which would allow them 
to contribute to the full extent of their abilities. 

This analysis by the Migration Unit and the Labor 
Markets Division of the Inter-American Develop-
ment Bank (IDB) offers guidance for regional gov-
ernments to enable labor migrant integration in a 
mutually beneficial way. 

The task is vast. As the document details, labor 
indicators across the region present major chal-
lenges. Considering the current migratory flows, 
where humanitarian crises drive migration in dif-
ferent countries in the region, the goal of labor in-
tegration seems distant.

Nonetheless, the potential of labor inclusion of mi-
grants in the labor markets of their host countries 
can not only boost their full socioeconomic inte-
gration, but also contribute to the economic and 
social development of the recipient countries.

With proper strategies and resources, migration 
can aid regional growth. As some IDB support-
ed initiatives demonstrate and different regional 
experiences show, it is possible to achieve an in-
tegration of the migrant population that benefits 
everyone, contributing to the development of our 
region.

Laura Ripani
Chief, Labor Markets Division

Felipe Muñoz
Chief, Migration Unit

Inter-American Development Bank
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1. INTRODUCTION

1 Extraordinary regularization programs are processes that only apply for a limited time and are normally adopted through admin-
istrative decrees or orders. As other regularization, extraordinary regularizations are a tool used by countries to grant temporary 
residence permits to migrants without regular migratory situation.

Intra-regional migration in Latin America and the 
Caribbean (LAC) has grown exponentially in the 
last eight years, creating ripple effects in the re-
gion. Over 7.7 million Venezuelans have left the 
country, with around 6.5 million residing in else-
where in LAC (R4V, 2023). Migration to and from 
Central America is also increasing. In 2022, almost 
87,000 migrants requested asylum in Costa Rica 
and 198,000 migrants returned to northern Cen-
tral America from the United States and Mexico 
(IADB, 2023). Moreover, to August 2023, over 
330,000 migrants have crossed the Darien Gap 
in 2023, and there were over 2 million encounters 
with US Border Control at the US-Mexico border 
during the 2022 fiscal year. 

Migratory flows initially pressured receiving coun-
tries’ public finances and presented political and 
policy challenges. Since 2018, as extraordinary 
regularization programs granted migrants regular 
status, migrant populations became eligible for 
among others, health care and education services, 
potentially straining national and local govern-
ments.1 However, the fiscal deficits that rose due 

to the acute influx of migrants are forecast to nar-
row as immigration crises shift from urgent crises 
to permanent settlements that bring positive mid-
term and long-term economic and social opportu-
nities for the receiving countries. 

Many of the inter-regional migrants plan to settle 
in their receiving countries. Most Venezuelan mi-
grants plan to settle in their receiving countries 
(Ibanez et al., 2022; Bandiera et al., 2023; Cruces 
et al., 2023). Given migrants’ advantageous char-
acteristics, settling in their receiving countries 
can be seen as an opportunity to promote the re-
gion’s economic growth. For instance, Venezuelan 
migrants are younger and have higher education 
levels and labor force participation rates than their 
native counterparts (IDB, OECD, UNDP, 2023). 
Similarly, Haitian and Nicaraguan migrants and 
refugees can fill labor supply shortages in agricul-
ture and care jobs in Chile and Costa Rica. Howev-
er, immigration’s full economic and social benefits 
can only be reached by strengthening migrants’ 
labor market integration (Blyde et al., 2020; ILO, 
2018).



2. MIGRANT'S 
LABOR  

INTEGRATION
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2. MIGRANT’S  
LABOR INTEGRATION

Given the increased intra-regional migration in 
LAC, measuring labor market integration is cru-
cial to understanding the economic and social 
dynamics at play. A comprehensive measure of 
labor integration requires accounting for several 
dimensions and each metric for the foreign-born 
should be measured relative to the native-born. 
The labor force participation rate of migrant pop-
ulations, which is the share of migrants aged 15-64 
in the labor force, provides insights into migrants’ 
willingness to work. Likewise, the unemployment 
rate among migrants allows for a better under-
standing of why they may be finding it difficult to 
find a job if they want to work. In addition, given 
the regional prevalence of informal employment 
arrangements, gauging the extent of migrants’ 
involvement in the informal labor market, in the 
sense that workers do not accrue contributions to 
social security, is crucial in assessing their integra-
tion. This is of particular importance to ensuring 
that migrants have access to jobs that offer social 
security benefits. Examining each group’s wage 
levels and income distribution can shed light on 
potential disparities between native workers and 
migrants, offering valuable insights into the eco-
nomic assimilation process. However, labor mar-
ket integration should not be limited to finding 
any employment or even any formal employment. 
Instead, adequate labor integration requires se-
curing employment in occupations that match 
migrants’ highest qualifications in industries that 
offer opportunities for upward labor mobility. An 
adequate labor integration strategy necessitates 
the formal placement of a former plant manager 
into a managerial role within a production plant, 
rather than hiring them as an operator. Likewise, 
it requires a former doctor to be employed as a 
physician in a hospital rather than a nurse or a 
technician. 

I. How Do We Measure Labor  
Integration?

Building on the above-mentioned discussion, we 
define an adequate job as one situated within the 
formal sector that pays a sufficient income, pro-
vides social protection for both workers and their 
families, offers prospects for personal develop-
ment, and grants migrant workers the same rights 
as native workers. Our definition of an adequate 
job is, thus, closely related to the definition of de-
cent work used by the International Labor Organi-
zation (ILO).2 However, adequate integration into 
the receiving country’s labor market also requires 
allocative efficiency: it requires that migrant work-
ers are employed in the jobs where they can be 
most productive in terms of jobs that best use 
their human capital, a mix of education and skills. 
By matching migrant workers to optimal jobs, ad-
equate labor integration increases the country’s 
total economic output, benefiting native and mi-
grant populations.3 

Sections II and III delve into the myriad benefits of 
labor integration for migrants and recipient coun-
tries. By examining the advantages from various 
angles, we aim to provide a comprehensive under-
standing of how promoting the inclusion of mi-
grants in productive jobs in formal labor markets 
in LAC can positively impact migrants’ welfare and 
the welfare of host communities. For migrants, 
this integration opens up opportunities for higher 
wages, which, in turn, provide them with increased 
economic stability and an improved standard of 
living. Labor integration also grants migrants ac-
cess to health insurance and pension plans, there-
by offering the prospect of improved healthcare 
and financial security for their future. For receiv-
ing countries, migrants who work in formal jobs 
contribute to the country’s tax revenues. More-
over, their contributions to social security sys-
tems strengthen the sustainability of social safety 
nets. In addition, migrants working on jobs that 
match their skills are more productive, increas-
ing the recipient country’s economic growth and  

2 According to ILO, work is considered decent when it meets six conditions. First, it pays a fair income. Second, it guarantees a 
secure form of employment and safe working conditions. Third, it ensures equal opportunities and treatment for all. Fourth, it 
incorporates social protection mechanisms for workers and their families. Fifth, it offers prospects for personal development and 
encourages social integration. Sixth, workers are free to express their concerns and organize collectively.
3 When migrant populations work in their optimal jobs, the total surplus of the economy or the total welfare is larger than when 
migrant workers are placed in suboptimal jobs that don’t match their capabilities.
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development. As a result, the adequate integra-
tion of migrants enhances their well-being and 
fosters a mutually beneficial relationship wherein 
the country can harness the talents and potential 
of its diverse workforce, leading to a more pros-
perous and inclusive society. 

The following analysis divides the benefits of la-
bor market integration for migrants into two parts: 
tangible and intangible. Tangible benefits include 
concrete advantages such as higher wages, im-
proved access to healthcare, pension plans, and 
increased economic stability. Intangible benefits 
describe aspects such as the psychosocial value 
of employment and associated improvements in 
mental health, self-esteem, social connections, so-
cial cohesion, and overall quality of life. By exam-
ining these two categories of benefits separately, 
we aim to gain a comprehensive understanding 
of the multi-faceted advantages that migrants 
gain by being better integration into the recipient 
country’s labor force.

Obtaining adequate employment leads to higher 
wages and improved access to various social pro-
tections and benefits. These may include health-
care, the possibility to contribute to a retirement 
plan, unemployment benefits, and various oth-
er workplace entitlements. Formal jobs typically 
come with more predictable income streams, pro-
viding income stability and financial security to 
migrants. Moreover, with stable incomes, migrants 
can invest in education and save for unforeseen 
circumstances. Beyond the mechanical positive 
effects, obtaining adequate employment places 
migrants on a different employment trajectory. 
Because of this, the timely entry of new immi-
grants into adequate employment is crucial as the 
failure to do so can result in a persistent negative 
impact known as the ‘scar effect,’ which can sig-
nificantly affect the migrant worker’s career tra-
jectory (OIT, 2018). 

Although having access to adequate employment 
generates access to a wide range of social protec-
tions and benefits, it also generates obligations. 
Among them, accepting a formal job requires  

II. The Benefits to Migrants  
of Labor Market Integration 

Pecuniary Benefits

migrants to pay payroll taxes and contribute to 
cover health and retirement expenses. These pay-
roll taxes range from 10.7% to 44.5% in LAC, ac-
cording to Alaimo et al. (2017). Paying those con-
tributions may not provide migrants real benefits 
as they may not be able to receive pensions either 
in the receiving country or in their home country. 
Thus, providing access to adequate employment 
may not be sufficient to motivate migrants to take 
those jobs, especially if they are unaware of the 
formal employment wage premium.

To understand properly the costs and benefits of 
accepting an employment offer in the formal sec-
tor for migrant workers, it is important to note that 
many of the benefits of formal work only accrue 
after the worker contributes sufficient time to the 
social security system. For example, a worker typi-
cally can only retire with a pension after contribut-
ing ten years or more (depending on the country). 
In some countries, when a worker contributes to a 
pension system without reaching the requirement 
for a pension, the worker receives their contribu-
tions in a lump sum payment, often with a zero or 
negative real return. In other countries, the worker 
receives absolutely nothing in return for their con-
tributions. Given that migrant workers will often 
spend only part of their working life in the receiv-
ing country, migrant workers are particularly sus-
ceptible to situations where their social security 
contributions do not translate into tangible bene-
fits. Since migrants tend to be far from retirement 
age, it might appear that these concerns are more 
applicable to the future than the present. Howev-
er, the fact that migrants anticipate that their con-
tributions will be wasted could affect their labor 
decisions today.

The Caribbean sub-region has advanced substan-
tially in the portability of social security benefits. 
The Caribbean Community (CARICOM) Agree-
ment on Social Security aims to harmonize Mem-
ber States’ social security legislation. Workers and 
their dependents registered in one of the ratify-
ing Member States are entitled to benefits paid by 
the social security schemes in the countries where 
they have contributed but with some limitations. 
The benefits covered by the Agreement include 
contributory pensions for invalidity, disability, old 
age, and death and survivors’ benefits (Caricom, 
2010). The LAC region as a whole may consider 
advancing along these lines to ensure the equita-
ble treatment of migrants in their social security 
systems.
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BOX 1. Flexible Rules on Social Security and Pensions Benefits Migrant Workers 
and Host Countries

The significant shares of informality that pre-
vail in LAC, together with a restrictive labor 
regulation model in destination countries, 
can discourage migrant workers from seeking 
employment in the formal labor market. The 
informality cycle is also boosted by migrants’ 
networks that facilitate finding employment 
opportunities in this sector. Working in the 
informal labor market allows migrant workers 
to meet basic needs and, sometimes, even 
send remittances to their countries of origin 
without incurring the costs and bureaucratic 
processes of being part of the formal labor 
market (Levinson, 2005).

