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EXECUTIVE SUMMARY 

 

This book examines how remittances affect various facets of households’ 

vulnerability in the three countries of the Western Balkan: Macedonia, Albania 

and Serbia, which are large recipients of such inflows. We examine the nexus 

between remittances and social vulnerability in a quantitative rigorous way – in 

order to understand the strength with which remittances work for development – 

but also to understand the specific contexts in which this relationship occurs. The 

quantitative analysis is based on an index of social vulnerability comprehending 

various aspects of vulnerability like income, unemployment, health condition, 

housing, material deprivation, leisure time. Then, remittances are allowed to 

affect vulnerability in fairly standard regressions. A special attention is paid to the 

endogeneity of remittances in the proposed network, as well on the only 

plausible exogeneity of the proposed instruments. We use the Remittances 

Survey 2012 for Macedonia, Living Standard Measurement Survey 2012 for 

Albania and the Survey on Income and Living Conditions 2013 for Serbia. The 

qualitative part relies on primary data collected from about 15 interviews 

conducted in each of the three countries. In-depth interviews are utilized to 

examine and understand the causes of emigration, remittances pattern as well 

their interrelation with various aspects of social vulnerability. 

In all three countries, remittances were found to have a strong effect on 

vulnerability (and considering that in Serbia, the reverse causality may hold: it 

may also be that more vulnerable households are more prone to send migrants). 

Remittances’ reducing effect on vulnerability is found weaker in Macedonia, and 

working only through the income component of the vulnerability (poverty). On 

the other hand, in Serbia, only rural households were found to be affected in a 

similar fashion, while in urban areas, remittances actually increase vulnerability, 

which likely suggests that actually more vulnerable households in towns are more 

likely to send migrants abroad in order to be pulled out of poverty and 
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vulnerability. Results in the two countries pursuing IV analysis further suggest 

that once we relax the assumption of strictly exogenous instrument and allow for 

a certain direct influence between the instrument and the outcome variable, we 

find that the positive influence of remittances on vulnerability endures up to 6% 

and 11% of direct influence, in Macedonia and Albania, respectively, after which 

it vanishes. 

The qualitative analysis suggests that contexts in which remittances affect 

vulnerability facets in the three Western Balkan countries are similar: remittances 

are an important income, frequently ranging up to 90% of total household 

income, they are used for house building and repairs, for support of health issues, 

including financing of complex surgeries, they supplement schooling expenses, as 

well as help in facing unexpected shocks onto the household. Some patterns in 

Albania may be slightly different than in Macedonia and Serbia, like the approach 

to build new houses instead of renovating the existing one, spending remittances 

for private education and the existence of a market for second-hand cloth 

obtained from emigrants. 

Overall, through both the quantitative and qualitative analyses, we documented 

remittances as a social protection vehicle in all three countries. Namely, 

remittances likely reduce vulnerability in Macedonia, Albania and Serbia.  
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1. CHAPTER – INTRODUCTION 

 

Marjan Petreski 
Blagica Petreski 
 

Remittances have become significant, if not the largest, private source of finance 

for households in developing countries, although they cannot be considered a 

substitute for foreign direct investment (FDI), official development assistance 

(ODA), debt relief or other public sources of finance development. Still, being pro-

poor, counter-cyclical and relative stable source of financing even during the crisis 

years, remittances appeared to be both complement and substitute to other 

sources of Balance of Payments financing in many developing countries.These 

flows were three times larger than official development assistance in 2013, and 

are steadier than both private debt and portfolio equity flows. Remittance flows 

are significantly larger than total foreign direct investment to developing 

countries, excluding China. They are also a more stable component of receipts in 

the current account, reliably bringing in foreign currency that helps sustain the 

balance of payments and dampen gyrations. 

According to the World Bank (2016), officially recorded remittance flows to 

developing countries reached US $432 billion in 2015, 0.4 percent higher than last 

year. In absolute terms, India was the largest remittance-receiving country, with 

an estimated $69 billion in 2015, followed by China ($64 billion), and the 

Philippines ($28 billion). However, in relative terms, small countries like 

Tajikistan, Lebanon, Kosovo and Lesotho are even bigger recipients, as the share 

of remittances in GDP reaches even 50%.The growth in remittances is expected to 

accelerate to 3.8 percent in 2016, raising flows to US $448 billion. Global 

remittance flows, including flows to higher-income countries, are expected to 

follow a similar pattern, rising from US $582 billion in 2015 to US $603 billion in 
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2016. If unofficially remitted money is added, then these figures would be 

probably much bigger. 

The sheer size remittances assumed in the previous decade brought the topic of 

their effects to the forefront of development discussions. Primarily, remittances 

aid household consumption: for the poorest households, they may represent a 

major share of total consumption ranging even above 90%. By so doing, they help 

household alleviate and/or escape poverty. By financing children’s education and 

healthcare expenses, as well as by supporting the erection of micro businesses, 

they contribute to economic growth. Even if they are used for consumption only, 

they create a multiplier effects, especially in countries with high unemployment. 

In many countries, remittances are invested in the purchase of real estate or 

luxury goods, demonstrating migrants’ desire to help families left behind by 

providing housing, but also basis for better standard of living. In one word, 

remittances contribute to softening a variety of vulnerability indicators of 

households, ranging from poverty, to housing, health, education, leisure and so 

on. Overall, irrespective of the form of their usage, remittances support demand 

in the recipient country, hence producing a multitude of positive effects. 

This book examines how remittances affect various facets of households’ 

vulnerability in three countries of the Western Balkan: Macedonia, Albania and 

Serbia. Our intention is to examine the nexus between remittances and social 

vulnerability in a quantitative rigorous way – in order to understand the strength 

with which remittances work for development – but also to understand the 

specific contexts in which this relationship occurs. According to the officially 

registered remittances that Macedonia, Albania and Serbia receive, 3.4%, 8.6% 

and 8.4% of their GDP, respectively, are international remittances (2014), 

providing a large source of financing of the balance of payments, as well as 

softening poverty and helping growth. 
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In order to examine the nexus between remittances and vulnerability in the three 

countries, we pursue both quantitative and qualitative analyses. The quantitative 

one starts with devising an index of social vulnerability comprehending various 

aspects of vulnerability like income sources, unemployment health condition, 

housing, material deprivation, leisure time. Then, we investigate whether 

remittances have an impact on the vulnerability index designed in this manner. 

However, as this framework may be endogenous – remittances contribute to 

vulnerability reduction, but more vulnerable households may be more inclined to 

send migrants abroad – we use a variety of instruments to identify the causal 

relationship. As usual in the literature, instruments exogeneity may be disputed. 

To avoid this trap, we utilize a novel method which allows potentially direct 

influences between the instrument and the outcome. We use the Remittances 

Survey 2012 for Macedonia, Living Standard Measurement Survey 2012 for 

Albania and the Survey on Income and Living Conditions 2013 for Serbia. The 

qualitative part relies on primary data collected from about 15 interviews 

conducted in each of the three countries. In-depth interviews are utilized to 

examine and understand the causes of emigration, remittances pattern as well 

their interrelation with various aspects of social vulnerability. 

Devised in such a manner, the study brings a variety of novelties, comprising 

contributions to the current sparse of knowledge on remittances. First, the study 

examines the nexus remittances-vulnerability. The literature on how remittances 

affect poverty – the income aspect of vulnerability – is rather vast. However, the 

effects of remittances on vulnerability in a comprehensive sense have been rarely 

investigated. Analyses rather focused on partial aspects of vulnerability, like 

income, unemployment, health or education. This study is among the few 

attempts, if not the only one, capturing social vulnerability in an inclusive 

manner. Second, the study recognizes the problem with weak instruments for 

social vulnerability. While previous studies made considerable efforts to justify 

instruments’ exogeneity, journal reviewers’ comments almost always stumbled 
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around the issue of how good an instrument is. The study is the first to apply the 

method of Conley et al. (2012) in a context throwing doubt on instrument’s 

exogeneity, hence allowing for a potential direct influence between the 

instrument and the outcome variable, and then observing how it (may) change 

results. Third, after having examined the remittances-vulnerability issue in a 

rigorous quantitative manner, the study continues with flavoring of the context 

by adding the quantitative analysis from the 15 in-depth interviews with 

vulnerable remittance-receivers per country. While such an approach is by no 

means new or rare, it has been not often applied in such a context and hence 

may provide additional information which the reader may not find elsewhere. 

Overall, this book aims to fill the identified gaps and thereby contributes to the 

vivid public debate on how remittances may cure vulnerability of recipient 

households. While the chapters in the book provide rich details and analysis on 

the link between remittances and vulnerability in Albania, Macedonia and Serbia, 

we believe it is possible to learn some general lessons and policy measures.  

The book is structured as follows: Chapter 2 provides an extensive overview of 

the current literature. It examines the facets of vulnerability; then, it delves into 

portraying the patterns of migration and remittances on one side, and 

vulnerability on the other. Chapter 3 presents the methodological approach in a 

broad manner. It pays a special reference to the method of Conley et al. (2012) 

for dealing with an only weakly exogenous instrument. Then, the chapter 

presents the data in the background of the quantitative analysis, as well the 

process of gathering the interview data in the background of the qualitative 

analysis.  

Chapters 4, 5 and 6 present the results for Macedonia, Albania and Serbia, 

respectively. Each chapter starts with a description of the migration/remittances 

and vulnerability patters in each country, with special focus on the created index 

on vulnerability. Then, the results of the quantitative analysis are presented with 
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a set of sensitivity and robustness checks. The final part of each chapter presents 

the results of the qualitative analysis. 

Chapter 7 provides a comparison of the patterns, results, findings and contexts in 

the three countries, pointing out the differences in the remittances-vulnerability 

nexus and their potential causes. Chapter 8 concludes and offers some policy 

advice. 
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2. CHAPTER– THEORETICAL BACKGROUND AND LITERATURE 

OVERVIEW 

 

Despina Tumanoska 

 

2.1 Introduction 

 

This chapter gives a review of the existing literature – both theoretical and 

empirical – ondifferent aspects related to the main topic of this research - if and 

to what extent remittances serve as a social protection tool. At the very beginning 

(Section 2.2), vulnerability is explained and different questionsare addressed: 

who, where, when and why does vulnerability persist and how to measure 

thevulnerability. Section 2.3 treats the difficulties with measuring 

vulnerability.Then, in Section 2.4, the need for social protection and its effects on 

the following social indicators: poverty alleviation, improvements in health and 

education outcomes, hunger reduction and nutrition improvements, and accessto 

full and productive employmentare explained:. Section 2.5 elaborates the existing 

theoretical models for international migrations, mainly referring to the New 

Economics of Labor Migration, a model that perceives migration as a household-

level decision, in order not only to maximize income, but also to minimize and 

spread risks. The last, Section 2.6, gives extensive evidence about the effect of 

remittances on poverty, economic growth, investments, housing conditions, 

human capital and labor-market outcomes. Also, this section explores the existing 

literature on the potential of remittances to act as informal social protection 

mechanism and how vulnerable groups could use migration and remittances to 

avoid situations of disadvantage. 
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2.2 Vulnerability – definition, components and characteristics 

2.2.1 Vulnerability Definition 

 

Research on vulnerability has become a deeply interdisciplinary science, because 

many studies on this topic are related to different scientific fields. Practitioners 

from different disciplines like economics, sociology, anthropology, disaster 

management, environmental science, health, nutrition, use different meanings 

and concepts of vulnerability, which in turn, have led to diverse definitions. 

However, all of them have the same goal: to provide the scientific basis upon 

which to investigate, assess and recommend actions for the reduction of the 

vulnerability factors.  

In the risk-management literature, vulnerability is decomposed into several 

components of the risk chain: a) the risk or risky event; b) the options of 

managing risk; and c) the outcome in terms of a welfare loss. Vulnerability begins 

with the notion of risk. The risk is characterized by a known or unknown 

probability distribution of events. These events are themselves characterized by 

their magnitude, their frequency and duration, and their history – all of which 

affect vulnerability from the risk. Households can respond to, or manage, risks in 

several ways. Risk management involves ex ante and ex post activities. 

Households often face constraints to adopting efficient risk management 

practices. These constraints are related to problems of asymmetric information, 

incomplete or missing financial and insurance markets, cognitive failures in the 

assessment of risks, the inability of informal mitigation efforts due to covariate 

risks, and exclusion from social networks (Holzmann and Jorgensen, 1999). Risk, 

combined with the household responses, lead to the outcome, which is 

determined by the magnitude, timing and history of risks and risk responses 

(Siegel and Alwang, 1999). According to Alwang et al. (2001) some general 

principles of the vulnerability are: a) it is forward-looking, b) it is caused by 
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uncertain events, and c) it depends on household’s ability to respond to the risk, 

the access to assets and on the time horizon.  

According to the United Nations International Strategy for Disaster Reduction 

(UNISDR, 2012), there are four main types of vulnerability: physical, economic, 

environmental and social vulnerability. Beside these types, Philip and Rayhan 

(2004) define political vulnerability as lack of public awareness and limited access 

to political power. The level of population density, remoteness of settlements, 

the site, design and materials used for infrastructure and for housing are the main 

determinants of the physical vulnerability.  The economic status of people is the 

basic determinant of the economic vulnerability. There is a negative correlation 

between these two variables. The poor are more vulnerable because they lack 

assets for “easy” coping with different disasters and shocks.   Natural resources 

depletion and resource degradation are key aspects of the environmental 

vulnerability. Environmental vulnerability concerns land degradation, 

earthquake, flood, hurricane, drought, storms, water scarcity, deforestation, and 

other threats to biodiversity. 

UNISDR defines the social vulnerability as the inability of people, organizations 

and societies to withstand diverse impacts to hazards due to characteristics 

inherent in social interactions, institutions and systems of cultural values. It is 

linked to the level of wellbeing of individuals, communities and society. It includes 

aspects related to levels of literacy and education, the existence of peace and 

security, access to basic human rights, systems of good governance, social equity, 

positive traditional values, customs and ideological beliefs and overall collective 

organizational systems.  

According to Warner (2006), social vulnerability is made unique by at least these 

three characteristics: focus on people, complex social systems and non-structural 

solutions. People who are at greater risk to be negatively impacted by a disaster 

or shock are at the focus of the social vulnerability. The aspect of the complex 
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social system means that the social vulnerability is an interdisciplinary 

phenomenon, because scientists from different disciplines tried to explain the 

principles and aspects it relies on. The concept of non-structural solutions 

proposes strengthening the capacity of people to respond to shocks, instead of 

using structural measures like flood walls, dams, irrigation systems that were 

used in the past. In its broadest sense, social vulnerability is one dimension of 

vulnerability to multiple stressors and shocks, including abuse, social exclusion 

and natural hazards. The term social vulnerability was introduced in 1976 by 

O’Keefe, Westgate and Wisner (O’Keefe et al. 1976) and relates with natural 

hazards and disasters which consist of damages caused by cyclone, flood, 

earthquakes, as well as drought and rising salinity. They consider that the human 

actions and behavior rather than the nature’s behavior are the root of the natural 

disasters.  Smith (2005) summarizes: “It is generally accepted among 

environmental geographers that there is no such thing as a natural disaster. In 

every phase and aspect of a disaster—causes, vulnerability, preparedness, results 

and response, and reconstruction—the contours of disaster and the difference 

between who lives and who dies is to a greater or lesser extent a social calculus”. 

Philip and Rayhan (2004) define social vulnerability as “an exposure to some 

frequent hazards like: rapid population growth, poverty and hunger, poor health, 

low levels of education, gender inequality, fragile and hazardous locations and 

lack of access to resources and services, including knowledge and technological 

means, disintegration of social patterns. It means that despite the natural 

disasters, there are other sources that cause the social vulnerability, which can 

range from macroeconomic shocks, health hazards, personal insecurity and 

socially compulsive expenses. Macroeconomic changes can be caused by changes 

in the external trading environment and/or a consequence of domestic policies. 

Health hazards refer to the expenditures on member illness and livestock death 

through diseases. Personal insecurity includes theft, eviction from land, money 

cheating, land litigation, physical assault, physical threats, police harassment, 
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court/police expenses, rape and abandonment of women. Others include a death 

of the main earner” (p.6). 

All mentioned factors lead to deterioration in the economic conditions and 

people’s activities, which can cause a shortfall of the individuals’ income or the 

income of the household. This means that the income shocks are the root of the 

vulnerability. According to many studies, poor are the most vulnerable to income 

shocks. Maitra (2001) found that the poorest households in rural India are the 

most vulnerable to income shocks as consumption generally tracks income more 

closely for the poorer households. Evidence on vulnerability to income risks from 

rural China showed that those in poorest wealth deciles are the least well-

insured, with 40 per cent of an income shock being passed on to current 

consumption (Jalan and Ravalion, 1999). Kurosaki (2002) investigated 

vulnerability in Pakistan based on a two-period panel dataset. The household was 

defined as vulnerable to consumption risk if it had to drastically reduce its 

consumption level when hit by a negative income shock. Regression analyses with 

consumption change as a dependent variable showed that: first, households are 

more vulnerable to consumption poverty when they are hit by shocks outside 

employment than by shocks in self-employment; second, the dynamically 

vulnerable group includes households led by the aged persons, with less land, and 

without regular remittancereceipt. Therefore, remittances, labour markets, credit 

access, and household assets are important determinants of households’ 

vulnerability to income risk. The results suggest that these vulnerable households 

should be the target of poverty-eradication and safety-net policies. Without 

effective protection and promotion by public policies, these vulnerable 

households may not be able to come out of the poverty trap with low level of 

human and physical capital. 
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2.2.2 The 5 W’s of the vulnerability 

 

In order to better understand the concept of the vulnerability, it is essential to get 

the answers to the following questions: Who, Where, When and Why does 

vulnerability persist. 

Who are those most affected by vulnerability? Many authors recognized that 

marginalized groups such as poor, women, children and elderly, are the most 

vulnerable category to all kinds of shocks: environmental, economic, health, 

income, etc. (Blaike et al. 1994; Morduch, 1994). But, some of them, such as poor 

women, may find some mechanisms to cope with the vulnerability. The 

participation in some social networks can help them better cope with various 

types of shocks (Olsson et al. 2004). 

Where is vulnerability the biggest problem? Vulnerability is most common in 

developing countries and countries in which low quality of life prevails. Some 

additional conditions like wars, conflicts, environmental degradation may lead to 

larger vulnerability even in more developed countries (Cutter et al. 2000). Wu et 

al. (2002) evolved the concept of “hotspots” which identify the areas where social 

vulnerability is concentrated. When is vulnerability most apparent? Vulnerability 

is most apparent in the immediate wake of disasters (environmental 

vulnerability) and other shocks (social and economic vulnerability) when unequal 

patterns of suffering and recovery gain attention. Because it is most apparent 

when calamity occurs, many studies of social vulnerability are found in risk 

management literature (Peacock and Ragsdale 1997; Alwang et al. 2001). 

Holzmann and Jorgensen (1999) coined the phrase “social risk management” to 

refer to the social management of risks - how society manages risks. Social risk 

management includes the broad range of formal and informal proactive and 

reactive risk management strategies by individuals, communities, nations and 

communities of nations. From a social risk management perspective, social 

protection addresses how vulnerable households can be helped to better manage 



13 

risks and become less susceptible to welfare losses. However, social vulnerability 

is a pre-existing condition that affects society’s ability to prepare for and recover 

from a disruptive event. Shocks introduce new vulnerabilities as people are 

exposed to the stresses induced by reconstruction. 

Why does vulnerability persist? Vulnerability is created through the interaction of 

social forces and multiple stressors, and resolved through social means. While 

individuals within a vulnerable context may break through the “vicious cycle, 

“vulnerability itself can persist because of structural – i.e. social and political – 

influences that reinforce vulnerability. In a time when policy directives 

increasingly focus on reducing aspects of vulnerability – such as poverty, hunger, 

disease, etc. – it is critical to understand these reinforcing factors and to address 

the systems in which vulnerability occurs.  

 

2.2.3 Major concerns and debates 

 

Although the literature is rich with different definitions and points of view of the 

vulnerability, and the range of disciplines that deal with the concept of 

vulnerability is very wide, research is unanimous: the major thematic concerns 

related to the vulnerability are the following: 

 Policy frameworks - Vulnerability operates at the intersection of 

sustainability and development. Good governance and quality social 

protection policies reduce vulnerability. Maintaining and strengthening 

support for the most vulnerable groups must remain a crucial part of any 

strategy for an economic and social recovery (OECD, 2008). The concept of 

vulnerability requires integration into sustainable development to achieve 

its full potential and reduce the adverse impacts of external shocks. 

 Water - Scarcity of water and water quality issues are main concerns for 

the future. The lack of access to improved water sources makes people 
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susceptible to diseases and deterioration in health, and in the case of 

sustenance farmers, threatens their livelihoods. Ultimately, a threat to 

people’s livelihoods and their physical health is a factor that contributes to 

vulnerability (Epstein, 1999). 

 Environment - Environmental degradation increases people’s risk to suffer 

from natural hazards. It is mostly the poor and marginalized who live in 

areas of highest risk. Encroaching deserts threaten people’s livelihoods and 

strain their resources to recover. Deforestation makes slopes more 

susceptible to land-/mudslides and reduces their ability to drain 

precipitation. Catastrophic landslides that kill hundreds of people are 

common in urban slums. Coastal erosion, drainage of wetlands and the 

distraction of mangroves elevate physical exposure and make people more 

susceptible to catastrophic hurricanes (typhoons, cyclones) and storm 

surges (Peacock and Ragsdale 1997). 

 Gender - Factors such as traditional division of labor, limited access to 

education and health care, lack of empowerment and entitlement, put 

women at the forefront of vulnerable groups (Morrow 1997; Fothergill 

1996). They care for children and the elderly. The home-bound status of 

many women often makes them the first victims of variety of stressors 

(Sapir 1993). Development programs that target women and girls can 

directly or indirectly reduce women’s vulnerability. 

 Violence - Civil strife and war further complicate the landscape of 

vulnerability. Just as vulnerability to natural hazards is revealed by 

disasters, the same is true for violent conditions. When civil disruptions 

occur it is expected that vulnerable groups will feel the impacts most 

negatively, and recover the most slowly. The vulnerability exposed during 

violent disruption is an indicator for both the underlying resilience of a 
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society, as well as a measure of the overall impact and extent of suffering 

caused by external shocks.  

 

2.3 Measuring vulnerability 

 

Research on vulnerability frequently deals with elements that are difficult to 

measure – either because data is unavailable or because the factor of interest is 

difficult to quantify. Debates surround the question of how to measure the 

“immeasurable” in ways that are meaningful to policymakers and operational 

institutions in the realm of sustainable development (Bell and Morse, 2000). 

Policy makers require focused research – an effective mix of rich anecdotal, local 

information about vulnerability linked with measurable indicators, numbers, 

values upon which political decisions can be based.  

Since the vulnerability has two sides: a) an external side of risks, shocks and stress 

to which an individual or household is subject; and b) an internal side which is 

defenselessness, meaning a lack of means to cope without damaging (Chambers, 

2006), it is necessary to weigh two components of vulnerability: a) the degree of 

risk exposure and b) the capability to face negative shocks (Sabates Wheeler and 

Haddad, 2005).  

The different indicators of well-being and quality of life provide a multitude of 

indirect information on these two components of vulnerability. Some aggregate 

indices capturing vulnerability of a nation could be: 

 The UNPD Human Development Index (HDI) is a summary measure of the 

average achievement in key dimensions of human development: a long 

and healthy life, being knowledgeable and have a decent standard of living 

(UNPD, 2007). 
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 The ILO’s Decent Work Indicators distinguish six aspects: the opportunity 

for work, the freedom of choice of employment, productive work, equity 

at work, security at work and dignity at work (ILO, 2008a). 

 The OECD Social Indicators grouped into four categories: self-sufficiency, 

equity, health status and social cohesion (OECD, 2009). 

 The European Union Indicators of Social Inclusion, which notably concern 

poverty, inequality, employment, education and health (European 

Commission, 2006). 

 

All these indices are the aggregate level, i.e. measure vulnerability at the level of 

country. 

There is no consensus in the literature on the indicators defining vulnerability at 

the individual or household level. The micro-triggers of vulnerability (i.e. those 

affecting wellbeing negatively) could be loss of job (and hence income), illness, 

death and the like. 

According to Rygel et al. (2006) important tasks in vulnerability assessment are 

the identification of suitable vulnerability indicators and the construction of an 

overall vulnerability index from those indicators. In their effort to construct a 

vulnerability index, they used the following vulnerability indicators: poverty, 

gender, race and ethnicity, age, and disabilities. The poor, women, youth and 

elderly, racial minorities, people with mental or physical disabilities, are more 

vulnerable than any other category of people, because they have limited assets, 

capabilities, physical or economic resources or support for effective response to a 

disaster.  

Cutter et al. (2003) constructed an index of social vulnerability to environmental 

hazards, called the Social Vulnerability Index (SoVI) for the USA. They used 9 

independent factors that differentiated U.S. counties according to their relative 

level of social vulnerability: personal wealth, age, density of the built 
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environment, single-sector economic dependence, housing stock and tenancy, 

race, ethnicity, occupation and infrastructure dependence. Each factor was 

viewed as having an equal contribution to the county’s overall vulnerability. The 

result showed that the vast majority of the US counties exhibit moderate levels of 

social vulnerability. The SoVI ranges from -9.6 (low social vulnerability) to 49.51 

(high social vulnerability), which resulted in vulnerability score of 1.54 for all US 

counties. Adger et al. (2004) defined nine categories of vulnerability indicators: 

economic wellbeing; health and nutrition; education; physical infrastructure; 

institutions, governance, conflict, and social capital; geographic and demographic 

factors; dependence on agriculture; natural resources and ecosystems; and 

technological capacity. They also indicated potential variables for each of those 

categories and proxies for those variables; they then attempted to validate those 

proxies. For the category of economic wellbeing, for instance, they identified 

national wealth, inequality, and economic autonomy as important variables and 

named gross domestic product (GDP) percapita, the Gini index and debt 

repayments as a percentage of GDPas potential proxies for those variables. In 

their validation exercise, they found thatGDP per capita and the Gini index were 

good proxy indicators (i.e., they were statistically significant), but that debt 

repayments as a percentage of GDP were not. Other potential proxies that were 

used in this study are: education expenditure, literacy rate, health expenditure 

per capita, calorie intake per capita, population without access to sanitation, 

population within 100km of coastline, rural population, unpopulated land area, 

forest change rate, etc. Adger et al. (2004) then outlined four different 

approaches to developing composite indices: (1) constructing a single index by 

aggregating all relevant proxies,(2) a single index by defining geographical 

groupings, (3) separate indices representing different elements of vulnerability, 

and (4) vulnerability profiles for each geographical entity. The result suggested 

that the best approach is to examine whether countries belong to the area of low, 

intermediate or high level of vulnerability for a variety of proxies and to assign 
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score for each proxy which may be averaged to produce a vulnerability index, 

rather than construction of a composite index. 

The utility of vulnerability indicators is that they enable a diagnosis of a situation’s 

degree of seriousness in different domains. On these grounds, they are used to 

target the interventions according to the sources of vulnerability and according to 

the populations most directly threatened. They will also provide an instrument 

with which to evaluate the policies’ efficacy.  
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2.4 The need for social protection and its effects 

 

Social protection is generally defined as a set of formal or informal mechanisms 

which enable households either to reduce vulnerability and risks or to cope with 

economic shocks. The evidence that households in developing countries are 

exposed to high risk, with important welfare consequences, is plenty (Morduch 

1995, Fafchamps 2003). These risks range from individual-specific ones, such as 

illness, death or unemployment, to economy-wide risks, such as drought or 

recession. The poorest ones are typically least insured against shocks and large 

part of income shock is directly transferred onto their consumption (Jalan and 

Ravallion, 1999).  

According to the ILO’s World Social Protection Report 2014/2015, in 2012, only 

27 per cent of the working-age population and their families across the globe had 

access to adequate social security systems. In other words, almost three-quarters 

of the world’s population, about 5.2 billion people, do not enjoy access to 

adequate social protection. Inadequate or absent social protection leads to 

economic and social erosion, increased poverty and inequality, recession, slower 

economic growth and insufficient investment in human capital. Many of those 

not sufficiently protected live in poverty, which is the case for half the population 

of middle- and low-income countries (World Bank, 2014). Many of them, about 

800 million people, are working poor and many work in the informal economy. 

The literature on social security systems agrees that the core objectives of these 

systems are to prevent poverty among the vulnerable, and smooth consumption 

profiles over person’s lifetime. Some authors (Skoufias and Parker, 2001) believe 

that the principal objective should be the alleviation of extreme poverty. Others 

(Berg and Ostry, 2013) propose a broader approach, giving the social security 

system a central role in the society’s income redistribution policy. A third group 

believes that the central objective is to ensure inappropriate human development 
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(Adato and Hoddinott, 2007; Adato and Bassett, 2008), while still others (ILO, 

2014b) focus on the need to promote economic development at a macro level, 

eliminating factors that could produce distortions in the various markets. 

Evidence suggests that the social protection schemes offered by governments 

have successfully reduced poverty in Africa, Asia, Central and Eastern Europe, and 

Latin America, potentially delivering much faster results than those expected 

from the “trickle-down” effects of economic policies. Equally importantly, social 

protection programs have had even larger effects on reducing the depth of 

poverty. For example, South Africa’s non-contributory grants have reduced the 

poverty gap by more than one-third (Woolard et al. 2010), theOportunidades 

program in Mexico has reduced the numbers living in poverty by 10 per cent and 

the poverty gap by 30 per cent (Skoufias and Parker, 2001), and Kyrgyzstan’s 

Social Protection Program has reduced the number of people living in extreme 

poverty by 24 per cent and the poverty gap among beneficiaries by 42 per cent 

(World Bank, 2003). The expansion of food assistance in the United States is 

reported to have reduced the number of households in extreme poverty by half 

(CBPP, 2014). Overall, social transfers and taxation have reduced poverty by more 

than 50 per cent in most European countries. 

Studies in South Africa and Latin America also document significant 

improvements in health and education outcomes, particularly in response to both 

conditional and unconditional cash transfer programs and social health initiatives 

(Adato and Hoddinott, 2007; Samson et al. 2006; Samson et al. 2004).Child 

benefits (particularly cash transfers) and school assistance packages improve 

school attendance (OECD, 2009). According to Adato and Bassett (2008), transfer 

programs in Bangladesh, Brazil, Cambodia, Ecuador, Ethiopia, Malawi, Mexico, 

Nicaragua, Pakistan, South Africa and Turkey, demonstrated significant increases 

in children’s school enrolment and attendance. Increasing resources in the hands 

of women improves women‘s empowerment and child survival, nutritional status 

and school attendance (UNICEF, 2007). 
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Also, the adequate social protection improves the quantity and diversity of food 

consumption. In Africa, Asia and Latin America, cash transfers improved both of 

them (quantity and diversity) and in Mexico, Malawi and Colombia, better 

nutrition contributes to reduction in numbers of children with stunted growth 

(Yablonski and O’Donnell, 2009;Tirivayi et al. 2013).  

Social protection can contribute to better and more equal health outcomes in 

various ways. Financial support is needed to prevent families falling into poverty 

because of heavy out-of-pocket health expenditures. Thailand’s commitment to 

achieving universal access to health care led to significant improvements in 

health outcomes on number of measures, including take-up of services and the 

rate of health-related impoverishment (Evans et al. 2012). The Oportunidades 

Program in Mexico combined cash transfers and free health services with 

improvements in the supply of health services, leading to a 17 per cent decline in 

rural infant mortality over a three-year period and an 11 per cent reduction in 

maternal mortality rates (Barham, 2010). InGhana, user fee exemptions for 

pregnant women led to significant reduction in the maternal mortality rate 

(Witter et al. 2007). More recently, there is evidence on the usefulness of broader 

social protection interventions in HIV and AIDS prevention, treatment, and care 

and support (Temin, 2010).  

There are different social protection measures, such as cash transfers, active 

labor market measures and family support policies, which can create access to 

employment for all, including vulnerable categories. In South Africa, workers in 

households receiving social transfers put more effort into finding work than those 

in comparable households not receiving these grants – and they are more 

successful in finding employment as a result. According to Samson and Williams 

(2007) in this country, labor-market participation among those receiving cash 

transfers was 13 to 17 per cent higher than in similar non-receiving households, 

with the greatest difference among women.  
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Participants in Zambia‘s cash scheme use a significant proportion of the benefits 

to hire labor, for example in order to cultivate the land around their homes and 

consequently multiply the value of the social transfers while creating 

employment for local youth (Tembo et al. 2014). In other countries, such as India 

and Uganda, cash transfers have been used to provide employment for local 

youth and poor people. Cash transfers can also provide critical resources for 

finding a job, supporting quality training and skills development, increasing access 

to credit and bolstering the resilience of agricultural smallholders in maintaining 

production. Mexico‘sOportunidades social transfer program is associated with 

local economy impacts that improve consumption, asset accumulation and 

employment broadly within communities. The participants in this program invest 

a portion of their social transfers in productive assets and are more likely to 

engage in entrepreneurial activities, improving their potential for sustainable self-

sufficiency (Gertler et al. 2012).  

Combining social protection and labor-market policies can produce a virtuous 

circle: social protection measures help to increase the employability of the poor 

and labor markets that work better for the poor to increase their participation 

and remuneration. Evidence shows that social protection promotes development, 

not dependency (ILO, 2014a). 

Social protection schemes contribute to sustainable economic growth by raising 

labor productivity and empowering people to find decent jobs. Social protection 

represents an investment in a country’s “human infrastructure “no less important 

than investments in its physical infrastructure. Only a population that is healthy, 

well-nourished and well educated can realize its potential for productive 

employment. 
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2.5 Migration and vulnerability 

2.5.1 Theoretical underpinnings 

 

Research on the economics of labor migration has undergone an exciting and 

significant transformation during the past years. At a theoretical level, migration 

research has contributed for better understanding of the gusts for migration, the 

way of making and the person who brings the decision for migration, the 

migrants’ behavior and so on.  At an empirical level, migration research led to 

better understanding the usefulness of the existing theories for labor migration 

and provided better estimations of key behavioral parameters.  

A variety of theoretical models has been proposed to explain why international 

migration begins, and although each ultimately seeks to explain the same thing, 

they employ radically different concepts, assumptions, and frames of reference 

(Massey et al. 1993). Neoclassical economics focuses on differentials in wages and 

employment conditions between countries, and on migration costs; it generally 

conceives of movement as an individual decision for income maximization and is 

related to the structural requirements of modern industrial economies. Dual 

labor market theory and world systems theory generally ignore such micro-level 

decision processes, focusing instead on forces operating at much higher levels of 

aggregation. According to this theory, the immigration is a natural consequence 

of the economic globalization that shook the world. In the 1980s and 1990s, the 

so-called New Economics of Labor Migration (NELM) emerged to challenge many 

of the assumptions and conclusions of neoclassical theory (Stark and Bloom, 

1985).A key insight of this new approach is that migration decisions are not made 

by isolated individual actors, but by larger units of related people - typically 

families or households - in which people act collectively not only to maximize 

expected income, but also to minimize risks and to loosen constraints associated 

with a variety of market failures, apart from those in the labor market. The new 

economics of labor migration rejects the neo-classical model which was evaluated 
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as too individualistic and rigid to deal with the complex and diverse realities of 

the migration and development interactions. This approach has gradually turned 

out to be a viable alternative to not only neo-classical, but also to structuralist 

approaches, gaining increasing acceptance in the 1990s. It was particularly Stark 

(1978) who revitalized thinking on migration in and from the developing world by 

placing the behavior of individual migrants in a wider societal context and by 

considering not the individual, but the family or household as the most 

appropriate decision making unit.  

Unlike individuals, households are in a position to control risks to their economic 

well-being by diversifying the allocation of household resources, such as family 

labor (Stark and Levhari, 1982). While some family members can be assigned 

economic activities in the local economy, others may be sent to work in foreign 

labor markets where wages and employment conditions are negatively or weakly 

correlated with those in the local area. In the event that local economic 

conditions deteriorate and activities there fail to bring in sufficient income hence 

increasing the risk of falling into vulnerability, the household can rely on migrant 

remittances for support. The fundamental assumption is that people, households 

and families act not only to maximize income, but also to minimize and spread 

risks to vulnerability. This may be considered the outlet where migration 

interconnects with the discussion of vulnerability. Internal and international 

migration is perceived as a household response to income risk, as migrant 

remittances provide income insurance for households of origin. The basic idea is 

that it is a superior strategy of the household to have member migrants 

elsewhere, either as a means of risk sharing or as an investment to higher 

earnings streams (Lucas and Stark, 1985). 

In developed countries, risks to household income are generally minimized 

through private insurance markets or governmental programs, but in developing 

countries these institutional mechanisms for managing risk, and hence reducing 

vulnerability, are imperfect, absent, or inaccessible to poor families, giving them 
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incentives to diversify risks through migration. In developed countries, moreover, 

credit markets are relatively well-developed to enable families to finance new 

projects, such as the adoption of new production technology. In most developing 

areas, in contrast, credit is usually not available or is procurable only at high cost. 

In the absence of accessible public or affordable private insurance and credit 

programs, market failures create strong pressures for international movement. 

The new economics of labor migration puts the household in imperfect credit 

(capital) and risk (insurance) markets that prevail in the most developing 

countries (Taylor, 1986). Stark (1985) argued that migration can be a household 

strategy to overcome such market constraints, and may potentially enable 

households to invest in productive activities and to improve their livelihoods, at 

the same time reducing their vulnerability. While remittances do not play a role in 

neo-classical theory of migration, NELM puts them in the center of the theory as 

one of the most essential motives for migrating and then for relieving 

vulnerability at origin. 

In summary, NELM yields a set of propositions and hypotheses that are quite 

different from those emanating from neoclassical theory (Massey, 1993): 

 Families, households, or other culturally-defined units of production and 

consumption are the appropriate units of analysis for migration research, 

not the autonomous individual; 

 The wage differential is not a necessary condition for international 

migration to occur; households may have strong incentives to diversify 

risks and reduce vulnerability through transnational movement, even in 

the absence of wage differentials; 

 International migration and local employment or local production are not 

mutually exclusive possibilities. Indeed, there are strong incentives for 

households to engage in both migration and local activities. In fact, an 

increase in the returns to local economic activities may heighten the 
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attractiveness of migration as a means of overcoming capital and risk 

constraints on investing in those activities. Thus, economic development 

within sending regions needs not reduce the pressures for international 

migration; 

 International movement does not necessarily stop when wage 

differentials have been eliminated across national boundaries. Incentives 

for migration may continue to exist if other markets within sending 

countries are absent, imperfect, or in disequilibria; 

 The same expected gain in income will not have the same effect on the 

probability of migration for households located at different points in the 

income distribution, or among those located in communities with 

different income distributions; 

 Governments can influence migration rates not only through policies that 

influence labor markets, but also through those that shape insurance 

markets, capital markets, and futures markets. Government insurance 

programs, particularly unemployment insurance, can significantly affect 

the incentives for international movement. 

 Government policies and economic changes that shape income 

distributions will change the relative deprivation of some households and 

thus alter their incentives to migrate; 

 Government policies and economic changes that affect the distribution of 

income will influence international migration independent of their effects 

on the average income. In fact, government policies that produce a higher 

mean income in migrant-sending areas may increase migration if relatively 

poor households do not share in the income gain. Conversely, policies may 

reduce migration if relatively rich households do not share in the income 

gain. 
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2.5.2 Sending a migrant as a shield – empirical debates 

 

Migration and the resulting remittances may have significant effects on 

household economic activities. Migration is associated with loss of human 

resources for the migrant-sending households which may translate into a loss in 

production. Households face a labor constraint when their members migrate. This 

reduction in labor may lead to decreased agricultural production and yields, or 

cropping income. It is also argued that if migrants take capital (human or 

financial) with them, migrant-sending households suffer additional losses in 

decreased capital stock. This in turn may adversely affect the productivity of 

other complementary inputs including labor (Taylor, 1999). These capital and 

labor losses may negatively affect welfare of migrant-sending households and 

economic growth of migrant-sending regions.  

On the other hand, remittances that follow migration are generally viewed as a 

source of income, social umbrella, and potential capital accumulation, and thus 

constitute the largest direct effect of migration on migrant-sending households. 

Taylor (1999) indicates that remittances can reduce or even reverse the negative 

effects of labor and capital losses associated with migration. Remittances can 

contribute directly to the incomes of migrant-sending households, as long as 

remittances are greater than the value of production lost due to migration. In 

addition, remittances can indirectly contribute to incomes, vulnerability and 

production of migrant-sending households. This is because remittances facilitate 

households to overcome capital and risk constraints on production activities. In 

the absence of credit markets, households can utilize remittances to purchase 

production inputs that could improve on-farm and off-farm production activities. 

The New Economics of Labor Migration shows that the easing of capital and risk 

constraints is a crucial condition for the small farmer to carry out desired 
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technological change. Thus, migration and remittances could increase production 

output of the migrant household if they release the constraints that are limiting 

the expansion of their activity. The motivation for migration, which refers to why 

certain people migrate, is a very important research question. In the early 

literature, income gap (or the expected income) constitutes the principal aspect 

of migration motivation. The larger the gapis, the stronger is the propensity 

toward migration. Beyond income gap, factors such as individual and family 

characteristics, risk coping strategies, labor and capital market imperfections in 

the home countries influence the migration decision, too (Stark, 2003). 

Many economists tried to explain the determinants for sending a households’ 

member to work abroad. Bardhand and Udry (1999) showed that migration is one 

of the strategies that households use to ensure that their incomes do not 

fluctuate too severely. Households might spread their members across space 

through migration in order to reduce the variance of the aggregate household 

income. According to Ghatak et al. (1996), migration is a result of a family’s 

optimizing decisions that imply a choice concerning which family member(s) to 

maximize remittances to the home family. As long as the family can induce 

income transfers among its members, it will send family members abroad to 

maximize family’s net wealth. Konseiga (2007) tried to shed light on the 

motivations for the seasonal migration from Burkina Faso to Cote d’Ivoire and to 

allow better understanding of its welfare implications. He found a positive 

correlation between the income gap and migration. An increased income gap of a 

magnitude of 10 per cent of the country’s average income would induce an 

increase of 6.3 percentage points in migration participation. Another interesting 

finding in this study is the role of security in livestock activity. An increase in the 

level of mistrust among households of only 10 percentage points (insecurity in 

livestock activity) would decrease the probability for migration by 3.2 percentage 

points. Sindi and Kirimi (2006) tested the new economics of labor migration 

theory on rural farm households in Kenya. They found that the number of 
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migrants is negatively and significantly related to crop income and farm income 

while remittances are positively related to these income sources. This supports 

one of the predictions of NELM that migration is associated with lost-labor effect.  

 

2.6 Remittances as social protection: Further evidence 

 

Given the large shielding role of formal social protection for vulnerable 

households (either as cash transfer or provided benefits by the governments), the 

bold question arising is if remittances could play an informal social umbrella when 

formal social protection is lacking or insufficient.  

 

2.6.1 Remittances and facets of vulnerability 

 

The literature has been quite extensive in investigating remittances’ role for 

facets of development and vulnerability, in particular for poverty. The impact of 

remittances on poverty has led to considerable debates. Studies arguing against 

remittances having poverty-reducing effect point out that given the high 

transaction costs of migrating, “truly poor” do not migrate. According to Kothari 

(2002), migration requires a variety of expenditures which are not only financial 

and economic, but also skills, knowledge, social networks and physical mobility, 

so the poorest are often those who stay put or left behind in an environment 

where others are migrating.  

On the other hand, migration may be positive for poverty, as remittances are 

likely directly received by the poor. Although most international remittances do 

not flow directly to the poorest people, remittances often make up an important 

share of the income of poor people and poor communities, or the non-migrant 
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poor might  be indirectly affected through the economic wide remittances’ effect 

on wages, prices and employment. 

Most studies examining the relationship between the remittances and poverty 

found a positive correlation between the level of remittances and poverty 

reduction. Adams and Page (2005) used household survey data for 71 developing 

countries and found out that remittances significantly reduce the level, depth and 

severity of the poverty in these countries. They suggested that a 10% increase in 

the share of remittances in a country’s GDP lead to a reduction of 1.6% of people 

living in poverty. Munzele and Ratha (2005) used a cross-country data set 

composed of 71 developing countries to estimate a growth-poverty model. They 

found that “official international remittances reduce poverty in the developing 

world”, but also that “in South Asia, official remittances have no statistical impact 

on the level and depth of poverty.” But, once they added the estimated values for 

the unofficial remittances, they found that total remittances have helped to 

reduce the level of poverty in South Asia.Gustafsson and Makonnen (1993) used 

survey data to examine the impact of remittances on poverty and welfare in rural 

and urban Lesotho. They found that 35 per cent of household incomes come from 

the remittances and if the remittances were set to zero, the average per-capita 

household consumption would have fallen by 32 per cent while the poverty head 

count index would have increased by large 26 per cent. A similar study by Taylor 

et al. (2005) used the survey data for rural Mexico to show the impact of 

international remittances on poverty. The study estimates that poverty 

headcount and poverty gap indices would decline by 0.77 and 0.53, respectively, 

with 10 per cent increase in international remittances. Siddiqui and Kemal (2006) 

explored the impact of decline in remittances on welfare and poverty in Pakistan. 

Their analysis showed that poverty rose due to decline in remittances during 

1990s.Petreski et al. (2013) found a positive effect of remittances on poverty in 

Macedonia and Kosovo, but not in Bosnia. The magnitude of such effect is found 
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similar: in Macedonia, an additional 1000 Euro of remittances were found to 

reduce the probability of being poor by 2.6%, on average; in Kosovo by 1.9%. 

Banga and Sahu (2010) made an impact analysis of remittances on poverty in 

developing countries: i) impact of remittances on poverty in 77 developing 

countries for the period 1980-2008; and ii) a separate analysis for 29 developing 

countries and 21 Asian countries that have remittances to GDP ratio higher than 

5%. Their results suggest that remittances significantly reduce poverty in the 

recipient countries but the results are more reliable for countries with 

remittances greater than 5% of GDP. For the given level of GDP, a 10% average 

increase in remittances is found to reduce the poverty headcount ratio by about 

3.1% and poverty gap by about 3 to 5% in developing countries with remittances 

to GDP ratio higher than 5%. In the Asian developing countries which have above 

5% share of remittances in GDP, a 10% rise in remittances will lead to a reduction 

of 3.9% in the poverty headcount ratio and around 3 to 3.5% in the poverty gap. 

The literature is also rich with studies which prove that the remittances promote 

economic growth and relieve investment constraints. Giuliano and Ruiz-Arranz 

(2009) used a cross-country series for remittances covering over 100 countries for 

time period 1975-2002. They found that remittances have promoted growth in 

less financially-developed countries by providing an alternative way to finance 

investment. By becoming substitutes for inefficient or inexistent credit markets, 

remittances help alleviate credit constraints contributing to improve the 

allocation of capital and boost economic growth. The findings suggest that there 

is an investment channel trough which remittances can promote growth where 

the financial sector does not meet the credit needs of the population. Adelman 

and Taylor (1990) found that “every dollar Mexican migrants send back home or 

bring back with them increases Mexico’s GNP from anywhere between $2.69 and 

$3.17, depending on which household income group received the remittances”. 

Durand et al. (1996) suggest that for every $2 billion in remittances that entered 

Mexico, production in the economy increased by over a $6.5 billion.  
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Many studies examine the relationship between remittances and housing 

conditions of the receiving households. For instance, Asiedu (2005) reveals that 

nearly 30 percent of remittances that migrants from Ghana send to their families 

left behind are used for the purpose of investment and (re)construction of the 

house. Adams (2005) examines the impact of remittances on the spending 

behavior of households for consumption and investments, in both rural and 

urban Guatemala by comparing the marginal budget share of remittance 

receiving and non-remittance receiving household on six consumption and 

investment goods. The findings showed that the households receiving 

international remittances spend more at the margin on investment goods, 

especially on housing and education, and spend less, at the margin, on food 

items.  

Many studies examined how remittances affect human capital, from two points 

of view: education (possibility for children to leave the school, children illiteracy, 

school attendance, school grades completed etc.) and health improvements 

(infant mortality and birth weight).Cox Edwards and Ureta (2003) found that in 

households in El Salvador with at least one family member living abroad, 

remittances significantly contributed to the reduction of the probability of 

children leaving school. They analyzed this impact depending on the area where 

migrants’ family lives, urban or rural, and found that remittances have much 

larger impact on reducing the chances for leaving the school in urban areas. 

