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Pros

	 A market for tradable quotas coordinates countries 
receiving refugees.

	 Tradable quotas minimize the total cost of hosting 
refugees, as “refugee-friendly” countries are paid by 
“refugee-unfriendly” ones for the numbers they host 
in excess of their quota.

	 A matching mechanism ensures that refugee rights 
are respected and that refugees can express their 
preferences.

	 The initial distribution of refugees becomes more 
flexible under this proposal.

	 The economic component, i.e. the tradable quotas 
market, is combined with the humanitarian one, i.e. 
matching, favoring political feasibility.

ELEVATOR PITCH
The unequal distribution of refugees across countries could 
unravel the international refugee protection system or, 
in the case of the EU, hinder a common policy response 
to refugee crises. A way to distribute refugees efficiently, 
while respecting their rights, is to combine two market 
mechanisms. First, a market for tradable refugee admission 
quotas that allows refugees to be established wherever it is 
less costly to do so. Second, a matching system that links 
refugees to their preferred destinations, and host countries 
to their preferred types of refugees. The proposal is efficient 
but has yet to be tested in practice.

AUTHOR’S MAIN MESSAGE
A market for tradable refugee admission quotas can be combined with a matching mechanism linking refugees and receiving 
countries, while taking the preferences of both into account. The system would distribute refugees to the countries where it is 
less costly to host them. This tradable quotas market is a more flexible system than one of binding quotas, and the matching 
mechanism minimizes implementation costs. This proposal focuses on international organizations (UNHCR, OECD, etc.). 
However, the EU would provide a more suitable context for reform, as there is already a common—though ineffective—
asylum policy in place.

Cons

	 The proposal is theoretical and has not yet been 
implemented in practice.

	 Participating countries would face some uncertainty 
about the final allocation of refugees.

	 Allowing refugees to choose their destinations 
can be unpopular with some receiving countries’ 
constituencies.

	 The system minimizes total costs but some countries 
may lose if the initial distribution rules are not 
adjusted properly.

	 Political feasibility depends on making the system 
transparent both for refugees and host countries.

Can market mechanisms solve the refugee crisis?
Combining tradable quotas and matching are efficient market 
solutions that would also protect refugee rights
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KEY FINDINGS

The unequal distribution of 17.5 million refugees around
the world (2014)

Source: Author’s elaboration on data from World Development Indicators
(2015).
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