The decision to enter the formal market in-
cludes a complete assessment of the wage 
conditions, the tax contribution regime, and 
the possibility of enjoying the same rights as 
native workers, such as accessing retirement 
pensions. Therefore, an important compo-
nent in the decision to accept a job in the 
formal sector is the existing limitations on 
access to social security benefits such as 
pensions. This highlights the importance of 
addressing pension access for migrant work-
ers, as it provides insights into the incentives 
for choosing between formal and informal 
employment.

The rules and conditions for accessing pen-
sions and social security depend on interna-
tional agreements ratified by States and their 
national legal frameworks. Overall, social 
security entitlements, particularly concern-
ing pension flexibility in the LAC region, are 
highly variable and depend on the rules for 
access established according to different na-
tionalities. While there is limited comparative 
data accessible regarding social security sys-
tems in the LAC region, the primary finding is 
the significant diversity in legal frameworks. 

In conclusion, ensuring social security rights 
and generous access to pensions regardless 
of nationality is a crucial step toward suc-
cessfully integrating migrant workers into the 
labor market. From a bottom-up approach, it 
will benefit migrant workers by giving them 
a sense of safety and financial security, im-
proving their quality of life in destination 
countries and psychosocial well-being (Betts 
and Sterck, 2022). Counting on the materi-
al exercise of these rights can enhance their 
work performance, resulting in contributions 
across multiple sectors that drive econom-
ic growth. On a top-down approach, states 
may also find incentives to reform their legal 
framework into a more adaptable one, as it 
constitutes a potent instrument for guaran-
teeing income security, poverty, and inequal-
ity reduction, and the advancement of social 
inclusion and dignity (Hirose, Nikacˇ and Ta-
magno, 2011), especially in the LAC context 
where intraregional migration has increased 
and become more dynamic.

 » In several instances, countries have rat-
ified both international multilateral and 
bilateral agreements on the subject 
and have implemented the established 
conditions under their national frame-
works. These regulations are advanta-
geous for migrant workers as they can 

retire or transfer their pensions to their 
home countries in the same or better 
conditions than natives. Unfortunately, 
these rules are not necessarily stan-
dardized in all countries nor target the 
same nationalities.

 » In other countries, the possibility of re-
tiring or transferring pensions depends 
only on their social security legislation 
and the specific right-holders they in-
clude. For example, there are dispo-
sitions opened for “everyone” or with 
an explicit reference to “foreigners”, 
offering avenues to safeguard the so-
cial security rights of migrant workers 
in similar ways as natives. 

 » Finally, there are some countries that 
have not signed any kind of interna-
tional agreement nor have national 
dispositions integrating migrants into 
the social security system. This lack of 
commitment increases migrants’ vul-
nerability and undermines the impor-
tance of ensuring fair and equitable ac-
cess to social security benefits.
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Beyond providing a necessary source of income, 
employment holds profound significance for in-
dividuals’ well-being. This holds true for both  
foreign-born and native workers, as they derive 
substantial psychosocial benefits from employ-
ment. However, the psychosocial value of em-
ployment becomes especially noteworthy in the 
context of forced migrants and refugees, who 
often fled their home countries under traumatic 
circumstances and possess limited financial and 
social resources in their recipient nations. For this 
demographic, formal employment may take on 
particular importance, serving as a pivotal mean 
to establish a foundation in the recipient country.

Being employed, and thus having a stable source 
of income, reduces poverty which has been shown 
to tax the mental and emotional bandwidth need-
ed to think through consequential decisions (Ba-
nerjee and Mullainathan, 2008; Mullainathan and 
Shafir, 2013). Having a job also determines an indi-
vidual’s beliefs of what they can achieve, influenc-
ing their hopes, aspirations, confidence, and per-
ceptions of self-efficacy (Banerjee Niehaus and 
Suri, 2019; Banerjee and Duflo, 2012). Employed 
refugees are also less risk-averse Hussam (2022) 
and, although refugees’ increased risk tolerance 
is not necessarily positive, it is likely to be a re-
flection of better underlying conditions such as 
optimism, trust, and individual’s locus of control 
or their belief about the extent to which they can 
control events and outcomes in their life (Cobb-
Clark et al. 2022). Therefore, integrating migrants 
into the local labor markets may be instrumental 
to their integration into the receiving countries 
community. 

Increasing employment also has the potential to 
reduce the incidence of depression and, thus, fur-
ther benefit migrant individuals. In Bangladesh, 
employment opportunities increased the cogni-
tive function, measured through an index of mem-
ory and basic arithmetic tests, of refugees living in 
camps (Hussam 2022). As explained by Hussam, 
the improvements in cognitive function are un-
likely to come from higher levels of employment. 
Instead, being employed has been linked to lower 
levels of depression, leading to improvements in 
cognitive function (Semkovska et al., 2019). This 
effect is meaningful in the Latin American con-
text, as depression rates are high among Venezu-
elan migrants and refugees. For instance, 23.5% 

Nonpecuniary Benefits of Venezuelans in the Dominican Republic are at 
least moderately anxious, and 21.6% are at least 
mildly depressed, which is between four and six 
times the prevalence among Dominicans (Band-
iera et al., 2023). Likewise, 7.1% of Venezuelan mi-
grants in Colombia without regular status report-
ed experiencing symptoms of severe anxiety or 
depression (Ibanez et al., 2022). This is not limited 
to Venezuelan migrants as ASIES and KAS (2022) 
explain that poor mental health is among the main 
challenges for social reintegration among return-
ees in Central America. 

Finally, beyond the psychosocial value of employ-
ment, working on a formal job — and earning a 
higher wage — also benefits migrants’ children 
and society. This is because having grown up in an 
environment with lower economic resources leads 
to higher crime levels and poorer schooling out-
comes for migrant children (Andersen et al., 2019).

In many LAC countries, segments of the native 
population question the benefits of the labor-in-
tegration of migrants. Particularly among those 
countries in the region that received the highest 
migratory flows in the past five years, less than 
45 percent of the population agrees with a policy 
of receiving migrants (World Value Survey 2005-
2020; Latinobarómetro 2020). Similar to senti-
ment in the United States and Europe, 59 percent 
of Latin Americans believe that immigrant work-
ers will compete for their jobs (Latinobarómetro 
2020). The political discourse surrounding the im-
pact of migrants on labor markets and the idea 
that migrants displace native workers is strong 
throughout the region.4

Despite the concerns mentioned above, the lit-
erature that studies the impact of immigrants on 
natives’ labor market outcomes has found zero or 
small effects on natives’ average wage and em-
ployment level (Blau and Mackie, eds, 2016; Blyde, 
2020; Clemens and Hunt, 2017; Kerr and Kerr, 
2011). There may be, however, differences in the 
impact of immigration on natives’ wages and em-
ployment levels depending on natives’ (and im-
migrants’) initial skills. For example, in the United 

III. The Benefits to Recipient 
Countries of Adequately  
Integrating Migrants into  
the Labor Market

4 For further information on perceptions toward migrants in Latin America and The Caribbean, consult the IDB Migration Unit 
Public Perceptions Laboratory on Migration at: https://laboratoriomigracion.iadb.org.

https://laboratoriomigracion.iadb.org/
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Kingdom, between 1997 and 2005, when immi-
grants were on average better educated than na-
tives, Dustmann et al. (2023a) find that the overall 
wage effect of immigration is slightly positive, but 
there are differences along the income distribu-
tion. Specifically, immigration depressed wages at 
the bottom of the income distribution (below the 
20th percentile) but wages increased in the upper 
part (above the 40th percentile). 

Among other factors, the effect of immigration 
on the labor market outcomes of natives varies 
depending on the degree of complementarity or 
substitutability of skill sets between migrants and 
natives (Blyde, 2020a). In the extreme case, when 
immigrants have the exact same skills as natives, 
and these new arrivals increase the labor supply, 
depressing native employment rates and overall 
wages. In contrast, when migrants and natives are 
complements (or imperfect substitutes), the new-
comers have capabilities that complement native 
workers or possess skills that the native-born lack. 
In this scenario, the immigrants’ entry into the 
workforce increases the demand for natives’ skills, 
potentially lifting natives’ employment, and wag-
es. It is, however, important to take into account 
skill-downgrading, as its existence affects the rate 
of substitutability among native- and foreign-born 
workers of particular skill sets and can make some 
groups particularly vulnerable to migration shocks 
(Lebow, 2023). 

In Latin America, some evidence suggests that 
low-skilled native workers may be particularly af-
fected by immigration. In Chile, between 2011 and 
2017, immigrants have, on average, one more year 
of schooling than their native-born counterparts. 
However, migrant workers are usually employed 
in sectors with predominately low-skilled jobs.5 
Moreover, there is evidence that suggests that 
migrants downgrade their skills or quickly accept 
jobs even when they are overqualified for these 
positions (Blyde et al., 2020). Unsurprisingly in 
this context, Contreras and Gallardo (2020) find 
that immigration reduced the wages of low-skilled 
men, but there is no evidence of a negative effect 
among high-skilled native workers. However, as 
there is evidence that skill downgrading declines 
over time (Dustmann et al., 2016), it is reasonable 
to expect the pressure on low-skilled natives to 
decline and the negative effect on natives’ em-
ployment conditions to disappear over time.

Similarly, in Ecuador, Olivieri et al., (2020) find 
that up until 2019, there was no discernible nega-
tive impact on natives’ overall labor market partic-
ipation or employment levels stemming from the 
arrival of 0.4 million Venezuelans. However, the 
authors did find evidence indicating that, in the 
short term, the employment prospects of young 
and less-educated natives deteriorated due to the 
influx. This evidence suggests that, much like the 
situation in Chile, natives employed in sectors and 
occupations that experienced a greater influx of 
migrants were more susceptible to the effects of 
their arrival.

In a similar vein, Santamaria (2020) conducted re-
search on the impact of the Venezuelan influx into 
Colombia. Her findings suggest that this influx had 
minimal effects on average wages within both the 
formal and informal sectors. Additionally, Santam-
aria (2020) precisely estimated no discernible im-
pact on the employment levels of native workers. 
Yet the study did reveal some evidence of a slight 
negative effect among native workers employed 
in occupations where migrants entered in dispro-
portionate numbers. This finding is consistent with 
the results obtained by Tribin-Uribe et al., (2020), 
who reported no effect on overall employment 
but did identify a minor negative impact on labor 
market participation. 

Overall, consistent with the consensus in the liter-
ature, the evidence from Latin America suggests 
that immigration does not affect native’s average 
level of employment or wages. The literature also 
suggests that some groups — those with skills 
that closely match immigrants or those working 
in the sectors and occupations where immigrants 
disproportionately find jobs — can be negatively 
impacted. For example, Tribin-Uribe et al., (2020) 
find that early Venezuelan migrants in Colombia, 
who migrated to the country prior to the migra-
tory crisis, bore the brunt of the impact caused by 
the later inflow of Venezuelan migrants. 

Immigrant workers also impact natives different-
ly depending on their gender. For instance, Blyde 
(2020) finds evidence of heterogeneous effects 
in Costa Rica. Using data between 2010 and 2018, 
when Nicaraguan immigration increased from 6.13% 
to 7.0%, the author finds that immigration reduced 
low-skilled native workers’ employment. However, 
the inflow of Nicaraguans had a positive impact on 
high-skilled women’s employment and wages. We 
explore this relationship in more detail in Box 2. 