Namely, in these areas, 100 dollars of remittance lowers the hazard of dropping 

out of school while enrolled in the 1st to 6th grades by 54%, unlike by only 14% in 

rural areas. Hanson and Woodruff (2002) used the 2000 Mexican Census to 

evaluate the effect of remittances on “accumulated schooling” (number of school 

grades completed, and not only number of years) by 10-15 years-olds, a critical 

age group. Their preliminary results suggest that children in households with a 

migrant member complete significantly more years of schooling, with an 

estimated increase that ranges from 0.7 to 1.6 years of schooling; interestingly, 
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the gain is the highest for the categories of children traditionally at risk of being 

dropped from school, i.e., girls and older children (13 to 15 year-olds).Mara et al. 

(2012) investigated the relationship between migration and remittances on the 

one hand, and the educational outcomes in Albania and Macedonia, on the other. 

The results for Macedonia suggest that the parental migration and the length of 

parent’s absence are important, but remittances are insignificant for the 

educational status of children. In Albania, receiving remittances and allocating 

some of them for education of children has significant positive effect on the 

number of years of schooling and education of the children. 

Another interesting relation is the one of remittances and health outcomes in 

countries where the public healthcare system is not able to provide health 

insurance and adequate treatment on preventive care. Lopez-Cordova (2005) 

investigated the remittances’ impact on infant mortality, defined as a number of 

children who die within the first year of life out of every 1000 live births. Results 

showed that remittances have statistically significant negative impact on this 

measure; an increase in the fraction of remittances-receiving households of 1% 

reduces infant deaths by 1.2 lives. Hildebrandt et al. (2005) investigated the 

impact of remittances on infant mortality and birth weight. They found strong 

significant negative effect of migration on infant mortality. Namely, children born 

in a household with migrant member are estimated to be 3%-4.5% less likely to 

die in their first year of life than children born in a household without a migrant. 

The estimations also showed that remittances have significant positive impact on 

birth weight; being in a household with at least one migrant raises birth weight by 

364 grams. Narazani (2013) investigated whether migration played a role in infant 

mortality in Albania, and found that migrant households have lower rates of 

infant mortality compared to the non-migrant households, but only when the 

endogeneity of migration is tackled with country-specific instrumental variables.  

Finally, some studies have estimated the economic impact of remittances on 

labor market outcomes. At the micro level, studies found mixed results. Frank 
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(2001) argues that the families receiving international remittances severely curtail 

their work efforts. Similarly, Rodriguez and Tiongson (2001) for Manila and 

Funkhouser (1992) for Managua conclude that remittances reduce employment. 

However, they do not take into account the endogeneity of remittances with 

respect to labor supply. Rodriguez and Tiongson (2001) conclude that, when 

migration occurs, non-migrant relatives receive remittances, which they perceive 

as additional non-labor income. An increase in non-labor income then reduces 

their participation in local labor markets. In contrast to these studies, Cox-

Edwards and Rodriguez-Oreggia (2006) find that remittances have no impact on 

the labor supply of household members in Mexico. Amuendo-Dorantes and Pozo 

(2006) measured the impact of remittances on the labor supply in Mexico, and 

found that remittances may reduce or increase work hours depending on the 

gender of the recipient, the type of work and the area of living. A 100 peso 

increase in remittances is associated with 32 hours/month reduction in formal 

sector work by men in urban and rural areas, and 11 hours/month reduction in 

men self-employment. The same increase in remittances leads to 6 hours/month 

reduction in female non-paid employment and 12 hours/month reduction in 

female informal sector work. 

 

2.6.2 Remittances as informal shielding mechanism 

 

Although the literature has been quite extensive in investigating remittances’ role 

for facets of vulnerability (poverty, employment, health and education outcomes, 

housing conditions), the potential of remittances to act as informal social 

protection and insurance mechanisms in a broader sense has been rarely 

investigated. The pioneering study on this topic is the one of Mendola (2010) who 

investigated how migration affected the informal social networking among 

remittance receivers in rural Mozambique. She focused her analysis on the 
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linkages between migration and membership in groups which provide informal 

social protection and services at community level. By using an original household 

survey containing detailed information on family migration status, remittances 

and participation in social protection arrangements, she found out that the net 

effects of migration on inter-household co-operation are likely to be positive 

through remittance receipt. In particular, the dominant effect is on membership 

in groups related to mutual insurance (i.e., funerals association, risk-sharing 

arrangements, etc.), while no robust effect was found on credit and self-help 

group participation.  

In a companion paper, Gallego and Mendola (2013) study the interaction 

between migration and social networks in rural Mozambique. They argue that 

out-migration may exert costs on communities because social networks may 

depend on the future presence of their members. On the other hand, migration 

and network formation may also be complementary if migrants can provide 

insurance against aggregate level shocks through remittances. They find that 

households with more current migrants are less likely to have members in 

network groups, but households that receive remittances are more likely to join 

network groups. They interpret these results as evidence that successful 

migration, mainly embodied by stable remittance-receipt, may both relax 

participation costs and increase the likelihood that other households will enter 

cooperative arrangements with migrant-sending households, thereby increasing 

participation. 

Brown (2008) investigated the relationship between remittances and social 

protection in two island countries, Fiji and Tonga. He found that where formal 

social protection systems are largely absent, migration and remittances can 

perform a similar function informally, contributing significantly to development 

objectives. According to the study, remittances are motivated mainly by altruism, 

the implication of which is that when households’ income falls below some 

threshold poverty level, migrants increase their remittances, hence preventing 
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materialization of social risks. This has important implications as it indicates that 

remittances constitute an effective, informal, family-based system of social 

protection for their families in times of financial hardship. The other important 

implication is that if public poverty-alleviation programs are effective, 

remittances are likely to decrease, making a “crowding-out effect”.  

Studies also suggest that migration may be a means used by marginalized groups 

to avoid a situation of disadvantage. For instance, Siddiqui (2003) suggests that a 

study of short-term migration of women from Bangladesh revealed that the 

motivations for migration included ‘the need to escape unhappy social situations, 

including bad marriages, harassment, violence and idle husbands which made 

these women a socially disadvantaged group who saw migration primarily as a 

quest for independence and a means of realizing their self-worth’. Similarly, in a 

study of migration in Mali, De Haan et al. (2002) found migration was an 

important means for younger males to gain independence and authority vis-à-vis 

older members within households. Mosse et al. (2002) found migration was tied 

to unequal social relations, social status and patterns of borrowing in source 

areas, in the Bhil tribal villages in India. These latter examples are more closely 

related to the idea of migration being motivated not only by exogenous factors, 

such as environmental disasters or wars, but also endogenous factors embedded 

within source areas. 

According toSabates-Wheeler and Waite (2003), migration and hence, 

remittances, have only informal protective role for migrant’s family at origin, if 

not framed by the government in a specific policy. A successful remittance-

centered development policy must address both individual and communal needs, 

while ensuring that the maximum economic advantage from this form of capital is 

obtained. To do this, governments must provide social protection programs for 

their populations, in order to insure households from risk, while opening up 

remittances for development purposes. These programs, such as conditional-cash 

transfer programs, allow households to access certain funds on the condition that 
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the family participates in certain activities, such as sending children to school or 

obtaining primary healthcare services. In Morocco, the conditional cash transfer 

pilot programs address the current inadequacies of Morocco’s social safety net. 

Each program provides households with access to basic social services that might 

otherwise have been paid for with remittances. With these priorities met, 

households and migrants may be more willing to direct their remittances towards 

the benefit of the community by investing in development projects. 

 

2.7 Conclusion 

 

Vulnerability is investigated by different disciplines and, according to UNISDR 

(2012) there are four types of it: economic, physical, environmental and social 

vulnerability. Each type is related to a number of elements like: natural disasters, 

poverty and hunger, poor health, low levels of educations, gender inequality, 

rapid population growth, fragile and hazardous locations and lack of access to 

resources and services (Philip and Rayhan, 2004). Defined this way, vulnerability 

abounds with immeasurable elements, which renders the task to measure it 

difficult. The most important step in measuring vulnerability is the identification 

of suitable vulnerability indicators; still, in order to construct a vulnerability index, 

different studies use different indicators of well-being and quality of life at the 

aggregate level, like: life expectancy, level of income, level of education, poverty, 

inequality, employment, gender, age, race and ethnicity, and so on (UNPD, 2007; 

ILO, 2008a; Rygel et al. 2005). Household-level studies, despite scarce, utilized 

facets of living to portray vulnerability, including income insufficiency, material 

deprivation, under-nourishment, difficulties in reaching a doctor or education, as 

well as single parents and children without family support. 

In order to soften or reduce the negative effects of all hazards mentioned at the 

beginning (poverty, hunger, natural disasters, educational and health obstacles), 
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households use migration as a tool for risk diversification and minimization. This 

became the substance of the New Economics of Labour Migration. A key insight 

of this new theoretical approach has been that migration decisions are not made 

by isolated individual actors, but by larger units of related people - typically 

families or households - in which people act collectively not only to maximize 

expected income, but also to minimize risks and to loosen constraints associated 

with a variety of market failures.  

Empirical literature has indeed shown that remittances – the product of migration 

– have multiple effects on different facets of vulnerability: for poverty reduction 

(Adams and Page, 2005; Gustafsson and Makonnen, 1993); for economic growth 

(Giuliano and Ruiz-Arranz, 2009); for housing conditions of the receiving 

households (Asiedu, 2005); for human capital and educational and health 

outcomes (Cox Edwards and Ureta, 2003; Lopez-Cordova, 2005); and so forth.  

Still, there have been no attempts to unify vulnerability in a single indicator and 

subsequently identify if remittances have a role to play for the household-level 

vulnerability. 

The literature has been alike scarce with studies on the potential of remittances 

to act as informal social protection tool. Few studies investigated the interaction 

between migration and social networking (Mendola, 2010; Gallego and Mendola, 

2013) and how migration may be used by marginalized groups to avoid situation 

of disadvantage (Siddiqui, 2003; De Haan et al. 2002). The evidence showed that 

migration may serve as social protection tool, but according to Sabates-Wheeler 

and Waite (2003), if not framed by the government, only as informal protective 

means for migrant’s family.  
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3. CHAPTER – METHODOLOGY AND DATA 

 

Marjan Petreski 

Ivan Vchkov 

 

This Chapter provides the methodological design of the study. First, we expose 

the generic composition of the vulnerability index. Then, we relate the index to 

the explanatory variables in an economic model underlying our econometric 

analysis. Next, we discuss the method of investigation. In the last section, we 

discuss the data sources, their collection and the underlying surveys. 

 

3.1 Vulnerability index 

 

The most important task in vulnerability assessment is the identification of 

suitable vulnerability indicators and the construction of an overall vulnerability 

index. As argued in Chapter 2, there is no consensus in the literature on the 

indicators defining vulnerability at the individual or household level. The micro-

triggers of vulnerability (i.e. those affecting wellbeing negatively) could be loss of 

job (and hence income), illness, death and the like. In their effort to construct a 

vulnerability index, Rygel et al. (2005) used the following vulnerability indicators: 

poverty, gender, race and ethnicity, age, and disabilities. They argued that the 

most important manifestation of vulnerability is the income shortfall and hence 

tookpovertyas indicator of vulnerability.They argued that poor people have less 

money to spend on preventative measures, emergency supplies, and recovery 

efforts (Clark et al. 1998).However, a large strand of the literature goes beyond 

poverty in measuring vulnerability, although many of them refer to country 

rather than household level. For example, Adger et al.(2004) defined a couple of 

categories of vulnerability indicators, out of which the following refer to the 
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household vulnerability: economic wellbeing – income and employment; health 

and nutrition.  

Given these notions, this study is based on a vulnerability index which is 

composed of the following facets of vulnerability: 

1. Income poverty, as the most direct measure of the well-being and the only 

direct income-based vulnerability indicator; 

2. Unemployment of two spouses in households with at least one child; 

3. Single (lone) parents; 

4. Households with bad health conditions; 

5. Households with bad housing conditions; 

6. Households who are undernourished; 

7. Households with endangered health condition of members; 

8. Households without availability of different forms of leisure. 

In the surveys of the three countries, we identify variables to approximate the 

different conditions of vulnerability, which we denote with 1 if the condition 

prevails and zero otherwise. The explanation of each facet for each country is 

hence left for the respective section in each country chapter. In the basic 

specification, we obtain the index as a pure sum of the indicators. In that way we 

obtain an ordered variable, taking values from 1 to 7 (since conditions 2 and 3 are 

mutually exclusive), whereby growing index suggests stronger vulnerability and 

vice versa. 

 

3.2 Economic model 

 

The index obtained in 3.1 is then used as a dependent variable in a fairly standard 

model in order to identify how different personal and household characteristics 

affect vulnerability. As our analysis is at the household level, any personal 
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characteristic refers to that of the household head. We will write the model in the 

following generic form: 

𝑉𝐼𝑖 = 𝛼 + ∑𝛽1𝑖𝐻𝑒𝑎𝑑_𝑐ℎ𝑖 +∑𝛽2𝑖𝐻𝑜𝑢𝑠𝑒ℎ𝑜𝑙𝑑𝑖 + ∑𝛽3𝑖𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑡𝑦𝑖 + 𝛾 ∗

𝑅𝑒𝑚𝑖𝑡𝑖 + 휀𝑖          (3.1) 

Whereby 𝑉𝐼𝑖 stands for the Vulnerability Index of household i, as defined in 

Section 3.1; 𝐻𝑒𝑎𝑑_𝑐ℎ𝑖  captures a bunch of personal characteristics of the 

household head; 𝐻𝑜𝑢𝑠𝑒ℎ𝑜𝑙𝑑𝑖 captures a set of household-level characteristics, 

while 𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑡𝑦𝑖  some community/regional level characteristics. The central 

variable of interest, 𝑅𝑒𝑚𝑖𝑡𝑖 measures remittances and is expressed as discrete 

and continuous variable: 1) a dummy variable by separating receiving from non-

receiving households; 2) (log of) the amount of remittances received; and 3) the 

share of remittances in the household consumption.휀𝑖  is the error term which is 

assumed to be well behaved. 

In order to justify which variables are suitable for the three groups of explanatory 

variables, we again revert back to the literature overview in Chapter 2. It was 

argued there that gender affects vulnerability: women are more vulnerable than 

men, mainly because women – especially divorced mothers and never-married 

mothers – are more likely to live in poverty (Bianchi and Spain, 1996). Hence, 

being married or not may be also affecting vulnerability. Ethnicity may matter 

also: Fothergill (1999) argued that racial minorities in the US are more vulnerable 

than whites because minorities are more likely to be poor. Discrimination also 

plays a major role in increasing the vulnerability of racial and ethnicgroups. 

Further, both young and old people may be unable to respond to shocks on their 

own. Children who lack adequate family support are at a major disadvantage for 

disaster response. The elderly are more likely to lack the necessary physical and 

economic resources to respond effectively to a disaster (Morrow, 1999).Adger et 

al. (2004) inter alia identified less educated and less endowed with social capital 

households as more prone to shocks and hence more vulnerable. Therefore, in 
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(3.1) we use the following explanatory variables: the age of the head and its 

square, gender, marriage, ethnicity (where available), education of the head 

(measured on an ordered scale from 1 – no education to 9 – holding a PhD), 

number of household members and its square, dependency ratio (measured as 

the share of children, students and persons older than 64 in the total number of 

household members) and an indicator of whether the household lives in an urban 

or rural area. 

 

3.3 Method 

 

The study is based on a mixed method: regression analysis accompanied by 

context analysis through interviews. 

 

3.3.1 Quantitative method 

 

The quantitative method is based on regression analysis. The core of the 

application of the regression method is equation 3.1. The first econometric 

challenge in estimating 3.1. is the endogeneity of our variable of interest – 

remittances. Remittances could suffer endogeneity from two sources: i) reverse 

causality; ii) measurement error affecting remittances; and iii) unobserved factors 

affecting both remittances and vulnerability. Let us consider the relationship 

between household wealth, personal characteristics, remittances, and 

vulnerability. More vulnerable households may be more willing, but less able to 

send migrants abroad (reversed causality). Or, persons who belong to more 

vulnerable households may feel larger inclination to emigrate, in which case the 

unobserved factor – inclination to emigrate, determined both remittances and 

vulnerability. As remittances are probably measured with error, the OLS 

estimator will be biased towards zero (the so-called ‘attenuation bias’). If we do 
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not observe all facets of household wealth and personal characteristics, there 

would be omitted variables correlated with both remittances (which are the 

‘product’ of migration) and vulnerability. For instance, households with higher 

innate ‘ability’ could be at the same time less vulnerable and more likely to 

attract remittances intended for investment in the local economy, so that 

vulnerability and remittances would be negatively correlated without a causal 

relationship. Hence, remittances would tend to be correlated with the 

unobserved determinants of vulnerability, biasing any OLS estimate (Hanson and 

Woodruff, 2003). The endogeneity stemming from simultaneity, measurement 

error, and omitted variables (unobserved variables) is well documented in the 

literature (see, e.g. Wooldridge, 2002). Hence, the endogeneity between 

remittances and vulnerability is a major methodological concern.  

Instrumental variable estimators have been widely documented and applied for 

resolution of this problem (e.g. Amuedo-Dorantes and Pozo, 2006; Hanson and 

Woodruff, 2003; Cameron and Trivedi, 2005). The instrumental variables used to 

correct the remittances’ endogeneity should not affect vulnerability of the 

household other than through their effect on the remittance income (see 

Wooldridge, 2002, pp.621). Though it is hard to find such instruments, candidates 

include variables such as the existence of migrant network; an indicator of 

whether there is/are (an) other member(s) of the broader family already having 

migrated before; the number of male household members in their working age; 

an indicator of non-economic motive to migrate; an indicator of the wealth of the 

migrant once he/she settled in the foreign country; whether household migrants 

have a permanent job-contract at destination; duration of the receiving of the 

remittances; the frequency with which they are sent and so on (Dermendzieva, 

2011; Hanson and Woodruff, 2003; Mendola, 2010; Petreski and Jovanovic, 

2015). These variables are suitable candidates since while they affect the decision 

to migrate and/or the fact that remittances have been sent, they likely do not 

affect the condition of vulnerability directly, except through remittances. The 

http://scholar.google.com/citations?user=Z0Gh_EoAAAAJ&hl=en&oi=sra
http://scholar.google.com/citations?user=Z0Gh_EoAAAAJ&hl=en&oi=sra
http://scholar.google.com/citations?user=Z0Gh_EoAAAAJ&hl=en&oi=sra
http://scholar.google.com/citations?user=Z0Gh_EoAAAAJ&hl=en&oi=sra
http://scholar.google.com/citations?user=Z0Gh_EoAAAAJ&hl=en&oi=sra
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suitability of the candidate instruments is more thoroughly discussed within each 

country chapter below, depending on their availability in the particular surveys. 

The second econometric challenge in estimating 3.1, given the discussion above, 

is that our dependent variable is an ordered variable (as we discussed in Section 

3.1), while our suspected endogenous variable (remittances) is a binary variable. 

From that viewpoint, using any form of IV is problematic: to our knowledge, there 

is no straightforward application of IV ordered probit; in addition, any genuine IV 

estimation treats endogenous variables as continuous, which is not the case here. 

This renders estimates biased and inefficient (Wooldridge, 2007).  

Roodman (2011) proposed the so-called Conditional Mixed Process (CMP) 

estimator which allows mixing the standard limited dependent variable models in 

multi-equation systems. The CMP method is a parametric one, meaning that 

distributional assumptions are imposed on the model which leads to higher 

efficiency. The standard IV approach, however, does not; there is an implied 

trade-off between both estimators. The CMP method is appropriate for two 

broad types of estimation situations: 1) those in which a truly recursive data-

generating process is posited and fully modeled; and 2) those in which there is 

simultaneity, but instruments allow the construction of a recursive set of 

equations, as in two-stage least squares (2SLS) (Roodman, 2011). In the first case, 

CMP is a full-information maximum likelihood (FIML) estimator, all estimated 

parameters being structural. In the latter, it is a limited-information (LIML) 

estimator, and only the final stage's (or stages') parameters are structural, the 

rest being reduced-form. 

So, due to the grounds for concern that simultaneity (i.e. reverse causation), 

measurement error and omitted variables (due to unobserved variability) 

probably make remittances endogenous in our framework and, in addition, due 

to the IV’s disadvantages in dealing with ordered dependent variable and 
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continuous endogenous regressors, we will proceed with the CMP approach. 

Hence, we will estimate the following system of equations: 

Pr(𝑅𝑒𝑚𝑖𝑡𝑖) =

𝛼1 + ∑𝛽11𝑖𝐻𝑒𝑎𝑑_𝑐ℎ𝑖 +∑𝛽12𝑖𝐻𝑜𝑢𝑠𝑒ℎ𝑜𝑙𝑑𝑖 + ∑𝛽13𝑖𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑡𝑦𝑖 + ∑𝛿𝑖𝐼𝑛𝑠𝑡𝑖 +

휀1𝑖       (3.2) 

𝑃𝑟(𝑉𝐼𝑖) = 𝛼2 + ∑𝛽21𝑖𝐻𝑒𝑎𝑑_𝑐ℎ𝑖 +∑𝛽22𝑖𝐻𝑜𝑢𝑠𝑒ℎ𝑜𝑙𝑑𝑖 + ∑𝛽23𝑖𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑡𝑦𝑖 +

𝛾 ∗ 𝑅𝑒𝑚𝑖𝑡𝑖 + 휀2𝑖          (3.3) 

Whereby 𝐼𝑛𝑠𝑡𝑖  is the instrumental variable used in the first-stage regression (3.2) 

in which the probability that the household gets remittances is regressed on the 

same bunch of variables explained above and the instruments; while the second-

stage regression (3.3) is the same (3.1) except that remittances enter after 

‘purging’ from their potential endogeneity in (3.2). 

 

3.3.2 Qualitative method 

 

This method comprises of a context analysis through interviews of families that 

receive remittances from family members abroad. The need of a qualitative 

analysis for this research is best explained by Mack et al. (2009) where qualitative 

research seeks to explore phenomena through describing and finding variations 

of relationships, individual experiences and group norms. Goodman (2011) 

further mentions that the aim of the qualitative research is to understand and 

represent the experiences and/or actions, beliefs, emotions and values of people, 

where the researcher attempts to generate an understanding of the phenomena 

based on the perspective of the subjects. Sayer (1992) generalizes the reason for 

conducting qualitative research, by mentioning that although quantitative data 

deals with numbers, qualitative data deals with meanings, where the meanings 

are expressed through language and action which create perceptions. Patton 

(1980) examines another difference between quantitative and qualitative data, 
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where the latter is freely defined by the subject instead of being pre-designed by 

the researcher. The benefit of such a research is that the data, the length, detail, 

content and relevance of the data is not determined by the researcher, but it is 

recorded as spoken or as it happens, usually in the form of notes or tape 

recordings (Dey 2005). Guba and Lincoln (1994) mention that “human behavior, 

unlike that of physical object, cannot be understood without reference to the 

meaning and purposes attached by human actors to their activities. Qualitative 

data, it is asserted, can provide rich insight into human behavior”. Such 

explanation of human behavior best clarifies the reason for conducting a 

qualitative research where such a research is a way to discover incalculable 

specifics, and allows to share the understandings and views of the researched and 

explore how these people give meaning to their life and surroundings.  

In this study, the research phenomenon focuses on the use of remittances and 

their importance as a social protection mechanism for the remittance-receiving 

households. In order to best understand the influences and importance of such 

phenomenon, data on households’ real-life experiences, conditions and 

consumption, emotions and feelings, and social status is needed. A qualitative 

research best fits this type of analysis due to the fact that such information could 

only be understood through personal perspectives and interpretations of the 

remittance-receiving households.  

Research Paradigm. Lather (1986) mentions that research paradigms 

characteristically reflect the beliefs about the world. Guba and Lincoln (1994) 

refer to paradigm as a basic belief system or world view that is the investigator’s 

guide on ontologically and epistemologically fundamental ways. Strauss (1987) 

states that paradigm is a way for a researcher to analyze data, where, the 

paradigm could inform the researcher about theoretical issues which could help 

in the analysis. The reason why paradigm is an important part of this study is as 

Miles and Huberman (1994) mention that, researcher must show their 

epistemological views since, in this way, preferences of the researcher would be 
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clear and would help to assess how the data is collected and analyzed.  Fossey et 

al. (2002) explains that the research paradigm is the worldview used by the 

researchers in order to shape and to organize the theoretical reflection and 

empirical research to generate knowledge. This is a set of assumptions, research 

strategies and criteria for objectivity that are shared by the researcher’s 

community. 

For the purpose of this study, we conduct an interpretivist research paradigm 

which is often regarded as constructionism. In this interpretivist approach, 

Schwandt (1994) relates this approach as the goal to understand the complex 

world through lived experiences from the position of those who live them. 

Sounders et al. (2009) consider interpretivist paradigm as socially constructed and 

subjective with the goal of researching social phenomena and subjective 

meanings. They continue with explaining that the concern of the researcher in 

such a paradigm would be to understand the fundamental meanings attached to 

organizational life. Petty et al. (2012) mention that interpretivism is a method in 

which it is predicted that people seek to understand the world in which they live, 

where meaning of objects or social situations is created or constructed by people. 

They further explain that people develop their own subjective opinions of their 

experiences. In an ontological view, reality is socially constructed and because of 

this, researching the social world cannot be the same as the natural world. 

Epistemologically, the knowledge of the reality is obtained through 

understanding the multiple views of people in a particular circumstance (Petty et 

al. 2012). Guba and Lincoln (1994) relate that constructionism is knowledge that 

is consisted of the construction where there is a relative consensus among the 

competent to interpret the substance of the construction. They clarify that social, 

political, cultural, economic, ethnic as well as gender factors differentiate the 

consensus and the different constructions. The important notice of Guba and 

Lincoln (1994) is on the way of how reality is perceived through this paradigm 

where it is seen as a form of multiple, intangible, mental constructions, socially 
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and experientially based, local and specific in nature (although, elements are 

often shared among many individuals and even across cultures). 

This paradigm is convenient and relevant for the research that is conducted in 

this study due to the fact that the study refers to researching the nature of a 

social phenomenon. The remittances, being the social phenomenon, influence 

the view and experience of remittance-receiving households. Through analyzing 

social factors and behavior of remittance-receiving households in their natural 

setting, the research will be able to understand how these households relate the 

consumption and reception of remittances to their everyday life.  

Research Inquiry. According to Creswell (2003), a constructivist approach would 

be aligned with conducting research inquiry that would be narrative, 

phenomenological, ethnographic, grounded theory study, or case study. He 

further proposes that in mixed-method approach, the researcher bases the 

inquiry on collecting various types of data in order to provide better 

understanding of the research phenomenon. Such a study is a collection of both 

quantitative and qualitative data. Given the nature of the researched problem in 

this study, it is clear that the approach of the study is a mixed-method inquiry. 

The importance of the research inquiry, specifically, for the qualitative research in 

this study is to best explain to the reader, the ways and practices that are 

employed in qualitative data collection. Narrative research inquiry was found as 

the most applicable for the purpose of explaining the research problem. Creswell 

(2003) mentions that narrative research is used by researchers to study the lives 

of individuals and asks one or more individuals to provide stories about their 

lives. The narrative could be understood as any term that is assigned to a text or 

dialog that is in the context of a mode of inquiry in qualitative research (Chase, 

2005). Polkinghorne (1995) explains that the narrative could be within a specific 

focus on the stories told by individuals. Pinnegar and Daynes (2006) mention that 

the narrative could be a method and the phenomenon of study. Narrative could 
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be focused only on a specific point in time in the life of the individuals 

researched.  

The study would use the narrative research inquiry in order to describe, discover, 

examine and explain the societal/economic condition of remittance-receiving 

households in Macedonia. The story telling would be specific for only one aspect 

of the household’s members, which is since what point in time these households 

began to receive remittances until today. Such specificity in the narrative 

research inquiry would be able to give insight and input to the understanding of 

the researched problem in this study. This will provide data that will be able to 

illustrate household’s real life situations and experiences in relation to remittance 

reception, view and use. The method of collecting such data will be through the 

use of semi-structured interviews which will offer full description based on real-

life circumstances according to the research problem in question.  

Instrument. The qualitative research method used in the study is conducted 

through semi-structured interviews with the participants. As Bryman (2006) 

mentions, semi-structured interviews, can also be used as a part of a mixed-

method approach. According to Sounders et al. (2009), semi-structured 

interviews contain themes and questions that the researcher must cover, 

although they might vary from interview to interview. They further explain that 

the researcher is able to omit some questions in particular, given a specific 

organizational context that is encountered in relation to the research topic. It is 

possible that additional question may be required in order to explore the 

research question and objectives given the nature of events within particular 

organization. Such interviews are typically conducted through audio-recording of 

the conversation or perhaps note-taking (Sounders et al. 2009).  Harrell and 

Bradley (2009) mention that such type of interview collects detailed information 

through a style that is conversational in nature. This type of interview is often 

used when the researcher wants to delve deeply into a topic and to understand 

thoroughly the answers provided.  According to Thomas (2010), such method of 
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interview contains features of both structured and unstructured interviews and 

therefore uses both closed and open questions. This benefit of a semi-structured 

interview allows the researcher to use both methods of interview. The 

interviewer would have a set of pre-planned core questions for guidance such 

that the same areas are covered with each interviewee. Thomas (2010) further 

mentions, as the interview develops, the interviewee has the chance to explain or 

offer more relevant information according to the questions if he/she chooses to 

do so. According to Harrell and Bradley (2009), a guide is used by the interviewer 

with questions and topics that should be covered during the interview, the 

interviewer has some discretion about the order in which the questions are 

asked, but questions are standardized, and probes may be provided to ensure 

that the researcher covers the correct material. If there is a difficulty to answer 

the questions, the interviewer is able to use cues or prompts to reassure the 

interviewee to dwell into the question more. Probing, as Gray (2004) defines it, is 

a way for the interviewer to explore new paths which were not initially 

considered. The interviewer is free to probe the interviewee to explain on the 

original response or to follow a line of inquiry that has been presented by the 

interviewee (Mathers et al. 1998). As David and Sutton (2004) mention, having 

already identified key themes and questions gives the interviewer a sense of 

order from which to draw questions from unplanned information presented by 

the interviewee.  

Given all the facts, Hardon et al. (2004, p.28) give a general description of the 

strengths and weaknesses of conducting a semi-structured interview: 

Strengths: 

 Depth of information 

 Unexpected issues/topics are possible to emerge 

 Interviewer is able to probe to understand the interviewee views and 

experiences 
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 Clear guidelines ensures that core list of questions is asked in each 

interview 

 Because the order of questions is not fixed, flow and sharing of views are 

more natural 

Weaknesses: 

 Trained interviewers are needed to probe without being directive or 

judgmental 

 Analysis of findings is difficult – must be done by the people who did the 

interviews 

 Researcher has to avoid bias in analysis 

 Researcher needs to know something about the local culture to capture 

interviewees real meaning 

 Analysis is time consuming 

 Difficult to generalize findings 

 

3.4 Data 

3.4.1 Survey 

 

For the quantitative part of the study, survey data are used. 

For Macedonia, the Remittances Survey 2012 is used. The Survey has been 

collected by the University American College Skopje within a previous effort to 

analyze poverty and inequality nexus with remittances (see, Petreski and 

Jovanovic, 2015). The Survey comprises about 60 questions specifically focused 

on remittances and little on migration. It also captures the socio-economic and 

demographic variables, making it suitable for the analysis we conduct herein. 

For Albania, the data used are extracted from the Albanian Living Standard 

Measurement Survey, 2012 (ALSMS, 2012). The ALSMS, 2012 is a nationally 
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representative sample survey conducted by the National Institute of Statistics 

(INSTAT) with technical assistance provided by the World Bank. This survey is a 

multi-purpose one, conducted on a sample of 6.671 households chosen randomly 

in two rounds of selection, similarly to the previous LSMS surveys, but the 

geographical representation has been extended to include 12 prefectures of 

Albania, by rural and urban strata rather than simply from the four regions. The 

survey provides information on living conditions and the poverty situation, 

population, demographics, as well as migration behaviour within selected 

households. The estimates of poverty trends made on this survey data indicate 

there has been an overall poverty increase due to the global financial crisis and 

the slow-down of economic growth which might have resulted in a shift of 

poverty from rural to urban areas.  

For Serbia, we use the Survey of Income and Living Conditions (SILC) data from 

20131. The survey, conducted by the Republic Statistical Office of Serbia (RSO), 

provides a nationally and regionally representative data on income (including 

receipt of remittances), poverty and living conditions2. The sample includes 6,501 

households stratified on the two levels of stratification: enumeration districts as 

primary and households as secondary selection units. The data include weights, 

provided from the RSO which are used to correct the descriptive statistics and the 

regression estimates for the probability of being selected into the sample from 

the whole population. As SILC collects the data on the remittances only as a part 

of the questionnaire which aims to measure all income components, detailed 

information about the migration and remittances is not available. However, as 

there are no surveys that deal specifically with the topic of migration for Serbia, 

the SILC was the best option, as it was the latest survey that at least has 

information about the remittances. Additionally, SILK is the only survey that deals 

                                                           
1 Reference period is 2012 for income data (the income is 12 months in the previous 
year), and 2013 for material deprivation questions. 
2 Belgrade, Vojvodina, Western Serbia, and Eastern Serbia 
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with vulnerability indicators in Serbia in a way which is in accordance with the 

methodology of this research.  

 

3.4.2 Interviews 

 

For the qualitative part of the study, interview data were used. We conducted 

semi-structured interviews with one member of a remittance-receiving 

household at a time. Each interview started with a short introduction of the 

purpose of the interview: to conduct an overview by the households that receive 

money from someone from abroad and how remittances affect their everyday 

lives. Each interview lasted 30 to 40 minutes. We interviewed the members at 

their homes in order to ensure their convenience and a sense of ease while 

interviewing them. We guaranteed to the interviewees their anonymity and 

clearly stated that whenever they felt the need to stop the interview they are free 

to do so. We asked open-ended questions and encouraged the interviewees to 

describe themselves and their lives, such as “tell me about yourself” or “introduce 

yourself“. In all interviews we pursued and wanted to learn the following: 

 What is their socio-economic situation? 

 What is their health condition? 

 What is their housing status? 

 How they spend their time? 

 Through what channels they receive remittances? 

 For what do they use the remittances they receive? 

 Why did their family members migrate? 

 How they feel about the migration? 

 How they feel towards the remittances they receive? 

 How often they receive remittances? 

 What types of remittances they receive? 
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 What is their gender, nationality, age and education? 

 What is their family status? 

 Have their family members living abroad helped with an unforeseen 

shock? 

 Are they willing to report the remittances they receive to an authorized 

governmental body? 

Along with open-ended questions, we asked interviewees to describe the ways 

they receive the remittances, for what purpose they use them and what types of 

remittances they receive. Each interview was audio-recorded and later on turned 

into a transcript.  

In order to ensure and minimize the weaknesses that were previously noted 

about semi-structured interviews, we provided training to our interviewers by an 

authorized trainer from a market research firm. Our interviewers were from the 

country in which interviews were conducted.  

In the case of Macedonia, we interviewed 20 remittance-receiving households. 

Table 3-1 shows that 11 female-headed and nine male-headed households were 

interviewed. The interviewees were from socially vulnerable families that were 

living in an urban or rural setting. 60% of households lived in an urban 

environment which is characterized as a larger town in the territorial units in 

which the interviews were conducted, while 40% of them lived in villages.  Their 

age range was from 23 to 88 years old. The age range of interviewees was 

grouped in four categories: young adults, middle aged, senior and elderly. Young 

adults and middle aged interviewees were 25% of the sample each. Most of the 

interviewees were in the senior category which comprised 40% of the total 

sample. Only 10% or 2 interviewees were categorized as elderly. The participants 

were from three different nationalities that are living in Macedonia (Macedonian, 

Albanian and Turkish). Most households, or 70% of the sample, were of 

Macedonian nationality, while 25% of interviewees stated they were Albanian. 
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One household in the sample is Turkish. Their education ranged from elementary 

to university degree. While most interviewees had a high school degree, it’s 

important to note that 35% of the sample was with an elementary education, 

with many of the interviewees having completed 3rd or 4th grade of elementary 

school only. Only 20% of the interviewees hold university degree while two 

attend a graduate school. 14 households were families consisted of one to two 

members. Three of the interviewed households had three to five family members 

and the same amount of interviewed households had seven to eight family 

members. The large number of members in some households consisted of family 

members from the extended family who live in the same house such as 

grandfather and grandmother, sister-in-law, daughter-in-law, mother-in-law and 

children. The households which had one to two family members were either 

families consisted of both parents, single parent, or a single parent and a child. All 

twenty households totalled 58 family members that live in Macedonia.  

Table 3-1. Demographic characteristics of the interviewees - Macedonia 

Gender 

Female 9 

Male 11 

Nationality 

Macedonian 14 

Albanian 5 

Turkish 1 

Regions of residence 

Urban 12 

Rural 8 

Education 

Elementary 7 

High School 8 

University 4 

Age 

20-39 5 

40-59 5 

60-79 8 

80 > 2 
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Household Members 

1-2 14 

3-5 3 

7-8 3 

Members Abroad 

1 member 8 

2 members 11 

3 members 1 

 

It is important to mention that the families which consisted of five or more family 

members were of Turkish and Albanian nationalities. Also these were households 

that lived in villages.  

We contacted potential interviewees, according to the need for our research 

through acquaintances who had friends or contacts with remittance-receiving 

households. Hence, while our sampling strategy contained random elements, it 

could be said to contain elements of convenience sampling as well. According to 

the parameters of the sample described in the previous paragraph, the sample 

may be said to satisfy sufficient level of representativeness, despite the fact that 

the objective of the qualitative analysis was not it to be based on a fully-

representative sample (as opposed to the quantitative analysis). 

In the case of Albania, the qualitative data were collected through 20 interviews 

conducted with family members from remittance-receiving households. The 

interviewed sample has been extracted from both rural and urban area of Elbasan 

(a city situated in the center of Albania). Initially, the interviewees were 

introduced with the purpose of the study and the way how the data would be 

used and assured the data confidentiality and anonymity. Each interviewee was 

also informed that any private information not related to the study will not be 

mentioned and they were free to interrupt the interview at any time. The 

interviews were recorded and the transcript made immediately after their 

conduct. It needs to be mentioned that in some cases audio recording of the 

interview, was not easily accepted by the interviewee. Nevertheless, they were 
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treated with respect in order to let them know how important their opinions and 

judgments were for the research (Krueger and Casey, 2009). Once they were 

provided with sufficient explanations on the importance of this recording tool and 

the respect of ethical issues, they have given their approval. The audio record has 

helped the interviewees to be concentrated and focused at any stage of the 

interview. Lastly, the interviews were transcribed by maintaining their content 

unchanged and no interpretation was made to them.   

The questions related to family monthly income, poverty status and annual 

amount of remittances often resulted in substantial hesitation, interrupted 

phrases, pauses that made it difficult to continue the interview. In such situations, 

the interviewer identified the potentially difficult questions in the beginning and 

adapted them to the concrete situation.  

The interviews are conducted in different environments such as houses, bars or 

open places (park or house gardens) where participants feel more comfortable 

sharing thoughts and feelings (Krueger & Casey, 2009, p. 159). The interviews 

lasted between 20-30 minutes. Nine interviews were conducted inside houses, six 

of them in open spaces and five (upon their requests) in bars.  

The interviews were conducted during the period November- December 2015. 

The interview conduct presents several limitations: 

- The recruitment of interviewed sample was mainly done through the help 

of local government officials or NGOs working with marginalized women. 

While the former explains the biasedness of sample towards the poorest, 

the latter explains why the number of interviewed women exceeds that of 

men.   

- The frequent hesitation to speak and comments in relation to the amount 

of monthly income and annual received remittances is another limitation 

as the interviewed people somehow wanted to present themselves as very 

poor and confer the role of migration as an escape tool from poverty.  
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- Another limitation may be due to a potential biasedness to underestimate 

or overestimate the economic status of their families, this way rendering 

data less realistic. To avoid this biasedness, the interviewer has often 

clarified the purpose of the study emphasizing the importance of the 

veracity of the comments and discussions.  

In Albania, 20 individuals belonging to remittance-receiving households were 

interviewed. As Table 3-2 shows, most of them (75%) are women and equally 

distributed between rural and urban areas of a big Albanian region (Elbasan). 

Their age ranged from 20 to 79 and were categorized in three groups: young 

working-age group, middle working-age group and seniors. Most of them 

belonged almost equally to the first (8) and second age group (9) – that is they 

are still in working age and only 3 were seniors. Three education categories 

emerged from the data: most of the interviewees (10) report to hold only an 

elementary education, 7 of them report a high school degree and only 3 appear 

to hold a university diploma. Most of the interviewees were unemployed but in 

search of a job, 4 were employed and 2 of them retired. While the majority of the 

sample (16) live in nuclear households composed of 3-5 members (12) and 1-3 

members (4), 4 interviewees report to live in large households with more than 6 

members. Lastly, the majority of the sample have one (8) or two (9) members 

abroad while only three of them reported to have 3 members in migration.  

Table 3-2. Demographic characteristics of the interviewees - Albania 

Gender 

Female 15 

Male 5 

Regions of residence 

Urban 10 

Rural 10 

Education 

Elementary 10 

High School 7 

University 3 
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Age 

20-39 8 

40-59 9 

60-79 3 

Household Members 

1-2 4 

3-5 12 

7-8 4 

Members Abroad 

1 member 8 

2 members 9 

3 members 3 

 

The recruitment of interviewed sample was mainly done through the help of local 

government officials or NGOs working with marginalized women. Therefore, as 

the subjects were selected just because of their convenient accessibility, that is, 

their selection is made through a convenience sampling, the selected subjects are 

not representative of the entire population. After the interviewing took place, the 

interviewer familiarized herself with the recorded data which were further 

transcribed. The transcripts were enriched with all the interviewer was able to 

recall from the body language or mimic of the participants that reflected 

nonverbal interactions, as well as pauses, debates and outside interruptions 

(Richard A. Krueger). In some cases it was necessary to reproduce the transcript 

word for word in order to make meaningful the real context of the discussion. 

The management of data was made manually. The process followed with the 

identification of the meaning units by codifying and interpreting the data 

according to the purpose of the study. 

In the case of Serbia, the sample included 21 persons appertaining to 16 

households. Corresponding to the structure of the overall Serbian population, the 

sample structure according to gender was equally distributed. The same applies 

to the urban/rural sample division. Three different urban areas are considered 
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(comprising the capital) and two rural regions are included. Detailed socio-

demographic attributes of the interviewees are presented in Table 3-3. 

. 
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Table 3-3. Demographic characteristics of the interviewees - Serbia 
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1 M U 28 Serbian 2 0 Student No 

2 F U 44 Serbian 1 0 HS Yes (NF)* 

3 F, M U 33 Serbian 4 3 HS Yes (NF) 

4 M U 25 Serbian 2 1 HS Yes 

5 F U 24 Serbian 3 0 Student No 

6 F U 38 Serbian 3 2 HS Yes 

7 F R 58 Russian 3 1 HS Yes (NF) 

8 F R 57 Romani 10 4 Primary 
school 

Housewife 
Farmer 

9 F, M R 63 Serbian 2 0 HS Yes (NF) 

10 F R 27 Serbian 3 0 Student No 

11 F, M R 34 Serbian 4 1 HS Yes (NF) 

12 F R 33 Serbian 6 3 HS Yes 

13 F U 26 Serbian 2 0 BA Yes 

14 M U 23 Serbian 4 1 Student Yes 

15 M R 67 Serbian 1 0 HS Retired 

16 F, M, M R 85 Croatian 3 0 Primary 
school 

Farmer 

Note: *NF signifies „non formal“, which means that the person is employed, but 
not registered for social security contributions; hh stands for „household“. 

 

The majority of the represented households receive the remittances from the 

parents (4 of them from the father and 1 from both of them); followed by the 

spouse (3 from the husband and 1 from the wife); a brother (1) or a sister (2); 

while one household receives remittances from a daughter, an aunt, an uncle, 

godparents or friends. Two households obtain funds from abroad in the form of 

pension. Three out of sixteen households receive the funds from two countries, 

while others obtain them from one foreign source. 
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4. CHAPTER – RESULTS AND DISCUSSION FOR MACEDONIA 

 
Blagica Petreski 
Despina Tumanoska 
Marjan Petreski 
Ivan Vchkov 
Tereza Kochovska 
Darko Tumanoski 
 

This Chapter analyses the data for Macedonia and provides descriptive and 

econometric insights into the investigated relationships. First, we investigate 

correlations and expose the descriptive analysis. Then, we delve into 

understanding and identifying the causal relationship, accounting for all the 

econometric challenges in answering our main research question. The 

econometric analysis contains a separate section on robustness and sensitivity 

analysis. The last section provides the results of the qualitative/interview analysis, 

portraying the vulnerability/remittances context. 

 

4.1 Descriptive analysis 

4.1.1 Migration and remittances patterns 

 

We start the analysis byportraying the demographic profile of remittance-

receiving and non-receiving households and the share of remittances in the total 

consumption of remittance receivers, by different groups of population.  

Table 4-1 observes the profile of remittance-receiving and non-receiving 

households. The share of urban households is larger among remittance-receivers, 

which maybe is a result of the better access to institutions for money transfers: 

banks, western union, etc. The share of female-headed households is larger 

among receivers, which indicates that males are usually those who migrate and 

send money to the wife left behind. Although, migration may have reduced the 
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number of household’s members and the number of children in the remittance-

receiving households.  

Table 4-1. Demographic profile of remittance-receiving and non-receiving households 
for Macedonia 

 All Non-
receiving 
households 

Receiving 
households 

% of urban households 43% 41% 49% 

% of male headed households 80% 83% 74% 

Average number of household 
members 

3.71 3.76 3.54 

Average number of children 1.62 1.64 1.53 

Source: Authors’ calculations. 

 

Figure 4-1 observes monthly remittances, consumption and share of remittances 

per household.  The left axis presents the average remittances and consumption, 

per month, while the right axis presents the share of remittances in total 

consumption. Overall, the average remitted amount is 12.903 denars per month 

(equal to a bit more than 200 EUR, hence totaling about 2.500 EUR per year), 

while remittances participation in the consumption is more than a half.  Rural 

households receive larger amount of remittances, while their consumption is 

lower and results in a large share of remittances in consumption. Macedonian 

households receive slightly lower remittances than Albanians, but due to their 

larger consumption result in much lower share of remittances in the 

consumption. The larger remitted amount is probably related to the fact that 

Albanians have larger diaspora and their relationship with it is tighter. There is no 

difference between male- and female-headed households in terms of the amount 

of remittances received and consumption. However, expectedly, there is a large 

difference between poor and non-poor households: remittances are a 

veryimportant source of income for the consumption of poor households, as 91% 

of their consumption is financed by remittances.  
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Figure 4-1.Remittances pattern of receiving households 

 

Source: Authors’ calculations. 

 

 

4.1.2 Facets of vulnerability 

 

We embark on analyzing the remittances-vulnerability nexus in Macedonia, by 

looking at facets of vulnerability. To do so, we follow the identifiers of Section 3.1, 

whereby we assumed eight indicators of vulnerability, which are defined in the 

following way for the case of Macedonia: 

- Poverty is defined through the relative poverty line, i.e. all households 

which have consumption per capita lower than the 6-th percentile of the 

nation-wide median are classified a poor.Note that we do not have a 

variable for income and we rely on consumption as best approximation; 

the advantage of using consumption is that it is less prone to 

underreporting and less exposed to shocks compared to income; 
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- Unemployed spouses with at least one child are all households whereby 

both spouses specified that they do not work either full-time, or part-time, 

nor are self-employed, and who raise at least one child; 

- Single (lone) parent is defined as the one who raises at least one child 

alone, i.e. without a spouse; 

- The bad health condition is taken out of the subjective opinion of the 

household head for the health condition of the household, as very difficult 

or difficult; 

- The bad housing condition is taken out of the subjective opinion of the 

household head for the housing condition of the household, as very 

difficult or difficult; 

- The bad clothing condition is taken out of the subjective opinion of the 

household head for the clothing condition of the household, as very 

difficult or difficult; 

- The undernourishment is taken out of the subjective opinion of the 

household head for the nourishment of the household, as very difficult or 

difficult; 

- The bad leisure condition is taken out of the subjective opinion of the 

household head for the leisure opportunities of the household, as very 

difficult or difficult; 

Our index is based on both objective and subjective facets of vulnerability. This is 

important for capturing the complexity of the issue.  

In turn, we analyze these facets of vulnerability one by one. Table 4-2 gives 

detailed picture of the vulnerability patterns among receiving and non-receiving 

households. Overall, remittance-receivers are in a better social condition. They 

have significantly lower relative poverty compared to non-receivers, but the 

difference with respect to the number of households with two unemployed 
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spouses with at least one child is small. Housing condition vulnerability does not 

differ much between receiving and non-receiving households, as almost all of the 

households possess a house, while in bad housing conditions live around 13% of 

the households in both the receiving and the non-receiving group. This is 

probably a result of the former Yugoslav system putting special focus on owned 

housing, and the new generations inherited the dwellings of their parents.  

