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Abstract
The study explores the significant factors and utilization of international
remittance in Bangladesh by using primary data from 84 migrant households.
The study applies multiple linear regression model estimated by OLS method.
The estimated results find that household size, training, skill, years at abroad
and earnings significantly affect international remittance in Bangladesh. This
indicates migrants remit home motivated by mixed views like, altruistic, loan
repayment and exchange view. The study also finds 50.01 percent of
remittance is utilized only in consumption of food purpose. The study suggests
arranging training and skill enhancing programs to migrants and creating
investment opportunities.
Keywords: significant factors of remittances; utilization of remittances;
Bangladesh.
JEL Classification: F22, F24

Introduction
International migration is one of the important global issues of 21 st
century as it plays vital role in economic development of the
developing countries. At the very beginning of the current century, it
was observed that about 175 million people, almost 3 percent of the
world population, lived and worked outside of their home country
(Adams, 2005). Now, the figure is about 247.2 million in 2014, which is
roughly 3.4 percent of the world population (World Bank, 2016).
Bangladesh is a developing country from where a large number of
people also migrate abroad every year searching for better
livelihoods. According to Bangladesh Bank (2017), 757731 people
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migrated abroad from Bangladesh in 2016 and received $13.62 billion
remittance. In 2014, India and China received $72.2 and $63.9 billion
remittance while Bangladesh received $15.8 billion (World Bank,
2016). Moreover, Bangladesh is the tenth largest remittance recipient
country in the world despite being the seventh largest emigrant
country (World Bank, 2016).
However a significant number of researchers like, Carling, 2008;
Adams, 2005; Mouhoud et al., 2008; Schiopu and Siegfried, 2006; Hor
and Pheang, 2017; Agarwal and Horowitz, 2002; Tabit and Moussir,
2016; Jackman, 2013; Ahmed et al., 2008; Anwar and Mughal, 2012;
Lueth and Ruizi-Arranz, 2007; Darkhaw and Verter, 2014 and Koksal,
2006 studied the determinants of international remittance in
macroeconomic context. Whereas Bouoiyou and Miftah, 2015;
Nathan, 2014; Emmanuel et al. 2012; Olatomide and Awoyemi, 2012;
Khan and Shah, 2012; Goschin and Roman, 2012; Miotti et al., 2010;
Sackey, 2011; Mccoy, 2007; Zanker and Siegel, 2007; Holst and
Schrooten, 2006; Havolli, 2009 and Unan, 2009 studied in
microeconomic context. There are some studies like, Kundu, 2016;
Islam and Nasrin, (2015); Mannan and Farhana, (2014, 2015); Rahman
and Wadud, (2014); Begum and Sutradhar, (2012); Hasan, (2008);
Hasan and Rubayyat, (2015) and Ali, (2012) have researched the
determinants of international remittance in the context of
Bangladesh.
Previous studies identified different motivations and utilizations of
international remittance. It is observed that there are three separate
sets of motivations to remit such as altruistic motive, a self-interest
motive and enlightened self-interest motive (Lucas and Stark, 1985;
Zanker and Siegel, 2007; and Nathan, 2014). Altruistic motive implies
that migrants transfer earnings to their families with the intention to
help left behind family members. The altruistic motivation factors are
migrants’ income, household size, migrants’ household income etc.
(Zanker and Siegel, 2007; Lucas and Stark, 1985; Cox et al., 1998). The
self-interest motivation tells that migrants send money to their families
if and only if they have the probabilities to return home. The selfinterest motivation factors are migrants’ asset, income in home
country, the probability of inheriting, risk aversion and so on (Lucas
and Stark, 1985 and Zanker and Siegel, 2007). Finally, enlightened selfinterest motivation includes all sorts of contractual arrangements such
as co-insurance, exchange motive and loan repayment between
migrants and their families (Zanker and Siegel, 2007). The effects of
these motives are presented in Table 1.
By influencing with these motivations, migrants remit their earnings to
their families in the home country. Migrant families utilize that
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remittance in many purposes. They spend remittance mostly on
consumption purposes like, consumption of food and non-food items
and durable goods. In addition, remittances are utilized in many
other purposes like, education, housing, buying of lands and
properties, business and so on (Abbas et al., 2014 and Raihan et al.,
2009)
Table 1: The effects of factors to remittance motives
Explanatory
variables