5 Contreras and Gallardo (2020) note that half of immigrants in Chile work in four sectors: Whole-sale and retail commerce, hotels 
and restaurants, real estate, and domestic work in private homes.
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BOX 2. Female Migration and Native Women’s Labor Supply

Integrating migrant-paid domestic labor into 
the economic landscape may be an under-
appreciated yet transformative facet of mi-
gration. International evidence underscores 
that domestic workers shoulder the respon-
sibilities of care work and household chores 
that would otherwise remain unpaid (GDLab, 
2023). Labor migration, particularly of “low-
skilled” workers, tends to be highly gendered, 
with male migrants going mainly into the 
construction, agricultural, and manufactur-
ing sectors and female migrants concentrat-
ing in service occupations such as domestic 
work (ILO, 2016). In Colombia, for instance, 
20% of migrant women who are employed 
work in tasks related to cleaning or care ser-
vices. Migrant men, however, are much less 
likely to work on related tasks. Only 6% of 
foreign-born males work in this type of task 
(GEIH, 2021). In Argentina, the gap is even 
wider. While 33% of occupied migrant wom-
en work in cleaning and care services, this 
proportion is only 0.8% for migrant males 
(CASEN, 2020). 

Paid domestic labor leads to substituting 
unpaid labor and, in turn, expanding natives’ 
supply of work. This mechanism is usually 
called, among academic studies, the Home 

and personal services channel. The mechanism 
works through two phases. First, by shifting the 
Domestic Labor Landscape, previously uncom-
pensated household chores and caregiving 
tasks turn into remunerated work. Second, by 
offloading domestic responsibilities to paid do-
mestic workers, high-skilled women can redi-
rect their time toward employment opportuni-
ties, thereby increasing the supply of high-skill 
work. This channel can allow women who were 
previously working part time to allocate more 
hours to paid employment while curbing their 
involvement in unpaid care duties and enable 
women who were out of the labor market to be 
part of the labor force. 

Domestic workers, due to the distinctive na-
ture of their work conducted within private 
households, are vulnerable to labor exploita-
tion. Migrant domestic workers may be, in ad-
dition, vulnerable due to their lack of regular 
migratory status. Therefore, policymakers must 
recognize the role of paid domestic labor and 
apply labor legislation to domestic services to 
promote inclusive economic growth and gen-
der equity. Examples of labor standards that 
can help achieve decent work for domestic 
workers can be found in the Decent Work for 
Domestic Workers written by ILO in 2011.

While immigration has an immediate direct ef-
fect on the receiving country’s labor supply, im-
migration also generates secondary labor market 
adjustments. For instance, Foged and Peri (2016) 
found that the influx of refugees in Denmark dis-
placed a small group of low-skilled natives from 
their jobs. These displaced native workers then 
transitioned to occupations that demanded great-
er communication expertise, positively affecting 
native unskilled wages, employment, and occupa-
tional mobility. Although answering this question 
carefully goes beyond the scope of this techni-
cal note, more research is needed to determine 
whether natives in LAC also transitioned to occu-
pation requiring skills in which they were particu-
larly strong, thus positively impacting the demand 
for unskilled labor and increasing wages and em-
ployment level in the medium and long term. 

The discussion has focused on task specialization 
and how the complementarity of sustainability of 
native and foreign workforce determines the im-
pact of immigration. However, this is not the only 
channel through which migrants affect the recipi-
ent economy. The economy and the labor market 
respond to an inflow of migrants in at least seven 
ways: 

1.	 Demand for goods and services: The 
presence of migrants inherently stim-
ulates the demand for goods and ser-
vices, as the growing population natu-
rally seeks these essential commodities 
and amenities. For instance, when a 
substantial number of migrants move to 
a region, they may require housing, gro-
ceries, transportation, and healthcare 
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services, thereby increasing the demand 
for these goods and services. 

2.	 Home and personal services: Foreign- 
born workers, particularly foreign-born 
women, often contribute significantly 
to home and personal services, poten-
tially reducing the cost of these services 
for the general population. As noted by 
Cortes (2008), this can lead to increased 
participation of high-skilled female native 
workers in the labor force or an increase 
in their working hours. Her findings have 
been replicated by other studies such as 
Cortes and Tessada (2011) and East and 
Velazquez (2023) in the United States, 
and Hiller and Rodriguez Chatruc (2023) 
in the Dominican Republic.

3.	 Filling vacancies: Migrants can address 
previously unfillable job vacancies in 
LAC. There are opportunities to increase 
employment matches as migrants and 
refugees in the region are characterized 
by having higher education levels than 
natives, while firms report having issues 
recruiting skilled labor, as indicated by 
reports from the World Economic Forum 
(WEF, 2019) and the International Labor 
Organization (ILO, 2020).

4.	 Investment: The labor market also un-
dergoes transformations as new busi-
nesses emerge and existing ones expand 
their operations to accommodate the 
additional workforce. This expansion is 
facilitated by the willingness of (some) 
migrants to accept lower wages than 
their native counterparts, thus influenc-
ing investment dynamics (Ottaviano and 
Peri, 2008; Mahajan, 2021; Lee and Peri, 
2022; Bahar et al. 2023).

5.	 Specialization of labor: A notable im-
pact is observed in the specialization 
of native workers, who tend to focus 
on tasks where they possess compara-
tive advantages over their foreign-born 
counterparts. For example, in the Unit-
ed States and Europe, immigrant work-
ers often excel in jobs requiring manual 
skills, while native workers may upgrade 
their job roles to communication- 
intensive occupations that typically offer 

higher wages, as highlighted in research 
by Peri and Sparber (2009) and Foged 
and Peri (2016).

6.	 Knowledge transfer: International mi-
grants transfer knowledge, or “know-
how,” across countries which can gen-
erate economic growth. As explained by 
Hausman (2018), economies expand by 
diversifying their production portfolio 
with new products and services rather 
than merely increasing the output of ex-
isting ones. The key to achieving such di-
versification often lies in gaining access 
to knowledge and expertise. By relocat-
ing skilled individuals to new countries, 
migration generates the transfer of spe-
cialized knowledge into the existing skill 
sets in recipient countries. For instance, 
Bahar et al. (2018, 2020, and 2022) show 
that migrants’ knowledge transference 
can contribute to exploiting compara-
tive advantages, increasing technologi-
cal innovation, and improving exporters’  
productivity.

7.	 Research and patents: Highly educated 
immigrants, particularly those working 
in science and technology, can bolster 
productivity through scientific innova-
tions, contributing to research and pat-
ent developments that benefit the re-
cipient economy. This phenomenon is 
well-documented, as seen in research by 
Peri (2012), and exemplified by the con-
tributions of immigrant scientists and 
researchers to advancements in various 
fields.

In summary, although immigration raises the re-
ceiving county’s total labor supply, it does not 
necessarily imply a decrease in native workers’ 
wages and employment levels. On the contrary, 
immigrants can lead to economic gains in recip-
ient countries that offset the initial fiscal costs of 
receiving foreign-born populations.6 The arrival 
of migrants immediately boosts internal demand 
for goods and services, increases the labor force, 
and eventually can lead to productivity gains and 
increased economic growth (IMF, 2022). Highly 
skilled immigrants, known for their ability to inno-
vate and generate patents, are expected to drive 
up per capita GDP growth. Additionally, skilled 
migrants promote entrepreneurship. On the other 

6 Among others, the fiscal costs of host migrants include the additional costs of granting them access to education and health 
services.
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hand, low-skilled immigrants can lower the prices 
of personal services, including childcare, benefit-
ing both native and immigrant consumers (Blau 
and Mackie, 2017). 

However, if migrants have limited opportunities to 
participate in the formal labor market and work 
in the sectors and occupations that best match 
their skills, their potential contributions to their 
recipient economy will be diminished. As migrants 
in the LAC region have, on average, higher levels 
of education, as will be detailed in section 3, than 
their native counterparts. Their knowledge and 
skills make them well-suited candidates to meet 
the demands of companies needing skilled work-
ers. Suppose, however, that these well-educated 
migrants end up taking low-skilled informal jobs. 
In that case, the benefits gained from a more ef-
ficient allocation of labor, skill specialization, and 
task complementarity will be limited, thus reduc-
ing the overall economic gains from migration. 

It is crucial to emphasize that the adequate inte-
gration of migrants into the labor market affects 
a country’s aggregate productivity. To the extent 
that the abilities of migrant workers are not em-
ployed in their most productive activity — even if 
the migrant has a formal job with basic labor ben-
efits — the country’s overall GDP will not be max-
imized. While it is important to recognize the fact 

that there may be groups in the native population 
whose labor market outcomes are negatively af-
fected by incoming migrants in the short run, it is 
also essential to acknowledge that, when migrant 
workers constitute a large percentage of the to-
tal labor force, the relegation of migrant workers 
to jobs for which they are not well suited (that is, 
overqualified), generates an inefficiency that can 
potentially affect the entire aggregate economy. It 
would be unfathomable to force a state-of-the-art 
port to only receive shipments from smaller tank-
ers; it should similarly be unfathomable to prevent 
high-skilled workers from taking full advantage of 
their skills in the labor market.7

Altogether, the challenge for recipient countries in 
LAC lies in devising strategies to integrate migrant 
labor adequately. To achieve this goal, migrants 
require access to suitable employment opportuni-
ties — stable, formal jobs that align with their skills 
and offer the potential for upward mobility. The 
strategy’s design should also take into account 
the attributes of both newcomers and native pop-
ulations. An all-encompassing approach that con-
siders these factors and promotes a smooth inte-
gration of migrants into the labor market can yield 
positive outcomes, including economic growth, 
diminished skill shortages, and heightened work-
force diversity.

7 To gauge the magnitude of the difference, the International Monetary Fund estimated that on average, migration flows could rep-
resent an annual GDP growth in the largest host economies, in LAC of 0.01 to 0.25 percent as of 2030 in a scenario with frictions. 
In contrast, in a frictionless scenario (where migrants integrate seamlessly into the economy), annual GDP growth would increase 
between 0.01 and 0.30 percent as of 2030.
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3. LABOR MARKET  
INDICATORS IN LATIN AMERICA 
AND THE CARIBBEAN

In this section, we delve into key labor market 
trends in LAC. The information presented relies on 
data sourced from the Labor Market Integration 
chapter within the (IADB OECD UNDP, 2023) re-
port, titled How Do Migrants Fare in Latin Amer-
ica and the Caribbean? Mapping Socio-Econom-
ic Integration. We encourage curious readers to 
explore the comprehensive integration metrics 
detailed throughout the document for a more 
comprehensive understanding of the broader in-
tegration landscape in LAC. To ensure reliable 
and representative findings, the chapter focuses 
on 11 countries with substantial migrant popula-
tions in their household surveys or censuses in the 
past five years (Perdomo Rico, 2022).8 The infor-
mation comes from data spanning from 2019 to 
2022, aligned with each country’s data availability. 
Therefore, these rates reflect the challenging pe-
riod of the COVID-19 pandemic, characterized by 
economic downturns. However, the patterns were 
very similar for countries for which more recent 
data was available. 

We begin by summarizing various characteristics 
of the migrant population such as their education-
al attainment, the proportion of the population 

within the working-age bracket, the percentage 
of the population in the labor force, the segment 
of workers engaged in the informal sector, and 
the types of employment contracts under which 
employees work. Subsequently, we compare out-
comes for native and foreign-born individuals to 
highlight disparities between these groups, which 
underscore the existing barriers to immigrants’ 
economic integration. Overall, labor market indi-
cators show that, although migrants are, on aver-
age, better prepared than native workers, there 
is a gap relative to native workers regarding the 
quality of employment. 

Figure 1 summarizes the average labor market 
indicators of native and foreign-born workers in 
LAC. On average, 59.3% of native-born individuals 
are aged between 15 and 64 years, and, overall, 
between 60% and 70% of natives in the coun-
tries included fall within the working-age range. 
Although, compared to Europe and the United 
States, LAC populations are relatively young, for-
eign-born populations in the region are younger, 
and a higher fraction of them, 66.8%, fall within 
the working-age range. 