Remittances, on the other hand, expectedly may play pronounced role for 

nourishment, clothing and health. The receiving households are likely healthier, 

better nourished and better dressed compared to non-receiving ones. This is in 

line with the fact that households use remitted money mostly for current 

consumption, food and clothes.  

Analyzing leisure shows that receiving households are likely in a worse leisure 

condition than non-receiving households, but based on their subjective 

assessment they score slightly better. This is probably a result of their priorities in 

consumption.   
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Table 4-2. Vulnerability patterns in Macedonia 

Facets of 
vulnerability 

Indicators All 
households 

Receiving  
household
s 

Non-
receiving  
households 

Poverty Poverty in relative terms 20.7% 16.5% 22.2% 

At risk of 
poverty 

Households with both 
unemployed spouses with at 
least one child 

34.7% 32.6% 35.5% 

Housing 
status 

Private apartment/house 95.9% 98.7% 95.0% 

Rented apartment/house 0.5% 0.3% 0.5% 

Temporary residence 
(collective residence, etc.) 

0.0% 0.0% 0.0% 

Bad housing condition 13.3% 13.9% 13.1% 

Assets condition(subjective 
assessment) 

2.8 2.7 2.8 

Nourishmen
t and 
clothing 

Undernourishment 22.4% 17.6% 24.0% 
Bad clothing condition 16.3% 13.3% 17.3% 

Health Bad health condition 13.6% 11.5% 14.3% 
Leisure Subjective opinion on the 

leisure time (less than good, 
from 1 very difficult to 5 
excellent) 

3.2 3.3 3.2 

Lowleisure consumption (less 
than 20% of consumption is 
spent on leisure) 

38.5% 46.2% 35.6% 

Source: Authors’ calculations. 

 

The next figures give detailed picture of the facets of vulnerability by different 

population groups: gender, ethnicity, geography and age. Figure 4-2suggests that, 

despite in a worse health, female-headed receiving households are in a better 

social condition than male-headed households.In addition, their vulnerability is 

much smaller than the female-headed non-receivers, as compared to the 

difference between male-headed receivers versus their non-receiving 

counterparts. 
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Figure 4-2. Facets of vulnerability, by gender 

 

Source: Authors’ calculations. 

Vulnerability differs by ethnicity and geography (Figure 4-3 and Figure 4-4). 

Despite with better housing and nourishment conditions, in general, ethnic 

Albanians are in a worse social condition than Macedonians. Analyzing 

remittance-receiving households only, similar picture is obtained: the difference 

between the two ethnic groups in terms of their vulnerability is further 

pronounced. Namely, it seems that Macedonian receivers are less vulnerable 

than non-receivers, as compared to the extent to which Albanian receivers are 

less vulnerable than the non-receivers. 
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Figure 4-3. Facets of vulnerability, by ethnicity 

 

Source: Authors’ calculations 

Receivers in the urban areas are similar in vulnerability terms than non-receivers, 

but the difference appears in the village (Figure 4-4). There, overall vulnerability 

of the receiving households is smaller than the one of the non-receiving ones, for 

all vulnerability indicators. It also seems that there is no difference in the overall 

size of the vulnerability when urban receivers are compared to their rural 

counterparts, although the former score better in nourishment and income 

poverty – likely reflecting urban life, while the latter in health and clothing 

conditions. 
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Figure 4-4. Facets of vulnerability, by geography 

 

Source: Authors’ calculations. 

Significant differences exist between young- and non-young-headed households 

(Figure 4-5), both in terms of receiving and non-receiving households. However, 

young-headed receiving households have deeper vulnerability compared to the 

non-receiving counterparts, potentially being a reflection of the dependency 

remittances may create among youth. On the other hand, the vulnerability of 

non-young-headed receivers is lower compared to their non-receiving 

counterparts. Still, young receivers score better than non-young receivers, i.e. are 

only worse on income poverty and unemployment, while they mark much better 

on all other vulnerability indicators.  
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Figure 4-5. Facets of vulnerability, by age 

 

Source: Authors’ calculations. 

 

4.1.3 Vulnerability index 

 

In this section we look at the Vulnerability index for Macedonia, obtained through 

measuring the eight facets of vulnerability (Section 4.1.1.). Table 4-3 presents the 

distribution of the Vulnerability index for Macedonia. It suggests that more than 

one third, or 37.6% of the households in Macedonia, do not reveal any of the 

vulnerability condition. Nearly one third, 30.9%, revealed only one condition of 
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scale: very vulnerable households, which could be arbitrarily taken those with an 

index of above 5 are only few: 2.3% of all households. 

Table 4-3. Distribution of the overall Vulnerability index for Macedonia 

Vulnerability 
index 

 Frequency Percent Frequency Percent 

0 Low 
vulnerability 

 
 
 
 
 

High 
vulnerability 

376 37.6 374,828  35.5 

1 309 30.9 317,626  30.0 

2 144 14.4 160,188  15.2 

3 84 8.4 102,774  9.7 

4 64 6.4 76,023  7.2 

5 20 2.0 21,147  2.0 

6 3 0.3 4,758  0.5 

7 
0 0 0 0 

Sample Un-weighted 
(n=1.000) 

Weighted 
(N=1.057.344) 

Source: Authors’ calculations. 

 

Figure 4-6 provides a more detailed look in the index by a couple of (frequently-

used) characteristics: age, ethnicity, gender and geography. Graphs suggest that 

there are no large differences between the observed groups by characteristics. 

However, on average, households led by elderly persons (arbitrarily defined as 

those above the age of 30) are more vulnerable; households of Macedonian 

ethnicity are less vulnerable than those of Albanian ethnicity3; rural household 

are more vulnerable than urban, while there is no apparent difference between 

male- and female-headed households. 

                                                           
3 The most correct expression would be households headed by a person of Macedonian 
ethnicity versus those led by a person of Albanian ethnicity. However, mixed 
(Macedonian-Albanian) marriages are rare in Macedonia, so that the dichotomy is rather 
strong. 
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Figure 4-6. Vulnerability index for Macedonia, by characteristics 

Source: Authors’ calculations. 

Note: Statistics are weighted. 

 Figure 4-7 cross-analyses the vulnerability index and remittances. The left panel 

suggests that households receiving remittances are slightly less vulnerable than 

those who do not, i.e. larger number of households classified as non-vulnerable 

(indicator zero) or little vulnerable (indicator one), at the expense of the 

households with medium vulnerability. The right panel correlates the 

vulnerability index with the amount of remittances received and suggests likely 

negative correlation: households with larger amounts of remittances received 

tend to be less vulnerable. However, this does not imply causation and needs 

further investigation. 

0

10

20

30

40

50

0 1 2 3 4 5 6 7

%
 o

f 
sa

m
p

le

Vulnerability strength

Age

Non-Young Young

0

5

10

15

20

25

30

35

40

45

0 1 2 3 4 5 6 7

%
 o

f 
sa

m
p

le

Vulnerability strength

Ethnicity

Albanian Macedonian

0

5

10

15

20

25

30

35

40

0 1 2 3 4 5 6 7

%
 o

f 
sa

m
p

le

Vulnerability strength

Gender

Female-headed Male-headed

0

5

10

15

20

25

30

35

40

0 1 2 3 4 5 6 7

%
 o

f 
sa

m
p

le

Vulnerability strength

Geography

Rural Urban



76 

 Figure 4-7. Vulnerability index and remittances in Macedonia 

Source: Authors’ calculations. 

Note: Statistics are weighted. 

The next section elevates the analysis at the econometric level and establishes 

causations. 

 

4.2 Econometric analysis 

4.2.1 Survey setting 

 

The first step in the preparation of the survey is to define its structure. This is very 

important, because failure to account for the correct survey design can lead to 

wrong inference. The survey we use herein is composed of a total of 1.000 

households, out of which 800 are nationally representative and 200 are 

remittances-receiving households – the so called, booster. The “representative” 

800 households are stratified on two levels – region4 and rural/urban. On the first 

level of stratification, each region is included in the survey with a number of 

households proportional to the total number of households in that region. Then, 

on the second level of stratification, the number of rural and urban households 

from each region is proportional to the total number of rural/urban households in 

                                                           
4 There are 8 regions in Macedonia – Skopje, Vardar Valley, Pelagonija, Polog, South-

West, North-East, East and South-East. 

0
2

4
6

s
v
in

d
e
x

0 20000 40000 60000 80000
remit

0

5

10

15

20

25

30

35

40

0 1 2 3 4 5 6 7

%
 o

f 
sa

m
p

le

Vulnerability strength

Remittances-receiving status

Non-receiving Receiving



77 

that region. Then, after the number of rural and urban households for each 

region has been determined in this way, those households are selected randomly.  

For the “booster” sample, 25 remittance-receiving households from each region 

have been selected and in the survey design they were assigned a probability 

proportional to the number of remittance-receiving households in each region 

without reference to urban-rural characteristic. Then, on the grounds of this 

information, the probability of being selected was calculated for each household, 

and these probabilities were used to correct the regression estimates.  

 

4.2.2 Instruments 

 

Before delving into regression estimates, we need to consider the available 

instruments to correct the potential endogeneity of remittances with respect to 

household’s vulnerability. Following some suggestions in the literature (exposed 

in Section 3.3.1), we identify the availability of the following five instruments for 

the case of Macedonia: non-economic motive to migrate; duration of receiving 

remittances in years; frequency of receiving remittances per year; percentage of 

receiving households in total households per region; number of migrants per 

household. 

The first variable is a dummy created from the question where the respondent 

was able to choose (multiple) options from the following: economic reasons, 

political reasons (including war and conflict), education, marriage/family reunion, 

and other. The dummy takes a value of one for those households which have not 

selected economic reasons as any of the possible choices. Thus, this variable 

should not be correlated with the vulnerability of the household, following an 

assumption that the economic reasons for migrating are uncorrelated with the 

other reasons. The usage of this instrument has been well documented in 
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Petreski et al. (2014) in the context of remittances role for self-employment of 

young household members. 

Second group of instrumental variables are those dealing with migration history, 

as per the suggestions of Mansuri (2006 a,b), Acosta (2006) or Beaudouin (2005), 

postulating that these variables have a positive impact on the opportunity to 

migrate but no additional impact on income status. We have the total number of 

migrants per household on disposal, which is widely used for approximating 

migration network. Our survey, unfortunately reports up to the maximum of 

three migrants per household. Although it is unlikely that the number of 

households with more than four migrants is significant, still the variable is not 

ideal from this viewpoint.  

Third group of instrumental variables for migration and remittances are those 

related to migration history (e.g. Hildebrandt et al. (2005). We do not have on 

disposal migration data in truly historical terms, except for family migration 

history. We make use of an ordered variable created from the question about the 

year the household started receiving remittances. The idea behind this potential 

instrument is that the longer the household gets remittances, the stronger the 

relationship with the migrant, and the higher the probability to continue receiving 

them into the future, including higher probability to receive larger amounts. This 

will likely in turn affect vulnerability in a more persistent way. Hence, we assume 

that the longevity of receiving remittances cannot be correlated with the 

vulnerability directly, except through the fact that remittances are received (by 

construction) and their amount.The other potential variable is also an ordered 

variable created from the question of the intervals in which the migrant gets back 

home, ranging from ‘more than four times per year’ to ‘less than once per year’. 

The idea behind this potential instrument is similar to that of the previous one: 

the more frequently the migrant visits Macedonia, his/her connection with the 

receiving household is likely tighter, and hence the higher the probability that the 

household could more firmly rely on remittances in tackling their vulnerability. 
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Hence, again by construction we assume that the frequency of visits is not 

correlated with the vulnerability directly.In the context of migration history, we 

also pursue the percentage of households that receive remittances in total 

number of households per region in Macedonia, based on our survey, and not 

truly historic data (dating back in the past), because such are missing. 

Despite our intuitive explanations, we offer some statistical checks of instrument 

exogeneity.Table 4-4starts with offering correlation coefficients between the 

potential instruments and the vulnerability index and their significances: four 

types of correlation coefficients are used and their differences could be found in 

any standard statistics textbook.The four types of correlations robustly suggest 

that the duration of receiving remittances and the frequency of migrant’s 

visitsaresignificantly correlated with the vulnerability.The correlation 

coefficientsare negative, suggesting that the longer the migrant sends money 

and/or the more frequent visits by the migrant may directly contribute to lower 

vulnerability through other channels than remitted money. Arguably, our 

assumption about the potential uncorrelatedness of these variables with the 

vulnerability is invalidated. We may indeed think of some direct channels through 

which visits back home or duration of sending money may help alleviating 

vulnerability other than through remitted money. One example is the case when 

more frequent visits result in transfer of human capital informally, or help in 

finding a job, establishing a business, and the like, with the migrant’s skills 

obtained abroad; hence directly affecting vulnerability. Another example is the 

case when more frequent visits result in bringing clothes, medicines, or food, 

unless these have been already accounted for as in-kind remittances. In any case, 

some direct channels between duration of receiving and frequency of visits with 

vulnerability may significantly compromise the usage of these variables 

aspotential instruments. The number of migrants and the percentage of receiving 

households per region are all correlated with the outcome variable, invalidating 

our attempt to consider them instruments. 
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On the other hand, the non-economic motive to migrate may provide early signs 

of potentially exogenous instrument.All correlations suggest uncorrelatedness of 

this variable with vulnerability. Albeit, direct channels of influence between 

vulnerability and non-economic motive to migrate may be also identified: persons 

leaving in deprivation may be more inclined to conclude marriage with non-

residents. This is not so uncommon for Macedonians, especially given the 

inclination of children from the diaspora (Macedonians born abroad) to marry 

Macedonians. Another example is the case of wars and conflicts: they financially 

and materially deprive households, increasing their inclination to emigrate in 

order to escape the perils of the war. While this has not been that common for 

Macedonia, the war in Bosnia in the 1990s may serve as a good example. Both 

cases suggest that the direct link between the non-economic motive to migrate 

and vulnerability may not be so uncommon, though.We pursue this notion in 

Section 4.2.4.2. 

Table 4-4. Correlation coefficients between dependent variable and potential 
instruments (Macedonia) 

  Pairwise 
correlation 
coefficients 

Spearman’
s rank 
correlation 
coefficients 

Kendall’s 
rank 
correlation 
coefficient
s 

Polychoric 
correlatio
n 
coefficient 

Duration of receiving 
remittances 

-0.0559* -0.0763*  -0.0408* -0.0491* 

Frequency of migrant's visits 
home -0.1056* -0.0803* 

-0.0436* -0.121* 

Non-economic reasons to 
migrate 0.0620 0.0444 0.0223 

0.0753 

Number of migrants per 
household -0.1113* -0.0986* -0.522* 

-0.1435* 

Percentage of receiving 
households 0.1052* 0.0744* 0.0471* 

0.1248* 

Source: Authors’ calculations. * denotes statistical significance at the 5% level. 

 

Table 4-5 further corroborates our findings. It provides an ordered probit estimate 

of the vulnerability index on the potential instruments: the number of migrants 
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per household and the percentage of receiving households per region are clearly 

significantly predicting vulnerability and their further usage is finally disregarded. 

Table 4-5. Ordered probit regression of the vulnerability index to potential 
instruments (Macedonia) 

Variable Coefficients 

Duration of receiving remittances -0.004 

Frequency of migrant's visits home -0.058 

Non-economic reasons to migrate -0.121 

Number of migrants per household -0.209** 

Percentage of receiving households 1.225** 

Source: Authors’ calculations. *,** and *** denote 
statistical significance at the 10, 5 and 1% level, 
respectively. 

 

The final check is given in Table 4-6, where regression estimates are obtained 

from remittances on the five potential instruments: all of them, except the 

percentage of receiving households per region, expectedly determine 

remittances to a significantly high extent (either as a dummy or as an amount). 

They also have the expected signs: the longer the migrant sends remittances 

andthe more frequently he/she visits home, the higher the probability that the 

household will (continue to) receive remittances and the higher the amount of 

remittances received; if the migrant has departed for a non-economic reason, the 

lower is the probability that he/she sends remittances, as well as the amount 

sent. On the other hand, more migrants per household send more remittances. 
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Table 4-6. Estimates of remittances to potential instruments (Macedonia) 

Variable Coefficients 

 Probit: 
Remittances 
as a dummy 

OLS: 
Remittances 

as an 
amount 

Duration of receiving remittances 0.008*** 0.055*** 

Frequency of migrant's visits home 0.128*** 1.109*** 

Non-economic reasons to migrate -0.343*** -2.451*** 

Number of migrants per household 0.241*** 1.683*** 

Percentage of receiving households 0.052 0.133 

Constant 0.375*** 2.689*** 

Source: Authors’ calculations. *,** and *** denote statistical significance 
at the 10, 5 and 1% level, respectively. 

 

Based on these intuitive and statistical considerations, we could conclude that 

only the non-economic motive to migrate is exogenous. Hence, we have grounds 

in using this variable as an instrument in our analysis.  

 

4.2.3 Regression results 

 

Table 4-7 presents the baseline results. The table is organized so that we first 

present the estimates for the overall vulnerability index (Section 4.1.3); and then 

we split the index between its income component, which reduces to relative 

poverty, and its non-income components, which is all the remaining components. 

Each time, we first present the first-stage regression (equation 3.2), and then the 

second-stage regression (equation 3.3). 

We discuss results in the order they appear in the table. Note that we first discuss 

the results in a qualitative fashion, given that the total and the non-income 

vulnerability indices are ordered variables and we need additional computational 

steps to arrive at coefficients which could be commented in a quantitative 

fashion. 
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The first result to be noted isthat only ethnicity and household size are significant 

in the first-stage regression. This suggests that there are systematic differences in 

who receives remittances only in terms of these two observed characteristics. 

Macedonians have lower probability than Albanians, while smaller households 

have higher probability to get remittances.Our instrument used – the non-

economic motive to migrate is significant. The coefficient suggests that those who 

migrated for a non-economic reason have, on average, lower probability to send 

remittances by a large 86%. 

We turn our attention to the second-stage regression, which is actually the main 

regression we are interested in. We start with column (2), whereby the total 

vulnerability index is used as a dependent variable. Ethnicity, education, the 

number of household members, dependency ratio and remittances are found 

significant in determining vulnerability. Ethnic Macedonians are less vulnerable, 

on average, compared to ethnic Albanians. Higher education of the household 

head leads to lower vulnerability. Households which are larger in size are more 

vulnerable than those which are smaller, while the larger the share of dependent 

members, the higher the household vulnerability. These results are almost 

entirely replicated when vulnerability is split into income (column 4) and non-

income vulnerability (column 6). 
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Table 4-7. Baseline results for Macedonia – Remittances as a dummy 

  Vulnerability index Income vulnerability Non-income vulnerability 

  First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 
  (1) (2) (3) (4) (5) (6) 

Age of the head -0.0261 0.0366 -0.0349 0.0088 -0.0255 0.0357 
  (0.041) (0.023) (0.041) (0.033) (0.042) (0.023) 
Age squared 0.0002 -0.0005** 0.0003 -0.0001 0.0002 -0.0005** 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) -0.1518 -0.1351 -0.1497 0.0571 -0.152 -0.1426 
  (0.202) (0.102) (0.202) (0.155) (0.203) (0.104) 
Marital status (1=married) -0.3165 -0.1616 -0.3387 0.3418 -0.3255 -0.2563 
  (0.341) (0.200) (0.341) (0.276) (0.342) (0.215) 
Ethnicity (1=Macedonian) -0.8548*** -0.1866* -0.8396*** -0.5587*** -0.8583*** -0.0742 
  (0.168) (0.097) (0.166) (0.130) (0.166) (0.097) 
Education of the head (ordered 
scale) -0.0091 -0.1999*** -0.0043 -0.2321*** -0.0101 -0.1686*** 
  (0.055) (0.031) (0.054) (0.044) (0.055) (0.032) 
Number of hh members -0.5153*** 0.2795*** -0.5190*** 0.4580*** -0.5182*** 0.2070** 
  (0.153) (0.092) (0.150) (0.133) (0.155) (0.095) 
Number of hh members squared 0.0435*** -0.0128 0.0445*** -0.0207* 0.0436*** -0.0095 
  (0.015) (0.008) (0.015) (0.012) (0.015) (0.009) 
Dependency ratio -0.3302 1.2053*** -0.3362 0.3054 -0.324 1.2812*** 
  (0.328) (0.167) (0.326) (0.252) (0.330) (0.171) 
Geography (1=urban) 0.2277 0.0052 0.2247 -0.125 0.2217 0.0434 
  (0.174) (0.082) (0.176) (0.114) (0.174) (0.084) 
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Non-economic motive to migrate -0.8611*** 

 

-0.8611*** 

 

-0.8611*** 

   (0.018) 

 

(0.018) 

 

(0.018) 

 Remittances (1=the household 
receives remittances) 

 

-0.1629* 

 

-0.2658* 

 

-0.1189 
  

 

(0.095) 

 

(0.144) 

 

(0.097) 
Constant 0.9647 

 

1.1258 -0.8993 0.9837 

   (1.051) 

 

(1.047) (0.878) (1.057) 

               

Observations 991 991 991 991 991 991 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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The central variable of interest – remittances – is found significant when 

considering the overall index and its income component. Households which 

receive remittances have on average lower vulnerability than those which do not. 

To quantify the effect of remittances on vulnerability, Table 4-8gives the marginal 

effects for the seven outcomes of the vulnerability index. Remittance-receiving 

households have, on average, 6% higher probability to report zero-vulnerability, 

i.e. none of the vulnerability conditions we identified in Section 4.1.3 prevailed. 

This is very strong and, probably, the most important result of this study, 

suggesting that remittances indeed could act as social protection for 

remittance-receiving households. Remittance-receiving households have lower 

probability by, on average, 1.8% to report two vulnerability conditions compared 

to non-receiving households. Afterwards, the effect diminishes to 1.7% 

and1.5%for prevalence of three and four vulnerability conditions, respectively, 

and fully vanishes for the largest vulnerability conditions. 
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Table 4-8. Marginal effects: total vulnerability index – Macedonia 

 Vulnerability strength 
 0 1 2 3 4 5 6 
 No vulnerability                                                                                                                  

Very high vulnerability 
        Age of the head -0.0134 0.0004 0.0042 0.0039 0.0035 0.0011 0.0002 
  (0.008) (0.001) (0.003) (0.003) (0.002) (0.001) 0.000  
Age squared 0.0002** 0.000 -0.0001** -0.0001** -0.0000** -0.0000** 0.0000 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) 0.0485 0.0002 -0.0149 -0.0146 -0.0135 -0.0046 -0.001 
  (0.036) (0.002) (0.011) (0.011) (0.011) (0.004) (0.004) 
Marital status (1=married) 0.0607 -0.0057 -0.019 -0.0166 -0.0141 -0.0043 -0.0009 
  (0.077) (0.012) (0.024) (0.020) (0.016) (0.005) (0.001) 
Ethnicity (1=Macedonian) 0.0671** -0.0001 -0.0207* -0.0201* -0.0186* -0.0062 -0.0014 
  (0.034) (0.003) (0.011) (0.011) (0.010) (0.004) (0.001) 
Education of the head (ordered 
scale) 

0.0731**
* 

-0.0024 

-
0.0228**
* 

-
0.0213**
* 

-
0.0191**
* 

-
0.0062**
* 

-0.0013 

  (0.011) (0.003) (0.004) (0.004) (0.004) (0.002) (0.001) 

Number of hh members -0.0019 0.0004 0.0006 0.0006 0.0005 0.0002 0 
  (0.030) (0.001) (0.009) (0.009) (0.008) (0.003) (0.001) 
Number of hh members squared -

0.1022**
* 

0.0034 
0.0318**
* 

0.0298**
* 

0.0267**
* 

0.0087** 0.0018 

  (0.034) (0.004) (0.011) (0.010) (0.009) (0.004) (0.001) 
Dependency ratio 0.0047 -0.0002 -0.0015 -0.0014 -0.0012 -0.0004 -0.0001 

  (0.003) 0.000  (0.001) (0.001) (0.001) 0.000  0.000  
Geography (1=urban) - 0.0147 0.1373** 0.1285** 0.1151** 0.0374** 0.0078 
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0.4409**
* 

* * * * 

  (0.063) (0.018) (0.024) (0.023) (0.020) (0.010) (0.005) 
Remittances (1=the household 
receives remittances) 

0.0605* -0.0041 -0.0189* -0.0170* -0.0148* -0.0047 -0.001 

  (0.036) (0.004) (0.011) (0.010) (0.009) (0.003) (0.001) 
        

Observations 991 991 991 991 991 991 991 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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However, reverting back to the results in Table 4-7, we should reinforce the other 

important finding – that the maindriver of the finding is poverty / income 

vulnerability, and not non-income vulnerability. Results suggest that households 

which get remittances have lower probability of falling into poverty by, on 

average, 27% compared to non-receiving households. The result is similar, but 

still slightly lower than the one found in Petreski and Jovanovic, eds. (2013). Table 

4-9 suggests that remittances are found insignificant for each outcome of the 

non-income vulnerability index. 
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Table 4-9. Marginal effects: non-income vulnerability index – Macedonia 

 Vulnerability strength 
 0 1 2 3 4 5 

Age of the head -0.0138 0.0029 0.0033 0.004 0.003 0.0006 

  (0.009) (0.002) (0.002) (0.003) (0.002) 0.000  

Age squared 0.0002** -0.0000* -0.0000** -0.0001** -0.0000** 0 
  0.000  0.000  0.000  0.000  0.000  0.000  
Gender (1=male) 0.0542 -0.0094 -0.0128 -0.0164 -0.0129 -0.0027 
  (0.039) (0.006) (0.009) (0.012) (0.010) (0.002) 
Marital status (1=married) 0.1008 -0.0295 -0.0233 -0.0264 -0.0184 -0.0033 

  (0.086) (0.032) (0.019) (0.020) (0.013) (0.002) 

Ethnicity (1=Macedonian) 0.0285 -0.0056 -0.0067 -0.0084 -0.0064 -0.0013 

  (0.037) (0.007) (0.009) (0.011) (0.009) (0.002) 

Education of the head (ordered 
scale) 

0.0650*** 
-
0.0136*** 

-
0.0153*** 

-
0.0188*** 

-
0.0143*** 

-0.0028*** 

  (0.012) (0.004) (0.003) (0.004) (0.003) (0.001) 
Number of hh members -0.0167 0.0035 0.0039 0.0049 0.0037 0.0007 
  (0.032) (0.007) (0.008) (0.009) (0.007) (0.001) 
Number of hh members 
squared 

-0.0797** 0.0167* 0.0188** 0.0231** 0.0176** 0.0035* 

  (0.037) (0.009) (0.009) (0.011) (0.008) (0.002) 

Dependency ratio 0.0037 -0.0008 -0.0009 -0.0011 -0.0008 -0.0002 

  (0.003) (0.001) (0.001) (0.001) (0.001) 0.000  

Geography (1=urban) -
0.4936*** 

0.1032*** 0.1166*** 0.1432*** 0.1090*** 0.0216*** 

  (0.067) (0.028) (0.019) (0.025) (0.019) (0.008) 

Remittances (1=the household 0.0461 -0.0107 -0.0108 -0.013 -0.0097 -0.0019 
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receives remittances) 

  (0.038) (0.010) (0.009) (0.010) (0.008) (0.002) 
       

Observations 991 991 991 991 991 991 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. 
Standard errors given below each coefficient. 
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Overall, results suggest that remittances play a role in reducing vulnerability to 

households which receive them: receiving households have about 6% higher 

probability to report that none of the vulnerability conditions prevailed compared 

to non-receiving counterparts. However, results largely suggest that the main 

driver of this result is the income-component of vulnerability i.e. remittances 

affect poverty, while the influence on non-income vulnerability facets, like health, 

leisure and housing, hasnot been documented. This is not surprising, given that 

large part of remittances in Macedonia (over half, Petreski and Jovanovic, eds. 

2013) are spent on everyday consumption. 

 

4.2.4 Sensitivity analysis: Discussion 

4.2.4.1 Alternative measures of remittances 

 

To validate our finding, we switch our central variable of interest, from dummy to 

continuous variable, by using the log of the remittances sent. Table 4-10 gives the 

estimated coefficients. Results remain largely robust to this treatment: 

remittances matter for income vulnerability, while the significance for the overall 

vulnerability vanished. Additional percentage of remittances received results in 

reduced probability of falling into poverty by about 3.4%. 
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Table 4-10. Baseline results for Macedonia – Remittances as an amount 

  Vulnerability index Income vulnerability Non-income vulnerability 

  First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 
  (1) (2) (3) (4) (5) (6) 

Age of the head -0.0435 0.0368 -0.0435 0.0095 -0.0435 0.0359 
  (0.041) (0.023) (0.041) (0.033) (0.041) (0.023) 
Age squared 0.0004 -0.0005** 0.0004 -0.0001 0.0004 -0.0005** 

  0.000  0.000  0.000  0.000  0.000  0.000  

Gender (1=male) -0.1807 -0.1341 -0.1807 0.0605 -0.1807 -0.1421 

  (0.177) (0.102) (0.177) (0.155) (0.177) (0.104) 

Marital status (1=married) -0.3335 -0.1604 -0.3335 0.3472 -0.3335 -0.2553 

  (0.287) (0.200) (0.287) (0.274) (0.287) (0.215) 

Ethnicity (1=Macedonian) -0.5542*** -0.1814* -0.5542*** -0.5491*** -0.5542*** -0.0709 

  (0.144) (0.097) (0.144) (0.131) (0.144) (0.097) 

Education of the head 
(ordered scale) 

-0.0024 -0.1998*** -0.0024 -0.2305*** -0.0024 -0.1685*** 

  (0.044) (0.031) (0.044) (0.044) (0.044) (0.032) 

Number of hh members -0.4902* 0.2808*** -0.4902* 0.4556*** -0.4902* 0.2078** 

  (0.281) (0.092) (0.281) (0.131) (0.281) (0.094) 

Number of hh members 
squared 

0.0499 -0.0129 0.0499 -0.0205* 0.0499 -0.0095 

  (0.035) (0.008) (0.035) (0.012) (0.035) (0.009) 

Dependency ratio -0.3778* 1.2059*** -0.3778* 0.3067 -0.3778* 1.2813*** 

  (0.227) (0.167) (0.227) (0.251) (0.227) (0.171) 

Geography (1=urban) 0.0758 0.0035 0.0758 -0.1249 0.0758 0.0421 
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  (0.117) (0.082) (0.117) (0.114) (0.117) (0.084) 
Non-economic reason to 
migrate 

-6.9415***   -6.9415***   -6.9415***   

  (0.129)   (0.129)   (0.129)   
Remittances (Log of the 
amount received)   

-0.0194 
  

-0.0342* 
  

-0.0142 

    (0.013)   (0.020)   (0.013) 

Constant 10.2203***   10.2203*** -0.9313 10.2203***   
  (1.146)   (1.146) (0.892) (1.146)   
       
Observations 991 991 991 991 991 991 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. 
Standard errors given below each coefficient. 
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Results are further corroborated when remittances are represented as a share in 

consumption (Table 4-11). Additional percentage point of remittances in 

consumption reduces the probability of falling into poverty by 0.4%, on average, 

while it leads to a larger probability of households to report zero-vulnerability by 

1.7%5. Other results remain highly robust. 

  

                                                           
5 The estimates of the marginal effects for the ordered probit regressions are not 
presented here due to space, but are available on request. 
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Table 4-11. Baseline results for Macedonia – Remittances as a share in consumption 

  Vulnerability index Income vulnerability Non-income vulnerability 

  First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 
  (1) (2) (3) (4) (5) (6) 

Age of the head -0.0125 0.0325 -0.0125 0.0045 -0.0125 0.033 
  (0.011) (0.023) (0.011) (0.033) (0.011) (0.023) 
Age squared 0.0001 -0.0004* 0.0001 -0.0001 0.0001 -0.0005** 

  0.000  0.000  0.000  0.000  0.000  0.000  

Gender (1=male) -0.0214 -0.1434 -0.0214 0.0639 -0.0214 -0.1545 

  (0.033) (0.101) (0.033) (0.150) (0.033) (0.103) 

Marital status (1=married) 0.2041 -0.0895 0.2041 0.4379 0.2041 -0.1963 

  (0.227) (0.207) (0.227) (0.292) (0.227) (0.220) 

Ethnicity (1=Macedonian) -0.1090** -0.1838* -0.1090** -0.5586*** -0.1090** -0.0673 

  (0.048) (0.096) (0.048) (0.124) (0.048) (0.098) 

Education of the head (ordered 
scale) 

-0.0079 -0.1938*** -0.0079 -0.2261*** -0.0079 -0.1636*** 

  (0.020) (0.031) (0.020) (0.043) (0.020) (0.032) 

Number of hh members -0.0097 0.2885*** -0.0097 0.4432*** -0.0097 0.2182** 

  (0.044) (0.091) (0.044) (0.135) (0.044) (0.094) 

Number of hh members squared 0.0012 -0.0136* 0.0012 -0.0206 0.0012 -0.0103 

  (0.005) (0.008) (0.005) (0.013) (0.005) (0.009) 

Dependency ratio -0.0605 1.1840*** -0.0605 0.2437 -0.0605 1.2815*** 

  (0.053) (0.169) (0.053) (0.244) (0.053) (0.173) 

Geography (1=urban) -0.0301 -0.0014 -0.0301 -0.1526 -0.0301 0.0428 

  (0.029) (0.082) (0.029) (0.109) (0.029) (0.084) 
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Noneconomic motive to migrate -0.6105***   -0.6105***   -0.6105***   
 (0.081)   (0.081)   (0.081)   
Remittances (Share in 
consumption) 

  -0.2488*   -0.3853*   -0.1938 

    (0.143)   (0.210)   (0.145) 

Constant 1.0751***   1.0751*** -0.7161 1.0751***   

  (0.334)   (0.334) (0.870) (0.334)   
       
Observations 986 986 986 986 986 986 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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4.2.4.2 Relaxing the assumption of strictly exogenous 

instruments 

 

Despite our intuition- and statistics-based argumentationin Section 4.2.2, still the 

main criticism one could throw on our results is, actually, the validityof the 

instrument used, i.e. its strict exogeneity. In other words, our inference in Section 

4.2.3 assumes that the IV exclusionrestriction holds exactly.We investigate this 

for a while more. The first step is to think of the potential existence of direct links 

between the noneconomic motive to migrate and the vulnerability of the sending 

household. One example is persons leaving in deprivation who may be more 

inclined to conclude marriage with non-residents. This is not so uncommon for 

Macedonians, especially given the inclination of children from the diaspora 

(Macedonians born abroad) to marry Macedonians. Another example is the case 

of wars and conflicts: they financially and materially deprive households, 

increasing their inclination to emigrate in order to escape the perils of the war. 

While this has not been that usual for Macedonia, the war in Bosnia in the 1990s 

may serve as a good example. Both cases suggest that the direct link between the 

non-economic motive to migrate and vulnerability may not be so uncommon, 

though.  

Recently, Conley et al. (2012) presented practical methods for performing 

inference while relaxing the exclusionrestriction assumption. They presented 

“alternative approaches to inference that do not impose the assumption that 

instruments exactly satisfy an exclusion restriction; they need only be plausibly 

exogenous” (p.270). The approaches involve using prior information regarding 

the extent of deviations from the exact exclusion restriction. The argument we 

use here to justify exclusion restriction – migrants from more vulnerable 

households may have a tendency to emigrate for a non-economic reason – is 

providing information about prior beliefs regarding the violation of this 

restriction. The contribution of Conley et al. (2012) provides a tool for drawing 
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inference about remittances when non-economic motive to migrate is an 

imperfect instrument. 

In what follows, hence, we relax the strong exogeneity assumption for our 

instrument and estimate the remittances impact onto vulnerability with only a 

plausibly exogenous instrument. The method consists of estimating a modified 

version of the model given in (3.2) and (3.3), and consists of estimatingγin the 

following equation: 

𝑃𝑟(𝑉𝐼𝑖) = 𝛼3

+∑𝛽31𝑖𝐻𝑒𝑎𝑑_𝑐ℎ𝑖 +∑𝛽32𝑖𝐻𝑜𝑢𝑠𝑒ℎ𝑜𝑙𝑑𝑖

+∑𝛽33𝑖𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑡𝑦𝑖 + 𝛾 ∗ 𝑅𝑒𝑚𝑖𝑡𝑖 + 𝛿 ∗𝐼𝑛𝑠𝑡𝑖+휀3𝑖 

where δ is a measure of the direct relationship of the instrument with the 

household vulnerability. In the previous estimations, δwas assumed to equal zero, 

which could result in a biased estimate of γin case of a direct relationship 

between the instrument and the dependent variable. 

To fully comply with the procedure of Conley et al. (2012), we first provide 

estimates of the IV regression whereby both first- and second-stage regression 

are OLS. This is, apparently, one drawback of Conley’s procedure: it does not suit 

binary and ordered variables. However, having this drawback in mind, we present 

our findings to serve informative purpose.  

Table 4-12 presents OLS regression with IV, and largely replicates the IV ordered 

probit estimates (Table 4-7), except that the remittance coefficient is a bit larger. 

Additional information – which we were not apparently able to obtain under CMP 

– is provided toward the bottom of the table: the Cragg-Donald Wald F statistic. 

The obtained very large F-statistic of 2118 suggests that the non-economic 

motive to migrate is not weakly correlated with the explanatory variable and is 

hence relevant (i.e. may be considered a good instrument, McKenzie and Sasin, 

2007). 
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Table 4-12. OLS regression with instrumental variables - Macedonia 

  Entire Vulnerability Index 

  First stage: 
Remittances 

Second stage: 
Vulnerability 

  (1) (2) 

Age of the head -0.00221 0.0423* 
Age squared 0.00000831 -0.000518* 
Gender (1=male) -0.0204 -0.138 
Marital status (1=married) -0.0596 -0.0774 
Ethnicity (1=Macedonian) -0.0986*** -0.255** 

Education of the head (ordered scale) -0.00512 -0.233*** 
Number of hh members -0.0614** 0.135 
Number of hh members squared 0.00476* 0.0039 
Dependency ratio -0.0367 1.023*** 
Geography (1=urban) 0.0533** -0.0748 
Noneconomic motive to migrate -0.861***  
Remittances (1=the household receives 
remittances)  -0.215* 
Constant 1.306*** 1.268* 
   
Weak identification test (Cragg-Donald 
Wald F statistic)  2118.279 
   
Observations 991 991 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 
10, 5 and 1% level, respectively. Standard errors not reported to preserve space, 
but available on request. 

 

Next, we allow for a positive direct link between non-economic motive to migrate 

and vulnerability. We use an arbitrary span/magnitude of this direct influence of 

between 0% and 35%, since we have no other prior information, except that it 

may be positive (i.e. more vulnerable households may be correlated with higher 

inclination to emigrate for non-economic reason). Results are presented in Table 

4-13. Note that for a zero percentage of direct influence (which is the assumption 

in Table 4-12), the remittances coefficient is replicated. Then, for increasing direct 

influence between the plausibly exogenous instrument and the dependent 

variable, the remittances’ effect on vulnerability is retained significant, but with 

decreasing magnitude. In other words, results suggest that there is still a 
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significant effect of remittances on vulnerability, even with substantial departures 

from perfect instruments. The role of remittances for vulnerability, actually 

slightly decreases in magnitude for larger allowed direct channel of influence 

between non-economic motive to migrate and vulnerability, but up to about the 

6-th percent. Afterwards, the significance vanishes. 

Table 4-13. Significance of remittances for vulnerability under the assumption of non-
strong exogenous instrument - Macedonia 

Allowed 
percentage 

of direct 
influence 

Coefficient 
on 

remittances 

Statistical 
significance 

Allowed 
percentage 

of direct 
influence 

Coefficient 
on 

remittances 

Statistical 
significance 

0 -0.21488 * 18 -0.11037  

1 -0.20907 * 19 -0.10457  

2 -0.20327 * 20 -0.09876  

3 -0.19746 * 21 -0.09295  

4 -0.19165 * 22 -0.08715  

5 -0.18585 * 23 -0.08134  

6 -0.18004  24 -0.07554  

7 -0.17424  25 -0.06973  

8 -0.16843  26 -0.06392  

9 -0.16262  27 -0.05812  

10 -0.15682  28 -0.05231  

11 -0.15101  29 -0.04651  

12 -0.14521  30 -0.0407  

13 -0.1394  31 -0.0349  

14 -0.1336  32 -0.02909  

15 -0.12779  33 -0.02328  

16 -0.12198  34 -0.01748  

17 -0.11618  35 -0.01167  

Source: Authors’ calculations. * denotes statistical significance at the 5% level. 
Confidence intervals not reported to preserve space, but available on request. 

 

The idea is that if we have a reasonable belief that vulnerability and non-

economic motive are determined simultaneously, or correlated due to the 

existence of a third unobservable factor, then it is reasonable to consider that 

this influence slightly reduces the effect of remittances on vulnerability. This 

makes sense: if migrants originating from more vulnerable households have a 

tendency to leave for a non-economic reason and send remittances, then 
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remittances may have weaker effect on vulnerability reduction, since those who 

depart for a non-economic reason likely generate income at destination with a 

slower pace than those who head for job. However, for medium to large direct 

influence, remittances are found not to affect vulnerability. 

 

4.2.4.3 Alternative compositions of the vulnerability index 

 

This and the next section provide some further robustness tests of our results. 

Table 4-14 provides the estimates of equations (3.2) and (3.3) for different 

weighting of our vulnerability index. Recall that (Section 4.1.3) our index has been 

originally constructed by assigning equal weight to all composite indicators. 

Mainly, this happened because we did not have any useful guidance on the 

potential weight of each component. Hence, the weights in Tabe 4-14 are also 

arbitrary: first, we give double weight to the income vulnerability (poverty) then 

compared to the rest of the indicators; then we give double weight to both 

income and unemployment; finally, we give double weight to the non-income 

components. 

Results we obtained earlier are largely replicated. The coefficient on remittances 

remains significant, negative and of a very similar magnitude as in Table 4-7. Only 

when larger prominence is given to non-income facets of vulnerability, the 

significance of remittances vanishes, but the magnitude of the coefficient is 

maintained. 
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Table 4-14. Sensitivity analysis – Macedonia: Different weighting of the index 

  Double weight on poverty Double weight on poverty 
and unemployment  

Double weight on non-
income vulnerability 

indicators 

  First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 
  (1) (2) (3) (4) (5) (6) 

Age of the head -0.0268 0.0356 -0.0258 0.0381 -0.0263 0.0336 

  (0.041) (0.023) (0.041) (0.023) (0.041) (0.022) 

Age squared 0.0002 -0.0005** 0.0002 -0.0006** 0.0002 -0.0004* 

  0.000  0.000  0.000  0.000  0.000  0.000  

Gender (1=male) -0.1511 -0.1233 -0.1495 -0.1018 -0.1526 -0.1497 

  (0.202) (0.101) (0.202) (0.099) (0.203) (0.102) 

Marital status (1=married) -0.3162 -0.0836 -0.3056 -0.2372 -0.3241 -0.0902 

  (0.341) (0.199) (0.339) (0.200) (0.343) (0.199) 
Ethnicity (1=Macedonian) -0.8513*** -0.2588*** -0.8523*** -0.2311** -0.8560*** -0.1620* 
  (0.169) (0.098) (0.168) (0.098) (0.167) (0.093) 
Education of the head (ordered 
scale) 

-0.0078 -0.2117*** -0.0077 -0.2098*** -0.0101 -0.1874*** 

  (0.055) (0.032) (0.055) (0.032) (0.055) (0.031) 

Number of hh members -0.5158*** 0.3056*** -0.5165*** 0.3598*** -0.5160*** 0.2133** 

  (0.153) (0.091) (0.153) (0.090) (0.154) (0.092) 

Number of hh members squared 0.0437*** -0.0132 0.0437*** -0.0138* 0.0435*** -0.0108 

  (0.015) (0.008) (0.015) (0.008) (0.015) (0.008) 

Dependency ratio -0.3307 1.1397*** -0.331 1.5374*** -0.3272 0.9939*** 

  (0.328) (0.167) (0.326) (0.166) (0.330) (0.166) 



105 

Geography (1=urban) 0.23 -0.0139 0.2302 -0.009 0.2262 0.0132 
  (0.173) (0.081) (0.173) (0.081) (0.174) (0.081) 
Noneconomic motive to migrate -0.8611***   -0.8611***   -0.8611***   
  (0.018)   (0.018)   (0.018)   
Remittances (1=the household 
receives remittances)   

-0.1847** 
  

-0.1742* 
  

-0.1458 

    (0.094)   (0.095)   (0.095) 

Constant 0.9643   0.9411   0.9841   
  (1.049)   (1.049)   (1.053)   

              

Observations 991 991 991 991 991 991 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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4.2.4.4 Sensitivity analysis to the construction of consumption 

 

Table 4-15 provides estimates for the case when consumption per capita, which 

makes the basis for classifying the household as poor or not, is calculated through 

weighting the household members. Namely, our baseline results give each 

household member equal weight, irrespective of whether the member is an adult 

or a child. Instead of this, we will rely on the OECD adult equivalent scale whereby 

the first adult household member (household head) receives a value of 1, other 

adults aged 14 years and above the value of 0.5, and children under 14 years of 

value 0.3. Results remain largely robust to this, although the significance of 

remittances for income vulnerability is lost. 
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Table 4-15. Sensitivity analysis – Macedonia: Consumption weighted with the household composition 

  Vulnerability index Income vulnerability Non-income vulnerability 

  First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 
  (1) (2) (3) (4) (5) (6) 

Age of the head -0.0266 0.0395* -0.0432 0.0246 -0.0255 0.0357 
  (0.041) (0.023) (0.040) (0.032) (0.042) (0.023) 
Age squared 0.0002 -0.0005** 0.0004 -0.0002 0.0002 -0.0005** 

  0.000  0.000  0.000  0.000  0.000  0.000  

Gender (1=male) -0.1519 -0.1539 -0.1518 -0.0667 -0.152 -0.1426 

  (0.202) (0.104) (0.200) (0.147) (0.203) (0.104) 

Marital status (1=married) -0.3157 -0.0961 -0.3522 0.4874* -0.3255 -0.2563 

  (0.341) (0.188) (0.336) (0.265) (0.342) (0.215) 

Ethnicity (1=Macedonian) -0.8532*** -0.1887** -0.8189*** -0.5737*** -0.8583*** -0.0742 

  (0.168) (0.096) (0.165) (0.128) (0.166) (0.097) 

Education of the head (ordered 
scale) 

-0.0101 -0.2081*** -0.0083 -0.2399*** -0.0101 -0.1686*** 

  (0.055) (0.031) (0.054) (0.045) (0.055) (0.032) 

Number of hh members -0.5130*** 0.2217** -0.5055*** 0.1904 -0.5182*** 0.2070** 

  (0.153) (0.088) (0.152) (0.133) (0.155) (0.095) 

Number of hh members squared 0.0433*** -0.0099 0.0427*** -0.0093 0.0436*** -0.0095 

  (0.015) (0.008) (0.015) (0.014) (0.015) (0.009) 

Dependency ratio -0.3376 1.1795*** -0.391 0.166 -0.324 1.2812*** 

  (0.327) (0.165) (0.325) (0.236) (0.330) (0.171) 

Geography (1=urban) 0.2286 0.0104 0.2202 -0.1121 0.2217 0.0434 

  (0.174) (0.082) (0.175) (0.111) (0.174) (0.084) 
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Noneconomic motive to migrate -0.8611***   -0.8611***   -0.8611***   
  (0.018)   (0.018)   (0.018)   
Remittances (1=the household 
receives remittances)   

-0.1556* 
  

-0.1953 
  

-0.1189 

    (0.095)   (0.137)   (0.097) 

Constant 0.9789   1.3154 -0.4968 0.9837   
  (1.050)   (1.044) (0.859) (1.057)   

              

Observations 991 991 991 991 991 991 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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Similarly as in Table 4-15, Table 4-16 considers regional poverty disparities. Recall 

that we consider a household poor if its consumption falls below the 60-th 

percentile of the median consumption. In our baseline results, the median is 

nation-wide. Instead, in Table 4-16 we construct region-specific medians for 

consumption and define households as poor with respect to this median. This 

suggests that a household which with certain level of consumption was 

considered non-poor compared to the nation-wide median, may have fallen 

below the poverty line in a richer region (with higher regional median line). 