Altruistic

Selfinterested

Motives
Coinsurance

Loan
repayment
+

Exchange
motives
+

+/+
+/-

+
+/-

Education
+
Household size
Dependency
ratio
Years at abroad
+
+
Migrant’s income
+
Migrant’s
household
income
Risk aversion
+
Intention to return
Source: Authors’ modification from previous literature

It is obvious from the above discussion that the motivating
determinants of international remittance are vital to investigate.
Havolli (2009) also argued that what drives international remittance is
an important question in remittance literature. Scholars classified the
determinants of international remittance into two categories, namely,
(1) microeconomic or socio-economic characteristics of migrants like
age, sex, education, marital status, household size, skill, training,
experience, monthly earnings and so on, and (2) macroeconomic
determinants like GDP growth rate, inflation, exchange rate, wages
of host country and so on (Kelly and Solomon, 2009). However,
researchers found that microeconomic factors are the significant
factors of remittance inflow in the long run and macroeconomic
factors affects remittance channel used (Nathan, 2014). The effects
of various microeconomic factors on remittance sending are
presented in Table 2.
Remittance inflow is mainly reflected by the microeconomic factors
which help migrants in adopting decisions to remit (El-Sakka and
Mcnabb, 1999). Therefore, the study proposes to explore:



the significant factors of international remittance.
the utilization of international remittance.
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Table 2: Empirical effects found for remittance sending
Existing literature
Age
+
+
+

Sex
+
-

Explanatory variables
Edu HS DR Tra Ski
+
+
+
+
+

YaA MI HI
Kundu (2016)
Nathan (2014)
Emmanuel, et al.
+
(2012)
Goschin and
+
+
+
Roman (2012)
Olatomide and
+
Awoyemi (2012)
Khan and Shah
+
+
+
+
+
(2012)
Miotti et al. (2010)
+
Sackey (2011)
+
+
+
+
Havoli (2009)
+
+
+
+
+
+
Note: Edu = Education, HS = Household size, DR = Dependency ratio, Tra =
Training, Ski = Skill, YaA = Years at abroad, MI = Migrant’s income, HI =
Migrant’s household income.
+ reveals the positive effects and – reveals the negative effects

Source: Authors’ modification from previous literature
Data and Materials
Study area and data collection
This study mainly uses primary data collected from migrant
households. To carry out the study, Naogaon district of Bangladesh is
selected as study area because many people of the region migrate
abroad every year searching for better livelihoods.
Naogaon district consists of 11 police stations. Following multi-stage
random sampling technique, the study selects Raninagar police
station randomly form those police stations. Then, two unions are
selected randomly from the police station. In the next step, from each
union three villages are selected randomly. Finally, fourteen
households are selected randomly from each village. Consequently,
a total of 84 households are selected for interviewing for the study
from January to February, 2017.
Empirical methods
The study applies both statistical and econometric methods in the
analysis. Firstly, the study applies descriptive statistics to present the
demographic features of migrants as well as to present the scenario
of migration and remittance related features in the study area. In this
regard, the study analyzes data through frequency and percentage,
and the results are presented in tabular form.
www.tplondon.com/rem
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As remittance affects the economy of Bangladesh in many ways, it is
necessarily required to find out the significant factors affecting
international remittance. In doing so, the study secondly applies a
multiple regression model. As dependent variable is continuous, the
paper applies OLS method to find out the cause and effect
relationship between total amount of remittance transferred per year
and a set of explanatory variables following Goschin and Roman,
2012; Havolli, 2009 and Unan, 2009. Equation 1 states the relationship
as follows:

R  bxi  ui

(1)

Where, R is the total amount of remittance transferred per year and xi
is a set of explanatory variables that affect total amount of remittance
transferred per year. Therefore, the specified model for multiple
regression is:

Re mit  b0  b1age  b2 edu  b3hhs  b4tra  b5 yab  b6 ski  b7 ear  ui

(2)

Where, Remit is total amount of remittance transferred per year,
b0…..b7 are parameters to be estimated and ui is the stochastic
disturbance term. The explanatory variables used in above model are
explained in Table 3.
Table 3. Description of explanatory variables used in multiple
regression model
Name of
Variables
Age (age)
Education
(edu)
Household
size (hhs)
Training (tra)

Type

Measurement

Continuous
Continuous

Years at
abroad (yab)
Skill (ski)

Continuous

Age of migrants (years)
Migrants’ years of schooling
(years)
Total number of family
members
1 if migrant took training,
otherwise 0
Years at abroad of migrants
(years)
1if migrant is skilled, otherwise 0

Earnings (ear)

Dummy

Continuous
Dummy

Dummy

Monthly earnings of migrants: 1
for less than Tk.30000, 2 for
Tk.30000 to Tk.49999 and 3 for
Tk. 50000 and above.

Expected
Sign
+
+
+
+
+
+
+

Results and Discussion
Demographic features of migrants
This section presents demographic features of migrants including age,
sex, level of education, marital status, household size, skill and training
Copyright @ 2018 REMITTANCES REVIEW © Transnational Press London
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are analyzed with SPSS 23 and the result is presented in the following
table.
Table 4. Demographic features of sampled migrants
Characteristics

Categories
Less than 25
Age (years)
25 to 35
35 to 45
45 and above
Sex
Male
Female
Primary (1 to 5 years)
Level of education
Secondary (6 to 10
years)
Higher Secondary (11 to
12)
Graduation (12 years
and above)
Marital status
Unmarried
Married
1 to 3
Household size (No.
4 to 6
of family members)
7 to 9
10 and above
Unskilled
Skill
Semi-skilled
Skilled
Professional
Training
Yes
No
Source: Field survey, 2017

Frequency
15
27
25
17
79
5
25
28

Percentage
17.86
32.14
29.76
20.24
94.05
5.95
29.76
33.33

17

20.24

14

16.67

36
48
7
60
15
2
44
25
13
2
37
47

42.86
57.14
8.33
71.43
17.86
2.38
52.38
29.76
15.48
2.38
44.05
55.95

Table 4 reveals that most of the migrants are young aged between
25 and 35 years. It is also found that 94.05 percent migrants are male.
The level of education of migrants is not higher rather mostly they
have secondary level of education. It is found that most of the
migrants are married and they have 4 to 6 family members. The table
also shows that while 52.38 percent migrants are unskilled, 55.95
percent migrants have not taken any training.
Migration related features
The migration and remittances related features of migrants are
analyzed with SPSS 23 and the result is presented in the following table.
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Kumar, Hossain, Osmani 11

Table 5. Migration and remittance related features of sampled
migrants
Characteristics

Causes of migration

Medium of migration

Migration loan (Tk.)

Regions of migration

Years at abroad

Monthly earnings
(Tk.)

Remittance
transferring channel

Categories
Escaping from
unemployment
Escaping from poverty
Searching for better
life
More income earning
Broker
Private agencies
Government
Less than 100000
100000 to 200000
200000 and above
Asian countries
Middle-East countries
African countries
European countries
American countries
Less than 4.00 years
4.00 to 7.99 years
8.00 to 11.99 years
12.00 years and more
Less than 30000
30000 to 49999
50000 and above
Bank
Western Union
Money Gram
bKash
Unfair ways

Frequency
13

Percentage
15.50

28
19

33.30
22.60

24
54
25
5
15
47
22
19
54
7
2
2
24
23
27
10
36
27
21
35
15
8
15
10

28.60
64.29
29.80
5.95
17.86
55.95
26.19
22.60
64.30
8.30
2.40
2.40
28.57
27.38
32.14
11.90
42.86
32.14
25.00
41.67
17.86
9.52
17.85
11.09