8 These 11 countries are Mexico (2020 Census), Chile (2020 household survey), Colombia (2021 household survey), Costa Rica 
(2021 household survey), Argentina (2021 household survey), Ecuador (2022 household survey), Dominican Republic (2021 house-
hold survey), Panama (2019 household survey), Peru (2021 household survey), Paraguay (2020 household survey) and Uruguay 
(2019 household survey). It is worth mentioning that the averages for LAC are slightly different, as we exclude the information 
from Trinidad and Tobago’s 2015 household survey because we relied on the data from the last five years.
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FIGURE 1. Labor indicators for natives and foreign-born, LAC average

% Native% Foreign-born

Source: Authors calculations based on national surveys of the following countries: Argentina (EPH, 2021), Chile (ENE, 2020), 
Colombia (GEIH, 2021), Costa Rica (ECE, 2021), Ecuador (ENEMDU, 2022), Dominican Republic (ENCFT, 2021), Mexico 
(ENOE, 2020), Panama (EHPM, 2019), Paraguay (EPHC, 2020), Peru (ENAHO, 2021), and Uruguay (ECH, 2019). Displayed 
numbers are simple averages of national percentages.
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Similarly, although LAC workers are highly en-
gaged in the labor market, the share of foreign- 
born workers participating in the labor force is, on 
average, 4.3 percentage points higher. Interesting-
ly, although there is regional variation in the la-
bor force participation rate, with a few exceptions 
(namely, Paraguay and Mexico), the labor partici-
pation rates of the foreign-born are always high-
er than those of the native-born.9 For example, in 
Uruguay, where 74% of native-born are active, the 
share of foreign-born is even higher at 82%.

In terms of educational achievement among work-
ers in the LAC region, we classify individuals as 
highly educated if they hold a short-cycle ter-
tiary degree or higher, corresponding to the In-
ternational Standard Classification of Education 
(ISCED) levels 5-8.10 According to this classifica-
tion, approximately 17% of native-born workers 
fall into the highly educated category, whereas 
23.9% of foreign-born workers meet this criterion. 
As with the previous indicators, there is significant 

variation in these indicators across countries, and 
the share of highly educated foreign-born workers 
ranges between 10% and 34%. 

Foreign-born workers in Uruguay, Paraguay, and 
Panama, where the majority of migrants originat-
ed from earlier waves of migration, display a high-
er proportion of individuals with a tertiary educa-
tion compared to their native-born counterparts. 
A similar pattern occurs in Peru and Ecuador, 
where Venezuelan migrants, who are recognized 
for their relatively high educational attainment, 
form a significant migrant community. Howev-
er, the situation differs in Colombia, where Ven-
ezuelan migrants represent the largest migrant 
group. Here, the share of foreign-born workers 
with tertiary education is comparatively lower, 
possibly because migrants with advanced educa-
tional backgrounds traveled longer distances and 
settled in countries further away from Venezue-
la. Conversely, in Chile, the Dominican Republic, 
and Costa Rica, which have absorbed significant 

9 As explained in detail by (IADB OECD UNDP, 2023), many migrants in Mexico were born in the United States and returned to 
Mexico when they were very young. Therefore, their labor market outcomes usually differ from those of other migrants in the 
region.
10 (ISCED) levels 5-8 include technical training institutes, and vocational schools, and bachelor, masters, and doctoral degrees.
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numbers of Haitian and Nicaraguan migrants, the 
percentage of foreign-born workers with tertiary 
education is lower.

In summary, intra-regional migrants in LAC on 
average are young, highly engaged in the labor 
force, and, with a few exceptions, better educat-
ed than their native-born counterparts. The first 
three key indicators collectively underscore the 
significant potential for migrant workers to make 
substantial contributions to the economic growth 
of their host nations. However, the subsequent 
set of labor market indicators, shown in Figure 2 
reveal a concerning underutilization of migrants’ 
human capital. 

The region’s average unemployment rate, calcu-
lated as the percentage of individuals actively 
seeking employment within the labor force, typi-
cally ranges between 6 and 7 percent for both na-
tive and foreign-born individuals.11 Although there 
is considerable variation in the unemployment 
rate across countries, there are little differences 
between the native-born and foreign-born in each 
country. That said, the unemployment rates hide 
important disparities in labor market exclusion 
rates. As the next indicator shows, foreign-born 
individuals in the region are 6.1 percentage points 
more likely to be involuntarily out of the labor 
force than their native counterparts. 

11 We adhere to the ILO’s definition of unemployment, which requires individuals to have actively searched for a job within the 
previous week to be classified as unemployed.

FIGURE 2. Labor indicators for natives and foreign-born, LAC average

% Native% Foreign-born

Source: Authors calculations based on national surveys of the following countries: Argentina (EPH, 2021), Chile (ENE, 2020), 
Colombia (GEIH, 2021), Costa Rica (ECE, 2021), Ecuador (ENEMDU, 2022), Dominican Republic (ENCFT, 2021), Mexico (ENOE, 
2020), Panama (EHPM, 2019), Paraguay (EPHC, 2020), Peru (ENAHO, 2021), and Uruguay (ECH, 2019). 
Note: Displayed numbers are simple averages of national percentages. The employed population excludes people not 
of working age. Long hours and temporary contract indicators exclude self-employment and people in education. 
The overqualification indicator excludes the population in education.
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In the region, countries can be broadly catego-
rized into two groups based on their employ-
ment conditions. Argentina, Chile, Costa Rica, 
and Uruguay distinguish themselves because the 
share of individuals working for firms as employ-
ees exceeds 70%. In contrast, Colombia, Peru, 
and Ecuador report lower rates of 47%, 48%, and 
50%, respectively. In these latter countries, self- 
employed individuals make up a significant por-
tion of the workforce, accounting for 44%, 38%, 
and 34%, respectively. Similarly, when examining 
informal employment rates, which measure the 
percentage of workers without jobs providing 
them with social security benefits, we find that 
Argentina, Uruguay, Chile, and Costa Rica have in-
formal employment rates below 30%. In contrast, 
Peru, Paraguay, Colombia, and the Dominican Re-
public have informal employment rates exceed-
ing 50% of the total working population. In both 
groups of countries, only 4% of workers work as 
employers or firm owners. 

Notwithstanding the within-region difference in 
employment conditions, Figure 2 shows that, on 
average, the rate of informal employment among 
the foreign-born population is 7.4 percentage 
points higher than the same rate among the  
native-born population. This pattern holds for all 
countries in the region, except for Paraguay and 
Uruguay, where the differences are not statistically 
significant. Foreign-born individuals are also more 
likely to hold temporary contracts; on average, the 
rate of workers with this type of contract among 
foreign-born workers is 3.1 percentage points 
higher than among native-born. Foreign-born 
workers are also more likely to be working long 
hours. On average, 28.2% of foreign-born workers 
work more than 50 hours per week, while 20.8% of 
their native counterparts do so.

Figure 2 also shows that migrant workers are 
more likely to be in jobs where they are overqual-
ified when compared to native-born workers. This 
indicator follows the methodology from (OECD 

UNDP IADB, 2023) which classifies a worker as 
overqualified if he has some tertiary education 
or more (corresponding to ISCED levels 5-8) and 
workers in a low-or medium-skilled job (ISCO clas-
sified at levels 4-9).12 On average, 23.9% of high-
ly educated foreign-born workers are overqual-
ified as opposed to 17% of native-born. As with 
the previous indicators, although there is regional 
variation in the differences, foreign-born workers 
are more likely to be overqualified than compa-
rable native-born workers, except in the Domini-
can Republic, Paraguay, and Mexico. In addition, 
on average, foreign-born workers have higher 
household monthly incomes ($ 926) than native 
workers ($ 903). However, this raw comparison 
of their incomes hides differences in the number 
of hours they work as well as in their educational  
attainment.

To get a better sense of the differences between 
foreign-born workers and their native counters 
parts, in Figure 3 we compare the hourly wages 
of foreign-born workers taking in to account their 
skills and experience. To do so, we compute the 
hourly wages by dividing their monthly incomes 
by the number of hours they reported to work in 
the previous month. Then we run a regression of 
their hourly wages on their level of education, their 
age, and a binary indicator denoting foreign-born 
status. By doing this type of statistical analy-
sis, we measure the difference in the wages of  
native-born and foreign-born who have the same 
age and level of education. The dots in Figure 3 
correspond to the coefficients of the binary indi-
cator denoting foreign-born status. The horizontal 
lines depict confidence intervals. A coefficient and 
its confidence interval falling to the left of the zero 
line indicate the existence of a significant wage 
gap, implying that foreign-born workers earn less 
than their native counterparts. The coefficients 
show that in at least 6 out of 10 countries shown, 
foreign-born workers earn significantly less than 
their native counterparts who have similar skills.13

12 ISCED levels 5-8 include technical training institutes, and vocational schools, and bachelor, masters, and doctoral degrees. ISCO 
classified at levels 4-9 includes clerical, service, and sales workers, skilled agricultural and trades workers, plant and machine op-
erators, assemblers, and elementary occupations.
13 Mexico is not included due to data availability.
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FIGURE 3. Disparities between migrants and natives’ wages of same age and level of education

FIGURE 4. Employed natives and foreign-borns by occupations, LAC average

Source: Authors calculations based on national surveys of the following countries: Argentina (EPH, 2021), Chile (ENE, 2020), 
Colombia (GEIH, 2021), Costa Rica (ECE, 2021), Ecuador (ENEMDU, 2022), Dominican Republic (ENCFT, 2021), Panama (EHPM,
2019), Peru (ENAHO, 2021), and Uruguay (ECH, 2019). 
Note: The graph displays the estimated coe�cients from a regression analysis that correlates hourly wages with a binary 
indicator indicating foreign-born status. The analysis also considers controls for age and level of education. The horizontal 
lines on the graph represent a 95% confidence interval.
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Figure 4 summarizes the main occupational cate-
gories. It is worth explaining that occupations re-
fer to the type of work that an individual performs 
within a sector, and workers are classified based 
on the specific tasks, duties, or responsibilities as-
sociated with a particular job role or profession. 
For example, a chef or a waiter are two different 
jobs within the restaurant industry. The figure 
shows that migrants are less likely to work in high-
skill occupations and more likely to work in the 
services sector, where workers frequently have 
low-skill jobs, than natives. For instance, a higher 
proportion of the native-born population works as 
professionals (36%) or administrative staff com-
pared with migrants (25%), who are more likely 
to work as service workers, merchants, and sales 
clerks. 

Figure 5 summarizes the primary employment 
sectors. Broadly speaking, sectors refer to broad 
categories of the economy, such as healthcare, 
finance, or manufacturing. The figure shows that 
migrants exhibit similar patterns as natives in rela-
tion to working sectors. Both groups work mainly 
in services, commerce, manufacturing, and agri-
culture. However, foreign-born workers are rela-
tively more concentrated in commerce than na-
tives (26% compared to 19% of natives) and are 
less concentrated in services than native-born 
individuals (38% against 42% for natives). That 
said, Box 3 shows that some sectors are of dispro-
portional importance for migrant workers, such as 
platform work, part of the gig economy.

FIGURE 5. Employed natives and foreign-borns by sector, LAC average

% Natives % Foreign-born

Source: Authors calculations based on national surveys of the following countries: Argentina (EPH, 2021), Chile (ENE, 2020), 
Colombia (GEIH, 2021), Costa Rica (ECE, 2021), Dominican Republic (ENCFT, 2021), Ecuador (ENEMDU, 2022), Mexico 
(Census, 2020), Panama (EHPM, 2019), Peru (ENAHO, 2021), and Uruguay (ECH, 2019). 
Note: Displayed numbers are simple averages of national percentages.
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BOX 3. Migrants and Platform Work (1 of 2)

There is a common perception that migrant 
workers often turn to platform work as a vi-
able employment option, given the many 
challenges migrants face in the labor market. 
The fact that in LAC, at least to date, platform 
workers have typically been classified as in-
dependent workers allows the platforms and 
platform workers to operate largely without 

the restrictions of labor regulations, which 
may be particularly difficult for migrants.