Findings correspond to our baseline results, i.e. suggest that even when regional 

poverty disparities have been considered, remittances reduce vulnerability with 

the same magnitudes as in the baseline case. 
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Table 4-16. Sensitivity analysis – Macedonia: Regional poverty 

  Vulnerability index Income vulnerability Non-income vulnerability 

  First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 
  (1) (2) (3) (4) (5) (6) 

Age of the head -0.0262 0.0409* -0.0293 0.0335 -0.0255 0.0357 
  (0.042) (0.023) (0.041) (0.033) (0.042) (0.023) 
Age squared 0.0002 -0.0005** 0.0003 -0.0004 0.0002 -0.0005** 

  0.000  0.000  0.000  0.000  0.000  0.000  

Gender (1=male) -0.1521 -0.1246 -0.1497 0.1029 -0.152 -0.1426 

  (0.203) (0.102) (0.203) (0.152) (0.203) (0.104) 

Marital status (1=married) -0.3201 -0.2297 -0.3324 -0.0812 -0.3255 -0.2563 

  (0.341) (0.196) (0.344) (0.306) (0.342) (0.215) 

Ethnicity (1=Macedonian) -0.8575*** -0.1404 -0.8552*** -0.3713*** -0.8583*** -0.0742 

  (0.167) (0.098) (0.167) (0.137) (0.166) (0.097) 

Education of the head (ordered 
scale) 

-0.0092 -0.2080*** -0.008 -0.2730*** -0.0101 -0.1686*** 

  (0.055) (0.032) (0.054) (0.046) (0.055) (0.032) 

Number of hh members -0.5156*** 0.2414*** -0.5171*** 0.2424* -0.5182*** 0.2070** 

  (0.153) (0.091) (0.154) (0.125) (0.155) (0.095) 

Number of hh members squared 0.0434*** -0.0097 0.0436*** -0.0039 0.0436*** -0.0095 

  (0.015) (0.008) (0.015) (0.012) (0.015) (0.009) 

Dependency ratio -0.3304 1.2494*** -0.3344 0.4928** -0.324 1.2812*** 

  (0.328) (0.167) (0.328) (0.241) (0.330) (0.171) 

Geography (1=urban) 0.2229 0.0184 0.2138 -0.0936 0.2217 0.0434 

  (0.174) (0.082) (0.175) (0.114) (0.174) (0.084) 
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Noneconomic motive to migrate -0.8611***   -0.8611***   -0.8611***   
  (0.018)   (0.018)   (0.018)   
Remittances (1=the household 
receives remittances)   

-0.1683* 
  

-0.3025** 
  

-0.1189 

    (0.094)   (0.150)   (0.097) 

Constant 0.9782   1.0494 -0.9474 0.9837   

  (1.055)   (1.056) (0.878) (1.057)   

              

Observations 991 991 991 991 991 991 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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4.3 Qualitative analysis 

 

This section analyses the interviews for Macedonia and offers insights and 

understanding of the real-life experiences of remittance-receiving households. 

We analyzed the interviews using the three stages of coding: open coding, axial 

coding and selective coding. First we uncovered some basic ideas and meanings 

that are in the context of the research question. Secondly, we identified and 

related categories and subcategories of the data in order to draw relationships 

that could best explain the research question. Thirdly, the previously identified 

concepts and categories were further defined, developed in order to deliver a 

general picture of the research question. The first part of this section refers to the 

history of migration as well as the reasons why members of the household left 

Macedonia. Then, the second part refers to analyzing the use of remittances and 

how these remittances are connected with the facets of vulnerability. The third 

part of the analysis considers the views, perspectives and sentiments of 

remittance-receiving households for the future.  

 

4.3.1. Reasons to emigrate 

 

The number of members totaled 33 for all 20 households in the sample. Out of 

these, 11 of the households had two members living abroad that are sending 

remittances, 8 of the households had one member and only 1 household had 

three members living abroad. Usually the members who live abroad are members 

who are in close relations with the families such as sister, daughter or son. One 

family receives remittances from their parents who live abroad. Four families 

noted that part of the remittances they received were from members of the 

extended family such as aunts, cousins and an uncle. Interestingly, in the sample, 

there is a slight difference in the gender of the members who emigrate. The 
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sample is slightly more represented by female members who live abroad and 

send remittances in Macedonia. 

All of the members who live abroad, live in high-income countries such as 

European Union (EU) member states, Switzerland, Australia, Canada, USA, Qatar 

and Turkey. This information indicates that the choice of countries is on the basis 

of their economic status and social welfare, since these specific countries have 

often been regarded as a safe haven for job opportunities, higher income, and 

better social protection.  

Most of the interviewees indicated several reasons for their family members’ 

emigration, the main being: better economic status, job opportunities and 

increased quality of life. This is understandable, since these households are 

socially vulnerable: out of the 58 household members still living in Macedonia, 24 

are unemployed, 10 are employed who perceive their wage as low, nine are 

pensioners that again perceive their pension as low, one is a recipient of social 

assistance, four obtain their yearly income from tobacco growing, while the 

remaining 10 are kids. As one interviewee described the reason: 

“My son was a taxi driver. He would have passed by my work place; I was in the 

third shift; he would have said: ‘mom, please give me 100 denars’. Sometimes, I 

had not enough money in my pocket even to give him for a coffee. And, he wanted 

to go out. Bachelor. Naturally, he had a girlfriend” (Interview 8) 

The situation of some households in the sample is that even though some of 

them have an income either from employment or pension, members in the family 

still had problems to make ends meet over the month. As one mother mentions: 

“The life is better there; here it is not. For example, we survive only with a 

pension, and after we have spent it, we have nothing to live with … they [her son, 

n.b.] must run away. I didn’t let him go, but he told me: ‘mom, can you really hold 

me here? Are you going to build me a house?’ Well I can’t, he must run away” 

(Interview 17) 
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Some interviewees indicated that one of the reasons for migration has been the 

social protection that is offered by some destination countries, as described by 

the father of an emigrated daughter: 

“There [in Sweden, n.b.] is better a 1000 percent, because her husband is 

employed, their kids study. They receive small social assistance for the kids, the 

kids are insured, and the country is generous. She isn’t worried about the kids. 

How much they give there [as social assistance, n.b.] 100 euros, 150 euros, I don’t 

know. The country supports them. For sure, since my daughter doesn’t work, 

because she needs to take care of the children, they [in Sweden, n.b.] help for that 

too. We don’t have that” (Interview 19) 

The same social protection is described by a mother: 

“My daughter-in-law studies and is a mother of two. She also gets a salary. Over 

there, they give salaries to mothers if they study” (Interview 2) 

This social protection indicates that the members that live abroad have good 

social benefits, and a better social welfare in order to offer them the opportunity 

for a better quality of life as indicated by one interviewee: 

“Well, it’s not only for success, they look for a better living” (Interview 10) 

Not surprisingly, all of the interviewees mentioned that the primary reason for 

migration is the economic status or the job opportunities that are mostly found in 

the above mentioned countries. The reason for this is that these members have 

no job or have low income in Macedonia that indirectly guides these people to 

look for opportunities in other countries. Such as one mother explains: 

“They [her son’s family, n.b.] left because they were college graduates, and they 

couldn’t find a job anywhere… They have one kid, but they couldn’t find a job and 

they left” (Interview 1) 

Another interviewee mentions the same reason why her sibling left: 
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“Well she was here, she graduated from university and she couldn’t find a job, and 

that’s why she left” (Interview 3) 

Another interviewee expresses her opinion about economic prospects in 

Macedonia through giving her reason why people migrate:  

“People [Macedonian people with a good quality, n.b.] know to value themselves. 

There is no prosperity here, and they [people in Macedonia, n.b.] look for a way 

out. I think they are more paid, more appreciated there…” (Interview 13) 

Another interviewee simply generalizes the reason why people migrate through 

mentioning: 

“That is because of the economic prospects, that’s why they emigrate. Not enough 

money” (Interview 4) 

Although most of the emigrants had found jobs abroad, only few of them had 

been helped through the support of siblings or extended family members that 

have already lived abroad. As one mother mentions: 

“My son works; they [her son’s family, n.b.] left because they didn’t have a chance 

for a life here. He worked in a taxi, and my daughter-in-law worked as a textile 

worker for 5-6, or 6-7 thousand denars [about 100 euros, n.b.]; that’s how much 

they were paid. Firstly, my son left; I have a nephew there [at destination. n.b.] 

from my husband’s sister; he took him. My son now works as a mechanic, my 

daughter-in-law studies and their kids study.” (Interview 2) 

Another describes how her daughter helped her son to go abroad:  

 “Because we didn’t have money. I didn’t have with what to pay for education, 

except with loans. So, my daughter left, and afterwards she took my son. She 

simply rescued him” (Interview 8) 

Additionally, as one interviewee mentions, the help to go abroad also comes from 

their in-laws: 
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“My brother-in-law is from here, he lived in Skopje, and he found a job abroad for 

his children, so they moved there” (Interview 10) 

A mother mentions that the opportunity for her son to go abroad came from her 

daughter-in-law: 

“She is from there, 30 years now, her parents lived in Germany, she is the second 

generation” (Interview 1) 

Two of the interviewees have also mentioned that the way their family members 

found job abroad has been through private employment agencies in Macedonia 

that offer job opportunities abroad.  

On a general note, all interviewees have accepted and supported the migration of 

their family members, and even though some face difficulties in the current state 

of their household, most accept the changes, as two mention: 

“Ok, maybe I am very hurt, because I’m alone, and it’s hard without children, 

which is normal (crying) but when there is nothing, even that is something” 

(Interview 8) 

“Do I approve it, I do approve it, because they did not have on what to live here. If 

my two sons were here, it would have been very hard for me. This way, my son 

left the house to his brother. He greatly eased the work to the other. Otherwise, 

they would have lived together in the house. When he went abroad, he greatly 

helped my other son. What would have he been doing here; he was jobless as 

well.” (Interview 6) 

 

4.3.2. Remittance Analysis 

 

Most households reported they were able to receive remittances once they asked 

for their family members abroad. On a general note, households mentioned four 

specific sending periods: monthly, every few months, semiannual basis and once 
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a year. Only four households in the sample mentioned that the only way they 

received remittances was through formal channels. Most interviewees noted that 

they received remittances through informal channels although a large part also 

declared they received remittances through both formal and informal channels. 

As one interviewee mentioned: 

“Through a bank and sometimes through a familiar person” (Interview 1) 

Many have noted that the informal channels of sending remittances were 

through familiar persons that are coming back to Macedonia, or that they 

received the remittances once their family members had the time to visit 

Macedonia:  

“Most of the times, through friends, and when he comes, he leaves me with some 

money” (Interview 6) 

Another characteristic that interviewees noted is that their family members send 

these remittances in three different ways: 

“Well, I don’t know, usually when she would come, sometimes through a friend or 

through Western Union” (Interview 5) 

Another interviewee also stated that another way household members receive 

remittances is when they visited their emigrated family members abroad: 

“No, he did not send. When I was there, they were giving me some money, but he 

can’t send me, you know it’s expensive.” (Interview 17) 

The households that receive remittances only through formal channels declared 

that the way they received them is through Western Union or directly on their 

bank account: 

“Through a bank. I have a card. On the card, through the bank” (Interview 2) 

“Well usually through a bank. Western Union, or through a bank” (Interview 3) 
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It’s important to mention that the remittances received from the family members 

abroad are not only in cash but also in other forms, such as clothes, travel tickets, 

direct pay for household renovation and purchasing of household assets. As one 

mentions: 

“They invite me, they buy me a ticket, they pay everything, I just go there to for a 

visit (smiling)” (Interview 2) 

Another two state: 

“When I go there, they buy me things. Everything you see here is renovated by 

them, I threw out everything old. Everything here: the kitchen, the fridge, the 

oven… all is their” (Interview 2) 

“They bought me a TV, showcase…….They helped me around the house a lot” 

(Interview 6) 

Clothes have been the type that was the second most-received remittance by 

households as declared by the interviewees.   

 “She always bring clothes when she comes; she doesn’t come without bringing 

some clothes. Usually she would use some clothes that year, and then she gives 

them out to me” (Interview 5) 

“Well, yes, now, when they came, they buy me clothes, shoes, sweatpants and 

shirts” (Interview 6) 

These households, as previously mentioned, are socially vulnerable households, 

where all interviewees reported that their circumstances are seriously difficult 

and many characterized their real life situations as without enough means or with 

a very low income for alleviating their housing and health conditions. Most have 

private houses or apartments even though only one household reported that 

they live in a state-owned apartment. Many of the interviewees also mentioned 

their nutrition had been very bad or bad and most of them acknowledged they 

had none or few leisure activities. Not surprisingly, when these families where 
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asked if it ever happened that, during a month they did not have enough income 

to meet the everyday expenses or needs of the household, most of them 

answered affirmatively, much like one interviewee: 

“Pshhh…of course, not once, multiple times” (Interview 8) 

Through this question we also recognized the positive effects remittances had on 

these households, as two interviewees mentioned: 

“Not once, a lot of times, I have 8000 denars pension, with such a low pension, it 

doesn’t happen once, it happens multiple times. If I don’t have some little finances 

from my daughter in Switzerland, I can’t survive” (Interview 18) 

“They [household money, n.b.] aren’t enough, but my children will send me 

something. They give me some money, and I pay my bills, I am not indebted with 

the state.” (Interview 7) 

Across all demographic characteristics, interviewees mentioned that the 

remittances they received were mostly used for paying bills and buying food. This 

information is not surprising, after we see the social situation these households 

are in, as one interviewee describes:  

“When my children were living here, sometimes, I didn’t have with what to feed 

them” (Interview 8) 

Most households use these remittances not only for bills and food but also for 

covering their everyday needs and expenses in general:  

“Some [of the remittances, n.b.] for food, for bills, to cover my everyday 

expenses” (Interview 10) 

Or as an 88-year old man comments:  

“Well, on bills, I buy food with that money, I can’t cook. I’ll go out to the bazaar, 

eat, and come back” (Interview 7) 
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Many also mention that some of the remittances are also used for improving 

their household condition as well as providing means to keep warmth in the 

house. This is another circumstance that has been noted throughout all 

demographics, since, most households live in private houses, in regions where 

there is no public central heating. As some illustrate:  

“Yes, yes, this summer we renovated, but my children did that. Those who are 

abroad” (Interview 2) 

“….For paying the bills, for firewood. Yesterday …. He [the son who is in 

Macedonia, n.b.] barely managed to get some wood, and it was still green, who 

knows how it will burn” (Interview 6) 

“On bills, food and for the household” (Interview 12) 

“Well sometimes, when there is left over money, I would spend them on firewood, 

so that we can warm up the house” (Interview 17) 

Interestingly, only one interviewee, from those who live in rural environment, 

noted that some of remittances are also used for sustaining their land:  

 “On everyday stuff, on land of 70 acres that I work on, plus I don’t want my cereal 

and corn to get bad.” (Interview 16) 

Intriguingly, the only differences among demographic characteristics were found 

across age. Although most have explained that the use of remittances was mostly 

for paying bills and purchasing food, many other remittance consumption habits 

have been found across the age variable. Most of the interviewed young adults 

noted that some remittances were used for buying clothes, leisure activities and 

education. As three interviewees explain:  

“Well he [the emigrant, n.b.] sends us 200 euros, now I have two more exams for 

the masters and every month he was sending me 100-150 euros, and whenever I 

had to pay for the semester 600-800 euros” (Interview 20)  

“For bills, food, leisurely life” (Interview 14) 
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“[Smiling]Usually for clothes. I use them for that, and for going out” (Interview 3) 

“No, no for education is extra, not from that money” (Interview 14)  

Two of these interviewees have also noted that the remittances that they 

received for education were additional to those that they received for their 

everyday expenses. Also, these young adults mentioned that an amount of their 

remittances is also used for trips.  

The interviewees who were characterized as being middle-aged, used some of 

the remittances for meeting the everyday needs of their children such as school 

equipment, festivities and clothes. This is not surprising since these are the 

households that have noted to be a nuclear family of three or four members. For 

example as two mentioned: 

“Household needs, bills, food, for the kid usually” (Interview 13) 

“Usually for birthdays, if something gets tight” (Interview 5) 

The senior and elderly interviewees noted that they use the remittances also for 

medications or health care services. This is in accordance with their needs, since 

these were the ones with particular medical conditions or problems, while some 

just wanted to keep their health checked. For instance, as three mention: 

 “Yes, yes, I have some remittances aside. Just in case, for medical examinations” 

(Interview 8) 

“For medications, usually, they are not enough” (Interview 1) 

“Of course. I can’t see well, last year I operated one of the eyes. Now I can’t see 

with the other one” (Interview 17) 

Through these grave circumstances that these households are facing, we also 

could see the benefits that these remittances have on improving the livelihood of 

the households that receive and use them. This also provides information that if 

such households did not receive remittances, they could have been in much 

worse social situation.  As one senior interviewee would mention: 
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“I am suffering for 17 years, but sharply it worsened. My children are sending 

some money, so that’s how we are surviving, so that we could pay our debts. How 

much? …I spend 4000 denars per month on medications, and it’s hard, I don’t 

know how we will survive” (Interview 1) 

The role of remittances, as an informal social protection mechanism, has been 

proved by all interviewees across our sample. When these interviewees were 

asked if they feel safer with having family members abroad, all responded 

positively. They also contemplated that since they had family members abroad 

they could always feel secure in meeting their household needs. For instance, as 

many describe: 

“Personally, no. The thing that is better is that I am financially relaxed, I don’t I 

don’t have money to pay the bills…. if I can’t, I could call my children, and they 

would send money” (Interview 2) 

“Yes. They don’t have a lot, they don’t have their own house. But if I need, just in 

case, for medical treatments, they would send me. The children are telling me: 

Mom don’t worry” (Interview 8) 

“Naturally, they will send them [the remittances, n.b.], I am not embarrassed 

from them, nor I hide how much I have” (Interview 9) 

“Yes, yes, I think, I feel very much relaxed” (Interview 11) 

“Whenever we have the need, it doesn’t matter if it is monthly, yearly, weekly, 

whenever we need, he [her uncle, n.b.] is here to help. Especially for my 

grandfather and grandmother, he sends money every month, because they need 

it, they don’t have a pension, we live from the tobacco, we can’t help them” 

(Interview 20) 

Such view and role of remittances is mostly induced because of the experiences 

that these households have endured during their lifetime, since the time when 

their family members have been abroad. This role of an informal shielding 
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mechanism has been noted in families which faced some unforeseen shocks (loss 

of a family member, wedding, job loss and surgery). Once these interviewees 

were asked if there was any unforeseen shock their household experienced and 

that their family members sent remittances from abroad, many answered:  

“…. yes, for example my engagement, (smiling). There were a lot of presents that 

she bought and she brought them here. So as our mother doesn’t spend money, 

she brought them from there” (Interview 3) 

“The other shock was when the savings bank TAT declared bankruptcy, I had 15 – 

16 thousand German marks; it took not only the money, it destroyed my wife. Her 

blood pressure elevated, and she got paralyzed. She was 20 years, everything was 

on my shoulders. …… He [the emigrated son, n.b.] was helping me about 

medications, enough that I don’t pass away…. that’s this miserable life” (Interview 

6) 

“Of course, when their mother died, now five years since she passed away, and for 

everything that was needed, they sent the money” (Interview 9) 

Even though these are households that faced an unforeseen shock, the feeling 

that they were protected by the remittances has been also found in the rest of 

the sample. Such a feeling demonstrates that the households that continuously 

receive some amount of remittance, feel more relaxed and safe. In other words, 

even if they had not experienced any shock, they still feel that if anything 

happens, they could hinge on the help of their family members from abroad.  

 

4.3.3. Perceptions about migration and remittances 

 

The third part of this analysis consists of the feelings and perceptions about 

migration. In this part we also note the views that these households have towards 

remittances in the future. Finally, we review the thoughts of the receiving 
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households regarding the chance to report the amount of remittances they 

receive to a governmental body in Macedonia.  

Perceptions, feelings about and support of migration were all found deeply 

connected with the socio-economic status of the interviewed families. Every 

interviewee explained that the reason for migration and their support of 

migration is due to the fact that in Macedonia, their family members could not 

have achieved the social conditions that they have at destination had they stayed 

in their home country. As one mother states:  

 “Personally for me, for example, it’s hard to be alone. I and every mother wants 

her children here, but what if they are unhappy and they live in misery, .And I see 

they are happy, because they have good living conditions, enough money for life. 

When they were here, they couldn’t even go for a vacation, or to fix something in 

the house, they send money so that I can go visit them, and when they come back, 

they buy, they spend. They renovated the house this year and next year they plan 

to renovate the whole house. Here, they would have never succeeded in financing 

that. There, once my daughter-in-law gets employed after New Year holidays, 

they [Authorities in Sweden, n.b.] would immediately give them loans, so that 

they could immediately buy a house” (Interview 2) 

All interviewees have expressed support for migration, due to the fact that, the 

economic conditions in Macedonia do not offer any affordable livelihood to 

families. As some mention:  

“Even if they stayed here, no one cares about the education or knowledge. Many 

things are not appreciated. In Macedonia, all are looking to employ brother, 

sister, cousin” (Interview 5) 

“I would tell you, it isn’t good. Migrants are coming here from Syria, and ours are 

running away in Bulgaria. How would they live? From what would they live if they 

stay here? No chance. (Interview 7) 

“There is job there. What are you going to work here?” (Interview 15) 
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Few interviewees also expressed that they had contemplated to emigrate abroad 

due to the previously mentioned reasons:  

 “Well, for now no. My husband works in the army, he has a good salary, but 

….my sister says, the door is always open to us. For now, no, but in the future, I 

don’t know what would happen” (Interview 3) 

“Yes, I approve it, even I would leave with my family and I wouldn’t stay in 

Macedonia” (Interview 5) 

The feelings about remittances are associated with the feeling of protection as 

noted from the second part of the analysis. Interviewees not only stated that they 

feel more relaxed and safe because at any time they could rely on the help of 

their family members from abroad, but also that in the future they expected that 

the remittances will still be sent to them. As some said: 

 “Naturally I feel protected, I think that if I have a need, I wouldn’t be left without 

money. And I wouldn’t be left alone, children will help” (Interview 2) 

“Without saying, when someone comes back, they send money through him, 

saying ‘give this to my father’” (Interview 7) 

“Well, this is good. She [her emigrated sister, n.b.] has money, they [the 

emigrated sister’s family, n.b.] have money. It’s good for us when she sends 

money, whenever we need. But, she isn’t here, we miss her, in particular, I miss 

her a lot. And, that’s why we talk to her on skype every day. But, she wasn’t happy 

here, she wasn’t seeing herself here, she doesn’t want to come back” (Interview 3) 

The final part of the interviews referred to the interviewees’ willingness to report 

the amount of remittances they receive from abroad to an authorized 

governmental body. The question was formulated in a way that suggested that if 

they report the amount to the government, in return, it would give them a sort of 

a voucher they could use for health care services or coverage of the educational 

expenses of their children/grandchildren. Interviewees were informed that if such 
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opportunity exists that the government would not take or tax remittances, but 

only to keep track of the flow of money into the country. Most interviewees 

mentioned that there is no problem to report the remittances they receive, as 

expressed by few:  

“I think there is no reason not to report them. Why not?” (Interview 10) 

Another interviewee expressed that even though there is no problem to report 

the remittances there is doubt that the government could help in any way: 

“No, it’s not a problem to say that, but again, in this place, from Macedonia, you 

can’t expect anything. We live here, but there is no livelihood, there is no future, 

it’s sad because a lot of young people leave Macedonia for a better life” 

(Interview 20) 

It is not surprising that few of the interviewees chose not to report the 

remittances because of their dissatisfaction with the Macedonian authorities:   

“First of all, 50 or 100 euros to be reported once a year, makes no sense. Secondly, 

if someone asks something from the government in return, for me, he is a fool.” 

(Interview 4) 

“I wouldn’t tell them anything; to you yes. I don’t want to deal with them.” 

(Interview 18) 

The dissatisfaction with life and the mistrust in the government is mainly 

attributed to the current socio-economic state of these households, and to the 

views they hold towards the opportunities for economic progress and better 

livelihood in Macedonia. Another reason might be that, some of these 

households have little or no social protection in Macedonia, thus their 

dissatisfaction could also be attributed to the social welfare system.  

 

4.4 Conclusion 
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The Chapter portrayed correlation and causal inference about remittances’ role 

for vulnerability in Macedonia. We suspected remittances endogenous in this 

framework and argued in favor of the non-economic reason to migrate as a 

suitable instrument. We relied on the Remittances Survey 2012 and the 

Conditional Mixed Process (CMP) estimator of Roodman (2011) to estimate a 

system of two equations, whereby IV probit is used for the first-stage regression 

and IV ordered probit estimator is used for the second-stage one. 

Results robustly suggest that remittances have a role to play for reducing 

vulnerability in Macedonia. Remittance-receiving households were found to have, 

on average 6% higher probability to report zero-vulnerability, i.e. that none of the 

vulnerability conditions prevailed. This is fairly strong and, probably, the most 

important result of this study, suggesting that remittances indeed could act as 

social protection for remittance-receiving households. Remittance-receiving 

households have lower probability by, on average, 1.9% to report two 

vulnerability conditions compared to non-receiving households. Afterwards, the 

effect diminishes to 1.7% and1.5% for prevalence of three and four vulnerability 

conditions, respectively, and fully vanishes for the largest vulnerability. However, 

the main driver of the result is poverty/income vulnerability, asremittances 

were found insignificant for non-income components like health, housing, 

leisure and the like. Results suggest that households who get remittances have 

lower probability to fall into poverty by, on average, 27% compared to non-

receiving households. The result is similar to the one found in Petreski and 

Jovanovic, eds. (2013).These results were confirmed for different measures of 

remittances, different weighting of the vulnerability index and for different 

compositions of the consumption underlying poverty. 

Results further suggest that if we have a reasonable belief that vulnerability and 

non-economic motive to migrate are determined simultaneously, or correlated 

due to the existence of a third unobservable factor, i.e. that the instrument is 

only plausibly exogenous, then the diminishing role of remittances for 
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vulnerability is confirmed, but decreases for larger allowed direct influence 

between the instrument and vulnerability. This makes sense: if migrants 

originating from more vulnerable households have a tendency to leave for a non-

economic reason and send remittances, then remittances may have weaker 

effect on vulnerability reduction, since those who depart for a non-economic 

reason likely generate income at destination with a slower pace than those who 

head for a job. However, for medium to large direct influence, remittances are 

found not to affect vulnerability. 

In the second part, the Chapter explained the context in which the nexus 

between remittances and vulnerability exists.  

Based on the qualitative analysis conducted through interviews, it could be said 

the reasons for migration could be credited to the search for better economic 

status as well better quality of life. Seeing that these households are socially 

vulnerable, with family members with little (low wage and low pension) or no 

income, nested in a weak labor market (no job opportunities or low salaries), it is 

reasonable that some family members found migration as the only choice to 

improve not only their status, but the status of their family members living in 

Macedonia. Not having enough means to cover everyday needs, such as paying 

bills, buying food and clothes, as well as housing and health expenses, has been 

the main catalyst for seeking opportunities abroad.  

The remittance-receiving households note they were able to provide enough for a 

sustainable life only through remittances they received. Only in that way they 

were able to improve their housing condition (renovation, household assets, 

firewood), and the everyday needs (buying food, paying bills and buying clothes). 

Remittances were articulated as supporter of the health condition of household 

members left behind also. Many households were able to buy the medications 

they need, pay for expensive surgical procedures and medical examinations only 

through the help of their family members from abroad. A sense of protection has 
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been created by remittances, as many of the households suffered unforeseen 

shocks (weddings, funerals, sudden job loss) where emigrated family members 

helped. Such protective sense has not only been attributed by the households 

that have experienced such events, but also by those that have not.  

Overall, we conclude that remittances have an influence on diminishing the 

vulnerability of the remittance-receiving households in Macedonia, through a 

variety of ways. Given these are socially vulnerable families, the situation of their 

livelihood could have been worse if they did not receive money from abroad.  
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5. CHAPTER – RESULTS AND DISCUSSION FOR ALBANIA 

 

Edlira Narazani 
Isilda Mara 
Fatush Kazazi 
Zyhra Bedalli 
Jorid Narazani 
 

In this Chapter the Albanian case is analyzed, using a similar approach with other 

countries that are part of the investigation. Starting with descriptive and 

comparative analysis of households who receive remittances versus those who 

donot, we proceed the analysis with causality identification, econometric 

estimates and robustness and sensitivity analysis, and finalize the investigation by 

providing quantitative evidence about remittances and their potential effect in 

flattening the vulnerability.   

 

5.1 Descriptive analysis 

5.1.1 Migration and remittances patterns 
 

The demographic characteristics of households who receive remittances versus 

those who do not, as well as the share of remittances on the total consumption in 

case of receivers, are provided in Table 5-1.The data extracted from the Albanian 

Living Standard Measurement Survey (ALSMS), 2012 show that only 8% of the 

sample fall into the category of remittance receivers. Quite similar to non-

receivers, the remittance-receivinghouseholds predominately reside in urban 

areas (54%).This overall predominance of urban residencyin the ALSMS sample 

can be explained by the massive internal migration from rural to urban areas that 

has affected the Albanian society during the last two decades. In fact, according 

to the last Albanian Census 2011,in 2011, 53.7% of the population lives in urban 



132 

areas compared to 42.1%reported in 2001. The share of households headed by 

women is higher among the households of remittance-receivers (23%) than those 

of non-receivers (11%). The summary statistics also suggest that households 

which receive remittances tend to have a smaller number of household members 

than the others.61The same holds for the number of children. 

Table 5-1. Demographic profile of remittance-receiving and non-receiving households 
for Albania 

 All Non-
receiving 
households 

Receiving 
households 

 6611 91,76% 8,24% 

% of urban households 54,29% 54,40% 53,03% 

% of male headed households 87,57% 88,53% 76,88% 

Average number of household members 3,81 3,91 2,67 

Average number of children* 1,74 2,38 2,32 

Source: Authors’ calculations.  
* Excluding households without children 

 

Further statistics about remittances and theirshare in total consumption 

ispresented in Figure 5-1, with the amount of remittances placed in the left 

vertical axis and the share of remittances in the right vertical axis. Overall, the 

average amount of remittances on monthly basis isabove 6000 Lek 

(approximately 42 Euros per month) amounting to 72.000 Lek per year (approx. 

515 Euros). Disaggregated further by gendered head of household,Figure 

5-1shows that the average consumption and the average monthly amount of 

remittances is higher among female-headed households compared to male-

headedonesand as expected, the share of remittances to consumption is 

relatively higher for female-headed households than male-headed households, 

59% versus 50%.   

                                                           
1 Migrants are not included in the calculation of household size. 
2Although ALSMS, 2012 provides information on household income, for the sake of 
comparison, we rely on consumption data to generate the poverty indicators. 
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The breakdown by urban and rural residency points out that while the average 

consumption is almost identical for urban and rural receivers, the average 

amount of remittances is relatively higher for those residing in rural areas. 

Consequently, the impact on consumption for rural remittance-receiving 

households is 12 percentagepoints higher than theirurban counterparts, 58% 

versus 46%. In terms of ethnicity, we donot find any difference between the 

national sample and Albanian ethnic group sample which does significantly 

dominateand represents the sample (98% of the sample are of Albanian 

ethnicity). The most peculiar findings are about the disaggregation of remittance-

receivinghouseholds by the poverty status. On average, the non-poor RR 

households consume and receive more than the poor RR ones. Namely, the 

average consumption and the monthly amount of remittances of non-poor 

receivers is more than three times higher than that of poor receivers 

(consumption amount to 13.000 Lek (92 Euros) versus 4.200 Lek (30 Euros), and 

remittances 6200 Lek (42 Euros) versus2000 Lek (14 Euros)). However, in terms of 

share of remittances on consumption, the difference is almost insignificant, 50% 

for the later and 52% for the former. 

Figure 5-1. Remittances pattern of receiving households 

 Source: Authors’ calculations 
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5.1.2 Facets of vulnerability 
 

The analysis of the facets of vulnerability follows the same indicators used in the 

case of Macedonia (see Section 4.1.2). While the poverty indicators (either 

absolute or relative) are constructed equally to the Macedonian case, other 

indicators such as those related to bad clothing, undernourishment and bad 

leisure conditions are differently constructed because of the lack of similar data 

extracted from the ALSMS.2 Such changes are explained below: 

- Unemployed couple is identified with both spouses who report not to 

work for different reasons save for being in old-age retirement, study, 

disability or military status.  

- ALSMS, 2012does not include subjective questions on household 

nourishment and nutrition. Therefore we proxy the bad clothing and 

nourishment indicators by the consumption per capita on food and non-

food goods. More specifically, the bad clothing and undernourishment 

dummy variablestake value of one if thehousehold’snon-food and food 

consumption, respectively, are under the third quintile (60%) of the 

median sample value.  

- The data unavailability does not allow for constructing the bad leisure 

condition similarly to the Macedonian case. For that reason, the leisure 

consumption component of vulnerability is constructed based on the 

frequency of several activities such as cinema, site, social meetings, sport, 

reading newspaper, meeting relatives and friends. More specifically, the 

bad leisure variable is constructed as a dummy variable taking value of one 

when an individual reports to not attend at all at least five of the above-

mentioned leisure activities.  

                                                           
2 Although ALSMS, 2012 provides information on household income, for the sake of 
comparison, we rely on consumption data to generate the poverty indicators. 
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Here, it is important to emphasize that our vulnerability index is based on both 

objective and subjective information. This is important for capturing the 

complexity of the issue.  

The results presented in Table 5-2 are disaggregated by sample of receivers and 

non-receivers and different indicators of vulnerability proxied by poverty, 

household status, nourishment and clothing, health and leisure. 

Table 5-2. Vulnerability patterns in Albania 

Facets of 
vulnerability 

Indicators 
All 
households 

Receiving 
Non-
receiving 

households households 

Poverty 
Poverty in relative 
terms 

23.69 8.26 25.07 

At risk of 
poverty 

Households with both 
unemployed spouses 
with at least one child 

17.95 6.24 19.01 

Housing 
status 

Private 
apartment/house 

93.57 97.8 93.19 

Rented 
apartment/house 

3.68 1.65 3.86 

Other 2.75 0.55 2.95 

Bad housing 
condition 

7.37 2.75 7.78 

Nourishment 
and clothing 

Undernourishment 14.96 5.14 15.84 

Bad clothing 
condition 

31.24 20.55 32.2 

Health Bad health condition 5.76 7.71 5.59 

Leisure Bad Leisure 36.67 42.2 36.17 

Source: Authors’ calculations. 

 

Table 5-2 suggests that households who receive remittances are better off than 

the others for most of the vulnerability indicators. First, in terms of relative 

poverty, remittance-receiving households are found to be three times less poor 

than the others (8% compared to 25%). Similarly, RR households are more likely 

toown apartments than to rent them compared to non RR group. However, the 

share of those who own an apartment is high, both among receivers and non-
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receivers, suggesting that owning an apartment prevails over renting in the whole 

sample. Besides, RR households are significantly less exposedto vulnerability with 

respect to housing conditions (three times less than in the case of non-receivers, 

or 2.75% vs. 7.78%). Bad clothing conditions and undernourishment are relatively 

higher among non RR households, whereas bad health conditionsand bad leisure 

conditions tend to be higher among RR households. This finding suggests that 

while remittances might contribute to higher consumption and improvement of 

living conditions, it is likely that the quality of life of family member left behind 

might worsen due to the physical absence of the family members abroad.  

Next, Figures5.2-5.4depict the vulnerability facets broken down by gender, age, 

ethnicity and geographical residency.  

In terms of gender differences with respect to vulnerability facets, Figure 

5-2shows that female-headed households who receive remittances demonstrate 

the lowest income poverty, at 1%, not only compared to their male counterparts, 

at 11%, but also compared to female-headed householdswho donot receive 

remittances. Except for the component of leisure consumption, female-headed 

households who receive remittances are better-off than their non-receiver 

counterparts across all vulnerability indicators. Their vulnerability status in terms 

of leisure may indicate that in spite of their better financial status due to 

remittances, migration of household’s male members has increased the work 

burden for the women left behind.  
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Figure 5-2. Facets of vulnerability, by gender 

 

Figure 5-3 revealshow the geographical differences (rural versus urban residence) 

shape the profile of the remittance-receiving households across all the chosen 

vulnerability indicators. First, Figure 5-3 shows that rural receivinghouseholds are 

better off than rural non-receivingones across all vulnerability indicators except 

for the health and leisure components which are consumed almost similarly. 

Second, remittance-receivinghouseholds residing in rural areas appear to be less 

vulnerable than those residing in urban areas in terms of risk of poverty, income 

poverty, bad housing, undernourishment and bad leisure but more vulnerable in 

terms of  health conditions. Higher vulnerability status reported by rural 

households might be due to scarce availability of health facilities in rural areas 

compared to urban areas.   
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Figure 5-3. Facets of vulnerability, by geography 

 
 

Facets of vulnerability by age groups (Figure 5-4) suggest that young-headed 

remittance-receiving households (younger than 30 years) have almost inexistent 

income poverty, bad housing or bad health risk compared to other age groups, 

but are at higher risk of poverty and bad leisure compared to other groups. 

Nevertheless, young-headed households make up less than three percent of the 

total sample. 
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Figure 5-4. Facets of vulnerability, by age 

 

 

5.1.3 Vulnerability index 
 

A composite effect of vulnerability facets is attained using the vulnerability index 

as shown in Table 5-3. The distribution of the vulnerability index using the ALSMS 

sample suggests that 32% of the households do not experience any of the 

vulnerability facets. Similarly, 32% of the sample experience only one of the 

facets of vulnerability, 20% at least two, and 8% report at least 3 while the rest 

that confirms to experience more than 3 facets of vulnerability are less than 6%. 
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Table 5-3. Distribution of the overall Vulnerability index for Albania 

Vulnerability index Frequency Percent Frequency Percent 

0 Low 
vulnerability 

 
 
 

  
 
 
 
 
 

High 
vulnerability 

2,127 32.17 239,504.46 33.48 

1 2,133 32.26 225,543.08 31.52 

2 1,343 20.31 138,956.57 19.42 

3 551 8.33 60,892.56 8.51 

4 321 4.86 35,876.46 5.01 

5 110 1.66 11,878.97 1.66 

6 25 0.38 2,666.64 0.37 

7 1 0.02 146.47643 0.02 

Sample   Un-weighted Weighted 

Source: Authors’ calculations. 

Figure 5-5 reports the vulnerability index by demographic characteristics. The 

statistics suggest that the percentage of the households who donot report any of 

the facetsof vulnerability is lower amongyoung-headed households, of Albanian 

ethnicity, male-headed and living in urban areas. The households who appear to 

experience one of the facets of vulnerability tend to be non-young, of Albanian 

ethnicity, female-headed and living in rural areas. Higher ladders of vulnerability 

show that more than threefacets of vulnerability are more likely to be 

experienced by non-young, non-Albanian ethnicity, male-headed households and 

households residing in rural areas. 
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Figure 5-5. Vulnerability index for Albania, by characteristics 

 

Source: Authors’ calculations. 

Note: Statistics are weighted. 

The comparison of the vulnerability index conditional on the remittance receipt 

status points out that theremittance-receiving group is less vulnerable than the 

non-receivers. In effect, as shown in Figure 5-5 (upper graph), 42% of RR 

households appear not to be affected by any of the vulnerability facets versus 

31% of the non-recipients. Similar patterns are also identified for higher rankings 

of vulnerability. Furthermore, Figure 5-5 (lower graph) indicates that the amount 

of remittances is negatively correlated with the degree of vulnerability, implying 

that the higher the amount of remittances, the lower the vulnerability index 

becomes.  
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5.2 Econometric analysis 

5.2.1. Albanian Living Standard Measurement Survey 

 

This study is based on extracted data from the Albanian Living Standard 

Measurement Survey, 2012 (ALSMS, 2012). The ALSMS, 2012 is a nationally 

representative sample survey conducted by the National Institute of Statistics 

(INSTAT) with technical assistance provided by the World Bank. This survey is a 

multi-purpose one, conducted on a sample of 6.671 households chosen randomly 

in two rounds of selection, similarly to the previous LSMS surveys, but the 

geographical representation has been extended to include 12 prefectures of 

Albania, by rural and urban strata rather than simply from the four regions. The 

survey provides information on living conditions and the poverty situation, 

population, demographics, as well as migration behaviour within selected 

households. The estimates of poverty trends made on this survey data indicate 

there has been an overall poverty increase due to the global financial crisis and 

the slowdown of economic growth which might have resulted in a shift of poverty 

from rural to urban areas.  

 

5.2.2 Instruments 

 

The endogeneity of remittances with respect to vulnerability has to be accounted 

through potential instruments that need to be uncorrelated with the latter but 

correlated with the former. Following the pertinent literature on migration and 

remittances (Section 3.3.1) and conditional on the data availability of ALSMS, 

2012, two instruments have been tested for the case of Albania: employment 

status of the migrant and number of migrants per household.3 

                                                           
3 ALSMS 2012 does not have information on the set of instrumental variables used in the 
Macedonian case (non-economic motive to migrate; duration of receiving remittances in 
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The first instrumental variable is a dummy variable capturing the employment 

status of any migrant who is part of the household, i.e. if he/she works or not at 

destination. It is reasonable to assume that working migrants are more likely to 

send remittances than those who do not work. On the other hand, the 

employment status of the migrant should not be correlated with the household 

vulnerability under the assumption that economic migrantsshould look for and 

find a job independently of the vulnerability status of the family left behind. In 

case of migration for other reasons (study, asylum or family reunification) that 

may lead the migrant to a non-employment status. On the other hand, this 

instrument may be arguably under the assumption that often people migrate to 

escape from poverty and economic vulnerability. Further discussion is need on 

the choice of instrumental variables, but this is left after consultation with the 

project leader. 

The second instrumental variable – the number of migrants per household – is 

tested under the most common assumption provided by the pertinent literature 

that it can proxy migration network. To check the validity of these two 

instruments, that is their exogeneity performance, we calculate some correlation 

statistics between the instrument and the vulnerability index as shown in Table 5-

4. The results indicate that both instruments are statistically uncorrelated with 

the vulnerability index.  

  

                                                                                                                                                                             

years; frequency of receiving remittances per year; percentage of receiving households 
in total households per region). 



145 

Table 5-4. Correlation coefficients between dependent variable and potential 
instruments (Albania) 

  Pairwise 
correlation 
coefficients 

Spearman’s rank 
correlation 
coefficients 

Kendall’s rank 
correlation 
coefficients 

Polychoric 
correlation 
coefficient 

Migrant is 
employed 

-0,0248 0,0072 0,0039 -0,0081 

Total of 
Migrants 

0,0056 0,0014 0,0009 0,0044 

Source: Authors’ calculations. * denotes statistical significance at the 5% level. 
 

In addition, the exogeneity of the chosen instrumental variables is checked by 

using them as independent variables in a regression where the vulnerability index 

stands as dependent variable. Table 5-5 shows the ordered probit results of the 

vulnerability index on the potential instruments – the employment status of the 

migrant and the number of migrants per household – and indicates that both are 

statistically insignificant to explain household vulnerability. 

Table 5-5. Ordered probit regression of the vulnerability index to potential 
instruments (Albania) 

 Ordered Probit 

 coef/t 
Employment status of Migrant 
(1=Employed) 

-0,019 

 (-0,358) 
Total of migrants in the household 0,012 

 (0,581) 
Number of observations 1 667 
Adjusted R2 0,000 
note:  *** p<0.01, ** p<0.05, * p<0.1 

 

Furthermore, the exogeneity of the instrumental variables is tested with respect 

to the absolute value of remittances. As Table 5-6 shows, both instruments are 

statistically significant in explaining remittances in their absolute value or their 

receipt event. Namely, the regression results say that a household is more likely 

to receive remittances when their migrant members are in employment as well as 

when the latter are more numerous per household.  
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Table 5-6. Estimates of remittances to potential instruments (Albania 

 Probit Remittances 
 coef/t coef/t 

Employment status of Migrant 
(1=Employed) 

2,081*** 4,129*** 

 (27,897) (52,386) 
Total of migrants in the household 0,196*** 0,184*** 

 (8,207) (7,642) 
Constant -2,387*** 0,042* 

 (-46,017) (1,803) 
Number of observations 6 611 6 611 
Adjusted R2 0,510 0,448 
note:  *** p<0.01, ** p<0.05, * p<0.1  
 

 

5.2.3 Regression results 

 

Baseline results are presented in Table 5-7 below. The first specification 

introduces the estimation results of vulnerability index and how explanatory 

variables affect the dependent variable, having as first equation the probability 

that the household receives remittances, while the second equation stands for 

vulnerability index regressed on the same variables and controlling for 

endogeneity of remittances. The second and third specifications are structured 

similarly to the first one with the difference that the second stage equation uses 

as dependent variable respectively the income vulnerability and non-income 

vulnerability aims to capture firstly the effect of relative poverty and secondly the 

effect of remaining (non-income) components. 

The estimation results of the first specification suggest that male-headed 

households are less likely to receive remittances than female-headed households. 

The positive and significant sign of the coefficient of marital status indicates that 

those who are married have a higher probability than non-married to receive 

remittances. The negative sign in the first order and the positive one 
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corresponding with the squared variable of household size suggests that its effect 

on remittances is U-shaped, that is going down with the increase of household 

size and then turning positive as the number of households becomes relatively 

large. Furthermore, the instrumental variable – employment status of migrant – is 

positive and significant, indicating that receiving remittances is more likely if the 

family member abroad is employed in the destination country. The vulnerability 

index equation shows that household’s vulnerability is lower if it receives 

remittances, its head is married, male of Albanian ethnicity, lives in urban areas 

and has a higher education level, as well as its size and dependency ratio is high. 

With respect to age, the younger households are less vulnerable, but while 

getting older the vulnerability raises.  
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Table 5-7. Baseline results for Albania Remittances as a dummy 

 Vulnerability Index - Remitting 
dummy 

Income Vulnerability - 
Remitting dummy 

Non-income Vulnerability - 
Remitting dummy 

 remit_dummy svindex remit_dummy poverty2 remit_dummy svindex_noinc 
 coef/t coef/t coef/t coef/t coef/t coef/t 

Age of the head 0,006 -0,035*** 0,007 -0,043*** 0,006 -0,035*** 
 (0,343) (-3,859) (0,374) (-2,759) (0,336) (-3,880) 
Age of the head squared 0,000 0,000** 0,000 0,000** 0,000 0,000** 
 (0,052) -2,534 (0,022) -2,389 (0,060) -2,431 
Gender of the head(1=male) -0,576*** -0,208*** -0,584*** -0,045 -0,575*** -0,229*** 
 (-3,991) (-2,771) (-4,030) (-0,333) (-3,990) (-2,996) 
Marital status (1=married) 0,623*** -0,142* 0,628*** -0,182 0,623*** -0,119 
 -4,061 (-1,854) -4,088 (-1,385) -4,061 (-1,545) 
Ethnicity (1=Albanian) -0,216 -0,440** -0,231 -0,680*** -0,214 -0,412** 
 (-0,802) (-2,566) (-0,862) (-4,115) (-0,793) (-2,380) 
Education of the head 
(0=none, 1=primary, 
2=secondary, 3=tertiary) 

-0,080 -0,277*** -0,083 -0,246*** -0,079 -0,269*** 

 (-1,514) (-11,336) (-1,583) (-6,023) (-1,510) (-10,930) 

Number of hh members -0,256*** 0,164*** -0,257*** 0,646*** -0,256*** 0,116*** 
 (-4,141) -3,789 (-4,224) -9,996 (-4,152) -2,854 
Number of hh members 
squared 

0,019*** 0,005 0,018*** -0,025*** 0,019*** 0,006 

 -3,483 -1,114 -3,544 (-4,245) -3,494 -1,391 
Dependency ratio -0,094 0,595*** -0,097 0,153 -0,095 0,610*** 
 (-0,705) -9,346 (-0,734) -1,334 (-0,713) -9,632 

Geography (1=urban) -0,015 -0,123*** -0,016 0,071 -0,015 -0,143*** 
 (-0,191) (-3,615) (-0,210) -1,241 (-0,194) (-4,202) 
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Employment status of 
Migrant (1=Employed) 

2,287***  2,285***  2,287***  

 -27,922  -27,828  -27,920  
Remittances (1=the 
household receives 
remittances) 

 -0,268***  -0,507***  -0,269*** 

  (-2,726)  (-2,632)  (-2,817) 
_cons -1,678***  -1,660***  -1,676***  
 (-2,891)  (-2,888)  (-2,890)  
/atanhrho_12 0,024  0,166  0,018  
 (0,357)  -1,458  (0,288)  
Nr. obs. 6,611  6,612  6611  
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Similar patterns of vulnerability and correlates with explanatory variables are 

observed for other specifications of vulnerability confirming the determining and 

negative effect of remittances on vulnerability index, relative poverty and non-

income components.  