Source: Field survey, 2017
Table 5 reveals that most of the workers migrated abroad with a view
to escaping from the hardship of poverty and they migrated with the
help of broker. From the analysis, it is also found that all migrants meet
up their migration cost taking loan from various sources. Most of them
take loan between Tk.100000 and Tk.200000. Table 5 also reveals that
54 percent people migrated in Middle-East countries and most of the
migrants have average years at abroad by 8.00 to 11.99 years. The
study finds that majority of migrants transfer their monthly earnings
below Tk. 30000 through banks.
Significant factors of international remittance
The significant factors that affect international remittance are
estimated by a multiple regression model. The regression is analyzed
Copyright @ 2018 REMITTANCES REVIEW © Transnational Press London
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with Stata-13 and the estimated result is presented in the following
table.
Table 6.
Results for the significant factors of international
remittance
Variable
Coefficient
Robust Std. Err.
t-ratio
p >|t|
Constant
270993.4
27813.11
9.74
0.00
Age
47.74
980.40
0.05
0.96
Education
866.31
1856.70
0.47
0.64
Household size
4956.68*
2610.65
1.90
0.06
Training
71791.24***
29819.65
2.41
0.01
Years at
6095.20**
2809.69
2.17
0.03
abroad
Skill
43655.91*
24999.87
1.75
0.09
Earnings
32219.12*
19816.54
1.63
0.10
F(7, 76) = 408.47; Prob.> F = 0.0000; R2 = 0.8529; Root MSE = 45044;
Note: ***, ** and * 1%, 5% and 10% level of significance

Source: Authors’ calculation based on survey data, 2017
Table 6 shows that the value of R2 is 0.8529 indicate that explanatory
variables of the model explain the dependent variable by 85 percent.
On the other hand, the value of F statistic is 408.47 with Prob.>F=0.0000
expresses the good overall significance and fitness of the model.
Since the paper is studied with primary data, heteroscedasticity may
exist in data. To make the estimated result free from this problem, the
study takes Robust Standard Error action. The study also calculates VIF
for multicollinearity diagnosis and the values of VIF reveals that there
is no multicollinearity among explanatory variables. The estimated
Durbin-Watson test reveals that no autocorrelation exists in model. The
study finds household size, training, skill, years at abroad and earnings
as significant variables although all variables exhibits the expected
sign.
The estimated coefficient of household size is 4956.68 reveals that total
amount of remittance transferred per year may be increased by
Tk.4956.68 if an extra unit of family members is added with household
size. This is significant at 10 percent level of significance. The rational
explanation may be that the more the number of family member, the
more the demand for basic needs in the family. To meet up this
demand, migrants have to work more and transfer more remittance
to the families. Emanuel et al. (2012); Sackey (2011); Miotti et al. (2010)
and Olatomide and Awoyemi (2012) have also found the similar result.
Total amount of remittance transferred per year may be increased by
Tk.71791.24 if migrants are trained which is significant at 1 percent
level of significance. The result may be interpreted by the fact that
migrants who take training acquire technical and vocational
www.tplondon.com/rem
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knowledge which accelerates their productivity and goes up the
level of earnings. Consequently, they can transfer more remittance.
The result is in line with Khan and Shah (2012).
Similarly, total amount of remittance transferred per year may be
increased by Tk.6095.20 if migrants years at abroad is increased by
one unit is significant at 5 percent level of significance. The result is
interpreted by the fact that after some periods of time, migrants can
adopt with the environment of host country, establish social networks
and gain more experience. Consequently, they get highly salaried
jobs and remit more continuously. Nathan (2014); Khan and Shah
(2012); Miotti et al. (2010); Sackey (2011); Emanuel et al. (2012) and
Kundu (2016) have also found the similar result.
The coefficient of skill reveals that if migrants are skilled, total amount
of remittance transferred per year may be increased by Tk.43655.91
which is significant at 10 percent level of significance. The result is
supported by the fact that skill enhances the productivity and
capability of migrants in doing jobs which ultimately induces them to
the better paid jobs. The result is in line with Khan and Shah (2012) and
Kundu (2016).
The study also finds that if migrants’ monthly earnings are increased
by one unit, total amount of remittance transferred per year may be
increased by Tk.32219.12 which is significant at 10 percent level of
significance. The rational explanation may be such that if migrants
earn more income, they remit more to the home country. Goschin
and Roman (2012); Unan (2009); Havoli (2009) and Mccoy (2007) have
also found the similar result.
From the above analysis, it is revealed that household size, years
abroad, and migrants earnings are positively related to total amount
of remittance transferred. This result supports that migrants of
Bangladesh send their earnings to their families motivated by mixed
views such as altruistic, loan repayment and exchange view.
Utilization of remittance
The more the easy of earning remittance, the more the difficult to get
benefit from it because of the proper utilization of remittance is not
easy. Without proper using the received remittances, it is never
possible to reduce poverty and enhance welfare. The utilization of
remittance is analyzed with descriptive statistics including minimum,
maximum, standard deviation, mean and percentage. The estimated
result is presented in the following Table.
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Table 7: Utilizations of international remittance
Sectors of
utilization