Although there is not much data available, 
there is some evidence that the perception 
of the importance of platform work for mi-
grant workers is correct. A study from Chile, 
for example, finds that 15% of platform  
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BOX 3. Migrants and Platform Work (2 of 2)

 » Governments should avoid the classifi-
cation of platform workers as employ-
ees in situations when the platform 
does not act in practice as an employ-
er. The imposition of labor regulations 
designed for traditional employer- 
employee relationships on commercial 
relationships in which the workers in 
fact enjoy considerable autonomy may 
eliminate important economic oppor-
tunities for certain groups, including 
migrants.

 » Governments should not, however, per-
mit that platform work be abused as a 
manner in which de facto employers 
can avoid labor regulations and deny 
the standard protections afforded 
to employees. The hiring of a worker 
through a platform should not consti-
tute a loophole through which firms 
may simultaneously exercise control 
over the (often migrant) workers as if 
they were employees but deny them 
their labor rights.

workers are migrants versus only 10% in the 
traditional economy. When one considers 
delivery platforms, however, the percentage 
of migrant workers rises to 25%. However, 
the majority presence of migrant workers 
truly manifests itself in delivery platforms, 
with the percentage of migrant workers ris-
ing to 60\%. It, therefore, seems safe to say 
that at least some sectors of platform work 
are of disproportional importance for mi-
grant workers.

The importance of platform work for mi-
grants implies that the policy debate regard-
ing the regulation of platform work will be of 
particular importance for migrants. Despite 
the complex nature of the policy debate, 
the basic issue to be addressed can be sum-
marized quite simply. The basic question is 
whether a platform worker should be clas-
sified as an employee of the platform or as 
a self-employed worker with a commercial 
relationship with the platform. Unfortunate-
ly, however, there does not exist a simple and 
straightforward way to make this determina-
tion, which generates the possibility of sig-
nificant disagreement.

The ILO’s recommendation 198 does offer 
guidance on what factors should be taken 
into account when deciding if a worker is an 
employee or self-employed. A partial list of 
factors that might suggest that a platform 
worker is an employee of the platform would 
be: (i) the work is carried out according to 
the instructions and under the control of the 
platform; (ii) is carried out within specific 
working hours; and (iii) remuneration con-
stitutes the worker’s sole or principal source 
of income. In practice, it can be difficult to 
determine the correct classification of a plat-
form worker. It is also likely the case that a 
one-size-fits-all approach, in which the leg-
islation classifies all platform workers (or all 
platform workers of a particular sector) as 
either employees or independent workers, is 
likely to miss the mark.

It may be the case that a particular relation-
ship appears to exhibit some of the charac-
teristics of a traditional employer-employee 
relationship while at the same time exhibit-
ing other characteristics normally associat-
ed with non-employment relationships. For 
this reason, Gruber (2022) recommends 
that platforms be required to extend some 
of the benefits associated with a traditional 
employer-employee relationship to platform 
workers, but in a way that does not eliminate 
the flexibility of the work, which is clearly 
valued by the workers themselves. Azuara 
and others (2022) also find that platform 
workers in Mexico highly value the flexibility 
afforded by platform work.

Despite the complex nature of the regula-
tion of platform work, we can state two clear 
guiding principles for the regulation of plat-
form work, which will often be of particular 
importance for migrants:
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Although the distribution across sectors is similar 
between migrants and natives, the employment 
sector may play a key role in migrants’ labor out-
comes as, depending on the country’s economic 
composition, some sectors may offer more job 
opportunities. To explore this possibility, using 
household survey data, we regressed the salaries 
of native employees against primary economic 
sector fixed effects and controlled by the native’s 
level of education and age. We then plotted the 
economic sector coefficients against the percent-
age of migrants working in each sector for each 
country. The results, shown in Figure 6, exhibit the 
relationship between the economic sectors mi-
grants tend to work in and the degree to which 
those sectors offer good salaries. In almost all 

countries, the relationships are negative, point-
ing out that migrants are more likely to allocate 
to sectors with lower sector premiums. In Pana-
ma, there appears to be a negative correlation as 
well, once the agriculture sector — an outlier — is 
excluded. 

Together, the existing gaps in the labor market in-
dicators between native and foreign-born workers, 
as well as the fact that the former are more like-
ly to be overqualified for the task they are doing, 
show that immigrants in LAC have the potential to 
contribute to their host economies. Nevertheless, 
there is suggestive evidence of barriers that are 
preventing them from fully integrating into the la-
bor markets in the receiving countries.

FIGURE 6. Correlation between migrants’ allocation and sectors’ wages

Source: Authors calculations based on national surveys of the following countries: Argentina (EPH, 2021), Chile (ENE, 2020), 
Colombia (GEIH, 2021), Costa Rica (ECE, 2021), Dominican Republic (ENCFT, 2021), Ecuador (ENEMDU, 2022), Panama (EHPM,
2019), Peru (ENAHO, 2021), and Mexico (Census, 2020). 
Note: The X-axis depicts estimated coe�cients obtained from a regression between the salaries of native employees and the 
primary economic sectors, including controls of level of education and age. The Y-axis denotes the percentage of migrants 
working in each sector. 
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14 The IDB’s Migration Unit is developing a study on the regulatory framework for international labor migration in Latin America 
and the Caribbean with the objective of identifying the conditions under which migrant workers can access and perform in the 
labor market. The report is based on diverse normative sources including constitutions, laws, labor codes, treaties, regulations, 
and administrative precedents.

4. CHALLENGES TO LABOR  
MARKET INTEGRATION

It can be difficult for any person to find a job that 
suits their profile and preferences. Even before 
talking about a person’s individual circumstances, 
it is worth noting that in LAC, high-quality jobs are 
scarce overall. For example, the majority of jobs 
in the region are informal in the sense that work-
ers do not accrue contributions to social security. 
There are numerous reasons why the LAC labor 
markets do not generate enough formal jobs, but 
it is safe to say that the design of the labor regu-
lations, taxes, and the social security system cre-
ate an environment that limits the extent to which 
formal and productive jobs are created.14 In this 
sense, a migrant worker who arrives in a country 
characterized by high informality and low produc-
tivity will have more limited options in the labor 
market. Even a successful entry into a highly- 
distorted labor market may lead to disappointing 
outcomes for many migrants. 

A successful entry into the labor market, however, 
is likely to be extremely difficult for most migrant 
workers. Even in the case where the migrant work-
er finds a job opportunity that fits their profile 
and preferences perfectly, legal restrictions or ad-
ministrative burdens may make it difficult for the 
migrant worker to be hired. If the migrant work-
er lacks the necessary documentation, for exam-
ple, it is likely that the employer would be unable 
to offer a formal job. Even if it is possible for the 
employer to help the job seeker obtain the neces-
sary documents, this would represent an admin-
istrative burden that the employer may consider 
excessive. Moreover, even for migrants with com-
plete legal status in a country, they may be exclud-
ed from certain occupations or the firm may face 
additional reporting requirements when hiring of 
a migrant worker. A lack of knowledge on the part 
of employers may also be a limiting factor. If the 
firm is simply unaware of its administrative obliga-
tions regarding migrant workers, this uncertainty 
may be sufficient to dissuade the hiring of a mi-
grant worker who would otherwise be a good can-
didate. For this reason, countries might consider 

adapting their labor regulations to distinguish as 
little as possible between migrants and natives.

Numerous additional factors may limit the extent 
to which a migrant worker can integrate com-
pletely. For example, migrants may not have ac-
cess to their educational and professional records. 
It would be difficult for an employer to hire a qual-
ified migrant worker if they cannot provide proof 
that they meet the job’s educational or profession-
al requirements. Even when the migrant has ac-
cess to their records, it may be difficult for the em-
ployer to interpret them. The employer might not 
be familiar with the educational system in the mi-
grant’s home country and therefore may have dif-
ficulty understanding the migrant’s qualifications. 
In this sense, setting up an educational clearing 
house to help migrants obtain educational records 
in a way that offers a concordance between the 
person’s educational path and the institutions of 
the receiving country could help not only the mi-
grants themselves but also help employers in their 
search for qualified candidates.

Efforts to help migrants make their abilities and 
qualifications more transparent will be insufficient 
in the case where the migrants lack the appropri-
ate abilities and qualifications. Perhaps the most 
obvious example may be a language barrier. If the 
migrant has difficulties with the recipient coun-
try’s language, their labor-market opportunities 
will be severely limited. Arendt et al. (2023), for 
example, finds evidence that programs to help 
refugees learn Danish have important long-term 
positive effects on the refugee’s labor-market 
success. However, language abilities are like-
ly not the only skill that refugees and migrants 
need to acquire. Although language barriers are 
less important for Venezuelan migrants in Ande-
an countries, language classes are important for 
other groups of migrants. For instance, Spanish- 
speaking Venezuelan migrants in English-speaking 
Trinidad and Tobago or French-speaking Haitian 
migrants in the Dominican Republic, Chile, or Brazil.  
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Likewise, migrants from Spanish-speaking Guate-
mala, El Salvador, and Honduras face significant 
language barriers in English-speaking Belize. 

Workers lacking skills that are aligned with the 
needs of a sector is a challenge that applies to 
migrants and natives alike. Nevertheless, there are 
numerous reasons why not having the right skills is 
a particular problem for migrant workers. In many 
cases, the very same difficulties that lead a person 
to leave their home country also imply skill defi-
cits. Additionally, the migration process itself may 
have interrupted the migrants’ educational or pro-
fessional trajectory, further eroding their human 
capital. In this sense, migrants are likely to have 
a particularly important need to strengthen their 
abilities after they arrive in the recipient country. 
Once again, the obvious policy recommendation 
would be to ensure that migrants have access to 
the skills formation system that could analyze the 
profile of the person, compare their abilities with 
the needs of the productive sector, and design and 
implement a plan that would be most effective in 
making the migrant more attractive to employers.

Unfortunately, the job training systems of LAC 
suffer from significant deficiencies. Despite these 
deficiencies, it is not clear that the best policy for 
migrant workers is to implement special programs 
for the upskilling and reskilling of migrants. If such 
programs were to be implemented, it would be 
important that these programs not exist in isola-
tion, but rather be connected as closely as pos-
sible with the skills-formation system as a whole. 
To the extent that a migrant would benefit from 
existing skills-formation programs, it may not be 
necessary to create a separate program for mi-
grants. Skills-formation programs for migrants 
would be ineffective if they do not take into ac-
count general attempts to measure the skills de-
mands of employers, as well as economic policies 
that would imply changes in the demand for skills 
over time. For example, a country’s industrial pol-
icy could be informative regarding the skills that 
could be needed in the near future.

It is also likely that migrants lack the necessary 
information to find the jobs to which they are best 
suited. This hurts both the migrants themselves 
who do not find the best possible jobs and the 
firms that cannot find the most productive work-
ers. Many people find jobs as a result of personal 

or family networks, connections which migrants 
may not have in their receiving countries. For this 
reason, public employment services may play a 
particularly important role in the case of migrant 
job seekers and public policies should seek to en-
sure that migrant workers can receive these ser-
vices. Among other issues, it is crucial that mi-
grants be able to obtain the identification and 
documents necessary to receive support from the 
public employment service. Furthermore, the gov-
ernmental institutions in charge of migration is-
sues should maintain close contact with the public 
employment service to ensure that the migrants 
are aware of the support they may receive and so 
that the public employment service is aware of 
changes in migration policy that may affect the 
number of people they would need to support in 
the future.