The marginal effects presented in the following Table 5-8 indicate the effect of 

remittances ondifferent levels of vulnerability. Households which receive 

remittances have a 10% higher probability to report no vulnerability, pointing out 

the role of remittances in amortizing the risk of poverty and vulnerability, and 

consequently being a valve of social protection. Furthermore, as the level of 

vulnerability goes up, it is less likely to have households that report to receive 

remittances and for the highest level of vulnerability, no significant effect is found 

for remittances receivers. 
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Table 5-8. Marginal effects: total vulnerability index – Albania 
   
 Vulnerability strength  
 0 1 2 3 4 5 6 
 No vulnerability                                                                                                    Very high vulnerability 
Age of the head 0.0123*** 0,000344 -0.0052*** -0.0038*** -0.0026*** -0.00084*** -0.00016*** 
 -0,00327 -0,00022 -0,00141 -0,00103 -0,00073 -0,00024 -5,63E-05 
Age squared -7.31e-05** -2,04E-06 3.13e-05** 2.26e-05** 1.54e-05** 4.96e-06** 9.21e-07** 
 -3,00E-05 -1,47E-06 -1,29E-05 -9,35E-06 -6,50E-06 -2,09E-06 -4,39E-07 
Gender (1=male) 0.0715*** 0,00735 -0.0301*** -0.0240*** -0.0175** -0.00601** -0.00120** 
 -0,0242 -0,00457 -0,01 -0,00886 -0,00688 -0,00257 -0,00061 
Marital status (1=married) 0.0431* 0,00298 -0.0183* -0,014 -0,00985 -0,00329 -0,00064 
 -0,0257 -0,00298 -0,0108 -0,00875 -0,00642 -0,00224 -0,00047 
Ethnicity (1=Albanian) 0.136*** 0,0319 -0.0537*** -0.0518** -0.0422** -0.0163* -0,00369 
 -0,0442 -0,022 -0,0143 -0,0206 -0,0199 -0,00926 -0,00269 
Education of the head (Primary level) -0.141*** -0.00372* 0.0597*** 0.0434*** 0.0299*** 0.00980*** 0.00187*** 
 -0,0121 -0,00218 -0,00554 -0,00419 -0,00305 -0,00138 -0,00051 
Number of hh members -0.0566*** -0,00158 0.0242*** 0.0175*** 0.0119*** 0.00383*** 0.000712*** 
 -0,0149 -0,001 -0,00641 -0,00469 -0,00331 -0,00109 -0,00027 
Number of hh members squared -0,00192 -5,35E-05 0,000821 0,000593 0,000404 0,00013 2,42E-05 
 -0,00156 -5,22E-05 -0,00067 -0,00049 -0,00033 -0,00011 -2,02E-05 
Dependency ratio -0.211*** -0.00587* 0.0901*** 0.0651*** 0.0443*** 0.0143*** 0.00265*** 
 -0,0226 -0,00337 -0,0102 -0,00762 -0,00556 -0,0021 -0,00075 
Geography (1=urban) 0.0427*** 0.00153* -0.0182*** -0.0133*** -0.0091*** -0.00297*** -0.000557** 
 -0,012 -0,00083 -0,00517 -0,0038 -0,00261 -0,00092 -0,00022 
Remittances (1=the household receives) 0.109*** -0,00842 -0.0463*** -0.0293*** -0.0183*** -0.00544*** -0.00093*** 
 -0,0342 -0,00607 -0,0144 -0,00809 -0,00475 -0,00141 -0,00032 
Observations 6 611 6 611 6 611 6 611 6 611 6 611 6 611 
Robust standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1 
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Table 5-9. Marginal effects: Non-Income vulnerability index – Albania 

 Vulnerability strength  
 0 1 2 3 4 5 6 
 No vulnerability                                                                                   Very high vulnerability 
Age of the head 0.0123*** -0,00031 -0.0066*** -0.0039*** -0.0011*** -0.00019*** -7,64E-06 
 -0,00324 -0,00021 -0,00176 -0,00108 -0,00032 -6,59E-05 -8,92E-06 
Age squared -6.95e-05** 1,76E-06 3.75e-05** 2.25e-05** 6.55e-06** 1.06e-06** 4,32E-08 
 -2,98E-05 -1,31E-06 -1,62E-05 -9,83E-06 -2,85E-06 -5,14E-07 -5,25E-08 
Gender (1=male) 0.0788*** 0,00478 -0.0433*** -0.0293*** -0.00929** -0.00163** -7,37E-05 
 -0,0246 -0,00403 -0,0138 -0,0105 -0,00367 -0,00078 -8,90E-05 
Marital status (1=married) 0,0356 0,000341 -0,0194 -0,0122 -0,00368 -0,00061 -2,61E-05 
 -0,0264 -0,00136 -0,0145 -0,00961 -0,00301 -0,00054 -3,70E-05 

Ethnicity (1=Albanian) 0.130*** 0,023 -0.0716*** -0.0570** -0.0202* -0,00397 -0,00021 
 -0,0464 -0,0201 -0,0248 -0,0272 -0,0117 -0,00298 -0,00026 
Education of the head (Primary level) -0.139*** 0,00363 0.0742*** 0.0451*** 0.0133*** 0.00221*** 9,40E-05 
 -0,0122 -0,00227 -0,00684 -0,00432 -0,0017 -0,00058 -0,00011 
Number of hh members -0.0399*** 0,00101 0.0216*** 0.0130*** 0.00377*** 0.000608** 2,48E-05 
 -0,0142 -0,00072 -0,00767 -0,0047 -0,00137 -0,00027 -2,97E-05 
Number of hh members squared -0,0022 5,59E-05 0,00119 0,000715 0,000208 3,35E-05 1,37E-06 
 -0,00145 -5,24E-05 -0,00079 -0,00047 -0,00014 -2,30E-05 -1,82E-06 
Dependency ratio -0.218*** 0,00553 0.118*** 0.0707*** 0.0205*** 0.00332*** 0,000136 
 -0,0227 -0,00358 -0,0128 -0,00812 -0,00272 -0,00089 -0,00016 
Geography (1=urban) 0.0499*** -0,00079 -0.0270*** -0.0165*** -0.0049*** -0.00079*** -3,29E-05 
 -0,012 -0,00082 -0,00658 -0,00403 -0,00128 -0,00028 -3,88E-05 
Remittances (1=the household receives) 0.110*** -0.0147* -0.0567*** -0.0295*** -0.0078*** -0.00115*** -4,26E-05 
 -0,0352 -0,00828 -0,0173 -0,0079 -0,00201 -0,00039 -5,09E-05 
Observations 6 611 6 611 6 611 6 611 6 611 6 611 6 611 
Robust standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1 
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The marginal effects presented in Table 5-9 suggest that similarly to theoverall 

vulnerability index, the households who receive remittances tend to have even 

higher probability to report no non-income vulnerability, at 11%, pointing out the 

role of remittances with respect to non-income vulnerability. The effect of 

remittances gets lower and vanishes respectively for higher levels and the highest 

level of non-income vulnerability. Such findings indicate that not only remittances 

affect poverty by smoothing everyday consumption, but their positive effect is 

extended also towards other non-income facets of vulnerability, such as health, 

housing and leisure.  

 

5.2.4 Sensitivity analysis: Discussion 

5.2.4.1 Alternative measures of remittances 

 

The next approach to analyzing the effect of remittances on vulnerability consists 

in investigating the effect of the amount of remittances on our variables of 

interest. The results presentedin Table 5-10 provide evidence that the amount of 

remittances matters and its positive effect is confirmed not only for the overall 

vulnerability index, but also for income and non-income vulnerability, separately. 

Particularly, one percent increase in remittances leads to a reduction of the risk 

of poverty and non-income poverty by 6.3% and 3.5%, respectively. 

Further specifications, such as share of remittances to consumption, Table 5-11, 

confirms the previous results, which imply that remittances smooth consumption 

and, particularly, the risk of income poverty by 8.5%, the non-income 

vulnerability by 5% and the overall vulnerability by 5.9%. The effect of the other 

determinants is reaffirmed. 
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Table 5-10. Baseline results for Albania, Remittances as an amount 

 
 Vulnerability Index - Remittances Income Vulnerability - 

Remittances 

Non-income Vulnerability - 
Remittances 

 ln_remit svindex ln_remit poverty2 ln_remit svindex_noinc 
 coef/t coef/t coef/t coef/t coef/t coef/t 
Age of the head -0,004 -0,035*** -0,004 -0,043*** -0,004 -0,035*** 
 (-0,324) (-3,829) (-0,324) (-2,750) (-0,324) (-3,848) 
Age of the head squared 0,000 0,000** 0,000 0,000** 0,000 0,000** 

 (0,199) -2,503 (0,199) -2,376 (0,199) -2,399 
Gender of the head(1=male) -0,455*** -0,212*** -0,455*** -0,050 -0,455*** -0,232*** 
 (-2,993) (-2,826) (-2,993) (-0,369) (-2,993) (-3,044) 
Marital status (1=married) 0,425*** -0,139* 0,425*** -0,178 0,425*** -0,116 
 -3,213 (-1,822) -3,213 (-1,353) -3,213 (-1,507) 
Ethnicity (1=Albanian) -0,134 -0,440** -0,134 -0,683*** -0,134 -0,412** 
 (-0,679) (-2,563) (-0,679) (-4,133) (-0,679) (-2,377) 
Education of the head (0=none, 
1=primary, 2=secondary, 
3=tertiary) 

-0,040 -0,277*** -0,040 -0,247*** -0,040 -0,269*** 

 (-1,179) (-11,358) (-1,179) (-6,039) (-1,179) (-10,946) 
Number of hh members -0,210*** 0,160*** -0,210*** 0,645*** -0,210*** 0,113*** 
 (-3,875) -3,703 (-3,875) -9,968 (-3,875) -2,759 
Number of hh members squared 0,016*** 0,005 0,016*** -0,025*** 0,016*** 0,006 
 -3,166 -1,155 -3,166 (-4,229) -3,166 -1,434 
Dependency ratio 0,056 0,598*** 0,056 0,153 0,056 0,613*** 
 (0,550) -9,386 (0,550) -1,338 (0,550) -9,668 
Geography (1=urban) -0,045 -0,125*** -0,045 0,070 -0,045 -0,144*** 
 (-0,903) (-3,657) (-0,903) -1,227 (-0,903) (-4,243) 
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Employment status of Migrant 
(1=Employed) 

4,458***  4,458***  4,458***  

 -26,248  -26,248  -26,248  
Remittances (Log of the amount 
received) 

 -0,035***  -0,063***  -0,035*** 

  (-3,265)  (-2,644)  (-3,205) 
_cons 1,007***  1,007*** -0,874* 1,007***  
 -2,666  -2,666 (-1,855) -2,666  
/lnsig_1 0,523***  0,523***  0,523***  
 -25,220  -25,220  -25,220  
/atanhrho_12 0,013  0,051  0,011  
 (0,590)  -1,140  (0,476)  
Number of observations 6 611 6 611 6 611 
note:  *** p<0.01, ** p<0.05, * p<0.1      



156 

Table 5-11. Baseline results for Albania:  Remittances as a share in consumption 

 Vulnerability Index - Share 
of Remittances 

Income Vulnerability - Share of 
Remittances 

Non-income 
Vulnerability - Share of 

Remittances 
 sh_remit svindex sh_remit poverty2 sh_remit svindex_noi

nc 
 coef/t coef/t coef/t coef/t coef/t coef/t 
Age of the head -0,001 -0,035*** -0,001 -0,043*** -0,001 -0,035*** 
 (-0,357) (-3,826) (-0,357) (-2,779) (-0,357) (-3,842) 
Age of the head squared 0,000 0,000** 0,000 0,000** 0,000 0,000** 
 (0,093) -2,492 (0,093) -2,388 (0,093) -2,386 
Gender of the head(1=male) -0,062** -0,225*** -0,062** -0,077 -0,062** -0,245*** 
 (-2,532) (-2,937) (-2,532) (-0,569) (-2,532) (-3,146) 
Marital status (1=married) 0,063*** -0,123 0,063*** -0,148 0,063*** -0,099 
 -3,137 (-1,580) -3,137 (-1,116) -3,137 (-1,271) 
Ethnicity (1=Albanian) -0,012 -0,439** -0,012 -0,678*** -0,012 -0,412** 
 (-0,599) (-2,559) (-0,599) (-4,108) (-0,599) (-2,373) 
Education of the head 
(0=none, 1=primary, 
2=secondary, 3=tertiary) 

-0,001 -0,275*** -0,001 -0,244*** -0,001 -0,267*** 

 (-0,376) (-11,349) (-0,376) (-6,079) (-0,376) (-10,919) 
Number of hh members -0,017*** 0,159*** -0,017*** 0,634*** -0,017*** 0,111*** 
 (-3,135) -3,669 (-3,135) -9,692 (-3,135) -2,729 
Number of hh members 
squared 

0,001*** 0,005 0,001*** -0,025*** 0,001*** 0,006 

 -2,685 -1,163 -2,685 (-4,181) -2,685 -1,441 
Dependency ratio 0,006 0,596*** 0,006 0,155 0,006 0,611*** 
 (0,448) -9,363 (0,448) -1,366 (0,448) -9,645 
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Geography (1=urban) -0,012** -0,129*** -0,012** 0,062 -0,012** -0,148*** 
 (-2,010) (-3,768) (-2,010) -1,079 (-2,010) (-4,352) 
Employment status of 
Migrant (1=Employed) 

0,307***  0,307***  0,307***  

 -14,743  -14,743  -14,743  
Remittances (Share in 
consumption) 

 -0,498***  -0,852***  -0,501*** 

  (-3,192)  (-2,594)  (-3,134) 
_cons 0,092*  0,092* -0,831* 0,092*  
 -1,907  -1,907 (-1,774) -1,907  
/lnsig_1 -1,666***  -1,666***  -1,666***  
 (-28,788)  (-28,788)  (-28,788)  
/atanhrho_12 0,089***  0,155**  0,088***  
 -2,753  -2,214  -2,644  
Nr. of observations note:  *** 
p<0.01, ** p<0.05, * p<0.1 

6 611 6 611 6611 
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5.2.4.2 Relaxing the assumption of strictly exogenous instruments 

 

In Table 5-12, we provide estimates of the IV regression whereby both first- and 

second-stage regression are OLS. The estimation results in Table 5-12 are close to 

the ones attained in Table 5-7, except for the education variable which in OLS 

estimates with instrumental variables turns to be positive and significant, as well 

as the larger effect of instrumental variable coefficient. In other words, the IV 

regression estimates suggest that the employment status of the migration is not 

weakly correlated with the explanatory variable and is hence relevant. 
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Table 5-12. OLS regression with instrumental variables - Albania 

 First-stage 
regression: 

ln_remit 

Vulnerability - 
Remitting 
dummy 

 coef/t coef/t 
Age of the head -0,002 -0,027*** 

 (-0,150) (-3,747) 
Age of the head squared -0,000 0,000** 

 (-0,052) (2,046) 
Gender of the head(1=male) -0,466*** -0,218*** 

 (-4,682) (-3,203) 
Marital status (1=married) 0,422*** -0,220*** 

 (4,267) (-3,245) 
Ethnicity (1=Albanian) 0,054 -0,359*** 

 (0,358) (-3,530) 
primary 0,103** 0,403*** 

 (2,350) (13,551) 
Number of hh members -0,253*** 0,134*** 

 (-4,945) (3,824) 
Number of hh members squared 0,020*** 0,012*** 

 (3,782) (3,368) 
Dependency ratio 0,011 0,619*** 

 (0,140) (11,375) 
Geography (1=urban) 0,018 -0,132*** 

 (0,415) (-4,437) 
Employment status of Migrant 
(1=Employed) 

4,360***  

 (65,548)  
Remittances (Log of the amount received)  -0,037*** 

  (-3,529) 
Constant 0,746** 1,965*** 

 (2,168) (8,412) 
Number of observations 6 611 6 611 

Adjusted R2 0,448 0,164 
note:  *** p<0.01, ** p<0.05, * p<0.1 

 

In accordance with the Conley et al. (2012) method, next we allow for a negative 

direct link between employment status of the migrant and the vulnerability index 

as we presume that emigrants originating from more vulnerable households are 

more likely to be unemployed. By using the arbitrary span/magnitude of the 

supposed direct influence of between 0% and -35%, we estimate the significance 
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of remittances to vulnerability as in Table 5-13. As expected, for a zero 

percentage of direct influence (which is the assumption in Table 5-12), we get the 

value as the coefficient on the remittances presented in Table 5-12. Then, for 

increasing direct influence between the plausibly exogenous instrument and the 

dependent variable, the remittances’ effect on vulnerability keeps to be 

significant, but slightly decreasing in magnitude as we allow for larger influence of 

instrumental variable on vulnerability. In effect, the statistical significance is 

preserved up to the -12th percent of allowed influence of the IV to the 

vulnerability index.  
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Table 5-13. Significance of remittances for vulnerability under the assumption of non-
strong exogenous instrument - Albania 

Allowed 
percentag
e of direct 
influence 

Coefficient 
on 

remittance
s 

Confidence 
Interval 

Allowed 
percentag
e of direct 
influence 

Coefficient 
on 

remittance
s 

Confidence 
Interval 

0 -0.037 
[-.05392893   
 -.01917236] 

18 -0.016 
[-.0458622    
.01404058] 

1 -0.035 
[-.05283504    
-.01797294] 

19 -0.015 
[-.04582929   
.01630098] 

2 -0.034 
[-.05184572   
 -.01666894] 

20 -0.014 
[-.0458149    
.01857991] 

3 -0.033 
[-.05095822   
 -.01526313] 

21 -0.012 
[-.04581714   
.02087547] 

4 -0.032 
[-.05016818   
 -.01375985] 

22 -0.011 
[-.04583436   
.02318601] 

5 -0.031 
[-.04947001   
 -.0121647] 

23 -0.010 
[-.0458651    
.02551005] 

6 -0.030 
[-.04885728    
-.01048412] 

24 -0.009 
[-.04590804   
.02784632] 

7 -0.029 
[-.04832307    
-.00872501] 

25 -0.008 
[-.04596206   
.03019365] 

8 -0.027 
[-.04786035   
 -.00689442] 

26 -0.007 
[-.04602614   
.03255104] 

9 -0.026 
[-.04746219   
 -.00499926] 

27 -0.006 
[-.04609937   
.03491759] 

10 -0.025 
[-.04712203  

  -.00304611] 
28 -0.004 

[-.04618095   
.03729249] 

11 -0.024 
[-.04683374  

  -.00104108] 
29 -0.003 

[-.04627017   
.03967502] 

12 -0.023 
[-.04659171   

.0010102] 
30 -0.002 

[-.04636638   
.04206455] 

13 -0.022 
[-.04639085   
.00310266] 

31 -0.001 
[-.04646902   

.0444605] 

14 -0.020 
[-.04622665   
.00523177] 

32 0.000 
[-.04657756   
.04686236] 

15 -0.019 
[-.04609504   
.00739348] 

33 0.001 
[-.04669154   
.04926966] 

16 -0.018 
[-.04599247   
.00958422] 

34 0.002 
[-.04681055   
.05168198] 

17 -0.017 
[-.04591578   
.01180085] 

35 0.004 
[-.04693421   
.05409895] 

Source: Authors’ calculations 
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5.2.4.3 Alternative compositions of the vulnerability index 

 

So far, we have constructed thevulnerability index by assigning equal weight to all 

composite indicators. Next, we make some further robustness tests by assigning 

different weighting to components of the vulnerability index in the following way: 

first, double weight to the income vulnerability (poverty); second, double weight 

to both income and unemployment; finally, double weight to the non-income 

components. Based on these new weighting factors, equations (3.2) and (3.3) are 

re-estimated and their results are given in Table 5-14. Most of the results 

previously obtained are replicated and the effect of remittances on vulnerability 

index is still significantly negative.  

 

5.2.4.4 Sensitivity analysis to the construction of consumption 

 

The negative effect of remittances on vulnerability keeps to be significant also 

when consumption per capita is calculated based on OECD adult equivalent scale 

(Table 5-15) or poverty component is constructed relative to regional poverty 

rates (Table 5-16). 
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Table 5-14. Sensitivity analysis for Albania: Different weighting of the index 

 Double weight on poverty 
- Remitting dummy 

Double weight on poverty 
and unemployment - 

Remitting dummy 

Double weight on non-
income vulnerability 
indicators - Remitting 

dummy 
 remit_dum svindex_1 remit_dum svindex_2 remit_dum svindex_3 
 coef/t coef/t coef/t coef/t coef/t coef/t 
Age of the head 0,007 -0,034*** 0,008 -0,040*** 0,007 -0,029*** 
 (0,382) (-3,727) (0,405) (-4,318) (0,368) (-3,034) 
Age of the head squared 0,000 0,000** -0,000 0,000** 0,000 0,000** 
 (0,016) -2,460 (-0,013) -2,517 (0,033) -2,153 
Gender of the head(1=male) -0,575*** -0,198*** -0,576*** -0,208*** -0,574*** -0,198*** 

 (-3,993) (-2,688) (-3,995) (-2,830) (-3,992) (-2,683) 
Marital status (1=married) 0,628*** -0,132* 0,631*** -0,103 0,626*** -0,139* 
 -4,092 (-1,756) -4,096 (-1,382) -4,093 (-1,842) 
Ethnicity (1=Albanian) -0,222 -0,437*** -0,225 -0,456*** -0,218 -0,391** 
 (-0,831) (-2,662) (-0,845) (-2,861) (-0,817) (-2,323) 
primary 0,115 0,398*** 0,115 0,359*** 0,115 0,409*** 
 -1,503 -11,508 -1,498 -10,493 -1,504 -12,019 
Number of hh members -0,257*** 0,181*** -0,256*** 0,246*** -0,257*** 0,092** 
 (-4,154) -4,203 (-4,134) -5,751 (-4,175) -2,291 
Number of hh members 
squared 

0,019*** 0,005 0,019*** 0,000 0,019*** 0,009** 

 -3,495 -1,042 -3,473 (0,007) -3,515 -2,067 
Dependency ratio -0,096 0,576*** -0,093 0,702*** -0,098 0,487*** 
 (-0,724) -9,031 (-0,697) -11,105 (-0,744) -7,655 
Geography (1=urban) -0,016 -0,112*** -0,015 -0,084** -0,016 -0,143*** 
 (-0,204) (-3,281) (-0,192) (-2,481) (-0,212) (-4,284) 
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Employment status of 
Migrant (1=Employed) 

2,286***  2,286***  2,286***  

 -27,884  -27,875  -27,882  
Remittances (1=the 
household receives remit) 

 -0,267***  -0,279***  -0,260*** 

  (-2,691)  (-2,681)  (-2,786) 
_cons -1,881***  -1,894***  -1,875***  
 (-3,285)  (-3,282)  (-3,287)  
/atanhrho_12 0,027  0,041  0,016  
 (0,391)  (0,531)  (0,255)  
Nr. obs 6611  6611  6611  
note:  *** p<0.01, ** p<0.05, * p<0.1    
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Table 5-15. Sensitivity analysis, Albania: Consumption weighted with the household composition 

 Vulnerability Index - 
Remitting dummy 

Income Vulnerability - 
Remitting dummy 

Non-income Vulnerability - 
Remitting dummy 

 remit_dummy svindex_w remit_dummy poverty3 remit_dummy svindex_noinc 
 coef/t coef/t coef/t coef/t coef/t coef/t 
Age of the head 0,007 -0,031*** 0,006 -0,021 0,007 -0,034*** 
 (0,367) (-3,341) (0,334) (-1,066) (0,375) (-3,794) 
Age of the head squared 0,000 0,000** 0,000 0,000 0,000 0,000** 
 (0,036) -2,200 (0,071) -1,006 (0,024) -2,333 
Gender of the head(1=male) -0,575*** -0,190** -0,582*** -0,001 -0,575*** -0,228*** 
 (-3,995) (-2,485) (-4,022) (-0,007) (-3,991) (-3,004) 
Marital status (1=married) 0,626*** -0,183** 0,631*** -0,126 0,627*** -0,103 
 -4,088 (-2,315) -4,123 (-0,701) -4,094 (-1,353) 
Ethnicity (1=Albanian) -0,218 -0,401** -0,226 -0,444** -0,219 -0,406** 
 (-0,815) (-2,412) (-0,852) (-2,264) (-0,821) (-2,421) 
primary 0,115 0,410*** 0,114 0,380*** 0,115 0,388*** 
 -1,501 -11,960 -1,487 -6,615 -1,501 -11,306 
Number of hh members -0,257*** 0,250*** -0,257*** 1,333*** -0,257*** 0,113*** 
 (-4,164) -4,871 (-4,206) -11,330 (-4,170) -2,842 
Number of hh members 
squared 

0,019*** 0,004 0,019*** -0,052*** 0,019*** 0,006 

 -3,509 (0,680) -3,543 (-4,585) -3,511 -1,498 
Dependency ratio -0,099 0,591*** -0,102 -0,254* -0,097 0,606*** 
 (-0,747) -9,232 (-0,771) (-1,940) (-0,734) -9,576 
Geography (1=urban) -0,017 -0,112*** -0,020 0,119** -0,016 -0,139*** 
 (-0,217) (-3,301) (-0,263) -2,072 (-0,207) (-4,119) 
Employment status of Migrant 
(1=Employed) 

2,286***  2,286***  2,286***  
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 -27,863  -27,903  -27,882  
Remittances (1=the household 
receives remittances) 

 -0,250**  -0,474**  -0,274*** 

  (-2,565)  (-2,136)  (-2,890) 

_cons -1,875***  -1,844***  -1,879***  
 (-3,287)  (-3,263)  (-3,284)  
/atanhrho_12 0,015  0,094  0,020  
 (0,222)  (0,699)  (0,316)  
Nr. observations 6 611 6 611 6 611 
note:  *** p<0.01, ** p<0.05, * p<0.1      
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Table 5-16. Sensitivity analysis, Albania: Regional poverty 

 Vulnerability Index - 
Remitting dummy 

Income Vulnerability - 
Remitting dummy 

Non-income Vulnerability - 
Remitting dummy 

 remit_dummy svindex_r remit_dummy poverty4 remit_dummy svindex_noinc 
 coef/t coef/t coef/t coef/t coef/t coef/t 
Age of the head 0,007 -0,037*** 0,007 -0,050*** 0,007 -0,034*** 
 (0,370) (-4,057) (0,371) (-3,471) (0,375) (-3,794) 
Age of the head squared 0,000 0,000*** 0,000 0,000*** 0,000 0,000** 

 (0,031) -2,662 (0,031) -2,856 (0,024) -2,333 
Gender of the 
head(1=male) 

-0,575*** -0,202*** -0,580*** -0,001 -0,575*** -0,228*** 

 (-3,993) (-2,720) (-4,010) (-0,006) (-3,991) (-3,004) 
Marital status 
(1=married) 

0,627*** -0,119 0,631*** -0,146 0,627*** -0,103 

 -4,090 (-1,576) -4,117 (-1,158) -4,094 (-1,353) 
Ethnicity (1=Albanian) -0,218 -0,418** -0,224 -0,521*** -0,219 -0,406** 
 (-0,817) (-2,534) (-0,840) (-3,158) (-0,821) (-2,421) 
primary 0,115 0,391*** 0,115 0,312*** 0,115 0,388*** 
 -1,501 -11,313 -1,505 -5,406 -1,501 -11,306 
Number of hh members -0,257*** 0,159*** -0,258*** 0,604*** -0,257*** 0,113*** 

 (-4,169) -3,792 (-4,229) -10,233 (-4,170) -2,842 
Number of hh members 
squared 

0,019*** 0,006 0,019*** -0,021*** 0,019*** 0,006 

 -3,513 -1,279 -3,568 (-4,013) -3,511 -1,498 
Dependency ratio -0,098 0,594*** -0,101 0,206* -0,097 0,606*** 
 (-0,739) -9,303 (-0,770) -1,789 (-0,734) -9,576 
Geography (1=urban) -0,016 -0,067** -0,017 0,395*** -0,016 -0,139*** 
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 (-0,207) (-1,975) (-0,230) -6,694 (-0,207) (-4,119) 
Employment status of 
Migrant (1=Employed) 

2,286***  2,285***  2,286***  

 -27,878  -27,866  -27,882  
Remittances (1=the 
household receives 
remittances) 

 -0,263***  -0,468**  -0,274*** 

  (-2,681)  (-2,405)  (-2,890) 
_cons -1,877***  -1,864***  -1,879***  
 (-3,284)  (-3,292)  (-3,284)  
/atanhrho_12 0,018  0,095  0,020  
 (0,254)  (0,821)  (0,316)  
Nr.observations 6 611 6 611 6 611 
note:  *** p<0.01, ** p<0.05, * p<0.1      
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5.3. Qualitative analysis 

 

This section analyses the interviews for Albania and offers insights and 

understanding of the real-life experiences of remittance-receiving households. 

This analysis is done with the purpose of providing a detailed view about 1) the 

causes and reasons of migration, the relationship between origin families and 

migrants, 2) the importance of remittances for the improvement of socio-

economic situation of the families left behind by considering several aspects such 

as living conditions, nutrition, clothing, education, health. This analysis is 

concluded with an illustration of the attitudes, open ideas of the interviewees 

regarding the migration phenomenon.  

 

5.3.1. Reasons to emigrate 

 

Most of the remitters were sons to the interviewed (8); 5 interviewees reported 

to receive remittances from their husbands and the rest from brothers. Only in 

one case, it was reported that the remittances were sent by migrated parents 

while two of the interviewees reported to receive remittances from multiple 

sources. It is interesting to note here that the interviewees mentioned cases of 

recent migration to Germany, but without financial contribution to the 

household.  

The majority of the migrants have emigrated after 1997, a year that coincides 

with the second wave of massive Albanian emigration following the collapse of 

financial pyramid schemes. The data analysis indicates that the main destination 

countries of the migrants are Greece and Italy; in sporadic cases also other EU 

countries such as the UK, Finland or the USA. There were few cases where the 

interviewees affirmed the recent migration of their children to Germany as a 

consequence of the difficult economic situation their families were undergoing.  
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When asked about reasons to migrate, the interviewees unanimously and 

decidedly affirmed that migration is the only way of survival. One of them says: 

“They migrated because it’s a hard time. They had no job here, my salary wasn’t 

sufficient to cover their needs. I couldn’t do more.” (Interview 18) 

Another interviewee said: 

“Since we got married 12 years ago, my husband has been going to and returning 

from Greece. The money he earns there is the only income we can spend, the land 

doesn’t generate income as the water is too far ….” (Interview 15)    

Another one said that: 

“There have been eight years that my father has been regularly working in Italy. 

He emigrated for better economic prospects” (Interview 16) 

Unemployment appears to be another important reason for migration. As one of 

the interviewees answered when asked about the reasons to migrate: 

“My son is a hydraulic worker. He couldn’t find a decent job here. He migrated to 

Finland as I have a cousin there that helped him” (Interview 11) 

Most of the parents interviewed confirmed that migration was the only way to 

escape from poverty their sons could find. What emerges from their interviews 

was also that migration of elderly children spurred further migration in the 

Albanian families, especially in those families with sons.  

“They left for Italy. He left Albania since he was 16. The other son is working 

abroad for more than 8 years. What to do here … they are all well settled now 

together. The reason: poor economic status” (Interview 4) 

The following interview reveals a clearer view as regards the accomplished or 

unaccomplished dreams of Albanian people who migrated at a very young age: 

 “They left together 15-20 years ago. They migrated to Greece until they made the 

money and set up their own business” (Interview 20)  
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Some of the interviewees claim that migration is a transitory form of improving 

the living conditions. Among the interviewees there were those who have 

migrated for a couple of years and have chosen to return to educate their 

children in Albania. As one of them says: 

“Emigration? It all depends on poverty … We spent 15 years in migration. At the 

moment of migration, one simply plans to stay one or two years, just to make 

some money and come back … but years go by so fast and you forget what 

initially intended. Now we spend most of the time in Albania and my daughters 

are enrolled in private schools here…”  (Interview 3) 

Or 

“Yes, we returned from Greece for economic reasons” (Interview 20) 

Permanent migration is another facet of Albanian migration. In effect, as it is 

evident from some interviews, Albanian migrants have created their own families 

in the foreign countries they reside.  

“He left for the UK so young, he married there a British woman and they have 2 

children now”, (interview 10) 

Although the migration decision of family members was unanimously considered 

a rational decision as it was mainly driven by economic reasons, a kind of sadness 

and sorrow for the absence of the migrant was present in almost all the 

interviews.  

“One of my sons left for Greece about twenty years ago. I haven’t seen him since 

then and I don’t know how he does there …“ (Interview 12) 

Nevertheless this testimony, an overall belief prevailed among the interviewees 

that technological progress has contributed a lot to improving the communication 

with migrants abroad.  

“In the beginning, when my brothers left home, my family didn’t have a 

telephone, we had to go up to Peqin (a small town 30 km from Elbasan) to talk by 
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phone. Later on, my brothers send us a telephone. Nowadays, technological 

progress has enabled us to use skype, what’s up, and so on”. (Interview 19)  

The fact that many of the family members migrated years ago, as well as the 

infrequency of visiting their families in Albania had negative consequences on the 

strength of the relationship. Indeed, it was sad to often hear the interviewees 

that they insist on communicating with their family members abroad for not 

losing contacts. Moreover, some of them appraised skype communication as the 

best form to maintain contacts with their migrant relatives. 

“When I was a child, I used to see my brother as a stranger, didn’t know who he 

was. Maybe my parents did talk about him, but I couldn’t remember him. Even 

now, we still keep this relation. We talk on skype but our relation is still 

unchanged. My parents talk with him every day because he has a child already 

and they are so excited with him. I talk with him only on weekends as during the 

week I don’t have time …” (Interview 9) 

All the interviewees confirm to receive remittances from their migrant relatives. 

As regards to the amount and the frequency of remittance receipt, while 9 of 

them reported to receive a considerable amount of remittances on a monthly 

basis, the rest of them appeared to receive remittances upon the family needs 

and the transfer possibilities. The amount of their remittances ranged from 200-

300 EURO to 10000-12000 EURO whose transfer was mainly by bank or physical. 

As one the interviewees expressed: 

“My sons remit 200$ per month. Each 100$, we need this money for covering ever 

day expenses. They send it by Western Union”. (Interview 4) 

Another one said: 

“Up to 500£ sent once per 3-4 months by Western Union. Each has his own 

problems…”  (Interview 5) 

There are cases when all ways of transfer are used: 
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“We have done a rough calculation. The money he sent us sum up 10-12000$. By 

physical transfer, banks or Western Union.” (Interview 7) 

Or cases of mistrust in physical transfer of money due to a previous negative 

experience… 

“Only by Western Union, not by acquaintances anymore, it went badly once.” 

(Interview 6) 

 

5.3.2. Analysis of remittances 

 

The impact of remittances in changing the quality of life 

Improving the living conditions, having newly built houses or maintaining the 

existing one by earnings from/in migration is one of the most significant elements 

indicating the impact of migration on improving the quality of life. It should be 

noted that the analysis of the data is attained from interviews with 12 

respondents who claim to have built the house with money from migration, and 

that the impact of income from migration to maintain the existing house is 

significant. 

If one refers to the analysis of interviews among all respondents, a positive 

change of their living conditions prevails, without leaving aside the concern, love 

for those who lived away in migration. Having better living conditions, and above 

all, a home, is one of the main requirements of almost all households 

interviewed. Although some families had inherited the house, so they were 

mainly concerned with the maintenance, they used to be modest about how they 

had to equip their houses. It must be said that not all families realize their dream 

to have a house and achieve better living conditions through emigration or by 

having a family member abroad. In this respect, one of the interviewees said: 

“He left the family to create their own family ...to work and to build their own 

house ...... if he doesn’t work when he is young, when will he work? ...... if he turns 
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30-40 for sure he will marry, he will have his own family and if he stays here with 

me, he would be unable to do anything ......”  (Interview 17) 

All the interviewees admit that their family members living abroad used to rent 

the house or the apartment in the destination country where they currently live 

with their own new family. In spite of that, migrants built houses for their parents 

living in the country of origin.  One of the interviewees admits that his house was 

not in good conditions, and his son built a new house and sent his parents to live 

there. 

“The living conditions are not so bad ... before I was living over there (indicating a 

very old house that looked like a hut for animals) ... my son is building this new 

house …. But still inside there is a lot of work to be done“ (Interview 14) 

Another admits that: 

“Yes, I built the house myself, I have legalized it and now I am expecting to attain 

the documents of ownership. The house has been built with money that my 

husband brought from abroad since the year 2000“ (Interview 1) 

The majority of respondents agreed that the houses were built with the money 

received from abroad during these years. It is worth mentioning that family 

members abroad were quite young when they migrated, they used to send 

remittances to their parents who afterwards were responsible to manage the 

money received. 

“We have built the house ourselves but legally it is the father who owns it. The 

house was built with the money of my husband who is abroad ….. still, I have to 

pay the debts, because I didn’t have all the money to build the house, so I had to 

borrow some”. (Interview 15) 

The management of remittances sent from family members abroad to support 

the family in the country of origin is also further underlined in the following story, 

when asked about the amount of income from migration and how to use it: 
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“He cared for all. He has covered all the expenses of sisters’ weddings; took care 

of all the expenses of the house which at the time was a bit cheaper, around 60 

thousand Lek. Until he got married, all the expenses have been covered by him. 

Even now he continues to send money, but not like before.” (Interview 9) 

Parents, those in migration but also those living in Albania, make a lot of sacrifices 

to afford the best possible living conditions to their children. When asked how 

the money from migration is spent, when the parents themselves were in 

migration, an interviewee stated that: 

“We have already a house, but now my parents are saving money to build a house 

for me.” (Interview 10) 

Or another one said: 

“The new house has been built, and we buy any new electric device that comes 

out in the market [with money that receive from abroad, n.b.]”.(Interview 16) 

Experiences have been different depending on the conditions in which families of 

origin used to live.  

“During this time, my father and my mother decided to save their earnings and in 

this way they were able to open the business they have today.“ (Interview 19) 

Asked how remittances are used for house maintenance, one of the interviewees 

reported: 

“Sure, I have repaired the windows, bought flowers or pots, according to the 

needs of the house. For example, the couches are replaced with new ones 

depending on the possibilities”. (Interview 18) 

Times have changed and so did the attitudes of family members and those living 

abroad, their mentality in connection with the management of money, mainly 

remittances coming from the child. When asked about the use of remittances to 

build a new house, one of the interviewees responded: 
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“I actually thought I had it ... I wanted to build a new house...... But I didn’t. Why? 

I was often told that overseas, in the villages, only old men and women are left. 

The same has happened in our village. My neighbor lives in a three-level house all 

alone, all that investment… who is going to live there … ?“ (Interview 18) 

 

The Impact of remittances on education 

Considering that in the selected sample not everyone was supposed to invest in 

education, since some were pensioners or had very young children (whose school 

expenses consisted mainly of textbooks) only half of the interviewed people 

declared that remittances were used to cover education expenditures. 

Nine out of ten respondents admitted that income allocated to school expenses, 

such as school fees, books, foreign language courses, school transportation or 

other school-related expenses are realized with the money coming from 

migration/remittances. Almost all interviewees admitted that their children 

attend public high schools or universities, only 3 of them send their children to 

private schools, at pre-university/university level. For children living in urban 

areas, remittances covered only expenditures needed for books or different 

school equipment, while for those living in rural areas, a significant portion went 

to transport when the school was located outside the residential center. 

“My sister attends a professional high school. She commutes everyday…. She pays 

1000 old LEK for tickets per day plus 1000-1500 LEK that she could need during 

the day. Roughly, she needs around 65-100 thousand LEK per month including 

various activities, books, her needs etc.“ (Interview 16) 

Attending the university in the capital city leads to much higher costs. One 

interviewee tries to explain that all the expenditures needed for his daughter’s 

education are covered by other siblings who are in immigration: 

„I do not know exactly how much we have spent, but she has attended whatever 

she wanted. For example the tuition fees are around 1 million old Lek. In addition, 
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400 thousand are needed for her accommodation in dormitory.  The 

transportation Shushicë - Tirana costs around  4000  LEK. And she used to come 

home twice a month“ (Interview 4)7 

Living in the city, implies higher education costs, because parents spend extra 

money for different courses - school and extracurricular – for their children 

whether they are in pre-university or at university, aiming to achieve more 

satisfactory and diverse results. One of the interviewees, talking about education 

expenses of her children, admits that the costs have been numerous. Here is 

what she stated: 

“For my daughter I spent in English and mathematics courses, for my son I spent 

in extra courses to improve his school performance ... .. especially for my 

daughter, I have spent a lot ...for the master program I spent about 3.5 million 

without counting books ... each costs about 30-40 thousand LEK. So I have spent 

around 2000 - 2500 euros. Additionally, I spend for my son for courses in different 

subjects some as 5 thousand LEK per hour. Now in high school I do not know how 

much it will cost”. (Interview 6) 

There were also cases where individuals were able to properly manage their own 

money, including remittances, to know how to spend them, as it is observed form 

the following interviewee: 

“I have to pay 250 thousand LEK as initial tuition fee, then various school projects 

requirements .... books cost 200 thousand, 10 thousand per month online 10x9 = 

90 thousand per year, English courses 30 thousand per month, 30x9 = 270 

thousand in the year. Transportation Elbasan - Berat almost 20 thousand per 

month.” (Interview -10) 

As illustrated above, in cases when parents choose private schooling for their 

children’s education, enrollment fees are always covered by the money received 

from migrants. For example, as two parents admitted, their husbands wanted the 

                                                           
7 Shushice is part of Elbasan municipality, 15 km from the city.  
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best for their children and as they could not follow them personally, they agreed 

to send them to private schools. 

“My daughter  ...... attends the gymnasium, my son is in the primary school ….. I 

sent them in private schools. I pay 60 euros per child .... they are grown up but I 

am still for them”. (Interview 1) 

Moreover, from their interviews, we learned that frequent communication via 

telephone, Viber or Skype enables them to be informed and discuss everything 

especially around children. Asked about school activities included in the fee they 

stated: 

“I don’t know, once they went on excursion to Tirana but I didn’t send her, 

because I did not ask my husband, so I could not send. I don’t think these activities 

are free, but charges apply”. (Interview 1) 

Depending on the requirements, but also the conditions and goals that parents 

have about the use of remittances, they seem very intentional to pay for their 

children’s education. One interviewee says: 

“We spend mostly for the education of children and for food. My children are at 

the first year of gymnasium and 4th year of primary school. My daughter goes in a 

private school in Tirana. There I pay about 1 million 200 per year or £ 900 which 

added 700 thousand ALL registration and books, fees, uniforms. Moreover, we 

have to pay for the round trip to Tirana as well as 200 thousand for bus 

transportation that gets the girl from the school to the dormitory. So altogether I 

spent 2 million 100 thousand. The younger girl goes to public school. I pay only for 

the English course, it is mandatory, I would like her to learn it and I pay 1800 LEK 

per month.“ (Interview 3) 

Even in the cases when parents bear higher education costs (for example, at 

private universities), such costs are covered by remittances sent by family 

members.  
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“Each semester my daughter pays 1500 euro. These expenses are covered by my 

sons working abroad.” (Interview 4) 

The importance of using remittances for education, is expressed most clearly in a 

history that one of the interviewees shared with us. 

“We had many difficulties because we were both in school. The first year when I 

went to school was not very difficult because I was alone. But then, when I was in 

the third year, my sister also started the university and our father had to pay for 

both of us. This has been the worst year because he had to pay for both. Dad this 

time managed to get a loan and then was able to pay with the money received 

from disability benefits ..... I wanted to attend also an English course but I could 

not. We had to spend more for food. We had also to pay for tuition fees and so 

on…” (Interview-19) 

As this woman told us, she had to interrupt her studies, to give the opportunity to 

her sister to finish her bachelor studies. Changes in her status gave her this 

opportunity. Moreover, her husband was in migration and ..... 

“My husband maintains me financially. I finished bachelor and I didn’t continue 

the master studies as we didn’t have money anymore. Then, when my sister 

graduated, our father asked my sister to stay at home and I attend the master 

studies instead. But when my husband heard this story, he disagreed. He offered 

to cover my expenses, and our father for my sister”.  (Interview 19) 

 

The impact of remittances on health 

Another important aspect emerging from the analysis of interviews was the 

concern about health-related needs and allocation of remittances for health care 

expenses. From the sample of interviewees, 10 of them did not expose health 

problems, neither for themselves nor for their family members. Meanwhile, 5 

other interviewees claimed to have faced difficult health problems that they 

decided to share with us. The rest of interviewees, who used to be above the age 
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of 55 claimed to have age-related health problems. One of the interviewees who 

received remittances said this about the health situation in the family:„We did 

not have health problems so far,  except for the mother-in-law who, as majority of 

old people, receives certain medicines, including those who are usually 

reimbursed.“ (Interview 8) 

Medical treatment for old people with chronic diseases is free of charge. 

Nevertheless, quite a number of migrants send medicines to their parents that 

they believe to be of better quality. A mother tells about how she used to spend 

the money that her son sent for costs related to health care. 

“Well, I spent more than 50 Euros for medicines. If he does not send the money, he 

will send the medicines“. (Interview 2) 

Two of the interviewed persons had family members with mental problems. 

These people were also married and had children. Granted with the status of 

disability, these persons were provided with a monthly disability pension. 

Nevertheless, their survival was only possible thanks to income realized from 

migration. One of these families, with both parents with mental disabilities and 

with two children, has other health problems that required prompt treatment as 

tearfully the interviewee told: 

„We are in a very bad economic situation. My wife had to be operated. The 

intervention cost more than 1 million old Lek. The brother of my wife that has 

migrated in the UK paid for the intervention. He is the one that continuously sends 

remittances from the UK“. (Interview 7) 

There were also other families who have been facing serious health problems and 

had to use remittances received from family members abroad as it was difficult to 

cope with their own resources. Explicitly, they were expressed as follows: 

“I have no income, apart what my husband working in Greece sends me. I have to 

buy medicines for my daughter that costs 35.000 old Lek. I have to pay for medical 
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visits and just for one treatment I have to spend 50 thousand old Lek.“ (Interview 

15) 

In some cases, family members abroad feel responsible to care for the parents 

left behind. Here is how one of them expressed herself:  

„My father-in-law receives disability benefits. He had an intervention in the head, 

so he needs money for the treatment which is too expensive. My fiancé brings 

some of the money because they are three brothers and they share the expenses.“ 

(Interview 19) 

„We have more than 3 years that we support our father to cover health-related 

expenses. The money spent for four interventions he had were covered with the 

money he saved from the remittances sent by my brothers who are abroad. The 

expenses for the operation of bladder cancer made in Greece were covered from 

the brother living there“. (Interview 9) 

 

Use of remittances for food 

 An important aspect of the use of remittances is the food. Having higher financial 

possibilities leads to the enhancement of the quantity and quality of food. The 

level of income allocated to food expenses depends not only on the monthly level 

of household income but also on the amount of money brought by migrants. To 

better monitor this aspect, the interviewees were asked about opportunities to 

spend for dinning outside home or even outside the city. Responses were 

different. They also varied depending on the financial position and income, as 

well as life style. 

A clear example of the impact of remittances on food expenditures is given by an 

interviewee who compares food expenditure in her family of origin that does not 

receive remittances (composed of 10 members) with that in the new family, that 

of the spouse (composed of two members), who receives remittances by stating 

that: 
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"In my family of origin we are 10 members, but what we spend in a month, in my 

husband's family is spent in a week.“ (Interview 19) 

When asked about dining out, most of the interviewed persons could not afford 

to go out to restaurants and they found surprising the question that was 

addressed. A first reaction was their nonverbal response with surprising facial 

reaction, gestures or voice annotations.  