Minimum Maximum

Std.
Deviation

Mean

Percentage

Food

4800.00

17700.00

2726.59

9123.97

50.01

Non-food

400.00

33512.00

5795.87

3778.37

20.71

Housing

0.00

21600.00

4668.62

2665.67

14.61

Durable goods

0.00

17500.00

3193.51

1092.36

5.99

Medical
treatment

0.00

10000.00

1498.29

930.58

Education

0.00

14000.00

2146.59

374.76

2.05

Investment

0.00

9571.00

1193.63

277.01

1.52

5.10

Source: Authors’ calculation based on survey data, 2017

Table 7 shows that remittance is utilized in various sectors like, food,
non-food items (clothing and shoes, utility bills, cosmetics and
stationary goods, festivals and donations, travelling and
entertainment), housing, durable goods (fridge, TV, furniture,
ornaments, computer, mobile phone, solar panel and so on), medical
treatment, education and investment sectors. Among these sectors,
remittance is mostly utilized in consumption of food purpose and it is
about 50.01 percent. Beyond food sector, remittance is utilized in nonfood sector and it is about 20.71 percent. On the other hand,
remittance recipient households utilized their receipt remittance
lowest in investment sectors and it is about 1.52 percent.
This result interprets that very few households utilize remittance for
investment purposes like business, savings and real estate which
would create new employment and income earning opportunities.
That is, to get proper benefit from remittance, households have to be
encouraged to spend it on productive purposes.
Conclusion and Policy Recommendations
The study emanates three conclusions and three relevant policy
recommendations. Firstly, the study finds that most of the migrants of
Bangladesh are less educated, unskilled, untrained and low
experienced. On the other hand, they mostly migrate Middle-East
countries with the help of broker taking huge amount of loan. The
study also finds that majority of the migrants are engaged with
cleaning, housekeeping, driving and so on as occupation. As a result,
they get lower wage. Secondly, the study reveals that household size,
years at abroad, training, skill and earnings are the significant factors
that affect migrants to remit more in the country. These factors
support that migrants remit their earnings in the country motivated by
www.tplondon.com/rem
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mixed views altruistic, loan repayment and exchange view. Finally,
the study finds that majority of migrant households utilize remittance
for consumption of food and very few households utilize remittance in
investment purposes like business, real estate, savings and so on what
would create more employment opportunities.
Based on these findings, the study recommends three policies. The first
policy is, with respect to migration, that if proper vocational and
technical education and training, migration loan facilities are
provided to migrants of Bangladesh, their demand in host countries
may be increased significantly. The second policy is, with respect to
remittance receiving, that if the government of Bangladesh takes
care of significant factors, the country may receive more remittance.
The third policy is, with respect to utilization of remittance, to get the
anticipated benefit from remittance, the government and nongovernment authorities have to take initiatives to aware people in
utilizing remittance on investment purposes.
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