Encountering discrimination and prejudice from 
employers, colleagues, and public employment 
officers, among others, can also worsen migrants’ 
access to labor market opportunities. It is, there-
fore, important to make all efforts to reduce the 
extent to which migrant workers are viewed with 
hostility. In a climate in which migrants are viewed 
as unwelcome intruders, even an employer who 
might otherwise view migrants positively might 
be reluctant to hire a migrant worker to attend to 
customers. Even the best labor-market policies 
might be ineffective in an environment that is gen-
erally hostile to immigrants.

Nevertheless, the extent to which at least some 
groups of the native population might have le-
gitimate concerns about the effects of migration 
on their own situation should not be ignored. Al-
though the majority of studies show that migra-
tion generally has positive impacts on the labor 
markets of the receiving countries, individual 
groups may have legitimate concerns that an in-
flux of migrants with similar abilities may increase 
the supply of such skills and generate lower wag-
es (at least in the short run). In many cases, the 
rejection of migrant workers will likely be due to 
xenophobia, but in some cases, there may be le-
gitimate concerns from workers about their own 
welfare. In this sense, the overall strengthening of 
labor-market institutions that support all workers, 
migrants as well as their host communities, can be 
an important element in the seamless integration 
of migrants into the labor market.
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5. POLICIES TO PROMOTE  
LABOR MARKET INTEGRATION

Migrants are not a uniform group, so they do not 
always need the same type of services. There are 
important distinctions in the benefits and costs 
that different groups of migrants bring to their 
destination countries. In the most recent World 
Development Report, the World Bank character-
izes migrants into four groups using the Match 
and Motive Matrix (World Bank, 2023). The match 
dimension refers to the focus in labor economics 
on the match between migrants’ skills and char-
acteristics and the needs of the destination coun-
try. The better the match between the skills and 
the needs, the higher the gains for migrants and 
the destination country. The motive dimension is 
related to individual needs for protection as, un-
der international law, migrants’ reason for leaving 
their country of origin determines the destination 
country’s obligation. At the extreme, refugees are 
entitled to international protections under the 
1951 Refugee Convention and cannot be returned 
to their country of origin. On the other end, there 
are economic migrants who leave their country 

I. What Policies to Promote  
Labor Market Integration  
are Usually Provided?

looking for better economic opportunities (but 
they may also have protection needs). The com-
bination of these two dimensions results in four 
groups shown in Figure 7.

Policies to support migrants vary considerably, 
contingent upon the alignment of their skills with 
the demands of recipient countries and their en-
titlement to international protection. Migrants 
whose skills closely match those needed in their 
recipient countries require less public assistance 
to effectively integrate into the local labor mar-
kets, although they may require help to certify the 
abilities they have and to find the available oppor-
tunities. In cases when the migrant lacks proficien-
cy in the language of the receiving country, there 
is a substantial return on investment in terms of 
socioeconomic integration when economic mi-
grants are provided access to and incentives for 
language classes, even if the migrant needs to pay 
some of the cost.

Because of the differential need for public sup-
port to properly integrate, the rest of this section 
focuses on the policies to support distressed mi-
grants and refugees.
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FIGURE 7. Match and Motive: Two perspectives on cross-border migration

Source: The World Bank World Economic Report 2023. 
Note: Match refers to the degree to which a migrant’s skills and related attributes meet the demand in the destination 
country. Motive refers to the circumstances under which a person moves—whether in search of opportunity or because 
of a “well-founded fear” of persecution, armed conflict, or violence in their origin country. “Match” determines the net gains 
of receiving migrants; “motive” determines their international protection needs.
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BOX 4. Migration Trends in Northern Central America

Overview

Since 2018, the influx of returning migrants 
to Northern Central American countries 
(NCA) has seen a consistent rise, with an an-
nual average of 160,000 returning migrants. 
In 2020, owing to COVID-19 restrictions, re-
turnee numbers significantly decreased but 
rebounded in 2021. In 2022, a total of 197,216 
people returned to Honduras, Guatemala, 
and El Salvador (OIM, 2023). Currently, the 
primary source of these returnees is Mex- 
ico, primarily with individuals attempting 
to enter the United States. Data from 2019 
to 2022 indicates that 57\% returned from 
Mexico, while 42\% returned from the United 
States (OIM, 2023). 

Challenges Faced by Returnees

Upon returning to their home countries, mi-
grant returnees encounter various challeng-
es, including accumulating debts to finance 
migration expenses, family separation, and a 
lack of employment and housing. Moreover, 
they face societal discrimination, often seen 
as unsuccessful or associated with criminal 
activities. Recognition of foreign-acquired 
education and local social networks may also 
be lacking. Additionally, forced returnees of-
ten require psychosocial support to address 
traumas or adapt to cultural and language 
differences, particularly second-generation 
returnees unfamiliar with Central America.

Country-Specific Trends

Guatemala

As of 2020, Guatemala has emerged as the 
point of origin for approximately 1.4 million 
migrants, nearly doubling the 700,000 re-
corded in 2005. Notably, Guatemala experi-
enced the return of over 260,000 individuals 
in the three years preceding the pandemic, 
constituting approximately 1.5% of the na-
tion’s population (OIM, 2023). This trend 

continued in 2022, with over 90,000 persons 
returning to Guatemala.

Honduras

Between 2020 and 2022, it is estimated that 
over 212,000 migrants were repatriated to 
Honduras, primarily from Mexico (59%) and 
the United States (33%) (INM, 2023). An 
analysis of the 2018 Survey on Migration on 
the Southern Border of Mexico (EMIF Sur in 
Spanish) reveals that the majority of adult 
returnees are young men (average age of 
27) with limited education (over 70% did 
not complete high school). Most interrupt-
ed their education to emigrate, with many 
needing additional work experience to com-
pensate for their lost learning. Approximate-
ly 21% of the returnees stayed away for over 
a year, primarily working in the agricultural, 
manufacturing, and construction sectors.

El Salvador

Between 2017 and 2019, in the three years 
preceding the pandemic, more than 90,000 
Salvadorans were repatriated from the Unit-
ed States and Mexico, equivalent to 1.4% of 
the country’s population (OIM, 2023). In re-
cent years, returns have slowed, partly due 
to the pandemic and stricter controls at the 
United States’ southern border, making ir-
regular migration more challenging. Never-
theless, over 14,000 returns were recorded 
in 2022, with nearly 6,000 in the first half of 
2023 (DGME, 2023).

Reintegration Challenges

The process of returning, whether voluntary 
or forced, presents challenges for the coun-
tries of origin. Today, Honduras, Guatemala, 
and El Salvador grapple with the task of cre-
ating conditions conducive to sustainable re-
integration into the local labor markets while 
deterring re-migration.
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Immigrants with poor skill matches require addi-
tional support to integrate adequately into the lo-
cal labor markets. Most interventions to increase 
distressed migrants’ and refugees’ labor integra-
tion in the global north focus on supply-side bar-
riers. Among them, the focus is on Active Labor 
Market Policies or Programs (ALMP) that aim to 
help participants find and retain their jobs. These 
programs are usually divided into work-first poli-
cies and human capital policies, which affect em-
ployment rates through different mechanisms. 
Work-first programs offer incentives to enter work 
quickly by increasing job search efforts or allevi-
ating the obstacles they face when seeking new 
employment opportunities. In contrast, human 
capital programs aim to increase workers’ skills or 
provide them with country-specific human capital. 
Given the mechanisms through which they oper-
ate, choosing between work-first and human capi-
tal policies implies a trade-off between shortening 
the time it takes to find employment and maximiz-
ing workers’ lifetime earnings. 

The evidence from the literature is consistent with 
such a trade-off. For example, Arendt (2022) es-
timates the effect of a work-first policy aimed at 
speeding up refugees’ entry into jobs in Denmark. 
The policy required refugees to search for jobs ac-
tively and to participate in on-the-job training im-
mediately upon arrival. The results show that, al-
though the policy shortened the time to enter the 
job market for men, they were usually employed 
in precarious conditions and only worked a few 
hours per week.15 In contrast, Arendt et al. (2023) 
study a country-specific human capital policy that 
increased resources and incentives for refugees to 
attend language training in Denmark. Their results 
show that the policy increased earnings signifi-
cantly and permanently. 

Drawing upon the extensive longitudinal individu-
al data available from Denmark, Foged, Hasanger, 
and Peri (2023) compare the impact of several 
public policies aimed at improving the assimila-
tion of refugees in the country. Their analysis sug-
gests that a combination of improved language 
training and fortuitous placement in cities with 
strong labor markets significantly augments the 
long-term prospects of refugees. Furthermore, 
their research findings underscore that reducing 
initial welfare payments — a strategy envisioned to  

Public Support for Distressed Migrants 
and Refugees

Policies to Incentivize Firms to Hire Migrant 
Workers

15 The policy did not speed up entry for women. 

bolster economic self-sufficiency incentives — 
does not appear to expedite the assimilation 
process. Similarly, in 2018, the Nordic Council of 
Ministers suggested that vocational training with 
integrated language training in the workplace pro-
duces the best results in the shortest time. In such 
a scheme, an immigrant’s vocational and language 
skills are developed partly on the basis of his or 
her level of interest and partly on the needs of the 
local labor market, reiterating the importance of 
labor market demand. 

There is limited evidence on demand-side barriers 
that prevent firms from hiring migrants, and there 
is even less research on the effect of interventions 
that seek to reduce such barriers. The next sec-
tion summarizes the existing literature and discuss 
solutions that may be implemented to reduce the 
barriers firms face when hiring and retaining mi-
grant workers.

Initiatives that support employers in hiring refu-
gees and forced migrants must help firms navigate 
the obstacles highlighted in the previous section. 
To start, distressed migrant workers need to have 
a valid form of identification as well as a permit 
to work in the country. Although it is possible for 
firms in the region to request work permits for mi-
grant workers, the size of the irregular migratory 
flows requires large-scale policies that provide 
global access as opposed to individual, case-by-
case, solutions. As described in section II the most 
common strategy has been extraordinary regular-
ization processes. In fact, there were 41 extraordi-
nary regularization processes between 2015 and 
2021 (Acosta and Harris, 2022). 

As described in the previous section, a lack of 
knowledge about the legal restrictions and the lo-
gistics of hiring migrant workers may be enough 
to dissuade employers. An immediate solution to 
this problem is to provide employers with easy-to- 
access information such as the step-by-step guides 
or telephone hotlines suggested by OECD and  
UNHCR (2018). Other potential solutions include 
personalized support through WhatsApp bots or 
other types of artificial intelligence support. How-
ever, as suggested in Hernandez (2023), a long-
term solution requires simplifying the administra-
tive burden of hiring foreign workers and ensuring 
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that regulations are evenly applied across the 
country by local authorities. That said, the current 
process may be sped up by developing a public 
office that process firms’ employment request 
individually or as part of the newly developed 
one-stop shops to support migrants’ integration 
in Peru and the Dominican Republic.16 Alternative-
ly, the process can be supported by incentivizing 
private intermediary offices that process firm em-
ployment requests for a small fee. 

Hiring migrant workers comes with additional 
risks for employers. It can be challenging to invest 
in the training or upskilling of migrant workers due 
to uncertainty regarding their expected length of 
stay in the recipient country and their ability to ob-
tain a permanent working permit. This uncertainty 
is driven by both legal restrictions and personal 
preferences (ILO and USAID, 2021). Consequently, 
firms may hesitate to hire immigrants, especially 
in sectors where workers lack country-specific 
skills and need additional training, such as jobs 
requiring legal or accounting support roles. To 
alleviate this concern, countries can extend the 
duration of work permits granted through ex-
traordinary regularization processes or establish 
practical pathways for distressed migrants to 
obtain regular permanent resident permits after 
their initial temporary permits expire. Another vi-
able approach, proposed by OECD and UNHCR in 
2018, involves granting temporary residence per-
mits to migrants, allowing them to stay while they 
are enrolled in vocational training. Germany, for 
example, has successfully implemented this strat-
egy, permitting active or failed asylum seekers to 
stay in the country while they complete vocational 
training, which typically spans up to three years 
(OECD and UNHCR, 2018).