In this respect, some of the answers were: 

  „No, never, I don’t have enough money left to go out.“ (Interview 7) 

Or: 

„We are a big family, many relatives come to visit us as the grandmother lives 

with us…. So, we organize lunch and dinners at home and very often.“ (Interview 

17) 

On the other hand, 5 out of 20 of interviewees admitted that they, but also their 

family members, used to go out for lunch or dinner. Here is what one of them 

said: 

„We often go out for lunches and dinners in Albania but also abroad .... it is the 

mother-in-law who usually pays for that.“ (Interview 19)8 

Interviewees who had children older than 20 years of age admitted that they 

instead offered this opportunity to dine out to their children. Here's what one of 

them said: 

„No, we rarely go out for lunch, we cannot afford it… mainly we do it for birthday 

celebrations and it overall happens roughly about 3-4 times per year.“ (Interview 

6) 

From people who admitted they used to dine out, there were those who 

indicated that although they had sufficient income, not all members of the family 

shared the same opinion on their spending. Various attitudes within the family 

                                                           
8The father in law is a migrant and the mother in law is employed.   
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appeared to exist related to this aspect as it was also expressed by one of the 

interviewees when asked whether parents can afford dining outside: 

„Sometimes, yes. With my mother I used to go out for dinner but with my father 

less frequently because he doesn’t like it ….. or sometimes, when we visit our sister 

in Tirana, we have lunch at the restaurant she is running“. (Interview 9) 

Another interviewee stated: 

„My son and his wife, yes, they go to Pogradec, but in my case, I haven’t been 

there since I was 5 years old.“ (Interview 5) 

We have to emphasize here that those who admitted to consume a meal outside, 

were either employed, or had a guaranteed salary themselves or their families 

and the incomes received from migration were relatively satisfactory. Interesting 

was the statement of an interviewee who was employed and used to receive 

remittances from his children abroad: 

“We have been quite often having lunches outside home, also we have been to 

several weddings … it is in this way that we spent the money, going out … our 

daughter that lives in Tirana perhaps does it more frequently.“ (Interview 18) 

The rest of the interviewees admitted that they rarely went out, or only in special 

cases: 

„I went out this month because of our 16th anniversary of wedding. I went out 

with my children to Orti Restaurant, my husband told my children to accompany 

me there without knowing the reason … We also go there because our nephew 

can play in the playground.“ (Interview 1) 

There were also those who could afford to go out, but did not prefer to do it: 

„We can go out, but because everything has become more expensive and it is not 

fair to spend the money in this way, I don’t go out to restaurants.“ (Interview 16) 

We should mention the fact that 13 interviewees used not to go out to 

restaurants. An interviewee who had been a migrant but now lives with her 
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children in Albania and is the head of household because her husband lived 

abroad, said: 

„No...... It is better to cook at home, with the money that you can spend outside 

you can prepare a very good meal at home“. (Interview 3) 

 

 

Use of remittances for leisure activities 

Analysis of attitudes of interviewees with respect to the use of remittances for 

leisure activities is another indicator that shows how remittances have an impact 

on improving the standard of living of receivers. The answers related to this 

aspect were various and this diversity was mainly related to the social status of 

the interviewees, the region where they were coming from – rural or urban - but 

also their level of education.  

None of the respondents had ever frequented theater or cinema, because such 

entertaining activity was offered neither in urban nor in rural areas. An 

interviewee asked whether they spent some time for entertainment with their 

children during the weekend argued that:  

„We have no cinema here, the only existing one was destroyed and there is no 

longer artistic life in town.“ (Interview 6) 

Another interviewee, who admits that has travelled abroad, as well inside the 

country in different touristic tours, said that they did not prefer to spend their 

leisure time in theaters or cinemas, explaining that: 

„We don’t go out to watch movies or theaters, not because we do not have 

money, but because they [parents´ spouse, n.b.] do not like to go to cinema. But 

we go out to bars and restaurants and we have also been abroad on touristic 

tours“. (Interview 19) 
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Eight out of the total sample had their families in cities other than those they live 

in. And so quite often they had to travel to meet their relatives or their families. 

Students were supposed to travel from the city where they were studying to their 

home town or to other cities where their family lives. For them, this was 

considered an alternative of going out, but at the same time a way of spending 

the money. Here is how some interviewees expressed: 

“I travel to Tirana because my grandmother lives there, and at the same time I 

have other relatives to visit there“. (Interview 1) 

And another idea put forward.... 

 „I don’t have enough money, so I have to save to visit my parents at least once a 

year. Once I went with my children and my husband to Tepelena for 3-4 days“. 

(Interview 8) 

As concerns travelling during the last year one of interviewees claimed:  

“I go to Tirana because my brother lives there, he was a pilot, and we have also 

travelled together …… We have been to Saranda because he has a hotel there, so 

had the possibility to go there“. (Interview 18) 

They recognized that it is difficult to allocate their resources for tourism. 

Nevertheless, as they and their children have been living for some time abroad, 

some of the interviewees asserted to be very likely to fulfill their-children’s 

desires in spite of difficult financial situation in which they live. 

 

Use of remittances as shield against difficult situations faced in the last 5 years 

All the interviewees admitted to have experienced difficult situations in the last 

five years. Nevertheless, while the reasons behind these difficulties were 

different, they were all faced in the same way, with the remittances. The main life 

difficulties faced by the interviewees in the last five years were: health problems, 

job loss, business bankrupt and death.  
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First, almost all the interviewees acknowledged that remittances underwent a 

decreasing trend in the last decade. The main explanations about this trend were: 

economic crisis especially in Greece, family reunifications or creation of new 

families in migration, migrants’ children have grown up and have more 

exigencies. Below we present a detailed analysis of such results: 

“Migration is getting difficult and remittances we receive are not at a satisfactory 

level … they [migrants, n.b.] face more expenses, paying for car insurance, other 

documents etc.“ (Interview 1) 

“My husband is living with a lack of job security, sometimes we sent also our 

saved money to him ….” (Interview 6)   

Eight from the interviewees stated to have faced severe health problems 

(surgeon interventions) in the last five years whose expenses were covered by 

remittances. In such cases, all family members living abroad financially 

contributed as illustrated in the following examples: 

“The intervention, done in a private hospital, cost 5 thousand dollars … all the 

money the father sent from abroad.” (Interview 16)  

Or: 

“The intervention was made in Greece and my brother and sisters covered all the 

expenses”. (Interview 9) 

There are two cases where the interviewees were faced with the loss of own 

parents. The children living abroad had to cover all the funeral ceremony 

expenses according to the customary habits.  

“My husband passed away and my son took a bank loan to cover the funeral 

expenses.” (Interview 2) 

“Yes. When my husband got sick, all money were used. The sickness was acute, 

we sent him immediately to a private hospital. All saved money was consumed. 
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Our daughter helped us. A big help, both economic and spiritual… Besides of being 

poor, one loses also a family member, it all gets worse …” (Interview 5) 

 

Use of remittances for clothing 

Another important dimension that helps assess the role of remittances in 

improving the standard of living of the receiving families is also their amount of 

expenditures for clothing. The interview analysis indicates that this dimension is 

also essential considering its importance especially among the young generation. 

While the parents make their best to meet children’s requests, the young people 

were willing to give up other things for clothing. All the interviewees confirmed 

that they received clothes from migration. For example: 

“Previously, he used to send clothes, almost all we have, 3-4 years ago especially 

to my son, because he himself has two sons. But now, the children are grown up 

and require various and more expensive stuff to dress…” (Interview 8) 

Or: 

“There are cases they send clothes as birthday gift.” (Interview 4) 

Parents help their children also in kind. 

“They send clothes through other people and this is good as I don’t need to spend 

for clothing.”(Interview 10) 

It happens that parents better refer to receive clothes from abroad for their 

children than for themselves. When asked how much they spend on clothes, they 

said: 

“For clothes? Ahhhha, my daughter spends more. We buy …. [sneering, n.b.] used 

clothes – showing her jacket” (interview 11) 

Or: 
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“My husband sends us clothes from abroad. Also, my daughters buy used 

clothes…” (Interview 6) 

Another group of interviewees replied that they did not spend for clothing or 

save as given below: 

“My sister and I spend no more than 300 thousand Lek. Because we have relatives 

abroad who send us clothes. But it is about used clothes. We dress them although 

we prefer new ones. I like getting dressed properly but I better prefer to use 

money for going out with friends.” (Interview 19)  

5.3.3. Perceptions about migration and remittances 

 

The ideas and opinions that divided the interviewees regarding the problems of 

their daily lives, which directly or indirectly were linked to migration and 

remittances, are also linked with their attitudes about migration, a widely spread 

phenomenon in Albania.  

The interviewees were asked to give their opinion about the two opposing effects 

of migration in Albania, seeing that from a positive standpoint: “migration is good 

as long as people can have the possibility to find a job, have better working 

opportunities, earn and bring money to help their families”; or from a negative 

standpoint: "migration absorbs the human capital: the best and the brightest go 

away". 

Generally, the interviewees took some time to give an answer, thought 

thoroughly, breathed deeply, with a slower voice and highly concentrated, gave 

their opinions. 

All agreed about the positive effects of migration. Six of the persons interviewed 

admitted that migration is a good thing by accepting the positive aspects of 

migration according to our first standpoint. Besides, they considered the positive 

effect of migration particularly related to improvement in the standard of living 

for family members left behind, improvement in terms of food and nutrition, 
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accommodation and housing, but above all the effect on education as a very 

useful instrument of getting out of the poverty trap. Migration is considered as an 

opportunity to survive, to get out of poverty and to alleviate the budget 

constraints which in interviewees’ words was given as:  

“The advantage and positive thing of migration emerges as you express in the first 

statement, because in migration our children have the opportunity to work and 

earn money and to provide food for us here ……we would not survive had they not 

work and send us money” (Interview 14) 

Or: 

“Migration is good ... because you have the possibility to achieve something. You 

get a bit richer or at least you are not so poor not to be able to survive”. 

(Interview 7) 

Interesting was the idea that migration to Greece was considered as the best 

alternative to meet their needs.  

“To accomplish and meet our needs, we have to go to Greece …. If we don’t go to 

Greece, we are left with nothing here in Albania.” (Interview 15) 

The positive effect of migration, remittances and benefits from using them, but 

also how migration changes their attitudes or social norms, are reflected from the 

statement below:  

“If my parents would not have migrated, I would not have gone to school today ... 

Of course, the absence of my parents has had negative effects and might have 

been the cause of suffering for us as kids …. Normally it has been difficult to cope 

with that and this has affected my personality ….. but, I think I am much more 

independent in dealing with different situations, I have learned to solve things on 

my own and to be responsible.” (Interview 10) 

There were also cases where respondents confirmed that both standpoints were 

possible.  
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Three of the respondents who mainly agreed with the second standpoint, that 

migration has absorbed the best and the brightest, acknowledged this by saying 

that “migration had taken their dearest and closest people from their heart”. 

Here is the argument:  

“People mainly migrated because of difficulties….. my father is away …. I live with 

my mother, but an important part of our family is not with us ….we feel much 

lonely because he is away.” (Interview 12)  

Some interviewees stated that even though they were the beneficiaries of 

income or material goods, migration took their children away and they suffered 

because they did not have nearby, children, loved ones and their families. The 

interviewee where most circumstances match to the above story says: 

“I am for the second standpoint, in spite of the fact that migration brings income, 

goods and other benefits, it also separates people from their loved ones. It makes 

you suffer …creates heart problems and suffering brings other diseases. I have 

suffered a lot because of migration. I have suffered because of the migration of 

my brothers and now because of the migration of my husband. It is not good to 

live away from your loved ones… even though I have more material goods, I feel 

empty …. I talk to him every day via skype but I miss his presence, his strength, his 

opinion when I am in trouble, high hugs..... When I was younger, I felt the absence 

of my brothers, at the time when my heart was filled with love of my brothers, 

was emptied on the other side because of the absence of my husband.“ (Interview 

19) 

The rest of the respondents linked migration of the young generation with high 

unemployment among them. Parents, but also interviewees at a younger age, 

wanted to have their children close to them.    

“What would the youngster do at home with me? Spend 100 thousand old 

Albanian Lek that I get from retirement pension??? The youth is leaving the 
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country, they are running away leaving alone their parents, but they should also 

think of the family left behind”. (Interview 11) 

Another interviewee argued:  

“Most of young people do not want to stay in Albania. This is not a good thing. 

Financially speaking it is good for them, because who works gets rewarded 

accordingly; here he would only have the chance to work as a waiter.” (Interview 

6) 

Or: 

“I agree with the second statement … I do not want to move my children from 

home, ever. I want to have them next to me, all the time …..” (Interview 5) 

Parents who comprehend the difficulty in which their children are in migration, 

and since they have remained alone, say: 

“It would be good to have them home. But there is no work, so they left. Life is 

difficult also there ….. sometimes they work and sometimes they don’t …life is 

expensive there also, a piece of bread he eats there and a piece of bread I eat 

here. Life is full of trouble also in migration, I have been there myself and I have 

seen how difficult it is. At the end of the month, the owner is asking for the rent of 

the flat.” (Interview 2) 

Another interviewee stated: 

“Unfortunately, the youngster and the brightest have left …. We have gained, but 

we have also lost.” (Interview 18) 

Despite the fact that migration is a source of income and financial support for 

family members left behind, conditional on social stratification, level of 

education, region or family circumstances, people commonly agree that 

migration is a cause of family disruption. 
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“Migration has destroyed the family. As long as I suffer the distance of my loved 

ones, this is not good. The economic conditions are important, but the family 

should be united” (Interview 1) 

A perfect resume of all the opinions exposed above was made by a man who, 

through teardrops, said: 

“I think that to intertwine all these ideas is really good. Because in any angle of 

the world, there are people who seek a better living out of their home countries, 

but not with this flux as in Albania. I think that migration has not brought good 

consequences to the country, because should all stayed here, a better 

development would have been possible for Albania. Because, if we are so 

productive workers in other countries, why we don’t invest all these capacities in 

our country? I am quite nationalist and want to stay here ….. Even though half my 

family lives abroad, I both see the positive and the negative sides of migration. 

They work, actually did work because nowadays even there the economy is going 

down, they worked, earned better than here, but I suffered a lot their departing 

because I was left alone with my parents. That’s what divides the families and 

results to fewer possibilities of contacts. I couldn’t often meet my sister and my 

brother who are abroad, once or twice in two years, and that’s really sad, I have 

suffered a lot as they haven’t been present in my life. I would have liked to have 

them here as a whole family, but we grew up as a family whose members were 

absent … And not only because they migrated to earn …. It seems they took roots 

there. My sister bought a house, my brother wants to, their children go to school 

and it’s difficult to secede and return in Albania. So, even though my brothers 

suffered this split …  everyone lives their own life.” (Interview 9) 

Another appealing message to work seriously, to contribute more to our country 

and ourselves, comes from another interviewee: 

“Should we Albanians work in our country as we do abroad from 6 to 16 [hours, 

n.b.], that even a cigarette be smoked only at breaks, we would have progressed. 
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Emigration has helped us a lot. We should also work here and not only wait for 

remittances coming as mana from heaven…” (Interview 3) 

 

5.4. Conclusions 

 

In this section, we investigated the possible effect of remittances on vulnerability 

in Albania by using a sample of Albanian households extracted from the Albanian 

Living Standard Measurement Survey, 2012. To account for the endogeneity of 

remittances, the employment status of the household migrant was used as 

instrumental variable. 

All estimation results support the important role of remittances in reducing 

vulnerability in Albania. Remittance-receiving households are 10% more likely, on 

average, to report zero-vulnerability compared to others, i.e. that none of the 

vulnerability conditions prevailed. The effect of remittances gets lower and 

vanishes, respectively, for higher levels and for the highest level of non-income 

vulnerability. Such findings indicate that not only remittances affect poverty by 

smoothing every-day consumption, but their positive effect is extended also 

towards other non-income facets of vulnerability, such as health, housing and 

leisure. These results were confirmed for different measures of remittances, 

different weighting of the vulnerability index and for different compositions of 

the consumption underlying poverty. 

The analysis of the qualitative data gathered through interviews indicates that 

migration is mainly driven by economic reasons and has greatly contributed to 

improving the living conditions of the family members left behind, across several 

dimensions: housing conditions, nutrition, clothing, child education and health. 

Nevertheless, although all the interviewees emphasized the important role of 

migration in their life, migration was often blamed to have taken away the 
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migrants from their family at a very young age as well as secluded their family 

members left behind without any support.  

Remittances are mainly used for satisfying everyday needs, nutrition, health, 

payment of housing bills or house maintenance. Remittances help also to cover 

child education expenses both at pre-university and university level. Remittances 

appear to be also the main means through which the households cope with 

shocks such as death, large medical expenses, job loss in the family or expensive 

happy events as wedding.  

Nevertheless, although all the interviewees conveyed the message that 

remittances contributed to improving their living, they did not consider migration 

as good for their families. Instead they called for their family members live and 

work in their home country. 

 

6. CHAPTER – RESULTS AND DISCUSSION FOR SERBIA 

 

Marko Vladisavljevic 
Aleksandra Anic 
Jelena Filipovic 
 

This Chapter analyses the data for Serbia. As in the previous Chapters, the 

Chapter for Serbia starts with the data description and the descriptive analysis of 

the remittances and vulnerability patterns, and the definition of the vulnerability 

facets and index for Serbia. In the second section, we turn to the econometric 

analysis. This section starts with the description of the instrument that we will 

use in the econometric analysis to account for the endogeneity of the causal 

relationship between the remittances and vulnerability. We then present the 

main results of the econometric analysis, together with the robustness and 
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sensitivity checks. The third section presents the results of the qualitative part of 

the research which is based on the interviews. Finally, the last section concludes.  

 

6.1 Descriptive analysis 

6.1.1 Migration and remittances patterns 

 

Table 6-1 presents the demographic profile of remittances-receiving and non-

receiving households for Serbia. According to the SILC data, around 74,000 

households in Serbia receive remittances (about 3% of the total number of 

households). Compared to the households that do not receive remittances, 

remittance-receiving households are less frequently male-headed (60.9% vs. 

68.6%), indicating a higher likelihood for men to work abroad. The share of the 

urban households is only slightly lower in receiving than in the non-receiving 

households (60.8% vs. 61.7%), while the share of households with elderly 

household heads (aged 65 or above) is almost equal (32.3% vs. 32.1%). On 

average, remittance receiving households have lower number of household 

members (2.52% vs. 2.89%) and children (0.40% vs. 0.51%), which could be due to 

the fact that some of the household members are living abroad.  

Table 6-1. Demographic profile of remittance-receiving and non-receiving households - 
Serbia 

 
All 

Receiving 
households 

Non-receiving 
households 

Population (weighted sample) 2,487,885 74,164 2,413,721 

% of urban households 61.7% 60.8% 61.7% 

% of male headed households 68.4% 60.9% 68.6% 

% of the old (65+) headed households 32.1% 32.3% 32.1% 

Average number of household members 2.87 2.52 2.89 

Average number of children 0.51 0.40 0.51 

Sample 6,501 178 6,323 

Source: Authors’ calculations. Weighted data. 
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Figure 6-1 presents the share of remittances in the total household income, as 

well as the average remittances and household income (monthly data) by gender, 

poverty status, and settlement. On average, remittances make less than a third 

(27.7%) of the remittance-receiving households’ income.  

This share is slightly higher in the female- than in the male-headed households 

(28.6% vs. 27.1%), due to lower overall income of female-headed households (red 

bars), rather than the differences in the amounts of remittances (blue bars). 

Although the share of remittances in the total income in the poor households is 

higher than in the non-poor households (32.1% vs. 27.2%), on average they 

receive two times lower amounts of remittances (while their total income, 

expectedly, is 2.5 times lower than for the non-poor households). The share of 

remittances in the urban households is slightly higher than in the rural ones 

(28.1% vs. 27.0%), due to almost RSD 2,000 higher level of remittances coming to 

urban areas. 

Figure 6-1. Income and remittances patterns of the remittance-receiving households 

Source: Authors’ calculations. Weighted data. 

 

6.1.2 Facets of vulnerability 
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Taking into account the available data for Serbia and the facets of vulnerability 

from Section 3.1, we define the vulnerability indicators for Serbia in the following 

manner: 

1. Subjective poverty – poor households are the households which, by their 

own opinion, have very high difficulties to “make their ends meet”9. We 

opted for the subjective poverty indicator, as the data about the 

consumption are not available from the SILC survey, and the remittances 

are a part of the total disposable income, and thus defining poverty based 

on income would cause endogeneity issues. 

2. Single (lone) parent households are all households in which a person 

without a spouse lives with at last one own child10. 

3. Households with unemployed spouses with at least one child are all 

households in which there is at least one child and in which both spouses 

are not employed (full- or part-time, wage or self-employed) and are 

neither pensioners nor students11.  

4. The bad health condition is based on the subjective opinion of the 

household members of their health wellbeing, measured by five-point 

Likert scale ranging from 1 - very bad, to 5 - very good. Households with 

                                                           
9 The indicator is based on the question ‘When you think about the total income of your 
household, do you think that your household is able to ‘‘make ends meet’‘. Respondents 
answer the question using a 6 point Likert type scale where:  1 stands for ‘Very difficult’, 
2 for ‘Difficult’, etc. up to 6 for ‘Very easy’. Although, according to SILC definition, the 
subjective poverty indicator should include both ‘Very difficult’ and ‘Difficult’ answers 
(SORS, 2015), we decided to define the indicator as taking only those who answer ‘Very 
difficult’ as poor. Income vulnerability defined in this manner is more disciminant (a 
third (34%) of respondents opted for ‘very difficult’, with additional third (31%) of the 
‘difficult’ answer) and it correlates better with the income assesed poverty (SORS, 2015). 
10 The term ‘child’ applies to all persons under the age of 18. 
11 The spouses’ unemployment status is based on their own self-assessment of their 
labour market status and includes the following self-assessment statuses: ‘unemployed’, 
‘housewives’ and ‘other inactive’. Therefore, the term ‘unemployed’ refers to all people 
who do not earn income for the household by their work (former or present) or are not 
in education. 
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score lower than or equal to 2 are defined as households that fulfil the bad 

health condition. 

5. The bad housing condition is taken out of the subjective opinion of the 

household head for the housing condition of the household, measured by 

eleven-point Likert scale ranging from 0 – not satisfied at all, to 11 – 

completely satisfied. Households with score lower and equal to 3 are the 

households with bad housing. 

6. The households with bad clothing are the households which cannot afford 

two pairs of shoes or changing of the worn-out clothes for each of the 

household members. 

7. The household vulnerable with respect to undernourishment is defined as 

the household which is not: a) able to afford meat or fish every other day 

(or vegetarian replacement), nor b) to afford that all children under the 

age of 15 eat fruit, vegetables and meat at least once a day. 

8. The bad leisure condition is defined for the households which are not able 

to a) gather with family/friends on a drink/lunch/dinner at least once a 

month and b) to have a week of holiday outside their home, at least once a 

year.  

All the indicators listed above take value 1 if the condition for the vulnerability is 

fulfilled, and a value of 0 if not. The total vulnerability index is then defined as a 

sum of the scores on the indicators, i.e. represents the ‘number of vulnerabilities’ 

that the household has. 

Table 6-2 presents vulnerability patterns among receiving and non-receiving 

households in Serbia. On average, the households which receive remittances 

have higher vulnerability index than those who do not receive remittances (1.565 

vs. 1.539, Table 6-2, row vulnerability index). Receiving households are more 

vulnerable with respect to subjective poverty, health, housing, clothing, 

nourishment, and family type (they are more frequently single parent or 
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unemployed spouses families). On the other hand, households that do not 

receive remittances are more vulnerable with respects to leisure.  

Table 6-2. Vulnerability patterns in Serbia 

  All households Receiving 
households 

Non-receiving 
households 

1 Poverty 33.4% 36.3% 33.3% 

2 Single Parent 2.6% 4.4% 2.5% 

3 Unemployed Spouses 2.4% 3.3% 2.4% 

4 Bad Health   15.2% 18.3% 15.1% 

5 Bad Housing 14.5% 18.8% 14.3% 

6 Bad Clothing 29.2% 32.2% 29.2% 

7 Undernourishment  34.5% 35.9% 34.4% 

8 Bad Leisure 31.4% 23.8% 31.6% 

 Vulnerability index (Average) 1.540 1.565 1.539 

 Population (weighted sample) 2,487,885 74,164 2,413,721 

 Sample 6,501 178 6,323 

Source: Authors’ calculations. Weighted data. 

Since the single parent and unemployed spouses family types are mutually 

exclusive conditions (and therefore can be summed), in the remaining part of the 

text we will treat them as one vulnerability condition, and refer to them as the 

vulnerable family types. The next figures (Table 6-2 to Table 6-4) present a more 

detailed picture of the facets of vulnerability by different population groups: 

gender and the age of the household head, and settlement. Table 6-2 displays 

vulnerability in remittance-receiving and non-receiving households by the gender 

of the head. Among the receiving households, male-headed households have 

higher levels of poverty and are more vulnerable with respect to clothing and 

leisure. On the other hand, female-headed households are more vulnerable with 

respect to the family type and especially health, while there are no differences in 

nourishment and housing. The higher frequency of the family type vulnerability of 

the female-headed households is due to higher share of the single parents, which 

is expected, since, as suggested earlier, men are more likely to work abroad. 

Single parenting can also be behind the poorer health in the female-headed 

households, due to increased strain of taking care of the children alone. Among 

the households which do not receive remittances female-headed households are 
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more vulnerable, since they have higher levels of all vulnerabilities (Table 6-2, 

dashed lines: red heptagon is mainly outside the blue heptagon indicating higher 

vulnerability of female-headed households). The biggest differences are for 

health and nourishment.  

Furthermore, for female-headed households, those receiving remittances are 

mainly less vulnerable than the non-receiving ones, except for housing and family 

type (Table 6-2: red full-lined heptagon is mainly inside the dash-lined one). On 

the other hand, among male-headed households remittance-receiving ones are 

more vulnerable, except for leisure (Table 6-2: blue full-lined heptagon is mainly 

outside the dash-lined one).  

Since there are no differences in the average remittances received by male and 

female-headed households (Table 6-2), these differences suggest that receiving 

remittances has different impact for male and female-headed households. For 

male-headed households, the ones who receive remittances are more vulnerable 

than the other. Thus, the difference between them would be even higher if they 

are not receiving remittances. On the other hand, for female-headed households, 

the situation is the opposite: those who receive remittances are less vulnerable. 

The current analysis, however cannot distinguish whether this advantage of the 

receiving households is due to receipt of the remittances, or due to the fact that 

they are ‘positively’ selected and would be in a better position even without 

remittances.  

Figure 6-2. Facets of vulnerability, by gender 
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Notes: The point further from the centre of the figure indicates a higher level of 
vulnerability. 
Source: Authors’ calculations. Weighted data. 

Figure 6-3 represents the dimensions of vulnerability disaggregated by the 

settlement type.  Among the receiving households, urban households are more 

vulnerable than rural (Figure 6-3, full lines: red heptagon is mainly outside the 

blue heptagon). The difference is the highest for poverty, clothing and 

nourishment. Additionally, urban households are more vulnerable with respects 

to housing, leisure and family type. On the other hand, rural households are more 

vulnerable when it comes to health. Among the non-receiving households, rural 

households are more vulnerable than the urban ones (Figure 6-3, dashed lines: 

blue heptagon is mainly outside the red heptagon). Their vulnerability is higher 

for all the indicators except the family type, where there are no differences 

between urban and rural households.  

Similarly to the gender differences, for urban and rural areas we observe the 

opposite trends: in rural areas, the remittance-receiving households are less 

vulnerable than the non-receiving households (Figure 6-3, blue lines: full-lined 
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heptagon is mainly inside the dash-lined one), while in the urban areas more 

vulnerable are the households which receive remittances (Figure 6-3, red lines: 

full-lined heptagon is mainly outside the dash-lined one). 

Thus, urban households which receive remittances are ‘negatively’ selected: the 

difference between them and the urban households which do not receive 

remittances would be even higher if they are not receiving remittances. On the 

other hand, better position of the rural households, which receive remittances 

can be due to receipt of the remittances, or due to the fact that they are 

‘positively’ selected among the rural households, and would be less vulnerable 

even without remittances. 
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Figure 6-3. Facets of vulnerability, by settlement 

 

Notes: The further point from the centre of the figure indicates a higher level of 
vulnerability. 
Source: Authors’ calculations. Weighted data. 

Figure 6-4 represents the dimensions of vulnerability disaggregated by the age of 

the head of the household. Working-age (15-64) headed households which 

receive remittances are more vulnerable than if the head is an elderly person 

(65+), in all the categories except for (expectedly) health. Among non-receiving 

households, vulnerability is more present for old-headed households, except two 

dimensions – poverty and family type. 

Furthermore, among the old-headed households, remittance receiving 

households are less vulnerable than the other (Figure 6-4: blue lines: full-lined 

heptagon is mainly inside the dash-lined one), while among the working-age-

headed households, the situation is the opposite and those who receive 

remittances are worse off (Figure 6-4: red lines: full-lined heptagon is mainly 

outside the dash-lined one).  
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Figure 6-4. Facets of vulnerability, by age 

Notes: The further point from the centre of the figure indicates a higher level of 

vulnerability. 

Source: Authors’ calculations. Weighted data. 

 

6.1.3 Vulnerability index 

 

Table 6-3 presents the distribution of the Vulnerability index for Serbia. More 

than a third of the households (36.6%) have zero vulnerability, i.e. they do not 

meet any of the vulnerability criteria. The share of the households with index 

value of one is 20.9% (they fulfil exactly one condition of vulnerability). With the 

increase of the vulnerability index, the share of the households decreases, and 

only three households from our database fulfil all the seven conditions and have 

the vulnerability index of seven. 
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Table 6-3. Distribution of the overall Vulnerability index for Serbia 

Vulnerability 
 Index 

 
Frequency Percent Frequency Percent 

0 Low 
vulnerability 

 
 
 
 
 

High 
vulnerability 

2,368 36.4    910,598  36.6 

1 1,355 20.8    519,191  20.9 

2 900 13.8    348,206  14.0 

3 729 11.2    271,240  10.9 

4 596 9.2    225,399  9.1 

5 397 6.1    151,211  6.1 

6 153 2.4      60,966  2.5 

7 
3 0.1         1,075  0.0 

Sample Un-weighted (n=6,501) Weighted (N=2,487,885) 

Source: Authors’ calculations. 

 

Figure 6-5 represents the index disaggregated by age, gender and settlement. 

Share of non-vulnerable households (with vulnerability index zero) is higher for 

male-headed, urban and working-age households. In all the cases the difference 

in the share of the non-vulnerable households (i.e. households with zero 

vulnerability) between the groups is approximately 10 percentage points. 

Figure 6-5. Vulnerability index for Serbia, by characteristics 
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Source: Authors’ calculations. Note: Weighted data. 

 

Figure 6-6 presents the vulnerability index and remittances receiving status (left 

panel) and the vulnerability index with respect to the level of remittances in EUR 

(right panel). As mentioned before, the non-receiving households are on average 

less vulnerable than the receiving ones, although the difference is rather small. In 

Figure 6-6 (left panel), this is indicated by the fact that the red and blue lines, 

representing remittance receiving and non-receiving households, respectively, 

mostly overlap. Finally, right panel of Figure 6-6 suggests that among the 

households which receive remittances, the higher level of remittances is 

associated with the lower level of the vulnerability index, on average. 

Figure 6-6. Vulnerability index and remittances in Serbia 

 

Source: Authors’ calculations. Note: Statistics are weighted. 

 

 

6.2 Econometric analysis 

6.2.1 Instrument 

 

As already mentioned, SILC lacks detailed information about the migration and 

remittances. Thus, for Serbia, we do not have many options for instruments12. Of 

                                                           
12We are not able to have any indicators from the instruments usually used in the 
literature: household migration history, motive to migrate, wealth of the migrant once 
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the proposed groups of indicators in Section 3.3.1 we are able to proxy only one 

of the proposed indicators: existence of a migrant network.  

More specifically, we use the information on the share of people living abroad in 

the total population by municipality, from the latest census (2011)13 and link 

them with the SILC data via the information on the municipality. The idea behind 

using this variable as an instrument for remittances is the following: living in a 

community (in this case the municipality) with a higher number of migrants in the 

previous generation (measured by the share of migrants in the municipality), will 

increase the likelihood of the immigration in the current generation. Thus, the 

members of the municipality who migrated in the previous generation could 

create a good immigration environment for their fellow citizens from the next 

generation. This environment would then have a positive impact on both the 

opportunity of the people to migrate and find work when abroad, and therefore 

increase the opportunity to send remittances back home. 

Table 6-4 provides some evidence for this argument: indeed municipalities with 

higher share of migrants receive more remittances. The correlation between 

migration share by municipalities and remittances is positive, but relatively low.  

Table 6-4. Correlation coefficients between the remittances and the share of migrants 
by municipality (Serbia) 

 Remittance 
recipient  

Remittances 
amount (log) 

Remittances 
share in 

consumption 

Pierson’s correlation  0.054*** 0.058*** 0.065*** 

Spearman’s rank 
correlation  

0.061*** 0.061*** 0.061*** 

Kendall’s rank correlation  0.012*** 0.012*** 0.012*** 

Polychoric correlation  0.103*** 0.058*** 0.065*** 

Source: Authors’ calculations. *, ** and *** denote statistical significance at the 10, 5 

and 1% level, respectively. 

                                                                                                                                                                             

he/she settled in the foreign country, type of job-contract at destination, duration of the 
receiving of the remittances, frequency with which they are sent and so on. 
13Including those who are working abroad and their family members, students and other 
people living abroad. The data were obtained with the curtesy of RSO Demographic 
Department. 
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On the other hand, the share of migrants also has a statistically significant 

correlation with the vulnerability indicators (Table 6-5), suggesting a potentially 

direct effect of the instrument variable on dependent variable. The sign of the 

correlation is negative, i.e. the higher share of migrants by municipality 

corresponds to the lower vulnerability levels. 
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Table 6-5. Correlation coefficients between dependent variables and the share of 
migrants by municipality (Serbia) 

 Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

Pierson’s correlation  -0.049*** -0.064*** -0.039*** 

Spearman’s rank 
correlation  

-0.028** -0.052*** -0.014 

Kendall’s rank correlation  -0.018** -0.027*** -0.009 

Polychoric correlation  -0.059*** -0.090*** -0.046** 

Source: Authors’ calculations. *, ** and *** denote statistical significance at the 10, 5 

and 1% level, respectively. 

Although the correlation of the share of migrants with the remittances is 

somewhat stronger than the correlation with the vulnerability, the fact that our 

potential instrument is correlated both with the remittances and the dependent 

variable, casts a doubt about the validity instrument. 

To further investigate this issue, we follow the procedure suggested by Angrist 

and Pischke (2008). We regress the instrument on the dependent variable in the 

part of the sample where, under the assumption that the instrument is valid, the 

relationship between the dependent variable and the instrument is not expected. 

If the correlation between the share of migrants and the vulnerability is due to 

remittances, the coefficient for migrant share in the vulnerability equation among 

the non-receiving households should be insignificant. However, the coefficient is 

significant (Table 6-6), indicating a direct effect of the share of migrants on the 

vulnerability and that the validity of our instrument is doubtable. The sign of the 

coefficient is negative, indicating that among the households which do not 

receive remittances, higher share of migrants is associated with lower 

vulnerability. 
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Table 6-6. Regression analysis – Estimates of vulnerability on the share of the migrants 
in the non-remittance receiving households 

 Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

Age of the head 0.039*** 0.040*** 0.036*** 
  (0.007) (0.009) (0.007) 
Age squared -0.000*** -0.000*** -0.000*** 
  (0.000) (0.000) (0.000) 
Gender (1=male) -0.026 -0.066 -0.004 
  (0.036) (0.044) (0.037) 
Marital status (1=married) -0.203*** -0.143*** -0.211*** 
  (0.037) (0.046) (0.038) 
Geography (1=urban) -0.008 0.026 -0.008 
  (0.030) (0.037) (0.030) 
Education of the head (ordered 
scale) 

-0.236*** -0.209*** -0.228*** 

  (0.010) (0.013) (0.010) 
Number of hh members -0.076*** -0.008 -0.092*** 
  (0.019) (0.030) (0.019) 
Number of hh members 
squared 

0.007*** 0.003 0.008*** 

  (0.002) (0.003) (0.002) 
Dependency ratio 0.205*** -0.016 0.247*** 
  (0.050) (0.062) (0.050) 
Share of Migrants in the 
municipality 

-0.020*** -0.024*** -0.017*** 

  (0.003) (0.004) (0.003) 
Observations 6,323 6,323 6,323 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 
and 1% level, respectively. Standard errors given below each coefficient. 

However, since we have no other instruments available, we continue with our 

main analysis with the share of migrants as our instrument variable, assuming 

that at least a part of the correlation between the share of migrants and the 

vulnerability is due to the remittances. Furthermore, as a robustness test we 

apply the Conley procedure, which enables us to account for the potential 

endogeneity. 
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6.2.2 Regression results 

 

In this part of the analysis we test our main research question: do remittances 

serve as a social protection, i.e. do remittances have an impact on vulnerability? 

Throughout the analysis we will be simultaneously testing this impact on the 

three vulnerability variables: i) overall vulnerability index (defined in Section 

6.1.2), as well as its ii) income (i.e. subjective poverty) and iii) non-income 

component (other vulnerability indicators). 

We first present the results of estimation of the two-stage IV CMP model 

(equations 3.2 and 3.3, described in Section 3.3.1) in Table 6-7. In the first stage, 

we estimate remittances conditional on the instrument and other independent 

variables. In the second stage, we investigate, under the assumption that our 

instrument is valid, whether instrumented remittances have an impact on 

vulnerability.  

In the first-stage regressions (columns First stage: Remittances in Table 6-7), the 

positive sign next to the share of migrants coefficient is expected: households in 

municipalities with higher share of migrants have higher probability to receive 

remittances, even after we control for all other covariates. The probability to 

receive remittances is also higher for women (marginally significant) and smaller 

households. The results are similar in all three regressions, regardless of the 

different dependent variables we use. 

The second stage regressions (columns Second stage: Remittances in Table 6-7), 

answers the main question of our analysis: does receiving remittances reduce 

household vulnerability? The coefficient is negative and significant, indicating a 

lower vulnerability of the remittance receiving households (Table 6-7, row 

Remittances). Additionally, the vulnerability is (ceteris paribus) lower if the head 

of the household is younger, male (marginally significant), married, and better 
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educated, and if the household has lower dependency ratio, and higher number 

of the household members. Similarly to the first-stage, the results are mainly 

replicated when we use income and non-income component of the vulnerability 

index (except the fact that dependency ratio and the number of the household 

members are not significant predictors of the income vulnerability).  

However, due to a doubtable validity of our instrument, we decided to compare 

these results with the results of the one-stage model. Although, in the presence 

of simultaneous causality, the coefficients in the one-stage model can be biased, 

having a bad instrument can lead to even worse assessment of the relationship 

between the explanatory and the dependent variable than the one-stage model. 

The one-stage model (Table 6-8) shows that remittances have no effect on the 

vulnerability. Taking into account the fact that we observe zero Pearson 

correlation between remittances and vulnerability (Table 6a-1 in the Appendix), 

and that the validity of our instrument is doubtful, it seems that the effect we 

observe in the two-stage model is a statistical artefact. In fact, the effect of the 

remittances on vulnerability that we observe in the two stage model is probably 

the consequence of the remittance variable being instrumented on the share of 

migrants, which in turn has impact on the vulnerability and a higher variability 

than the dummy variable representing remittances. Therefore, our instrument 

potentially leads us to wrong conclusions about the relationship between the 

remittances and vulnerability. 
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Table 6-7. Baseline results for Serbia – Remittances as a dummy 

  Vulnerability index Income vulnerability Non-income vulnerability 

  
First stage: 

Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 

  (1) (2) (3) (4) (5) (6) 

Age of the head -0.023 0.038*** -0.017 0.033*** -0.024 0.036*** 

  (0.017) (0.007) (0.017) (0.009) (0.017) (0.007) 

Age squared 0.000 -0.000*** 0.000 -0.000*** 0.000 -0.000*** 

  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Gender (1=male) -0.149* -0.065* -0.136 -0.098** -0.143* -0.047 
  (0.087) (0.037) (0.084) (0.044) (0.086) (0.038) 

Marital status (1=married) 0.088 -0.166*** 0.035 -0.111** 0.089 -0.174*** 
  (0.090) (0.039) (0.090) (0.046) (0.089) (0.040) 
Geography (1=urban) -0.063 0.014 -0.076 (0.046) -0.044 0.007 
  (0.068) (0.031) (0.067) (0.037) (0.068) (0.032) 
Education of the head 
(ordered scale) 0.011 -0.240*** 0.003 -0.207*** 0.008 -0.231*** 

 
(0.024) (0.011) (0.025) (0.013) (0.024) (0.011) 

Number of hh members -0.134*** -0.081*** -0.111*** -0.006 -0.139*** -0.098*** 

  (0.043) (0.022) (0.042) (0.025) (0.043) (0.023) 
Number of hh members 
squared 0.008*** 0.008*** 0.007** 0.002 0.009*** 0.009*** 
  (0.003) (0.002) (0.003) (0.002) (0.003) (0.002) 
Dependency ratio 0.011 0.220*** 0.059 0.001 0.014 0.260*** 
  (0.127) (0.051) (0.128) (0.062) (0.126) (0.052) 
Share of Migrants in the 
municipality 0.036***   0.034***   0.034***   
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 (0.006)   (0.005)   (0.006)   
Remittances (1=the 
household receives 
remittances)   -1.264***   -1.726***   -1.286*** 

    (0.194)   (0.135)   (0.201) 
       

Observations 6,501 6,501 6,501 6,501 6,501 6,501 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. 
Standard errors given below each coefficient. 
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Table 6-8. Baseline results for Serbia – Remittances as a dummy (one stage model) 

  
Vulnerability 

index 

Income 
vulnerability 

Non-income 
vulnerability 

  (1) (2) (3) 

Age of the head 0.041*** 0.039*** 0.039*** 

  (0.007) (0.009) (0.007) 

Age squared -0.000*** -0.000*** -0.000*** 

  (0.000) (0.000) (0.000) 

Gender (1=male) -0.054 -0.086* -0.035 

  (0.037) (0.046) (0.038) 

Marital status (1=married) -0.178*** -0.125*** -0.186*** 

  (0.039) (0.047) (0.040) 
Geography (1=urban) 0.021 0.072* 0.014 
  (0.031) (0.038) (0.032) 
Education of the head (ordered 
scale) -0.247*** -0.222*** -0.239*** 

 
(0.010) (0.013) (0.010) 

Number of hh members -0.070*** 0.008 -0.088*** 

  (0.021) (0.030) (0.022) 

Number of hh members squared 0.007*** 0.002 0.008*** 

  (0.002) (0.003) (0.002) 

Dependency ratio 0.224*** -0.009 0.266*** 
  (0.051) (0.063) (0.052) 
Remittances (1=the household 
receives remittances) 0.048 0.073 0.045 
  (0.089) (0.105) (0.089) 
    

Observations 6,501 6,501 6,501 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 
and 1% level, respectively. Standard errors given below each coefficient. 
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6.2.2.1 Splitting the model for urban and rural households 

 

The descriptive analysis, presented in Section 6.1.2, suggests that the pattern of 

the relationship between the remittances and vulnerability is significantly 

different in urban and rural areas. As described, in rural areas the remittance-

receiving households are less vulnerable, while in the urban areas they are more 

vulnerable than the non-receiving households.  

In this part of the analysis, we split the data, and present the estimates of the 

impact of the remittances on the vulnerability in the one-stage and two stage 

models (similarly to the estimates from Table 6-8 and Table 6-7) separately for 

urban and rural households 14 . For both urban and rural households, the 

instrument is plausibly invalid since the association between the IV and the 

dependent variable in a sample where there is no expected relationship (the 

households which do not receive remittances) is significant, similarly to the 

situation in Table 6-7 (results are presented in Table 6a-2 in Appendix). Therefore, 

we put more trust in the one-stage model, but present the results for the two-

stage model with the invalid instrument, for comparison.  

For rural areas, the coefficient in the one-stage model (Table 6-9) for the 

remittances is significant and negative, suggesting that the households which 

receive remittances are less vulnerable than the ones that do not receive 

remittances. These results could be the consequence of two trends: remittances 

could work as a social transfer and ‘pull’ the households out of vulnerability, or 

the households which receive remittances are less vulnerable to start with. 

On the other hand, for urban areas the sign is positive, indicating a greater 

vulnerability of the receiving households (Table 6-9). In other words, in urban 

                                                           
14The analysis from Section 6.1.2 also suggested similar differences based on the gender 
and the age of the household head, but the regression analysis suggested that these 
differences, unlike urban/rural have no effect in split regressions. Namely, separate 
regressions on the data split by gender or age give the same results as the overall results 
(i.e. the zero coefficients for the remittances). 
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areas, receiving households are even more vulnerable than the non-receiving 

households although they receive remittances.  

The conclusions of the one-stage model replicate the conclusions from the 

descriptive analysis, suggesting that they apply even after controlling for other 

covariates. Additionally, for both rural and urban areas, the results are robust to 

the changes of the dependent variable to income and non-income vulnerability. 
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Table 6-9. Results for Serbia – Remittances as a dummy (urban vs. rural, one stage model) 

 
Rural households Urban households 

  
Vulnerability 

index 

Income 
vulnerability 

Non-income 
vulnerability 

Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

       
Age of the head 0.014 0.008 0.017 0.046*** 0.050*** 0.042*** 

  (0.012) (0.014) (0.012) (0.009) (0.013) (0.010) 

Age squared -0.000* -0.000 -0.000** -0.000*** -0.001*** -0.000*** 

  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Gender (1=male) -0.038 -0.130* -0.002 -0.075 -0.072 -0.068 

  (0.058) (0.072) (0.059) (0.049) (0.059) (0.049) 

Marital status (1=married) -0.136** -0.104 -0.154** -0.202*** -0.131** -0.205*** 

  (0.059) (0.072) (0.061) (0.053) (0.063) (0.054) 

Education of the head 
(ordered scale) 

-0.157*** -0.160*** -0.146*** -0.305*** -0.261*** -0.300*** 

 
(0.017) (0.020) (0.017) (0.014) (0.017) (0.014) 

Number of hh members -0.197*** -0.039 -0.214*** -0.009 0.033 -0.027 

  (0.048) (0.060) (0.049) (0.025) (0.039) (0.025) 

Number of hh members 
squared 

0.016*** 0.004 0.018*** 0.004** 0.001 0.005** 

  (0.005) (0.007) (0.005) (0.002) (0.004) (0.002) 

Dependency ratio 0.190** -0.079 0.254*** 0.215*** 0.011 0.244*** 

 (0.079) (0.096) (0.079) (0.068) (0.084) (0.069) 

Remittances (1=the -0.369*** -0.411** -0.314*** 0.331*** 0.386*** 0.302** 
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household receives 
remittances) 

  (0.122) (0.165) (0.115) (0.116) (0.136) (0.121) 

       

Observations 2,689 2,689 2,689 3,812 3,812 3,812 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. 
Standard errors given below each coefficient. 
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We return to the two-stage model, estimating the impact of the remittances on 

vulnerability, with the share of migrants as an instrument for remittances (Table 

6-10), but separately for rural and urban areas. 

For rural areas, the two-stage model, similarly to the one-stage model, suggests 

that the association between the remittances and the vulnerability (ceteris 

paribus) is negative (Table 6-10, compared with Table 6-9). The instrument, as we 

previously suggested, is invalid or endogenous, but it does not distort the 

conclusions about the direction of the relationship between remittances and 

vulnerability: households which receive remittances are less vulnerable. However, 

due to an invalid instrument, although we know the direction of the relationship, 

we cannot claim a causal relationship or rely on the size of the coefficient. 

For urban areas, the two-stage model suggests that the association between the 

remittances and the vulnerability (ceteris paribus) is negative (Table 6-10), 

contrary to the one-stage model where it is positive (Table 6-9). The negative sign 

of the coefficient in the two-stage model, thus is artificial and the consequence of 

the negative relation between the share of migrants in the municipality and the 

level of vulnerability (Table 6a-3 in the Appendix). 

The difference between the one-stage and two stage models could be due to the 

fact that the urban households which receive remittances are “negatively” 

selected from the pool of migrant households. According to this scenario in urban 

areas we would have two types of migrants: 1) those who lived (before the 

migration) in the less vulnerable households, but don't send remittances since 

their families are in fact not vulnerable; and 2) the other group, which sends 

remittances, who could be from the more vulnerable households to start with.  

Thus, the causality in urban areas is more likely to run in the opposite direction: 

from vulnerability to remittances. The poor households send migrants abroad to 

work and send remittances back, but the remittances are not large enough to get 

them out of vulnerability. On the other hand, less vulnerable households send 
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migrants abroad, not expecting them to send remittances back, but in order to 

make them search for better living conditions. 