Hiring migrant workers is also risky as immigrants’ 
lack of professional networks makes it harder 
for firms to assess workers’ reliability. Increasing 
contact between migrants and firms may reduce 
firms’ reluctance to hire migrants and, in the long 
run, create professional networks future migrants 
can rely on. There is a limited number of inter-
ventions that have dealt with this issue. Among 
them, researchers in Uganda have looked at the 
effect of subsidized employment. In particular, 

Loiacono and Silva-Varga (2023) found that sub-
sidizing refugee employment for a week changed 
managers’ beliefs about refugees’ skills. Moreover, 
when refugees with positive attitudes toward lo-
cals and firms with positive attitudes towards ref-
ugees were (randomly) matched, such matches 
increased firms’ willingness to hire refugees. How-
ever, their results come from a small-scale experi-
mental setting so their results have limited exter-
nal validity. 

Other mechanisms to substitute professional net-
works for migrants include job fairs or online plat-
forms. Worldwide, specific professional networks 
have been developed to support migrants (or ref-
ugees in particular). For instance, Science4refu-
gees in Europe or the Welcome Talent Program for 
refugees by LinkedIn (OECD and UNHCR, 2018). 
In Latin America, public employment boards have 
the potential to provide such services. Neverthe-
less, access to these services needs to be expand-
ed as currently hardly any — if any — migrants can 
access such services. 

Finally, it is important to reduce hostility and dis-
crimination toward migrants. Data from the Citi-
zen Perception Laboratory on Migration from the 
Migration Unit at the Inter-American Develop-
ment Bank (IADB) indicate that there is a general 
perception that migrant workers worsen natives 
working conditions. For example, 60% of individ-
uals surveyed in the Ecuesta Mundial de Valores 
in LAC believe that migrants increase unemploy-
ment. Along the same lines, 68% of migrants 
believe that [firms] should prioritize the hiring 
of nationals over migrants. Likewise, data from  
Latinobarometro indicate that 60% of people sur-
veyed think migrants come to compete for their 
jobs. Nevertheless, 43% of the population believe 
that migrants do useful jobs. Although the Migra-
tion Unit from the IADB has not directly worked 
on reducing xenophobia in the workplace, our unit 
(and its collaborators) recently tested the effec-
tiveness of a low-cost intervention where native 
individuals watched either a short emotional or an 
informational video and found that both videos 
improved native perceptions of migrants in the 
short-run (Cruces et al, 2023).

16 Between 2019 and 2022, as part of an initiative focused on strengthening the region’s capacity for integration and social inclu-
sion of migrant populations, the IDB developed ALÍA, a toolkit for designing one-stop-shop models through which social services 
are provided to migrants. The toolkit is available at https://www.kit-alia.org/. Some examples of newly developed one-stops are 
the Ventanillas Unicas de Atencion in the Dominican Republic or the Migracentros in Peru.

https://www.kit-alia.org/
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Although there is broad consensus on the im-
portance of promoting labor market integration 
and economic self-sufficiency among refugees 
and forced migrants, there is less agreement on 
the way to achieve that result effectively. World-
wide, the response from policymakers has been 
different. In the United States, for example, immi-
grants are expected to survive and thrive in the 
labor market mainly by their own efforts. That is, 
immigrants are expected to use their own eco-
nomic and social resources to integrate into the 
local labor markets, and there is no federal policy 
to support their integration (Bloemraad and de 
Graaw 2012), although some states have integra-
tion policies. In some cases, migrants get support 
from the local communities, however, this sup-
port is by no means systematic or homogeneous 
and relies heavily on local organizations such as 
churches and private charities. As a result, immi-
grant integration support can be widely different 
across political jurisdictions in the US (Bloemraad 
and de Graaw, 2012). 

In contrast, most European governments have na-
tional integration policies to support the integra-
tion of immigrants. For instance, Germany, France, 
The Netherlands, and Denmark provide language 
training and civic training for all immigrants or, at 
the very least, for refugees (Hubschmann, 2015; 
Martin et al, 2016; Lochmann, Rapoport, and Spe-
ciale, 2019; Joppke, 2007; De Vries, 2013). That 
said, given the lack of consensus on the effective-
ness of such policies to promote socioeconomic 
integration, policies are, in some countries, mov-
ing away from language training programs toward 
policies that promote early labor market entry 
(Arendt et al., 2013). Still, the existing programs 
are determined at the national level and imple-
mented homogeneously throughout the countries 
by local authorities. 

II. Who Usually Provides  
the Policies to Promote  
Labor Integration?

Contemporary migration policies in Latin Amer-
ica have evolved in response to the significant  
intra-regional migration patterns witnessed over 
the past decade, primarily originating from Ven-
ezuela and Haiti. While the initial response to the 
Venezuelan exodus was characterized by emer-
gency measures to address the immediate crisis, 
the persistent intention of migrants to establish 
long-term residence in their recipient countries 
has prompted a shift in policy orientation. This 
shift is moving away from emergency-centric re-
sponses and towards the development and imple-
mentation of policies that facilitate the economic 
and social integration of migrants. 

The most common response in the region has been 
extraordinary regularization processes that grant 
migrants the right to work for a temporary peri-
od (Acosta and Harris, 2022). Such permits have 
gone from short periods, six months in Trinidad 
and Tobago, to extended permits, such as the lat-
est ten-year permit issued by Colombia. This type 
of response broadly matches the US-type policies 
where forced migrants and refugees rely on their 
own social and economic resources to thrive. Nev-
ertheless, there is increasing interest in including 
migrants in national employment policies. In ad-
dition, there have been national and regional ef-
forts to translate and certify migrants’ education 
credentials. 

There is a growing interest in integrating migrants 
into national employment policies, reflecting an 
evolving perspective. For instance, significant ef-
forts are underway to bolster their domestic hu-
man capital through access to short-term techni-
cal training programs or exams designed to certify 
their skills. Additionally, national and regional ini-
tiatives are in progress to streamline the certifica-
tion of migrants’ educational credentials.
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6. HOW IS THE INTER-AMERICAN 
DEVELOPMENT BANK SUPPORTING 
MIGRANT' LABOR INTEGRATION? 

To reduce employment disparities, lessen labor 
discrimination, and lower labor market informal-
ity, the IADB has taken proactive steps. Through 
a collaborative approach between the IDB’s Mi-
gration Unit and Labor Markets Division, the bank 
has developed a comprehensive portfolio of both 
financial and non-financial initiatives. These en-
deavors encompass a diverse range of activities, 
such as strategic investments, the provision of 
non-repayable technical assistance, support for 
the implementation of public policies, and the ad-
vancement of a specialized regional knowledge 
bank.17

The IDB aims to generate statistical data to en-
hance the understanding of the labor market 
dynamics in the region. On one hand, it aims to 
understand the mechanisms through which pub-
lic policies shape the supply and the demand for 
labor and determine the number of successful job 
matches. On the other hand, it aims to anticipate 
the needs and future labor demands of the various 
economic sectors. 

These programs are supporting Public Employ-
ment Services through targeted institutional 
capacity-building and modernization plans to 
promote the effectiveness, interoperability, and 
overall performance of governmental entities. For 
instance, some of the initiatives aim to increase 
coverage and effectiveness in labor intermediation 
services, by expanding the number of employers 
who post vacancies and the number of native and 
foreign-born job seekers who use labor intermedi-
ation services. In addition, these programs aim to 
reduce search costs and increase the number of 
successful matches.

The expected impact of these IDB initiatives may 
be substantial. For instance, its resources are ex-
pected to support the certification of skills of ap-
proximately 100,000 individuals and the engage-
ment of roughly 150,000 individuals in job training 
programs, including migrants and host commu-
nities. These efforts benefit individuals in Chile,  

Colombia, and Ecuador. However, beyond measur-
ing the number of beneficiaries, the bank seeks to 
promote the most efficient use of resources. To do 
so, the bank is conducting impact evaluations of 
(some of) its operations to measure the effective-
ness of the policies it supports. By gathering this 
information, the IDB is also contributing to filling 
the gaps regarding the lack of knowledge on the 
best strategies to support the integration of mi-
grants into the local labor market. 

The next section offers a review of some experi-
ences and initiatives within the Latin America and 
Caribbean (LAC) region that are geared towards 
fostering the integration of migrant workers into 
formal labor markets.

In alignment with the Colombian government’s 
objective of fostering the economic integration of 
migrants, the IADB formulated a comprehensive 
operational strategy. This approach addressed 
three pivotal impediments that significantly im-
pede economic migrants’ integration. These en-
compass migrants’ irregular migration status, the 
absence of official recognition for their profes-
sional competencies and qualifications, and their 
limited access to various social and protective  
services.

Foremost among the project’s principal compo-
nents was promoting economic integration for 
the migrant population, focusing on acknowl-
edging vocational proficiencies among Venezue-
lan migrants. This facilitation was devised to ex-
pedite their integration into the Colombian labor 
market. To achieve this objective, the IDB offered  

17 https://publications.iadb.org/es/publicaciones?f%5B0%5D=unit%3A7343.

I. Strengthening Policies  
for the Economic Inclusion  
of the Migrant Population  
in Colombia: Regularization, 
Certification and Social  
Services

https://publications.iadb.org/es/publicaciones?f%5B0%5D=unit%3A7343
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support to the “Saber Hacer Vale” Program under 
the auspices of the Ministry of Labor. This program 
connects the migrant population with labor skills 
certification programs offered by the National Ap-
prenticeship Service (SENA). 

Another facet of this operation pertained to insti-
tutional capacity-building to extend the reach of 
extraordinary regularization processes and to en-
hance proficiency in managing pertinent informa-
tion through the implementation of the Temporary 
Protection Statute for Venezuelan Migrants. In ad-
dition to these efforts, the operational framework 
supported institutional coordination, endeavoring 
to augment migrants’ access to an array of indis-
pensable social services while enhancing mea-
sures against human trafficking.

In Colombia, migrants encounter significant hur-
dles when trying to secure formal employment. 
These challenges arise from key employability 
limitations affecting a substantial portion of the 
population. Some of them are a lack of informa-
tion about available job positions, deficiencies 
in the skill sets of job seekers, and inadequate 
recognition of qualifications and validation of  
competencies. 

The IDB developed an operation to enhance the 
employment prospects of both the Colombian 
and migrant workforce. This objective was pur-
sued through two main components: (i) to expand 
the reach and efficacy of employment policies and 
(ii) to bolster the system responsible for guaran-
teeing the quality and alignment of job training, 
alongside broadening the purview of skill-based 
certification.
 
To tackle those challenges, the operation’s first 
component focused on financial support for tech-
nological enhancements within the Public Employ-
ment Service (SPE). This entails refining services 
for job seekers, particularly those from vulnerable 
groups such as migrants, returning Colombians, 
and individuals with disabilities. The second com-
ponent focused on several key aspects. It includes 
the development of a model to ensure the quality 
and relevance of job training. Additionally, it aims 
to establish an information platform for creden-
tials and job training. 

With the contribution of Global Affairs Canada, 
the IDB Migration Unit implemented a project to 
provide technical support to enhance the opera-
tional capacity of the Peruvian government to de-
liver social and protection services and promote 
the integration of individuals in situations of hu-
man mobility. This project groups regularization, 
social protection routes, labor intermediation, and 
social care services as measures to achieve mi-
grants’ socioeconomic integration. 

The Government of Perú introduced the MIGRA-
CENTROS project to support the protection, inte-
gration, and participation of migrants and the host 
community, focusing on vulnerable groups, partic-
ularly women and children. The project adopts a 
multisectoral and multilevel approach, involving 
coordination among various stakeholders. These 
centers aim to create a route of inclusion and so-
cial cohesion for migrant populations, particular-
ly Venezuelans, with a strong focus on vulnerable 
groups, especially women.
 
The technical cooperation goals encompass en-
suring the adequacy of physical spaces for the 
Migracentros’ operation, as well as strengthening 
the capacities of the technical teams responsible 
for providing services at these centers. In addi-
tion, the program promotes economic and finan-
cial inclusion for individuals in human mobility, 
particularly women. It involves designing and im-
plementing an employment and entrepreneurship 
route, establishing a job bank in partnership with 
private companies to match job needs with immi-
grant and national professionals, and negotiating 
with financial institutions to create tailored prod-
ucts and services meeting the needs of migrant  
populations. 

II. Enhancing Employment  
Prospects: Institutional 
Strengthening and  
Digitalization of Migrant  
Services in Colombia

III. Fostering Inclusive Solutions 
for Migration and Integration  
in Peru: Migracentros initiative
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In Ecuador, the labor force faces ongoing difficul-
ty in securing quality employment; this challenge 
is especially pronounced for marginalized groups, 
such as migrants. The pandemic exacerbated this 
problem, leading to increased barriers to work-
force integration. Within Ecuador, a mismatch be-
tween the skills offered and those demanded has 
emerged, often attributed to insufficient job qual-
ifications. Additionally, the existing National Sys-
tem of Professional Qualifications (SNCP), which 
manages employment training and job skills certi-
fication services, faces several limitations, includ-
ing outdated qualification profiles and a discon-
nected platform.

The IADB is currently developing an initiative 
aimed at enhancing the placement of individuals 
in quality jobs in Ecuador, with a particular fo-
cus on those encountering substantial barriers to 
workforce integration. The program’s overarching 
objectives encompass extending the coverage of 
pertinent employment training and job skills cer-
tification programs to both Ecuadorians and indi-
viduals with human mobility. More specifically, the 
operation seeks to augment the tools and mech-
anisms used to identify labor market gaps while 
strengthening information and guidance services. 
It also intends to promote coordination and op-
portunities between employers and job seekers. 
Furthermore, it aims to broaden the scope of em-
ployment training and job skills certification initia-
tives tailored to meet labor market demands and 
address gaps prevalent among low-employability 
groups.

Additionally, the operation strives to expand 
the utilization of the public employment service 
(SPE), with a pronounced emphasis on inclusivity 
through technological enhancements and process 
optimizations. This involves fostering greater en-
gagement between job seekers and employers to 
facilitate more effective employment matching.

V. Supporting the Effectiveness 
of Labor Policies for the Migrant 
Population in Ecuador: Bridging 
Employment Disparities

In Chile, many migrants find themselves employed 
in positions that don’t match their qualifications, 
indicating a lack of productive inclusion in the la-
bor market. The validation of academic degrees, 
professional training, and work experience is a 
cumbersome and time-consuming process for 
migrants, with a low percentage succeeding in  
validating their degrees, primarily due to the lack 
of recognition, cultural barriers, and discrimina-
tion in the labor market. 

The IDB is developing a Technical Cooperation 
with the primary objective of supporting the Gov-
ernment of Chile in fostering the effective labor 
integration of migrants, with a particular emphasis 
on women. The program, developed with the con-
tribution of Global Affairs Canada, is envisioned to 
encompass two components. In the first place, a 
comprehensive study to analyze the labor profiles 
of migrants, with a specific focus on vulnerable 
groups and women. The program seeks to design 
and implement pilots to improve the integration of 
migrants into specific sectors identified through a 
matching process that aligns them with available 
job opportunities, all while considering a gender 
perspective.

The second component focuses on developing a 
multichannel pathway for the labor inclusion of 
migrants, specifically focusing on women. It seeks 
to evaluate the current processes involved in the 
certification of international education degrees 
and propose a multichannel strategy combining 
traditional in-person and digital channels to en-
hance the efficiency of certification of education-
al and professional competencies. Furthermore, 
to improve services for the migrant population, it 
also plans to provide training programs for man-
agers involved in the certification process.

IV. Enhancing Labor Integration 
for Migrants in Chile: An  
Approach with a Gender Focus
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Numerous studies have examined the obstacles 
confronting migrants and refugees in pursuing 
labor market entry. These challenges refer to the 
impediments faced on the supply side of migrants’ 
labor market integration. However, there is a grow-
ing need to elucidate challenges from the per-
spective of employers—termed the demand-side 
barriers—in the context of migrants’ labor market 
integration in LAC. While addressing the challeng-
es faced by migrants undoubtedly holds immense 
importance in promoting their labor market in-
tegration, policies aimed at comprehending the 
exigencies and challenges employers encounter 
equally contribute to the overarching objective.

VI. Identifying the Challenges  
of Migrant Labor Market  
Integration: A Demand-Side 
Perspective

To address this knowledge need, the Migration 
Unit of the IADB, in partnership with the Interna-
tional Labor Organization (ILO), is undertaking re-
search to understand the principal impediments 
that deter enterprises from hiring and retaining 
migrant workers. This initiative involves a compre-
hensive study conducted in Ecuador, designed to 
assess the pervasiveness of demand-side barriers. 
The objective is to discern the constraining factors 
necessitating focused interventions to ameliorate 
these barriers. The study is confined to enterpris-
es operating within Ecuador’s two most populous 
urban centers: Guayaquil and Quito. The research 
approach integrates qualitative and quantitative 
methodologies to fully comprehend the issue at 
hand.
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7. CONCLUSIONS AND  
POLICY RECOMMENDATIONS

Intra-regional migration in Latin America and the 
Caribbean (LAC) has grown exponentially in the 
last eight years. Although Venezuelans represent 
the majority of the flows, they are by no means 
the only migratory flow in the region. While in-
creased migratory flows require upfront public 
expenditures to provide migrants with services 
that support their integration, given migrants’ ad-
vantageous characteristics, their settling in their 
receiving countries can be seen as an opportunity 
to promote the region’s economic growth. 

It is crucial to measure labor market integration to 
understand the economic and social dynamics at 
play. Labor market integration should not be limit-
ed to finding any form of employment or even any 
form of employment in the formal sector. Instead, 
adequate labor integration requires allocative ef-
ficiency. That is, it requires securing employment 
in occupations that match migrants’ highest qual-
ifications in industries where their productivity is 
highest and that offer opportunities for upward 
labor mobility. By requiring migrant workers to 
be employed in optimal jobs, adequate labor inte-
gration increases migrants’ welfare as well as the 
country’s total economic output, benefiting native 
and migrant populations.

In LAC, high-quality jobs are scarce overall. Most 
jobs in the region are informal in the sense that 
workers do not accrue contributions to social se-
curity. The fact that employment opportunities 
in the formal sector are scarce, however, should 
not be taken as a reason to give up on adequate 
integration. However, one should recognize that 
policies directed toward promoting the full inte-
gration of migrants into the labor market will be 
even more effective if combined with reforms that 
eliminate labor-market distortions more generally. 

A successful entry into the labor market is likely to 
be extremely difficult for most migrant workers. 
On top of the obstacles faced by native workers, 
migrants will face legal restrictions, and employ-
ers may face administrative burdens that increase 
the difficulty of hiring migrants. Employers’ lack of 
knowledge about the administrative obligations 
of hiring migrant workers may also be sufficient to 
dissuade firms from hiring a migrant worker who 
would otherwise be a good candidate. 

To promote adequate labor market integration, 
receiving countries can include provisions in the 
legislation to grant migrant workers labor rights 
as similar as possible to those of native workers. 
Restricting the work activities of migrants will not 
only affect the migrants themselves but also limit 
the economic efficiency of the receiving country. 
Along these lines, the hiring of migrant workers 
should not entail a costly administrative burden 
for the employer.

Migrant workers will also face difficulties as they 
may not have access to their educational and pro-
fessional records. Furthermore, even when mi-
grants have access to their records, it may be diffi-
cult for employers to interpret them. In this sense, 
setting up an educational clearing house to help 
migrants obtain educational records in a way that 
offers a concordance between the person’s edu-
cational path and the institutions of the receiving 
country could help not only the migrants them-
selves but also help employers in their search for 
qualified candidates. 

Like native workers, migrant workers may also 
lack the skills required by the economic sectors. 
In such cases, efforts to help migrants make their 
abilities and qualifications more transparent will be 
insufficient. In some cases, migrants’ skill deficits 
may be larger as these skill deficits may be part of 
the reasons that lead a person to leave their home 
country. Additionally, the migration process itself 
may have interrupted the migrants’ educational or 
professional trajectory, further eroding their hu-
man capital. This hurts both the migrants them-
selves, who do not find the best possible jobs, as 
well as the firms that cannot find the most pro-
ductive workers. 

To encourage adequate labor integration, recipient 
countries can promote the use of public employ-
ment services and skills-formation opportunities 
among migrant workers, ensuring, at a minimum, 
that migrants can benefit from these institutions. 
This task will likely require coordination among dif-
ferent governmental agencies, including labor, ed-
ucation, and, of course, those agencies in charge 
of the migration process. Rather than creating 
special programs to help migrants find jobs, prior-
ity should be given to connecting the migrants to 
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active labor market policies that analyze the pro-
file of the job seeker and compare their skills with 
the demands of the economic sector for the pur-
pose of identifying the best job matches and/or 
skills-formation opportunities that would be most 
effective in helping the migrant close skills gaps. 

Migrant job seekers may also lack the necessary 
information to find the jobs to which they are best 
suited. Many people find jobs because of person-
al or family networks, connections that migrants 
may not have in their receiving countries. For this 
reason, strengthening the connection to public 
employment services may play a particularly im-
portant role in the case of migrant job seekers, 
and public policies should seek to ensure that mi-
grant workers can receive these services.

It is also important to incentivize migrant workers 
to accept offers in the formal sector. To do so, it is 
necessary to acknowledge that many of the ben-
efits of formal work only accrue after the worker 
contributes sufficient time to the social security 
system. Since migrants tend to be far from retire-
ment age, it might appear that these concerns 
are more applicable to the future than the pres-
ent. However, the fact that migrants anticipate 
that their contributions will be wasted, especially 
if they are starting too late to meet the vesting 
period of the pension system, could affect their 
labor decisions today. Therefore, to promote labor 
integration LAC countries can implement agree-
ments to ensure the portability of social security 
benefits, guaranteeing that workers who contrib-
ute to the social security systems in multiple coun-
tries receive pensions and other social security  
benefits.

Encountering discrimination and prejudice from 
employers, colleagues, and public employment 
officers, among others, can also worsen migrants’ 
access to labor market opportunities. It is, there-
fore, important to make all efforts to reduce the 
extent to which migrant workers are viewed with 
hostility and foster an environment in which mi-
grant workers are welcomed and recognized for 
their contributions to society.

Altogether, the challenge for recipient countries in 
LAC lies in devising strategies to integrate migrant 
labor adequately. Migrants and recipient countries 
are not uniform, and their needs may require dif-
ferentiated responses. The policies that support 
migrants worldwide have been implemented 
through national, regional, or local policies, and 
there does not exist a strategy that works in ev-
ery context. Instead, public policies in LAC should 
be designed in accordance with the requirements 
and experience of each recipient country. We be-
lieve that policies that include the implementation 
of the recommendations described in the report 
will help migrant workers become fully integrated 
into the labor markets of their receiving countries. 
This integration will benefit the migrants them-
selves—many of whom are in extremely vulnera-
ble situations and in dire need of support—but will 
also benefit the overall economy of the receiving 
nation.
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