The opposite and unstable results can be the consequence of the low variability 

of remittances and the high variability of the share of migrants by municipality, in 

the overall sample. We pursue this topic in section 6.2.4.2. 
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Table 6-10. Results for Serbia – Remittances as a dummy (urban vs. rural, two stage model) 

 Rural households Urban households 
 

Vulnerability index Income vulnerability 
Non-income 
vulnerability 

Vulnerability index Income vulnerability 
Non-income 
vulnerability 
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Age of the head -0.019 0.011 -0.021 0.004 -0.015 0.013 -0.021 0.044*** -0.014 0.044*** -0.020 0.041*** 
 (0.031) (0.012) (0.032) (0.014) (0.030) (0.012) (0.022) (0.009) (0.021) (0.012) (0.023) (0.010) 
Age squared 

0.000 -0.000 0.000 -0.000 0.000 -0.000* 0.000 
-
0.000*** 

0.000 
-
0.000*** 

0.000 
-
0.000*** 

 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) -0.196 -0.049 -0.102 -0.132* -0.200 -0.016 -0.121 -0.084* -0.140 -0.085 -0.111 -0.074 
 (0.151) (0.058) (0.148) (0.071) (0.142) (0.059) (0.105) (0.048) (0.105) (0.057) (0.104) (0.049) 
Marital status 
(1=married) 

0.427*** -0.084 0.305* -0.053 0.392** -0.095 -0.115 -0.21*** -0.142 -0.145** -0.109 -0.21*** 

 (0.160) (0.060) (0.176) (0.071) (0.153) (0.061) (0.112) (0.052) (0.114) (0.061) (0.114) (0.053) 

Education of the 
head (ordered scale) 

-0.010 -0.15*** -0.028 -0.16*** -0.005 -0.14*** 0.024 -0.29*** 0.023 -0.24*** 0.019 -0.29*** 

 (0.040) (0.017) (0.043) (0.020) (0.039) (0.017) (0.031) (0.014) (0.032) (0.017) (0.031) (0.015) 
Number of hh 
members 

-0.249** 
-
0.216*** 

-0.232* -0.066 -0.242** 
-
0.232*** 

-0.091* -0.017 -0.064 0.023 -0.097* -0.033 

 (0.117) (0.048) (0.119) (0.059) (0.115) (0.049) (0.053) (0.025) (0.052) (0.033) (0.053) (0.026) 
Number of hh 
members squared 

0.020 0.018*** 0.019 0.006 0.020 0.019*** 0.006* 0.004** 0.005* 0.001 0.006* 0.005** 

 (0.013) (0.005) (0.012) (0.007) (0.012) (0.005) (0.003) (0.002) (0.003) (0.003) (0.003) (0.002) 
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Dependency ratio 0.038 0.190** 0.050 -0.059 0.051 0.250*** 0.002 0.211*** 0.070 0.015 0.011 0.242*** 
 (0.186) (0.079) (0.193) (0.095) (0.181) (0.080) (0.174) (0.068) (0.175) (0.082) (0.176) (0.069) 
Share of Migrants in 
the municipality 

0.040***   0.040***   0.037***   0.024**   0.026***   0.020*   

 (0.007)   (0.007)   (0.007)   (0.011)   (0.009)   (0.012)   
Remittances 
(1= receives 
remittances) 

  
-
1.955*** 

  
-
2.032*** 

  
-
2.022*** 

  -0.802**   
-
1.506*** 

  -0.583 

   (0.215)   (0.171)   (0.189)   (0.372)   (0.203)   (0.531) 
Observations 2,689 2,689 2,689 2,689 2,689 2,689 3,812 3,812 3,812 3,812 3,812 3,812 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard errors given below each 
coefficient. 
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Table 6-11 and Table 6-12 present the marginal effects for the eight outcomes of 

the vulnerability index for rural households and urban households respectively, 

after one-stage ordered probit model. As we explained previously, we find the 

one-stage model to give more reliable estimates of the relationship between 

remittances and vulnerability15. We present the results for the model with the 

overall vulnerability index, while the results for the non-income vulnerability 

index are presented in the Appendix (Table 6a-4 and Table 6a-5, for rural and urban 

areas respectively). 

Households receiving remittances in rural areas have, on average, 13.6% higher 

probability of being non-vulnerable, i.e. not to meet any of the vulnerability 

conditions (Table 6-11). Remittance-receiving households also have a higher 

likelihood to meet only one vulnerability criterion. The probability to meet two to 

six vulnerability criteria is lower (by 3% on average) for remittance-receiving 

households, comparing with the non-receiving counterparts, while due to the 

small sample size all the coefficients for meeting all the seven vulnerability 

conditions are insignificant. Similarly, households receiving remittances in rural 

areas have a 12.1% higher probability to report zero non-income vulnerability, as 

presented in Table 6a-4 in the Appendix. 

Table 6-12 suggests that in urban areas, households which receive remittances 

have lower probability to belong to the non-vulnerable households by 12%, 

(completely opposite compared to their rural counterparts). While the marginal 

effects for meeting one vulnerability condition are insignificant, for reporting at 

least two vulnerability conditions they are positive. Households receiving 

remittances in urban areas have higher probability to report from two to six 

                                                           
15Additionally, in the appendix we present the marginal effects for the two stage 
models: for rural and urban areas. Similarly to the baseline analysis, the marginal effects 
for the rural areas show the same sign for the analysis, but higher impact, while the 
analysis of the urban areas shows different sign of the coefficients compared to one-
stage models. For the reasons we explained before, we continue with the one-stage 
model. 
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vulnerability conditions (by 3% on average), while the marginal effects for 

meeting all seven vulnerability conditions are insignificant. The signs of marginal 

effects are the same in the model for non-income vulnerability. Remittance-

receiving households in urban areas have on average 11.6% lower probability to 

report zero non-income vulnerability (see Appendix, Table 6a-5). 
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Table 6-11. Marginal effects, total vulnerability index for rural areas – Serbia 

 Vulnerability strength  
 0 1 2 3 4 5 6 7 
 No vulnerability                                                                                                Very high vulnerability 
         
Age of the head -0.005 -0.001 0.001 0.001 0.002 0.002 0.001 0.000 
  (0.004) (0.001) (0.000) (0.001) (0.001) (0.001) (0.001) (0.000) 
Age squared 0.000* 0.000* -0.000* -0.000* -0.000* -0.000* -0.000* -0.000 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) 0.013 0.002 -0.001 -0.003 -0.004 -0.004 -0.002 -0.000 
  (0.020) (0.004) (0.002) (0.005) (0.006) (0.007) (0.004) (0.000) 
Marital status (1=married) 0.046** 0.008** -0.005** -0.011** -0.014** -0.015** -0.008** -0.000 
  (0.020) (0.004) (0.002) (0.005) (0.006) (0.007) (0.004) (0.000) 
Education of the head (ordered 
scale) 0.054*** 0.009*** -0.006*** -0.013*** -0.016*** -0.018*** -0.009*** -0.000 
  (0.006) (0.001) (0.001) (0.002) (0.002) (0.002) (0.001) (0.000) 
Number of hh members 0.067*** 0.011*** -0.008*** -0.016*** -0.021*** -0.022*** -0.012*** -0.000 
  (0.017) (0.003) (0.002) (0.004) (0.005) (0.006) (0.003) (0.000) 
Number of hh members squared -0.006*** -0.001*** 0.001*** 0.001*** 0.002*** 0.002*** 0.001*** 0.000 
  (0.002) (0.000) (0.000) (0.000) (0.001) (0.001) (0.000) (0.000) 
Dependency ratio -0.065** -0.011** 0.007** 0.016** 0.020** 0.021** 0.011** 0.000 
  (0.027) (0.005) (0.003) (0.007) (0.008) (0.009) (0.005) (0.000) 
Remittances (1=the household 
receives remittances) 0.136*** 0.007** -0.023** -0.034*** -0.037*** -0.034*** -0.016*** -0.000 
  (0.048) (0.003) (0.010) (0.012) (0.011) (0.009) (0.004) (0.000) 
Observations 2,689 2,689 2,689 2,689 2,689 2,689 2,689 2,689 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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Table 6-12. Marginal effects: total vulnerability index for urban areas – Serbia 

 Vulnerability strength  

 0 1 2 3 4 5 6 7 
 No vulnerability                                                                                                  Very high vulnerability 
         
Age of the head -0.018*** 0.000 0.003*** 0.004*** 0.005*** 0.004*** 0.001*** 0.000 
  (0.004) (0.000) (0.001) (0.001) (0.001) (0.001) (0.000) (0.000) 
Age squared 0.000*** -0.000 -0.000*** -0.000*** -0.000*** -0.000*** -0.000*** -0.000 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) 0.029 -0.000 -0.005 -0.007 -0.008 -0.006 -0.002 -0.000 
  (0.019) (0.000) (0.003) (0.005) (0.005) (0.004) (0.001) (0.000) 
Marital status (1=married) 0.077*** -0.001 -0.015*** -0.019*** -0.022*** -0.015*** -0.006*** -0.000 
  (0.020) (0.001) (0.004) (0.005) (0.006) (0.004) (0.002) (0.000) 
Education of the head (ordered 
scale) 0.118*** -0.002 -0.022*** -0.029*** -0.033*** -0.023*** -0.008*** -0.000 
  (0.005) (0.001) (0.002) (0.002) (0.002) (0.002) (0.001) (0.000) 
Number of hh members 0.004 -0.000 -0.001 -0.001 -0.001 -0.001 -0.000 -0.000 
  (0.009) (0.000) (0.002) (0.002) (0.003) (0.002) (0.001) (0.000) 
Number of hh members squared -0.002** 0.000 0.000** 0.000** 0.000** 0.000** 0.000* 0.000 
  (0.001) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Dependency ratio -0.083*** 0.001 0.016*** 0.020*** 0.023*** 0.016*** 0.006*** 0.000 
  (0.026) (0.001) (0.005) (0.006) (0.007) (0.005) (0.002) (0.000) 
Remittances (1=the household 
receives remittances) -0.120*** -0.010 0.018*** 0.029*** 0.039*** 0.031** 0.013** 0.000 
  (0.039) (0.007) (0.004) (0.009) (0.014) (0.013) (0.006) (0.000) 

 

       

 
Observations 3,812 3,812 3,812 3,812 3,812 3,812 3,812 3,812 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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6.2.3 Sensitivity analysis: Discussion 

6.2.3.1 Alternative measures of remittances 

 

To validate our finding, we switch our central variable of interest - remittances, from 

dummy to continuous variable, by using the log of the remittances sent and the 

share in total household income. However, these variables will not differ much from 

the dummy since only 3% of the sample will have non-zero values (since we have 

only 3% of the remittance recipients in the sample). We observe the same effects as 

in the model with remittances as dummy: the coefficients for rural areas are 

negative, while for the urban areas they are positive. Additionally, all the coefficients 

are statistically significant (albeit some at the marginal levels), except the coefficient 

on remittances expressed as a share of the total income for the income vulnerability 

in rural areas. Overall, although with the lower levels of significance, the robustness 

checks corroborate the previous conclusions about the relationship between the 

remittances and the vulnerability. 

Table 6-13 and Table 6-14 present the one-stage coefficients for urban and rural areas 

separately, with remittances expressed as the log amount and as the share in total 

household income. 

We observe the same effects as in the model with remittances as dummy: the 

coefficients for rural areas are negative, while for the urban areas they are positive. 

Additionally, all the coefficients are statistically significant (albeit some at the 

marginal levels), except the coefficient on remittances expressed as a share of the 

total income for the income vulnerability in rural areas. Overall, although with the 

lower levels of significance, the robustness checks corroborate the previous 

conclusions about the relationship between the remittances and the vulnerability.
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Table 6-13. Baseline results for Serbia – Remittances as an amount 

 
Rural households Urban households 

  
Vulnerability 

index 

Income 
vulnerability 

Non-income 
vulnerability 

Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

 
      

Age of the head 0.015 0.008 0.017 0.046*** 0.050*** 0.042*** 

  (0.012) (0.014) (0.012) (0.009) (0.013) (0.010) 

Age squared -0.000* -0.000 -0.000** -0.000*** -0.001*** -0.000*** 

  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Gender (1=male) -0.038 -0.129* -0.001 -0.076 -0.072 -0.068 

  (0.058) (0.072) (0.059) (0.049) (0.059) (0.049) 

Marital status (1=married) -0.135** -0.104 -0.153** -0.202*** -0.131** -0.205*** 

  (0.059) (0.072) (0.061) (0.053) (0.063) (0.054) 

Education of the head 
(ordered scale) 

-0.157*** -0.160*** -0.146*** -0.305*** -0.261*** -0.300*** 

 
(0.017) (0.020) (0.017) (0.014) (0.017) (0.014) 

Number of hh members -0.198*** -0.039 -0.214*** -0.010 0.032 -0.028 

  (0.048) (0.060) (0.049) (0.025) (0.040) (0.025) 
Number of hh members 
squared 

0.016*** 0.004 0.018*** 0.004** 0.001 0.005** 

  (0.005) (0.007) (0.005) (0.002) (0.004) (0.002) 

Dependency ratio 0.191** -0.078 0.255*** 0.215*** 0.011 0.244*** 
 (0.079) (0.096) (0.079) (0.068) (0.084) (0.069) 

Remittances (log value) -0.056*** -0.056** -0.049*** 0.046*** 0.051** 0.043** 

  (0.019) (0.025) (0.018) (0.018) (0.020) (0.018) 

Observations 2,689 2,689 2,689 3,812 3,812 3,812 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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Table 6-14. Baseline results for Serbia – Remittances as a share in consumption 

 
Rural households Urban households 

  
Vulnerability 

index 

Income 
vulnerability 

Non-income 
vulnerability 

Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

       
Age of the head 0.013 0.009 0.015 0.043*** 0.048*** 0.039*** 

  (0.012) (0.015) (0.012) (0.009) (0.013) (0.010) 

Age squared -0.000* -0.000 -0.000* -0.000*** -0.001*** -0.000*** 

  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Gender (1=male) -0.033 -0.123* 0.003 -0.085* -0.070 -0.079 

  (0.059) (0.073) (0.060) (0.049) (0.060) (0.050) 

Marital status (1=married) -0.123** -0.102 -0.139** -0.186*** -0.116* -0.187*** 

  (0.060) (0.073) (0.062) (0.053) (0.064) (0.054) 

Education of the head (ordered scale) -0.157*** -0.156*** -0.146*** -0.304*** -0.259*** -0.298*** 

 
(0.017) (0.020) (0.017) (0.014) (0.017) (0.014) 

Number of hh members -0.202*** -0.032 -0.220*** -0.012 0.023 -0.029 

  (0.049) (0.061) (0.049) (0.025) (0.042) (0.026) 

Number of hh members squared 0.017*** 0.003 0.018*** 0.004** 0.002 0.005** 

  (0.005) (0.007) (0.006) (0.002) (0.005) (0.002) 

Dependency ratio 0.189** -0.069 0.252*** 0.213*** 0.000 0.242*** 
 (0.079) (0.097) (0.080) (0.068) (0.084) (0.069) 

Remittances (share in total hh income) -0.629* -0.409 -0.573* 0.757** 0.702* 0.736** 

  (0.322) (0.353) (0.306) (0.349) (0.395) (0.373) 

Observations 2,636 2,636 2,636 3,755 3,755 3,755 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard errors 
given below each coefficient. 
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6.2.3.2 Relaxing the assumption of strictly exogenous instruments 

 

Similarly to the analysis in the previous Chapters (for Macedonia and Albania), we 

apply the Conley et al. (2012) procedure to investigate what happens when we relax 

the exclusion restriction assumption (see full description of the procedure in Section 

4.1.4.2) and allow migrant share to be only plausibly and not strongly exogenous to 

vulnerability. In other words, we estimate the effects of remittances on the 

vulnerability, but allow for the direct link between the share of migrants and 

vulnerability. In line with the previous findings, we run the procedure separately for 

urban and rural areas.  

As we have seen from Table 6-7, the (ceteris paribus) association between the share 

of migrants and the vulnerability in the non-receiving households is negative, and 

unlike the effect of the remittances, stable when we split to rural and the urban 

subsamples (Table 6a-4 in Appendix). Unsurprisingly, due to the small share of 

remittance recipients, the same holds when we examine the relationship in the 

whole sample (Table 6a-5 in the Appendix). Thus, undoubtedly, a higher share of 

migrants in the municipality is linked with the lower levels of vulnerability. The link 

between the migrant share of the municipality and the vulnerability of the sending 

household could be due to numerous factors. For example, people who live in the 

less vulnerable areas may be better educated and nurtured, and as the ‘best and 

brightest’ may have a better opportunity to migrate and find good jobs. 

In the current analysis, we first present the IV regressions for urban and rural areas 

(Table 6-15), with the share of migrants as an instrument for estimating the impact of 

remittances on vulnerability. Although vulnerability index is an ordered type variable, 

and the remittance receipt is a dummy variable, we apply OLS for both the first- and 

the second-stage model, as the Stata code for Conley procedure is defined only for 

OLS type regressions.  

For urban areas, however, the coefficient is negative, but insignificant, due to large 

standard errors. Furthermore, when we compare the results with the previous 
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regressions for urban areas, the coefficient shows a great degree of instability: the 

coefficient in the CMP two-stage regression (Table 6-10) is positive and significant, 

while for the one-stage ordered probit it is negative and significant (Table 6-9). 

Cragg-Donald Wald F statistic is 1.805, much lower than the critical value of 16.38. All 

these results suggest, as we already stated, that for the urban areas, migration 

share is not only weak, but also an invalid instrument for remittances, and that 

one-stage analysis offers a more reliable analysis. Since the remittances coefficient 

in the IV regression for urban subsample is insignificant (Table 6-15), the Conley 

procedure makes no sense and we will not pursue it any longer. 

This result can be the consequence of the low variability of the dummy variable for 

receiving remittances (only 3% of the households receive remittances), and the high 

variability of the share of migrants by municipality. The variability of the instrument 

variable prevails over the variability of the remittances. Thus, the variability of 

instrumented remittances reflects the variability of the instrument more than the 

variability of the remittances themselves. Therefore, for urban areas, the variability 

of the share of migrants in the two-stage model changes the sign of the coefficient 

for remittances. The coefficient switches from 0.331 in the one-stage ordered probit 

model (Table 6-9) to -0.802 in the two-stage CMP model (Table 6-10).  

For rural areas, the coefficient for remittances in the IV regression (Table 6-15) is 

negative and significant, and in line with the results from the one-stage ordered 

probit (Table 6-9) and the two-stage CMP model (Table 6-10). The Cragg-Donald Wald 

F statistic is 21.023, higher than the critical value for the rejection of the zero 

hypothesis (10% maximal IV size is 16.38), thus suggesting that the share of migrants 

is not weakly correlated with the remittances and that it could be a strong 

instrument.  
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Table 6-15. OLS regression with instrumental variables for rural and urban areas – Serbia 

 Rural areas Urban areas 
 First stage: 

Remittances 

Second 
stage: 

Vulnerability 

First stage: 
Remittances 

Second 
stage: 

Vulnerability 
     
Age of the head -0.002 0.005 -0.002 0.01 
 (-1.24) (0.19) (-1.18) (0.17) 

Age squared -0.000 -0.000 -0.000 -0.000 
 (1.10) (-0.84) (0.83) (-0.50) 

Gender (1=male) -0.007 -0.078 -0.006 -0.212 
 (-0.75) (-0.63) (-0.82) (-0.82) 

Marital status (1=married) 0.025** -0.050 -0.008 -0.561 
 (2.79) (-0.35) (-1.06) (-1.85) 

Education of the head 
(ordered scale) 

-0.002 -0.263*** 0.001 -0.383*** 

 (-0.69) (-7.79) (0.62) (-5.77) 

Number of hh members  -0.014 -0.439*** -0.005 -0.191 
 (-1.94) (-4.21) (-1.49) (-1.13) 

Number of hh members 
squared 

0.001 0.035** 0.000 0.017 

 (1.21) (3.10) (1.10) (1.39) 

Dependency ratio 0.004 0.375* 0.003 0.302 
 (0.34) (2.32) (0.32) (0.93) 

Share of Migrants in the 
municipality 

0.003***  0.001  

 
(4.59)  (1.34)  

Remittances (1= receives 
remittances) 

 -9.333**  -31.460 

    (-3.20)   (-1.27) 

Constant 0.108* 4.350*** 0.088* 5.184* 
 (1.99) (5.45) (2.39) (2.03) 

N         2,689          2,689          3,812          3,812  
     
Weak identification test 
 (Cragg-Donald Wald F 
statistic) 

 21.023  1.805 

Referent value  16.38  16.38 

 

Therefore, for rural areas we continue with the Conley procedure. We use arbitrary 

levels of direct link between the share of migrants and vulnerability (between 0% and 

-3.5%) to examine the stability of the coefficient for the remittances. The span we 
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use is arbitrary and based on the pre-testing of the procedure. The results are 

presented in Table 6-16.  

The coefficient for remittances remains significant if we assume that the direct 

impact of the migrant share on the vulnerability is 1.3% or lower. In other words, the 

results suggest that there is a significant effect of remittances on the vulnerability if 

we assume that the direct influence of the migrant share on the vulnerability is 

relatively low. 

Table 6-16. Significance of remittances for vulnerability under the assumption of non-
strong exogenous instrument – Serbia, rural areas 

Allowed 
percentage 

of direct 
influence 

Coefficient 
on 

remittances 

Statistical 
significance 

Allowed 
percentage 

of direct 
influence 

Coefficient 
on 

remittances 

Statistical 
significance 

0 -9.333 ** 1.8 -6.386  

0.1 -9.170 ** 1.9 -6.223  

0.2 -9.006 ** 2 -6.059  

0.3 -8.842 ** 2.1 -5.895 
 0.4 -8.679 ** 2.2 -5.731 
 0.5 -8.515 ** 2.3 -5.568 
 0.6 -8.351 ** 2.4 -5.404 
 0.7 -8.187 ** 2.5 -5.240 
 0.8 -8.024 ** 2.6 -5.076 
 0.9 -7.860 ** 2.7 -4.913 
 1 -7.696 ** 2.8 -4.749 
 1.1 -7.532 ** 2.9 -4.585 
 1.2 -7.369 ** 3 -4.422 
 1.3 -7.205 ** 3.1 -4.258 
 1.4 -7.041  3.2 -4.094 
 1.5 -6.877  3.3 -3.930 
 1.6 -6.714  3.4 -3.767 
 1.7 -6.550 

 
3.5 -3.603 

 Source: Authors’ calculations. ** denotes statistical significance at the 5% level. 
Confidence intervals not reported to preserve space, but available on request. 
For a zero percentage of direct influence, the remittances coefficient is replicated. 

 

Since there are no previous results to show us the size of the effect of migration 

share on the vulnerability, in the side regression (in the Appendix), we use the OLS 

model to estimate the R square change that occurs in the vulnerability equation, 
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after the migration share is introduced as an additional regressor. The estimated R 

square change is 0.6%, which is the value lower than the one needed to claim that 

the instrument is valid, i.e. 1.3%. This results indicate that there is a significant 

impact of the remittances on the vulnerability, if we assume that the instrument has 

a small direct effect on the vulnerability. 

 

6.2.3.3 Alternative compositions of the vulnerability index 

 

Table 6-17 shows further sensitivity analysis. In the previous part of the analysis, the 

vulnerability condition was defined as a simple sum of the individual facets of the 

vulnerability (see Section 6.1.2). Here we redefine this approach by (i) doubling the 

weight on the subjective poverty indicator, (ii) doubling the weight on the poverty 

and family indicators and (iii) doubling the weights of the non-income indicators. 

Results we obtained earlier are largely replicated. For rural areas, the coefficients for 

the remittances remain negative, while for urban areas they remain positive and 

significant for both areas. Additionally, the magnitude of the coefficient is similar as  

in Table 6-8, which represents the results with the original model.  
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Table 6-17. Sensitivity analysis – Serbia: Different weighting of the index 

  Rural areas Urban areas 

  Double 
weight on 

poverty 

Double weight 
on poverty and 
unemployment  

Double weight 
on non-income 

vulnerability 
indicators 

Double weight 
on poverty 

Double weight 
on poverty and 
unemployment  

Double weight 
on non-income 

vulnerability 
indicators 

  (1) (2) (3) (4) (5) (6) 

Age of the head 0.010 0.007 0.013 0.046*** 0.046*** 0.043*** 
  (0.012) (0.011) (0.011) (0.009) (0.009) (0.009) 
Age squared -0.000 -0.000 -0.000* -0.000*** -0.000*** -0.000*** 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) -0.041 -0.048 -0.015 -0.031 -0.043 -0.018 
  (0.056) (0.057) (0.057) (0.047) (0.046) (0.046) 
Marital status (1=married) -0.136** -0.151*** -0.130** -0.233*** -0.266*** -0.220*** 
  (0.057) (0.057) (0.057) (0.050) (0.048) (0.048) 
Education of the head (ordered 
scale) -0.152*** -0.149*** -0.146*** -0.288*** -0.282*** -0.293*** 
  (0.016) (0.016) (0.016) (0.013) (0.013) (0.013) 
Number of hh members -0.192*** -0.162*** -0.230*** 0.002 0.021 -0.015 
  (0.043) (0.045) (0.045) (0.021) (0.022) (0.022) 
Number of hh members squared 0.016*** 0.014*** 0.019*** 0.003** 0.003 0.004* 
  (0.005) (0.005) (0.005) (0.002) (0.002) (0.002) 
Dependency ratio 0.151** 0.191** 0.187** 0.148** 0.208*** 0.137** 
  (0.076) (0.075) (0.075) (0.064) (0.064) (0.064) 
Remittances (1= receives) -0.330*** -0.328*** -0.301** 0.315*** 0.334*** 0.296*** 
  (0.121) (0.123) (0.123) (0.109) (0.108) (0.107) 
Observations 2,689 2,689 2,689 3,812 3,812 3,812 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard errors given 
below each coefficient. 
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6.3 Qualitative analysis 

6.3.1. History of migrations 

 

All participants in the research reported that their remittances senders live in the 

developed countries, namely: USA, EU countries, Canada, Australia, Russia and 

Qatar. Even though some of them left for non-economic reasons, e.g. education, 

they opted for the countries characterized by the higher income.  

"I: And when did he leave?  

R: Two and a half years ago. He is doing his postdoctoral studies. And he also works 

as a Research Associate on some projects. So, it's not full time employment, but only 

temporary, for the duration of the project. It's chemistry, so I really don't understand 

it that well.  He’s doing his postdoctoral studies and then he prolongs them according 

to those projects. So, it's not full time employment, he's not employed there. It's his 

scholarship. 

I: And did he go there for work or education? 

R: Well, for him, it's all together.  He worked in Belgrade at the university and they 

sent him there (n.b. speaking about Qatar). So, it was both work and education. 

Because really, his occupation is a scientist and then...“ [Interview 11, destination 

country: Qatar] 

"I: And when did he emigrate? 

R: I think it was in 1982 or 1983, something like that.  

I: So, he’s been there for a while now.   

R: Well, yes. He studied here for some time and, I am not sure whether he first 

graduated here and then enrolled in postgraduate studies there, or maybe he 

continued his undergraduate studies there. I remember that there was that one-for-

one student exchange program, so George came here and stayed with my uncle’s 

parents and my uncle went to the USA. After graduating he worked for some 
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company, then for another one, and then he started his own business. It was a pretty 

good opportunity. I mean, if I remember well, he went to study at Yale, so 

definitely…" [Interview 1] 

 

However, it appears that beside the economic situation, vicinity of the emigration 

country to Serbia also plays significant role, considering that Italy, Austria and 

Germany are listed several times in the survey. Latin America and Africa are not 

represented as remittance senders in our sample. 

In line with the previous acknowledgement, there are two households in the sample 

which receive funds from Croatia and Bosnia and Herzegovina, but that rather 

occurred due to specific social circumstances in the recent history of the Western 

Balkans than because of geography. One of them receives the pension of a deceased 

family member, which is realized in Croatia, whereas the family moved to Serbia 

during the 90ies. The other mostly gets commodities from Bosnia and Herzegovina, 

given that she was born there and emigrated during the war at the end of the 20th 

century, while her family continued to live in Bosnia and Herzegovina.  

Furthermore, three periods of great emigration waves can be distinguished: i) at the 

beginning of the 90s of the 20th century when the crisis in Serbia started; ii) at the 

end of the 90s; and iii) after the global Financial Crisis in 2008. The respondents cited 

that uncertainty or low possibility to find a job, along with overall bad socio-

economic situation affected their decision to depart.  

" R: I’d worked here for 26 years, and when things fell apart, in ’90 and, particularly, 

’92, I went to the US where I spent 6 years, and then 9 in Canada. From ’92, ’93, right, 

up to 2008. 

I: And what was the motive? You couldn’t find a job here or... 
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R: I couldn’t. Not a chance. Virtually everything had shut down. Milošević was about 

to be elected, I realized what was going to happen and so I packed my bags.“ 

[Interview 15] 

„I: And your sister? When did she leave? 

R: She left in ninety-nine. 

I: What were the reasons? 

R: Her husband went there first, so then she followed as his family.  

I: OK, so not for economic reasons? 

R: Well, that too. Because she didn’t have a job, she wasn’t working.“ [Interview 6] 

 

"I: When did she move abroad? What was the reason? 

R: It was seventeen years ago. In 1998. She left for economic reasons. After she 

completed high school she could not afford further education, she had no prospects 

here, so she went to Italy. She met some people there who helped her finish her 

studies and find a good job, and that’s it." [Interview 4] 

"R: We, when we married, he didn’t have a job. And then, that year, when I gave 

birth, he started working here with Latifovic, he worked a little. And then, he worked, 

he went to Belgrade (n.b. from the respondent’s village). He worked there, like, that’s 

also the company from here, but they carry out the work there, everything in 

Belgrade. He worked for about four years. So approximately, three, or four years. And 

there he run into that, like, that job for abroad. And then, what, how…I said, Tomica, 

you have to risk it once, if it is already offered to you, you know we need it. Because 

here, we could live, but again, he’s like the only child, and there is his mom, one thing, 

another, come on...We didn’t have almost any conditions for life. There, where his 

mother is now. And then, if you already want to have a family, you have to do 

everything, to build a house or by an apartment or something that is secure for the 
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family, you can’t just, in one room, wait for a whole life. This is the sixth year for 

him.“ [Interview 12] 

Once a person makes a decision to emigrate, it is not unusual to change several 

destination countries. The main rationale for this mobility lies in the fact that a 

migrant continuously searches for better earnings or cannot find a permanent job. It 

is rarely caused by private reasons. Moreover, in some cases, workers are employed 

on a project basis, therefore, the employer sends them to different cities or countries 

where contracts are provided. 

„R: He works for a Croatian company that sends workers abroad. Currently he works 

in Germany, but before that he worked in the USA, Italy, the Czech Republic, Poland, 

Slovenia, even in Kragujevac." [Interview 2] 

„R: He is now in St. Petersburg. He was in Moscow and, also, what was the name…, 

he was in different cities. 

I: Okay. But he changes the cities because, he loses his job in that city? 

R: Because of a completion in one city, when one project is completed, he goes to 

another, and so on.“ [Interview 5] 

"R: Well, we cover it (n.b. house renovation) with our income. That’s why it’s not 

finished yet. His sister lives in Luxembourg so he occasionally goes there to work. He’s 

been to Austria recently, to paint and renovate some house. He has a friend there." 

[Interview 3] 

It can be noted that majority of migrants go abroad for economic reasons. Some of 

them lost their jobs and cannot find another ones in Serbia; and some of them are 

seeking better opportunities in foreign countries. Even though recent academic 

literature worldwide and national media have drawn special attention to the 

problem of the brain drain and emigration of the highly educated workers, our 

analysis implies that people with secondary education, i.e. qualified workers, are 

mostly prone to look for the business possibilities outside the national borders. As 
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reported by our respondents, the remittances senders, in the case of males, are: 

welders, electricians, truck drivers, painters, construction workers, etc.; while in the 

case of the females, their occupations are: cashiers, caregivers, administrative staff, 

etc. 

"I: Why did she leave? 

R: What do you mean „why“? There’s no work… Where would she find a job? 

Everyone works for minimum wage. The guy that works for the boss says the job in 

the shop the boss says something is missing, fire them, don’t pay their wages, doesn’t 

pay into the pension fund. So then what? You go off for two three months, work for 

one, then the other, a third and you have nothing. If he would only give it to you but 

this way no one, no one. That’s why she went – for the work. Nothing else …" 

[Interview 9] 

"R: Well, he left because he earns more abroad than he did here.  

I: Did he maybe lose his job here? 

R: No, he left because he earns more abroad.  

I: So, he simply left his job here and went to Austria to work? 

R: That’s right." [Interview 10] 

"I: Now, ok. You said dad had lost his job, and then he left. 

R: Yes, yes." [Interview 5] 

Regarding women emigrants, besides jobs, also marriage and family matters are 

prominent reasons to depart. Several interviewees claimed this cause for emigration 

of their female relatives, whereas no one offered that explanation for the departure 

of the male family members.  

„R: She left in ninety-nine. Her husband went there first, so then she followed as his 

family. He was the first one to go. Then she joined him through family reunification. 

And she had a desire to leave the country and go live anywhere else." [Interview 6] 
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"I:  So, she’s been living there for 50 years. Why did she move to Germany?  

R: She went there because she got married.  She has one child with her first husband. 

It’s her eldest daughter, she was born in 1972. Then they got divorced, so she was 

single for a couple of years. Then she met that German and got married to him. She 

took her daughter with her to Germany.“  [Interview 8] 

All respondents stated, no matter of the reasons for the emigration, that they made 

joint decision for the member to depart. However, their perception of the living 

conditions abroad varies from case to case, but usually emphasizing that family 

member struggles in the foreign country and that they feel downhearted for that. 

According to interviewees, the life abroad implies long working hours, living in 

particularly small spaces and in a community of strangers whose company cannot be 

chosen or avoided. 

„I: So, basically, you made that decision (n.b.for him to emigrate) together?  

R: That’s right." [Interview 3] 

"R: I wouldn't wish it on my worst enemy. Those who are forced to leave endure 

hardship. Let them leave, but they shouldn’t stay there. They should come back. And 

is it so great out there – well, it’s not. It’s a tough life. Let’s leave the highly educated 

people aside." [Interview 15] 

"R: He used to live, used to work near Vicenza and he had a roommate there in a 

miniature room. A room about this size, and that room had a bed, a second bed and a 

small kitchen in one corner and the door to the bathroom and that was it. You get no 

personal space, none. I mean it was really terrible. Now he’s renting an apartment 

with a roommate and that roommate is in the living room, he leaves on weekends, 

he’s from Croatia and goes home for the weekends because it’s close. Father is in that 

second, like, bedroom and they have a small kitchen and what have you. I mean it’s 

better than where he used to live." [Interview 13] 
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"R:  First you don’t know who you live with. Maybe that…, for example, you are in an 

apartment with three, or four persons, you are not alone. Is that person, you don’t 

know, mentally ill, you don’t know who you are with. First, you have to handle that. 

Then, generally, ok food, more or less, you can eat nicely there and all. But you go 

early in the morning, they begin at six, they start working from seven, they return at 

seven in the evening. Yes, so, they work, really. The work for ten hours, but they count 

twelve, the trip… So you need to come to work on time. Then always in return you 

have to stop by and buy the food, one thing, another… For example, nothing works on 

Sunday. You have to, like, provide everything for Sunday, Monday. And a little, that 

mental separation, maybe, he says, he wasn’t bothered first year, and the second, 

and somehow, it’s harder for him as the time goes. No matter how strong you are, 

stiff, you are… It catches you in life." [Interview 12] 

The previous notion is especially visible when it comes to the question how often 

they see each other – remittance receivers cite that the bad conditions of the 

accommodation of their remittance senders are the main obstacle to visit them or to 

see each other more frequently. Moreover, it is clearly observable from all listed 

typical statements that family suffers significantly from the separation caused by the 

emigration of a member, which is perceived to be only partially compensated by the 

higher income that family obtains.  

 

6.3.2. Remittances amount and the structure 

 

The size and the frequency of the remittances  

Even though the question on the amount of money that individual or the household 

receives is considered to be sensitive by its nature, all respondents, after we 

explained the subject and terms of our study, were willing to reveal the amount of 

the funds that they receive from abroad. Most of them receive money in Euro 

currency, while some of them receive it either in US dollars (USD) or Canadian 
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dollars. The participants did not mention any other currencies. With regard to the 

size of the remittances, it is noticeable that emigrants to the USA send the amount of 

200 USD, which appears to be the amount which qualifies them for some tax 

exemption. 

"R: Two hundred dollars." [Interview 1] 

"I: But, could you give me a rough estimate of the amount?  

R: Well, let’s say 300-350 euros." [Interview 2] 

"R: Well, the amount varies depending on how much I earn and how much we need 

that particular month. But, roughly speaking, she sends me 500-700 euros a month. If 

she has some extra work, if she works overtime, then she sends more money." 

[Interview 4] 

"R: Let’s say a thousand euros.“  [Interview 5] 

"I: Ok. Now, could you tell me what that monthly income roughly amounts to? 

R: It’s miserable. It’s $120 a month." [Interview 15] 

"I: All right. And, how much money do you receive from Croatia on a monthly basis? 

R: 170 euros." [Interview 16] 

It is observable that the amounts of the remittance vary considerably from case to 

case. These differences are mainly owed to factors such as: the country where the 

emigrant lives; the type of job they perform; the overall family situation – how many 

supported members there are, the family relations (e.g. children or relatives), etc.; 

the life circumstances of the remittance receiver – e.g. whether they work or study, if 

they are employed; and the frequency of the payments. Only a few interviewees 

were able to provide the exact number that they receive on a regular basis, while 

approximately three quarters of them estimated amounts on average, given that 

they receive them irregularly. 

"I: And how much money does he send you, approximately, and how often?   
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R: It varies. He sends money every other week, or once a month… It depends on how 

often he gets paid. It depends on who they work for, because some employers give 

monthly pay, some pay the workers bi-weekly.   

I: And how much does he send you monthly? 

R: It varies from month to month. It’s not… 

I: OK. But, what would be the approximate monthly amount? 

R: I’m not sure, about 400-500 euros per month. Maybe more, I’m not sure.  

I: OK. Basically, he sends you 400-500 euros per month, on average, and you 

occasionally get more. 

R: Well, basically, that’s right." [Interview 10] 

"I: And how much do you approximately get from abroad?  

R: Well, we don't get approximately, we get exactly.  We get exactly two hundred 

euros, my brother sends it to me." [Interview 11] 

"R: Now that I have a job, he only pays for my tuition. That's a hundred euro a month, 

for college, but before when I wasn't employed, he would send whenever I needed it." 

"I: Was there some regular frequency to it, did he send money once a month or just 

when you needed it for something specific.  

R: Well, he sent it every time I asked for it. So... 

I: OK. How much, approximately? 

R: A month? One hundred for college and another hundred, hundred and fifty for 

me." [Interview 14] 

"R: It’s nothing that it used to be when I was at university and my sister was at 

university, he sent something every month then, let’s say some three hundred Euro. 

And then when I graduated, I started working and then he thought that was no 

longer necessary to send money to support me. It was like, I’m earning now, mother’s 
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earning... But, last summer we did the work, the window and furniture were changed 

things and he invested most of the money into it." [Interview 13] 

On the frequency of the remittance payments, majority respondents declare to 

receive them either on a monthly basis or corresponding to some specific occasion, 

such as: home visits of the family member, holidays, certain payment due dates, etc. 

More than a half of the interviewees claimed that family members provide them 

with some funds when they ask them for, but that is a practice that they try to 

evade. 

"R: He usually brings money to Serbia. He doesn’t send it, he brings it. Well, on few 

occasions he brought up to 1,500 euros a month.  And on average, he goes abroad to 

work once a year." [Interview 3] 

"R: She usually sends it once a week. She sends 200 euros, 100 euros. It depends on 

how much money we need. Sometimes I cannot cover some bill or some other 

expense with my earnings. Sometimes she doesn’t send anything for a whole month 

and then brings that money when she comes here, so we use it to go on vacation, or 

we deposit it in the bank." [Interview 4] 

"R: From Australia they send around one hundred and fifty euros for the maintenance 

of the grave four times a year. And aunt from Russia sends about five hundred euros 

twice a year." [Interview 7] 

"R: She sends it whenever I ask her to. She doesn’t send money regularly, but she 

sends it whenever I need it. 

I: OK. How often do you receive money from her, approximately?  

FR: Well, ten times a year, I think." [Interview 8] 

"R: Every three, four months, not that often.  We are not demanding it. There is no 

need. She lives alone there and works, there’s no one there to help her." [Interview 9] 

Despite the fact that respondents indicate „bank transfer“ as the most expensive 

way to receive the payments, it seems to be the prevailing method to do it. However, 
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it should be noted that when the mentioned way of payment is cited, it is in half of 

the cases followed by some other methods as well, comparing to the result that two 

thirds of the sample stated exclusively one of the methods. Two interviewees 

declared to receive a cheque by mail or money via the MoneyGram, which are the 

formal methods. 

Informal payment systems (bringing money directly to the family upon the return to 

the country or sending it through friends) are not dominantly presented and they are 

usually combined with some other ways of money transfers. However, respondents 

are reluctant to give up of them and to switch to the formal methods, even when 

they are offered incentives for that change.  

"I: If you were offered to get a voucher for health services for receiving money from 

abroad via bank, would you accept it? So, your husband would send you money via 

bank and in return you would get a voucher for free health services. Would you 

accept that?     

R: No.  

I: Why? 

R: I don’t know. 

I: Could you please explain?  

R: Well, probably because banks charge high commission for sending money to 

another country." [Interview 2] 

"I: So, instead of bringing the money from abroad he would send it via bank, in 

accordance with the bank transaction terms and conditions, and in return you would 

get a voucher for free health services. Would you accept that?   

R: I don’t think so.  

I: Why? 
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R: I can’t think of any occasion when I needed some extra medical services." 

[Interview 3] 

"R: I am already entitled to free health care.  

I: So, you are satisfied with the quality of health care you are entitled to currently, 

right? 

R: Well, that’s right. However, if I were not employed by the healthcare system, I 

would accept that offer, if it implies health services at some renowned private clinics. 

Why not?  

I: OK. So, you would accept such offer. 

R: Yes, I would gladly accept it." [Interview 4] 

"R: I’d rather stick to my usual way, because I don’t know if and when I would need 

the voucher. That’s how we all think, right?" [Interview 6] 

Besides money, the study participants report also to get products from their family 

member who lives abroad. Commonly, these comprise clothes and footwear. Clothes 

bought abroad are perceived to be of a better quality than those that could be found 

in the Serbian market; and yet the prices are cheaper, referring to the purchases on 

sales. 

"R: My wife usually buys clothes for us at sales in Italy. We don’t buy clothes here 

very often, only when we really need something." [Interview 4] 

"R: My sister sends clothes. And their aunt, their father’s sister. She lives abroad, so 

she sends clothes to the kids.“ [Interview 6] 

"R: I don’t buy clothes for myself. My sister sends me clothes from abroad. .. three or 

four times a year, approximately. Well, she sends me seasonal clothing. She’s just 

sent me a package of winter clothes, it should arrive on Thursday." 

I: Does she send clothes to other members of your family? 
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R: Yes, she does. She sends clothes to all of us. Of course, most of the things she sends 

are for me, but we all get something. Every time she sends clothes for me, the others 

get something, as well. 

I: OK. I guess that it is of great help to you.   

R: Definitely. 

I:  You all get clothes from her. Except for the children, they outgrow their clothes 

quickly, right?  

R: Yes, but we keep in touch regularly so she is up-to-date with their sizes. She always 

asks if they grew up. She always sends something for them, as well." [Interview 8] 

"I: Does your father send you clothes from Austria? 

R: Yes, he does, regularly. He has better taste in clothes than my mom does.  He 

brings us something every time he comes to Serbia, every two or three months." 

[Interview 10] 

"I: So, does a family member from abroad bring you clothes?  

R1: Yes, yes. Besides, I have two or three friends abroad who are literally providing all 

the clothes for me, I hardly ever buy anything for myself. A lot, in large quantities. I've 

just received some yesterday.   And I got a coat from my brother. 

R2: Well, I got some stuff from my brother-in-law. Since he moved to a warmer 

country, all the winter clothes he bought while he was travelling in Europe, I can 

consider them as something I got from abroad.  

I: OK. And how many times a year to you get stuff from your friends, your brother or 

brother-in-law, how many times a year do you receive clothes? 

R2: Once a year, let's say. 

R1: Often... Ana sends me often, Jelena sends, Mica buy things for me.  

R2: That's a few times a year. 

R1: Let's say once a year my brother sends me something.  
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R2: That's why I said once a year. Dule comes once a year.  

I: And the others, Ana and Jelena, where do they live? 

R1: Jelena lives in Vienna and Ana in Zurich." [Interview 11] 

In certain cases, technical equipment, toys and other items for amusement are 

included. This kind of gifts is predominantly related to the younger receivers of 

remittances. 

"R1: That’s right! He brings us clothes, besides the money. He usually buys clothes for 

children at sales. Once he brought a suitcase full of clothes for them. Our son 

practices kickboxing so he needs those protective pads, and boxing gloves, and other 

gear. 

R2: I bring the things they need at that moment.  When I was abroad for the first time 

I bought my kid a toy worth more than 100 euros because he was bagging me to buy 

him that toy for some time. So, if they need something... So, naturally, whenever I can 

afford it, I rather spend 100 or 200 euros on them than on myself." [Interview 3] 

"I: So you have a car, do you? 

R: Yes. My father bought it for me last year, for my birthday." [Interview 13] 

"R: He (father) sends fishing equipment. I got my Go Pro from him, I just got it with 

Wi-Fi, wireless over laptop and TV." [Interview 14] 

 

Structure of the household spending 

In our sample, the majority of respondents reported that they live in their own 

houses, which are usually inherited or bought with a long term bank loan (mortgage). 

They do not invest regularly almost any part of the remittances in the apartment 

arrangement or renovation, since they consider that to be either too expensive or 

the cost should be undertaken from the savings when occasion arises.  

"I: So, as you already said, it is your house? 
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R: We inherited it.“ [Interview 7] 

"I: Do you have another house, an apartment, real estate? 

R: No we don’t, just what’s here in the yard. I built it for years. My parents were there 

and all of us and children and now we the children are continuing, everyone is 

investing. That means years, we have been making this since eighty seven." 

[Interview 9] 

"I: This apartment where you live, is that yours?  

R: Not mine, it's my grandmother's. Ours." [Interview 14] 

The ones who decided to buy the properties emphasized that that would be 

impossible without remittances. In the process of determining whether the member 

of a family should go to work abroad, the possibility of buying own house played a 

significant role.  

"R: There we have built a new house, equipped everything and finished it. 

I: All that recently? 

R: All that. Well, we have moved in, recently, one month ago. 

I: One month ago? 

R: We built it in the previous three years." [Interview 12] 

"I: OK. So, how much would that be? 

R: About 1,300 euros.  

... 

I: OK. What kind of loans are these?  

R: We took out two mortgage loans.  

I: Did you buy an apartment?  

R: We bought two apartments, one for us and one for our daughter.  

... 



253 

I: OK. How do you finance housing repairs and maintenance? Have you had any such 

expenses? 

R: Well, I guess that my husband takes care of it.  

I: So, your husband sends you the money for housing repairs" [Interview 2] 

"R: I bought it in 2008, when I returned from Canada, after I retired. I didn’t want to 

live there, I wanted to live here, in the countryside; I wasn’t born there, I was born 

here, in Serbia." [Interview 15] 

The largest part of the household income goes to food and utilities. Respondents 

estimate to spend from 40% to 70% on food which they buy in supermarkets for 

their everyday needs. This finding is not related to the household size or type, which 

draws our attention to the fact that most of the families (households) would be even 

more vulnerable if they did not receive the remittances, given that they could not be 

able to meet their basic nutritional needs. Smaller part of the sample can afford to go 

to restaurants to have a meal, but they rarely do so, due to non-financial limitations 

– finding a babysitter, having appropriate company, etc.  

"I: OK. Good. And how much do you spend on food? Is it a big item in your household 

budget? 

R: Well, I think that we spend most of our monthly income on food." [Interview 10] 

"I: OK. And where would you say most of your money goes? 

R1 and R2: On food. 

I: How much would you say you spend on that, generally speaking? In percentages.  

R1: Eighty percent. 

R2: Eighty percent, for sure. 

R1: Maybe a bit less. Well, you can calculate it, Igor.   

R2: Well, all right, less than eighty, but over fifty, for sure." [Interview 11] 
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"I: On what do you mostly spend the money that your parents and your sister send 

you?    

R: On food." [Interview 6] 

By the rule, families in the rural areas grow their own food and raise cattle and/or 

poultry. Nevertheless, they still claim to spend a lot of income on food. 

"I: Do you grow your own vegetables or fruit, or do you maybe keep cattle? 

R: We keep pigs and hens, for food.  

I: OK. Do you spend a lot of money on food? 

FR: Yes, we do. 

I: How much do you spend on food? 

R: More than a half of our income goes on food. Though, we don’t buy meat because 

we keep pigs and... But, regarding other groceries..." [Interview 8] 

"R: Well yes, we have goats, for example, we do some farming, that complements 

each other." [Interview 9] 

"I:  And for the food, do you have something your own, I mean? 

R: Well, I have. Like, meat. Always, yes, the father has. We also have, for example, 

our flour, too. 

I: Fruits, vegetables? 

R: Yes. He has all that. He has, he has all that. And winter stores, everything like 

that... We don’t have milk. We don’t have milk, cheese, no. 

I: And again you spend a lot of money on the food?  And how much do you estimate, 

do you spend a half of the money, less than half? 

R: I can say it like this. Approximately, for a month, I spent maybe, twenty thousand 

dinars.  That much, honestly." [Interview 12] 

"I: And as for... All right, food. And do you have some food, of your own I mean or? 
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R: Well, vegetables and fruit mainly. I mean during the summer and in autumn, we 

have some from the village, my grandfather and grandmother live in a nearby village. 

So from there then. We get some groceries and what we don’t have we buy." 

[Interview 13] 

"I: And do you have your own food? I mean, do you have to buy everything or do you 

grow something?  

R: Well, we have a garden. Vegetables, fruit. We use the vegetables. We have some 

chickens. We have five sheep, over there. My son keeps the sheep. He likes them. 

That’s for our own use." [Interview 16] 

In addition to food, payment of utilities appears to absorb great share of the family 

earnings, both in the rural and the urban areas. Utilities cover a range of different 

categories, usually pertaining to the communal and communication services, which 

are paid on a monthly basis. The most cited are bills for: electricity, water, heating, 

Internet, telephone and cell phone.  

"I: So, on what do you spend the majority of the money your husband sends you?  

R: I spend it on bills." [Interview 2] 

"I: Tell me, on average, what do your monthly expenses look like?  

R: Bills and food." [Interview 6] 

"I: What is the biggest item in your monthly household budget? 

R: Well, I think that the bills constitute the biggest item in our household budget. 

That’s right, the bills for electricity, water, other utilities, Internet and stuff like that." 

[Interview 10] 

"R: What can I do, I have to pay the bills. I spend half of it on the electricity, telephone 

and water bills, the utilities. Then I have to buy something for him, clothes, shoes…for 

all of us." [Interview 16] 
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Aiming to investigate the exposure to vulnerability from the point of view of the 

health status, participants were asked to estimate the costs that they pay due to the 

health issues. All of them responded that they used public health institutions and 

went to a public doctor, since their health insurance cover this type of medical care. 

The same system is used for the children in the family and for the adult household 

members. All but one declared good medical condition and that there is no need to 

visit a doctor frequently nor to pay for any medicines regularly. In line with that, they 

do not detect medical costs to be important part of their monthly spending, which is 

also in line with their refusal to obtain the medical voucher if they would switch from 

informal to formal methods for remittance receiving. However, according to one of 

the respondents, her son is developmentally delayed and suffers from severe hearing 

problems, but he cannot get needed help from the public institutions, while they 

cannot afford to treat him in private medical institutions. Furthermore, people living 

in the countryside seem to be more at risk of not receiving proper medical services, 

due to the lack of medical infrastructure. 

"I: You’ve mentioned that you suffered a stroke last year. 

MS: Yes. When I came back from the hospital, I was using so much medication that I 

spent all the money in two months. But, I managed, somehow.  

... 

R: I am also a diabetic. I take insulin both in the morning and in the evening. What 

can I tell you – it’s a disaster. 

I: Yes, that’s really...Ok, so financially – you spend a lot of money on medication? 

R: Yes, on a regular basis. Although they have reduced the insulin by fifty per cent, I 

believe. I used to spend a fortune on that." [Interview 15] 

"I: And do you spend a lot on medication? 

R1: Well, yes, that too. We buy the medicine each month. For my father. 

I: Because, you said that the hearing aid... (n.b. for a son) 
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R1: The social service wouldn’t pay for it, they refused. 

R2: Old people there have all the medication they need and they lead comfortable 

lives. And that’s the most important thing. We don’t have that here. The dispensary is 

three kilometres away. He can’t go to the doctor. There are no means of 

transportation. He can’t go on foot. Even if he weren’t ill or old, like me. We usually 

wait for someone to drive us to the doctor and take us back home. That’s it. And the 

medication is expensive. You can’t get them. And the clothes... That’s what’s killing 

us. Here. Otherwise, we get by. The worst, as I have said, are the drugs and the 

clothes..." [Interview 16] 

R: I recently had a blood test done for my thyroid, since public institutions don’t do 

that.  

I: OK and how much was that? 

R: Two thousand dinars. 

"I: And did you perhaps cover that with the money that came from abroad or from 

your own salary? 

R: Well yes. My mother was there so she gave me the money for the tests." [Interview 

6] 

Concerning other cost categories, they mostly refer to the children’s necessities, 

transportation, clothes, vacations and hobbies. Approximately half of the 

respondents stated that they can afford to go to the vacation once a year for a week. 

The listed destinations for holiday pertained to the domestic spas, mountains and 

Montenegrin seaside, indicating either lack of finances or the will to visit some more 

distant and expensive destinations. Depending on the interviewee’s stage of life, the 

spending can also include certain items that relate to some specific activity or a role. 

"R: I spend most of the money on food, books, exams and other student stuff." 

[Interview 1] 
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"R: We have a granddaughter so we spend on her.  We buy her toys and whatever 

she needs." [Interview 2] 

"I: And what about your kids? Do they go to language courses or music school?  

R: Now they don’t any of that. For financial reasons.  

I: So, before they did those things, but now it’s financially prohibitive.  

R: Yes. Yes.  

I: Do they go to school trips? 

R: Yes, they do.  

I: You can afford that? 

R: Well, their father pays for that mostly." [Interview 6] 

Having a car is often perceived to be a luxury, while costs of the public transportation 

in the bigger cities are not mentioned as a significant participant in the family’s 

budget.  

"R1: Your car is a luxury. That is a luxury, excuse me. 

R2: Car? 

R1: Yes. 

R2: The car isn’t a luxury. The car is a necessity, woman.  

R1: You don’t say husband, do you. 

R2: No, I don’t say. I’m talking. Where is that luxury car? 

R1: You’re wrong. They are a luxury.  

R2: But I don’t have a car… 

R1: I don’t see where I should ride in a car. That means it’s a luxury. 

R2: It is not a luxury." [Interview 9] 
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"R: And the transport also. I remember when I drove Saki to school, that also. I drove 

him from here to Krusevac. I don’t know, monthly, we spent around twenty, maybe 

more thousand, for sure, only for the fuel. 

I: Do you have your own car? 

R: We do, like, have our own. My father has a car, I have also, my husband left it for 

me." [Interview 12] 

"I: All right. And did he also, I mean fuel costs money, registration, what have you... 

R: So OK, I do that myself. It’s enough that he bought me the car I guess. 

I: Yes, yes, of course. What I want to know is how big that expense is for you? 

R: It is an expense. It costs. You don’t even feel how easily you spend money on fuel. I 

always used to ride my bike everywhere and then suddenly like I had more money 

then and now it’s like I’ll go by car, I’ll just hop over there and the money’s gone. I 

mean a lot goes for that and I decided to go back to riding a bike again." [Interview 

13] 

In support of the last statement, it should be noted that households adjust 

constantly their spending to the current situation, by planning their larger purchases 

and budgeting on certain products. 

6.3.3. The impact of the remittances on the vulnerability 

 

The receiving of remittances plays a significant role in the respondents’ estimation of 

their position and overall exposure to financial uncertainty. Almost unanimously they 

agree that their situation will significantly aggravate if the payments from abroad 

stop to come and that without them, they would not be able to cover even 

existential expenses.  

"I: How do you manage to…? Is your total monthly income sufficient to cover all your 

monthly expenses?  
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R1: No, definitely not. 

R2: Definitely not. Some unforeseen expense arises every month. Weddings, 

baptisms. I was best man at many weddings, and I have a lot of godchildren. For 

example, this year I was godfather at two baptism ceremonies in four days. It was a 

major blow to our budget. And then it takes months till we get back to where we 

were financially.  

I: OK. So how do you manage to cover all these expenses if you, as you said before, 

can barely scratch a living sometimes? How do you manage to bridge that gap?  

R1: Well, we put off the payment of some bills till the next month." 

... 

R1: We took out a loan three years ago, and we are still repaying it.  

R2: Maybe more than three years ago.   

I: What kind of loan is that? Why did you take it out?  

R1: We took out that loan to pay our outstanding electricity bill. We are still paying it 

off.   

I: How much money did you take out? 

R1: We took out a loan of 80,000 dinars. We’ve repaid a half of that amount. The 

maximum loan repayment term was two years. Clearly, the term expired, and we are 

still repaying the loan." [Interview 3] 

"R: I haven’t done any remodeling, but we had a small fire. So we had to repaint 

everything and had some repairs. So I didn’t really do remodeling in a classic sense of 

the word, but more because it happened and we had to make it functional again.  

I: So how did you finance that? 

R: I got some help from my ex-husband. And something came from my mother, too.  

I: How much was that approximately?  
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R: Well, I don’t know. My washing machine broke at the time, so he bought me a new 

one. And my mother paid for the painting. Painting of the half of the apartment was 

around hundred plus euro.  

I: That’s a really shock to the budget. 

R: Oh, yes.   

I: Unforeseen expense. And do you think you would’ve been able to finance it without 

their help? 

R: I doubt it. But even if I have some money, it’s because one of them sent it to me. 

Otherwise I..." [Interview 6] 

The further analysis demonstrates that remittances in the recent period helped 

receivers to overcome mainly three sorts of unexpected events: the loss of the job, 

payments for funerals of the close family relatives and the payments caused by the 

accidents which happened in their homes – fires and floods.   

"R: Well, I lost my job four years ago. I worked in a shop. It was a book store. I worked 

as a cashier.  

I: OK. And, why did you lose your job? 

R: Well, they closed the store.  

I: Well, I guess it came as a financial blow to you? 

R: Of course. I had a regular salary and I had my social security contributions paid. 

And it’s quite difficult when you don’t go to work, when you have to spend all day at 

home.  And you don’t have any income." [Interview 2] 

"I: Your income. So, that’s that. And, have you taken any other loans recently? 

R: Yes, I have. It’s due in March, 75 thousand or something like that. I took the loan 

about two years ago, when I renovated the house. 

I: All right. It’s a nice, big house. 

R: It is big, but it was run-down, so I had to renovate it." [Interview 15] 
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"I: Good. Have you suffered any sudden financial blow in the last five years? 

R: Yes, we have. My grandmother died six months ago.  

I: OK. And it came as a financial blow to your budget, right? 

R: That’s right. She was my father’s mom. 

I: OK. Did he cover the cost of funeral? 

R:  Yes, he did. 

I: OK. And if you suffered a sudden hard financial blow, which implies some natural 

disasters, loss of job, and similar events, would he be able to send you more money 

than he does now to help you overcome the crisis? 

R: It all depends on his earnings, that is to say on how much work he gets.  

I: OK. So basically, it doesn’t depend on him but on some external factors. 

R: That’s right." [Interview 10] 

In line with the last statement, some respondents are dubious whether their sender 

can provide them with more money in the case of the financial shock. They do not 

have doubts relating to the willingness of the emigrated family member to send 

them larger amounts, but they appraise that sender‘s economic condition does not 

allow them to increase the remittance level.  

"I: Did your husband start sending you more money when you lost your job?  

R: No, he didn’t because we had already started paying off the loan for our 

daughter’s apartment (n.b. about 1,300 euros a month). 

I: So, basically, a part of the money he sent went on the loan repayments. And, 

assuming some similar financial blow occurred now, would he be able to send you 

more money than he does currently?  

R: I’m not sure about that. I doubt it. 
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I: It would be hardly possible. His income wouldn’t allow that, right? OK. What is your 

monthly pay at the moment? 

FR: I don’t earn anything at the moment because I’ve just started working." 

[Interview 2] 

 "I: OK. And if something similar happened again, would your wife be able to send you 

more money than she does currently? What do you think?  

R: No, she wouldn’t. 

I: So, this is the maximum amount she can send you." [Interview 4] 

The subject statements are comprehensively emotionally coloured, emphasizing the 

importance of the remittances and gratefulness to the member who provides them 

with the income. Moreover, they highlight the value of the awareness that they can 

obtain additional funds if the necessity arises, even if they are not sure whether they 

will accept or ask for supplementary amounts.  

"R1: We get exactly two hundred euros, my brother sends it to me. Exactly. But 

whenever more is needed... 

R2: He sends more. 

R1:  If that is for summer vacation or something. Whenever my mother asks for more, 

he sends. He sends money to our mother to go to the seaside. To buy firewood and 

such.  

R2: But those are all small things, I think. 

R1: Small expenses. But even if she asked a lot more, he would give it to her, of 

course.  

R2: In case of any unforeseen situation, he would really give money for it...  

R1: And more than that, yes." [Interview 11] 

"I: And when there were some unplanned expenses like, for example, work on the 

house like last year, is he willing and can he invest in that? 
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R: Yes, yes he does. Yes, yes, yes. He wants to invest but he took out a loan over there. 

I: All right. 

R: The two of us (n.b. mother and the respondent) didn’t … 

... 

I: When he gave the money to fix that, the sewer, basement or what have you, was 

the house owned by him and he simply had to pay? 

R: He didn’t have to but he was tired of it because he was here when it happened 

once. Mother and I dealt with it every time. He was here once and saw how terrible it 

was and that one of the use could have been killed by electricity down there." 

[Interview 13] 

"I: You said for the dental work you had done, you paid from your salary, right? 

R: From my salary, it was enough. 

I: OK. Let's see. And can you count on the money from abroad for those things as 

well? 

R: Yes. 

I: OK. Yes, ok. So, in case you had a negative financial shock, if you were to lose your 

job, or anything like that, could you count on that money you receive from abroad to 

increase? 

R: Yes, yes, of course. 

I: How much approximately? Or by how much? 

R: Whatever is needed, it's enough, it's some one hundred euros for college and 

another hundred and fifty on top of that. Hundred and fifty to two hundred, so that I 

could... 

I: Additionally. 

R: Yes." [Interview 14] 
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„I: Okay, I mean, if something inconvenient would just happen? 

R: He probably would. Because he saves a part of money for himself, I mean just in 

case, but also he does not spend it all, some part of it he probably leaves aside. So he 

would probably send that." [Interview 5] 

The interviewees believe that the level of their financial vulnerability would be 

significantly higher without help from abroad. It is interesting to notice that 

respondents only cited a sister or a brother in this context, indicating that they are 

the persons who they can rely on mostly. One of the respondents also mentioned the 

parents, as the additional „safety net“member besides her sister. 

"I: Do the funds you receive from your brother, from abroad, help you?  

R1: Of course. 

R2: Yes, of course. If it weren't for those fund, we would probably be below the 

average. 

R1: It gives us some security, because it's certain. Everything else is uncertain and 

unreliable, but not this.  

R2: Yes, unfortunately, that is the only thing that is certain. So, this is the only 

certainty we have. 

R1: The only certainty." [Interview 11] 

"I: Does your sister send you any money?  

R1: No, she doesn’t. 

I: No.  

R1: She usually doesn’t send us any money. We shared the cost of the gravestone 

when our father died. I don’t want anyone to send me money. Thank God, we are not 

in such a difficult situation. But if I needed money and if I asked her, I’m sure she 

would help me.  

R2: Yes, definitely. 
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I: So, if you had some sudden financial blow you think you could count on her help.  

R1: I’m sure she would give me a thousand euros anytime.  

I: So, you have someone to count on. 

R2: If some large unexpected expense arose, if we were facing some serious financial 

difficulties, she would definitely help us." [Interview 3] 

Furthermore, it can be concluded that the receivers of the remittances are reluctant 

to ask for more funds, mainly having in mind the inconvenient position of their 

emigrated members. It appears that they would exercise all other available options 

before they opt for that solution.  

"I: So they (godparents) can give you more if something bad is happening to you? 

R: Yes, yes. 

I: And can the aunt help more if … 

R: If we ask, she would. And we do not really ask." [Interview 7] 

"I: And what do you think now, if something happened, like your car getting towed or 

a fine or something like that, could she maybe send you a little more? 

R: She could, but I wouldn’t ask her. 

I: You wouldn’t ask her. 

R: I’ll manage somehow, earn something, borrow and then pay it back." [Interview 9] 

"I: OK. Could you make an estimate from which country you receive more money, 

Canada or Republic of Srpska?  

R: From Republic of Srpska, because it’s my parents, you know. I try not to ask too 

much of my sister, only when I really need it. Because she has her own family as well. 

Whereas your parents will always help you." [Interview 6] 

It is observable that respondents feel protected and safer due to funds from abroad, 

however they perceive the hardship that remittances indirectly assume, and 
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therefore regard them as the inevitable, and yet not the optimal source of the 

income. 

 

6.3.4. Perceptions of migration 

 

Migration is generally perceived to be a necessity either in order to earn for living 

costs of the family or/and to ensure certain level of living standard. The terms usually 

related to migrations are: job, money and work, which signify financial reasons for 

individuals to depart. In the same sense words “opportunities” and “position” can be 

interpreted, implying respondents’ strivings to ensure better future for their families 

(given that terms: children, kids, family and husband have found their places in this 

list) and for themselves. Interesting enough is the fact that terms “leave” and “stay” 

are equally represented in the respondents’ answers, manifesting rather ambiguous 

attitudes of the participants towards migrations. The salient position of the word 

„better“ could be misleading without further analysis, because it was quite often 

used in the negative manner, such as: „the life abroad isn’t better“. 

Even though migrations are comprehended dually, both as the opportunity and the 

burden, most of the respondents discern them with the negative connotation. They 

think that it is quite harmful for the family, both for staying and going members. 

"R: I’m not sure about Serbia, but I think that it’s not good for family.  Well, first of all, 

children suffer a lot at the beginning. And then children and parents drift apart, and 

the spouses drift apart. It’s not good for family at all." [Interview 2] 

"R: I think that is not good. I mean, however hard it is here, if you leave it gets harder. 

I think that people should not leave. Well, it’s good for society and that means that 

it’s maybe better for them at some point. I mean, the country is what it is but, I don’t 

know, it seems that maybe, I don’t know. It’s a painful topic. Here’s a clear example. 

My grandmother and grandfather live in a village and their daughter, my mother’s 

sister, lives outside the country. And she’s suffering because she’s there, separated 
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from them. She has a daughter here who has her own daughter, she’s separated from 

them, separated from her parents, separated from all her people so she can go there 

to do some simple, stupid job. And, like, she is helping them here but, I don’t know, I 

think she could find some way and be here. So she’s all alone there, working for some 

people, tending to their dogs. Those people own hotels, she’s in Germany. They own 

hotels, they have no children, they have these two dogs and she is slave to those 

dogs. She is like... I don’t know... she has to make special food for them, she has to do 

this and do that, it’s somehow completely humiliating. I mean, there’s no shame in 

doing anything as long as it’s honest work and that’s OK, but she could also work 

here, true for less much less money, but still..." [Interview 13] 

I: But, people should come back, don’t they? 

MS: Well, with a pension of some sort, a man could help his family financially, even if 

he stayed abroad. There are many people, many young people who left straight after 

graduation. I have a friend from Canada, he’s a next door neighbour. His son studied 

electrical engineering here. His daughter studied pharmacy, or something like that. 

He...I don’t know, he went to a business college of sorts. His wife was a doctor here. 

Both of his children have left. They could not find a job and so he said: ’’We’re off’’. 

Goodbye. His sister followed him soon after. Now they’re alone, just like me. It’s not 

easy, but... He didn’t attend his son’s or his daughter’s wedding, he would not spend 

the money. They need the cash, simple as that. They got married, but what can you 

do." [Interview 15] 

With regard to the influences that migrations make on the emitting country, 

respondents are unanimous in their opinion – it brings negative consequences. In 

addition, some of them quote that emigrants sometimes are not aware of the 

situation abroad and that work in the foreign countries is usually perceived to be 

better than it is actually in the real life conditions. 
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"R: Migrations are not good for Serbia. But those people who leave really sacrifice a 

lot for their families. Like my father, he was without his family for a really long time.  

A long time... What is one month a year, that's nothing, so... 

I: But you think that in general that's not good for Serbia, for our best people to be 

leaving... 

R: It's not. I was there too, I went to work and there were a lot of Serbs and Bosnians 

mostly. And it's hard for everyone, they are all complaining, it's no paradise over 

there. 

I: So in principle, you feel it would be better if they stayed here, if they had the 

opportunity to stay here and find good jobs, right? 

R: Yes." [Interview 14] 

"R1: There is that poem that says – „Stay here!… The sun that shines in a foreign 

place, will never warm you like the sun in your own“. Have you ever had a chance to 

feel what it’s like to be a Serbian in Luxembourg or in Germany? I think that the 

people who live in the West are so empty and cold. I mean, it’s horrible. Migrations 

are good only from the financial aspect.  

R2: He was very disappointed when he went there for the first time.   

R1: It’s horrible! Horrible! 

I: Did you have a chance to spend some time with Serbian immigrants to those 

countries?  

R1: I spent time with both Serbian immigrants and the locals and I didn’t like it at all." 

I: OK. So, in general, what do you think, is it good for our country that people from 

Serbia go abroad to work?  

R1: Well, it can’t be good. It’s not good for the country. 

R2: It can’t be good. As you said, educated and competent people leave Serbia. Of 

course it’s not good. But it’s probably good for them (for the receiving country). I 
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have never lived abroad. Actually, I stayed with my friend in Salzburg for ten days. 

That’s not a life! She starts working at eight in the morning and comes home at 11 

pm because she works at three jobs. Then she comes to Serbia for ten days and 

pampers herself with everything she didn’t have time to do in Austria. She has her 

hair done at the hairdresser’s, and she goes to nail salons for manicure and 

pedicure." [Interview 3] 

Nevertheless, the majority of respondents highlight that living conditions in Serbia 

need to be changed urgently in order to reverse the trend of migrations and to 

encourage young people to stay in the country.  

"R: Well, I think that young and educated people should stay here.  But they cannot 

make a comfortable life here. So they have to hit the road, and try to find a better life 

in some other country. It would be better if they stayed here." [Interview 8] 

"R: This is a free country, and everyone should live where they feel comfortable. There 

is one saying that goes – fools live where they were born, and wise people live where 

they feel good. Everyone has right to look for a better life. Now, this country needs to 

provide the necessary conditions for people to stay here, to actually want to stay 

here. So, maybe one day, if things improve here, some foreigners will come to live and 

work in Serbia, just like Romanians and Bulgarians did. Otherwise, nobody will want 

to stay here.  

I: But, in general, is it good for the country that people go abroad to work? 

R: No, it isn’t. It’s a needless waste of money. You invest in somebody’s education and 

eventually they leave. It’s a bad investment." [Interview 4] 

Young and highly educated interviewees are pessimistic related to the possibilities 

for this alternation to occur. It is substantially worrying that they mostly assess 

national circumstances to have declining trend, leading to even worse condition than 

it is perceived to be at the moment. However, they state their willingness to stay, 

despite their unsatisfactory current situation, if they evaluate that positive changes 
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will take a place in the near future. It is also noticeable that young people become 

distinctively emotional when speaking about subject topic.  

"R: Well, in general, it’s a serious problem because we don’t have institutions that 

would support those people. It depends. Wide generalizations are made about this 

issue. I think that only a small percentage of people leave Serbia because they don’t 

like it here. It’s more about the opportunities offered abroad. After all, it’s a 

systematic problem, and until it’s solved here, people will keep leaving.  I’ve noticed 

that people are quite disappointed. I didn’t have that impression five years ago, you 

know, people often talked about where to go, how flee from Serbia, but I had the 

impression that most of them wanted to stay here. But it’s different now, people are 

disappointed. And regarding that positive aspect of migrations that you mentioned 

before, this disappointment could be a big problem because if people who leave don’t 

have the vision and faith in this country, eventually they will cut the ties with those 

who stay here.    

I: You think that people’s disappointment with the system is the major problem? 

R: I do. I have the impression that the mass migrations that occurred in 1990s are 

repeating, though at a lower rate. It was horrible, like a humanitarian catastrophe. So 

many people left the country, most of them didn’t know what was going on, they left 

and the opportunity to stabilize the country and make… 

I: … make some changes, some improvements, was lost.  

R: It was horrible back then. I don’t know what’s going on now, what the statistics 

show, how many people leave the country and how many of them return." [Interview 

1] 

R2: Yes, the system. The system of values and the justice system, it's all distorted. An 

intelligent man told me yesterday, a college professor, that everyone here is used to 

doing things underhandedly, so we are left with only dishonest people. And that's 

why intelligent people are leaving. I mean, you can't have someone with PhD working 

for a monthly salary of sixty thousand dinars.  And then what can we mere mortals 
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look forward to? To work in some company for twenty thousand a month, some work 

for even less.  

R1: No, you don't see a future for your child.  

R2: Mostly because of the child. 

R1: I am really sorry that so many people are leaving. I am really sorry that that is the 

situation, but that's what it is.  

R2:  But unfortunately, as long as we live in the system such as this one, it's the best 

solution for the young people. Anyone who has any brain... There is no hope for a 

future here. Nobody can create a stable, mostly for the children, who knows what will 

happen in five years from now.  You can't guarantee your child a safe future.  Even if 

we put aside material things, you can always find some work to earn some money, 

but we are declining in all other areas as well. It's really incredible when you spend 

some more time abroad, in a country with some established order, how some small 

things can affect you. I saw it myself. Then you come back here and it's chaos in 

traffic, people pushing each other in buses, no manners. I always say, it doesn't take 

much to be a bit more cultured, it would be easier on all of us, but if you consider 

what we are being fed through television, it's a miracle we are even sane. And then 

we are surprised that everyone is running away. 

R1: Yes, you run because you want to protect your child from all those things." 

[Interview 11] 

When discussing migrations in the positive manner, respondents mostly mention 

economic reasons, such as: higher income, better opportunities to find appropriate 

job and better prospects for the children. 

"R: You know what? It’s better that way. Maybe it’s a good thing, if they can earn 

more money there. What can I say?" [Interview 16] 

"R: Well yes, both opinions are true.  Because those who leave, whenever they come 

back here, especially if they make a good living, spend their money here. Or they help 
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some of their family members. Well, regarding inflow of money from abroad, I think 

it’s bigger that way than what they would pay in taxes if they lived here. Because 

surely they spend more money when they come here or send someone, than what 

they would spend if they stayed... 

I: What they could spend here, considering the salaries in Serbia.  

R: Yes, that’s right." [Interview 6] 

"R: Well I don’t know, I now… Well I think it is not that bad to leave, if someone gets 

the chance. I tell to my husband that my kids, like. I would like them to go abroad, to 

tell you the truth. 

I: Ok. And what do you think is better? I mean, in relation to our situation? Why do 

you think the kids will be better off there? 

R: Maybe that employment, that is maybe better, because people have more 

opportunities to work, to earn money. But I know, my family, like, here, for example, 

one my niece, she has just enrolled pharmaceutics, first year, she has practice right 

away. And wherever she has practice, if she wishes, after she finishes the fourth year, 

she can stay to work. That is, according to me, really important. For the kids that 

want to work and that have some knowledge. " [Interview 12] 

Even though the migration process is considered to have more drawbacks than 

benefits from the social perspective, the large majority of younger participants in the 

study stated they are open to the possibility to depart and join family member 

abroad. Not surprisingly, the economic reasons prevail to all the other aspects. 

Female participants emphasize also that they would emigrate only if they can go 

there with their children, while otherwise, it is not the option. 

"I: Good. Are you planning to join him there, to move to Austria? 

R: Well, if I don’t get a job in my profession here, I will certainly try my luck in Austria.  

I’m studying to be a dormitory teacher.  

I: OK. So, if you don’t get a job here, you will leave, right?  
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R:  Well, I think that’s the best thing to do.  

I: OK. What about your sister? Is she planning to leave? 

R: I think that she’s more into it than I am. She is studying to be a nursery teacher. 

I: OK. Is she also hoping to get a job in her profession? 

R: Yes, she is. 

I: Is your mother planning to go with you?  

R:  She would join us most probably. I doubt she would stay here alone.  

I:  So, basically, if you decide to move abroad, the three of you will go there together. 

R: That’s right." [Interview 10] 

„R: I wouldn’t go without my children.  

I: You wouldn’t go without your children, right? And what prevents you from joining 

him now? 

R: Well, there are no available jobs there at the moment. You cannot just go. You 

need to have some secure job there. We cannot join him (husband) now, but maybe 

we will manage to do that in two or three years." [Interview 2] 

"R: Well, if we all, as a family got a chance, you know, a reliable offer to move abroad 

we would probably take it. He could move abroad first, but he would have to stay 

there for two years until he obtains the papers for us, and that’s a quite long period. 

And he wouldn’t be able to work there for a month and then come back to Serbia and 

stay here for two months like he does now. We would be together only when he’s on 

vacation. All in all, we are not considering this option at the moment. However, if we 

got the opportunity to move abroad together, as a family, we would take it." 

[Interview 3] 

"I: OK. And if you had the opportunity, would you go to Russia now? So, after you 

finished college, to work there?  

R: When I finish college, yes. That's the plan... 
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I: Yes, yes. Of course, and you would go where he is. You'd like to go there. For what 

reason?  

R: I don't know, I would go to work there for financial reasons. I wouldn't stay there 

long and I wouldn't leave the country permanently, I would come back after a few 

years. To provide a house for myself and so on." [Interview 14] 

Nonetheless, not only economic reasons play significant role in the process of making 

a decision to leave. Certain interviewees mentioned overall climate in Serbia, as well 

as the education possibilities. 

"R: Well, I do not know, okay, there are no jobs here, I mean. My dad left because 

here he lost his job and could not find the same job, and before he never wanted to 

go. But I also think that migrations are taking away those smartest people. I mean 

because they all go in search of something better, and that makes sense, because 

here… 

I: Would you consider going abroad? 

R: Well I certainly would because I'm looking to enroll master’s or whatever, but until 

now I was looking for a job and nothing. I was not exactly looking for, but again, I 

was watching something and nothing. Nothing... so I would certainly consider this, if 

some opportunity opens up." [Interview 5] 

"R1: All of our educated and intelligent young people have left. We are left with a 

country of... 

R2: Because, generally speaking, without intelligent people in the country, we can't 

really move forward. It's sad and pitiful. Anyone who's worth anything has left. And 

we are left with people who are either below the average or … And out nation is 

getting more stupid, it's awful.  

I:  And you two, who are young people, also educated professionals, you told me you 

were considering leaving.  

R1: Yes. 
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R2: Yes, yes, yes. 

I: So, do you think that this increased brain drain, do you think it's mostly the result of 

this economic situation?  

R1: Yes. 

R2: Mostly because of the economic situation. I mean in general, my opinion is that 

our society is in a poor state. This is a disaster. No one is protected.  [Interview 11] 

On the other hand, older respondents do not consider the departure and distinguish 

advantages that Serbia provides compared to foreign countries. No one of them 

expressed the willingness to join their relative or to experience living abroad. 

"I: All right. I assume you’re not planning to go to live in America? 

R: No, no. The Americans can come here to see how we live. No one has work here 

and everyone is living. That doesn’t exist anywhere in the world, only here. No one is 

working, just ten percent are working. Just the tricksters, cheating each other. 

I: All right.  And what is your general attitude towards migrations? In the sense of 

people going to work. There are two opposed views. Some think that... 

R: I think that is not good, not at all. Because everyone who went did not advance 

themselves. They went there and earned some money and that money is not worth 

anything over there, they can’t live on it there and then they come here and they’re 

like rich. They build houses and that’s all. I know several people who went to 

Germany, Switzerland, none of them lives better than the average Serb. Who in 

Germany has built a house like this at my age? I know a couple of people who have 

built three story houses, who live in France and have citizenship, brother. They built 

houses, they built in the 1970s, 1980s and in recent years with full high current 

power. And in my time it wasn’t the smartest who went, the people who knew 

nothing went, mainly the people who couldn’t do anything here, they went and 

earned money. They had that money and they invested the money in buildings and 

that’s all. There’s no easy place like Serbia." [Interview 9] 
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In general, it can be concluded that younger people are more mobile and ready to 

look for their employment possibilities abroad than older ones. Moreover, females 

are more dependent on the family situation than males when contemplating about 

their emigration. 

 

6.4 Conclusions 

 

The share of the households which receive remittances in total households, 

according to SILC data, in Serbia is very low: only 3% of the households (or around 

74,000 households) report receiving remittances. Female-headed households receive 

remittances more frequently, probably due to the fact that the male work migrations 

are more frequent. The probability to receive remittances is also higher among 

smaller households and households with fewer children. 

Remittances represent an important source of income for remittance-receiving 

households; on average, one third of their income. Although remittances are more 

important for the poor households (household income lower than the 60% of median 

income), for them they are two times lower, and thus cannot ‘pull’ them out of 

poverty. Additionally, low remittances are associated with the higher level of the 

vulnerability index on average. 

Descriptive statistics suggest that households which receive remittances are more 

vulnerable than those which do not. However, we observe striking differences when 

we split the data by settlement (rural vs. urban), the gender and the age of the 

household head. For rural, female-headed, and old-age-headed households, the ones 

receiving remittances are less vulnerable, while for urban, male- headed and 

working-age-headed households we observe the opposite: the ones which receive 

remittances are more vulnerable than those who do not receive them.  

However, the main question of our study is whether remittances work as a social 

protection, i.e. is receiving remittances the cause of lower household vulnerability. 
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Due to the simultaneous causality, in order to estimate whether the remittances 

have an impact on the vulnerability, we need to apply instrument variables (IV) 

approach. 

Due to the limitations of our data, we only had one instrument at our disposal: 

information on the share of the people living abroad in the total population, by 

municipality (data from the latest census). However, this instrument, although used 

many times in the previous research, does not seem to be valid when we analyse the 

overall data. Therefore, for the overall data we put more trust into the results of the 

one-stage model, bearing in mind that, at best, we can hope to establish a reliable 

association between the variables, although we are far from claiming the causal 

relationship16. 

Although the share of migrants has not proved to be a good instrument, the 

investigation of the link between this variable and vulnerability shows important 

conclusions for our discussion. Namely, controlling for other independent variables, a 

higher share of migrants in the municipality is linked with the lower levels of 

vulnerability.  The sign of the coefficient points toward the ‘brain drain’ scenario: 

people who live in the less vulnerable areas may be better educated and nurtured, 

and as the ‘best and brightest’ may have a better opportunity to migrate abroad and 

find good jobs.  

Returning to our basic question: the relationship between the remittances and 

vulnerability, due to arguments presented, we decided to use the one-stage model. 

The results for overall one-stage model suggested that there is no statistically 

significant association between the remittances and vulnerability. However, due to 

the trends we observed in the descriptive statistics we decided to split the data for 

                                                           
16Although the coefficients in the one-stage model, in the presence of simultaneous 
causality, can be biased (ref), having a bad instrument can lead to even worse assessment of 
the relationship between the explanatory and the dependent variable than the one-stage 
model. 
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urban and rural households and found that the analysis of the data separately is 

more useful than analysing the overall data.  

The results from the one-stage regression suggest that in rural areas the remittance-

receiving households are less vulnerable than the non-receiving households, while in 

the urban areas the households which receive remittances are more vulnerable are 

the households which receive remittances17.  

Thus, urban households which receive remittances are ‘negatively’ selected: they 

would be even more vulnerable than the non-receiving households if they were not 

receiving remittances. However, bearing in mind that a higher share of migrants in 

the municipality is linked with the lower levels of vulnerability, it seems that in urban 

areas we have two types of migrants: 1) those who lived (before migration) in less 

vulnerable households, but do not send remittances (probably since their families 

are not vulnerable) and 2) the other (probably smaller) group, which sends 

remittances, who are from more vulnerable households to start with. 

Thus, the vulnerable households send migrants abroad to work and send remittances 

back, but these remittances are not large enough to get them out of vulnerability. On 

the other hand, less vulnerable households send migrants abroad, not expecting 

them to send remittances back, but in order to make them search for better living 

conditions.  

On the other hand, in rural areas, better position of the receiving households can be 

due to the receipt of remittances, or due to “positive” selection among the rural 

households, i.e. that they would be less vulnerable even without remittances. Since 

in rural areas we also observe that higher share of migrants is linked with the more 

vulnerable households, it seems that “the best and brightest” from rural areas also 

have a better opportunity to migrate and find good jobs, but, unlike ''the best and 

                                                           
17Such tendencies are not found in the models separately looking either male/female, or 
old/non-old. In rural areas, receiving remittances increases the probability to report zero 
vulnerability by 14% (ceteris paribus), contrary to the urban areas where receiving 
remittances reduces the probability to report zero vulnerability by 12%. 
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brightest' in urban areas, they send remittances more frequently. This could be due 

to the fact that households living in rural areas are, on average, more vulnerable 

than the ones in the urban areas, or maybe because they need more money for 

medical expenses, as rural households are more vulnerable when it comes to health. 

Furthermore, for rural households, Conley procedure suggested that the estimation 

of the effects of remittances on the vulnerability is possible, if we allow for the direct 

link between the share of migrants and vulnerability. In other words, for rural areas, 

our analysis suggests that the causal relationship goes from the remittances to 

vulnerability: receiving remittances does serve as a social transfer and helps reduce 

the poverty. 

The qualitative analysis demonstrated that men remain to be the economical 

supporters of the family, given that they are more prone to go abroad to work and 

provide a family with an income (in our study, 5 fathers vs. 1 mother are detected as 

the family supporter; along with 3 husbands vs. 1 wife in the same role). This 

conclusion corroborates the previous findings established in the quantitative 

research for Serbia. Emigrants “leaving” the nuclear family, always opt for the 

countries geographically near to Serbia, while more distant relatives are usually 

found in the Anglo-Saxon countries. 

The primary reasons for Serbs to depart are economical in their nature, and only in 

some lower extent are conditioned by the social and personal circumstances. The 

main reasons for emigration are: finding any or appropriate job, looking for higher 

income and providing their children with more possibilities. In addition, women also 

cite family reunification as the important factor to go abroad and join their 

husbands. Most of the emigrants are qualified and skilled workers, having vocational 

secondary education. 

It is especially alarming that young people do not foresee the better future in the 

country and they are more willing to look for more opportunities out of Serbia. Not 

only that they are pessimistic about the socio-economic conditions that future 
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brings, but they are also highly unsatisfied with the current national environment. 

The structure of the sample from the point of view of the possible employability and 

regular working conditions underpin their estimations of the labour market at the 

moment.   

On the other hand, older respondents who spent their lives working abroad, share 

opinion that life in foreign countries is hard and that young generations should 

ponder all factors carefully before they make their decision to emigrate. The 

appraisal of the disadvantageous living conditions abroad prevails among all 

participants in the study. However, all of them are unanimous in their opinion that 

economic and employment climate in Serbia needs to change urgently and 

tremendously in order to reverse the migration trend. 

Due to numerous factors, such as: working status, health condition, number of 

supported family members, etc., all households included in the research are 

considered to be vulnerable and the receiving of the remittances affects their 

financial situation greatly. Without these funds, given the structure of their 

consumption, they would be highly exposed to the risk not to cover their existential 

needs. This is specifically observable from the fact that 90% of their monthly income 

is spent on food and utilities. Rural households are even more endangered, because 

of the adverse access to the basic health care. Remittances in Serbia persist to be 

necessary source of income for many families and this situation does not appear to 

change in the near future. 
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Appendix 6A 

Table 6a-1. Regression analysis – Estimates of vulnerability on the share of the migrants in the non-remittance receiving households 
separately for rural and urban households 

 
Rural households Urban households 

  
Vulnerability 

index 

Income 
vulnerability 

Non-income 
vulnerability 

Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

Age of the head 0.013 0.008 0.015 0.045*** 0.053*** 0.038*** 
  (0.012) (0.014) (0.012) (0.009) (0.012) (0.009) 
Age squared -0.000* -0.000 -0.000* -0.000*** -0.001*** -0.000*** 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) -0.042 -0.107 -0.012 -0.027 -0.051 -0.013 
  (0.058) (0.071) (0.059) (0.047) (0.058) (0.047) 
Marital status (1=married) -0.136** -0.106 -0.153*** -0.246*** -0.167*** -0.247*** 
  (0.058) (0.071) (0.059) (0.049) (0.062) (0.050) 
Education of the head (ordered 
scale) 

-0.153*** -0.158*** -0.142*** -0.294*** -0.245*** -0.290*** 
(0.016) (0.020) (0.016) (0.013) (0.016) (0.013) 

Number of hh members -0.205*** -0.064 -0.216*** -0.009 0.030 -0.026 
  (0.046) (0.057) (0.046) (0.023) (0.037) (0.023) 
Number of hh members squared 0.017*** 0.006 0.017*** 0.004** 0.002 0.005** 
  (0.005) (0.007) (0.005) (0.002) (0.004) (0.002) 
Dependency ratio 0.211*** -0.065 0.275*** 0.166** -0.007 0.193*** 

 
(0.077) (0.095) (0.078) (0.065) (0.082) (0.067) 

Share of migrants in the 
municipality 

-0.017*** -0.023*** -0.013*** -0.021*** -0.024*** -0.019*** 
(0.004) (0.006) (0.005) (0.005) (0.006) (0.005) 

Observations 2,611 2,611 2,611 3,712 3,712 3,712 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard errors 
given below each coefficient. 
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Table 6a-2. Regression analysis – Estimates of vulnerability on the share of the migrants in the whole sample separately for rural and urban 
households 

 
Rural households Urban households 

  
Vulnerability 

index 

Income 
vulnerability 

Non-income 
vulnerability 

Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

Age of the head 0.014 0.009 0.017 0.046*** 0.053*** 0.040*** 
  (0.011) (0.014) (0.012) (0.009) (0.011) (0.009) 
Age squared -0.000* -0.000 -0.000** -0.000*** -0.001*** -0.000*** 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) -0.026 -0.098 0.003 -0.023 -0.039 -0.012 
  (0.057) (0.070) (0.058) (0.046) (0.057) (0.047) 
Marital status (1=married) -0.148*** -0.114 -0.165*** -0.244*** -0.163*** -0.248*** 

  (0.057) (0.070) (0.058) (0.049) (0.061) (0.050) 
Education of the head 
(ordered scale) -0.153*** -0.156*** -0.142*** -0.294*** -0.247*** -0.289*** 

 
(0.016) (0.020) (0.016) (0.013) (0.016) (0.013) 

Number of hh members -0.200*** -0.059 -0.213*** -0.010 0.033 -0.026 
  (0.045) (0.056) (0.046) (0.023) (0.033) (0.023) 
Number of hh members 
squared 0.017*** 0.006 0.017*** 0.004** 0.001 0.005** 
  (0.005) (0.007) (0.005) (0.002) (0.003) (0.002) 
Dependency ratio 0.207*** -0.068 0.270*** 0.172*** -0.023 0.202*** 

 
(0.076) (0.093) (0.077) (0.064) (0.080) (0.065) 

Share of Migrants in the 
municipality -0.021*** -0.026*** -0.016*** -0.021*** -0.024*** -0.019*** 
 (0.004) (0.006) (0.004) (0.005) (0.006) (0.005) 
Observations 2,689 2,689 2,689 3,812 3,812 3,812 

Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. 
Standard errors given below each coefficient. 
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Table 6a-3. Pearson correlation between remittances and vulnerability indicators 

 Vulnerability 
index 

Income 
vulnerability 

Non-income 
vulnerability 

Remittance recipient  0.008 0.004 0.008 

Remittances amount (log) 0.004 0.001 0.004 

Remittances share in 
consumption 

0.007 0.004 0.007 

Source: Authors’ calculations. *, ** and *** denote statistical significance at the 10, 5 and 

1% level, respectively. 
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Table 6a-4. Marginal effects- non-income vulnerability index for rural areas – Serbia 

 Vulnerability strength  
 0 1 2 3 4 5 6 
 No vulnerability                                                                          Very high vulnerability 
Age of the head -0.005 -0.000 0.001 0.001 0.002 0.001 0.000 
  (0.005) (0.000) (0.001) (0.001) (0.001) (0.001) (0.000) 
Age squared 0.000* 0.000 -0.000 -0.000 -0.000 -0.000 -0.000 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) 0.006 0.000 -0.001 -0.002 -0.002 -0.001 -0.000 
  (0.022) (0.001) (0.004) (0.006) (0.007) (0.005) (0.000) 
Marital status (1=married) 0.035 0.002 -0.007 -0.010 -0.012 -0.008 -0.000 
  (0.023) (0.001) (0.004) (0.007) (0.008) (0.005) (0.000) 
Education of the head (ordered 
scale) 0.053*** 0.002*** -0.010*** -0.015*** -0.017*** -0.012*** -0.001 
  (0.006) (0.001) (0.001) (0.002) (0.002) (0.002) (0.000) 
Number of hh members 0.087*** 0.004*** -0.016*** -0.025*** -0.029*** -0.020*** -0.001 
  (0.018) (0.001) (0.004) (0.005) (0.006) (0.004) (0.001) 
Number of hh members 
squared -0.007*** -0.000** 0.001*** 0.002*** 0.002*** 0.002*** 0.000 
  (0.002) (0.000) (0.000) (0.001) (0.001) (0.000) (0.000) 
Dependency ratio -0.093*** -0.004** 0.018*** 0.027*** 0.031*** 0.021*** 0.001 
  (0.030) (0.002) (0.006) (0.009) (0.010) (0.007) (0.001) 
Remittances (1=the household 
receives remittances) 0.610*** -0.186*** -0.156*** -0.125*** -0.096*** -0.046*** -0.001 
  (0.022) (0.015) (0.008) (0.007) (0.006) (0.005) (0.001) 
Observations 2,689 2,689 2,689 2,689 2,689 2,689 2,689 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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Table 6a-5. Marginal effects- non-income vulnerability index for urban areas – Serbia 

 Vulnerability strength  
 0 1 2 3 4 5 6 
 No vulnerability                                                                          Very high vulnerability 
Age of the head -0.016*** 0.002*** 0.004*** 0.005*** 0.004*** 0.001*** 0.000 
  (0.004) (0.000) (0.001) (0.001) (0.001) (0.000) (0.000) 
Age squared 0.000*** -0.000*** -0.000*** -0.000*** -0.000*** -0.000*** -0.000 
  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Gender (1=male) 0.029 -0.003 -0.008 -0.009 -0.007 -0.002 -0.000 
  (0.019) (0.002) (0.005) (0.006) (0.005) (0.002) (0.000) 
Marital status (1=married) 0.083*** -0.008*** -0.021*** -0.027*** -0.020*** -0.007*** -0.000 
  (0.021) (0.002) (0.005) (0.007) (0.005) (0.002) (0.000) 
Education of the head (ordered 
scale) 0.117*** -0.012*** -0.030*** -0.037*** -0.028*** -0.009*** -0.000 
  (0.006) (0.002) (0.002) (0.003) (0.002) (0.001) (0.000) 
Number of hh members 0.013 -0.001 -0.003 -0.004 -0.003 -0.001 -0.000 
  (0.010) (0.001) (0.003) (0.003) (0.003) (.) (0.000) 
Number of hh members 
squared -0.002** 0.000** 0.001** 0.001** 0.001** 0.000** 0.000 
  (0.001) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Dependency ratio -0.096*** 0.010*** 0.025*** 0.031*** 0.023*** 0.007*** 0.000 
  (0.027) (0.003) (0.007) (0.009) (0.007) (0.002) (0.000) 
Remittances (1=the household 
receives remittances) 0.227 -0.052 -0.064 -0.062 -0.038* -0.010* -0.000 
  (0.192) (0.067) (0.055) (0.043) (0.022) (0.005) (0.000) 
Observations 2,689 2,689 2,689 2,689 2,689 2,689 2,689 
Source: Authors’ calculations. *,** and *** denote statistical significance at the 10, 5 and 1% level, respectively. Standard 
errors given below each coefficient. 
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7. CHAPTER – COMPARISON AMONG THE THREE COUNTRIES 

 

Marjan Petreski 

Despina Tumanoska 

 

The objective of this Chapter is to provide a qualitative comparison of the 

conclusions for the three countries investigated herein: Macedonia, Albania and 

Serbia. Despite the fact that country analyses follow the same methodological 

approach, we conduct mainly a qualitative comparison to avoid the risk that some 

country-specific application of the methodology drives specific coefficient or 

number. In the comparison, we put emphasis on three pillars: comparison of the 

remittances’ patterns; comparison of the severity of vulnerability; comparison of 

the effects of remittances and vulnerability; and comparison of the contexts in 

which such an effect occurs or not. 

 

7.1 Comparison of the remittances’ patterns and severity of 

vulnerability 

 

All these countries, Macedonia, Albania and Serbia are large remittance receivers 

due to their large diasporas. Macedonian households receive, on average, about 

200 EUR per month of remittances, whereby about 20% of households receive 

money from abroad. On the other hand, only about 8% of households in Albania 

are remittance-receivers, with on average 42 EUR per month of received money. 

Finally, 3% of households in Serbia receive remittances, by about 100 EUR per 

household per month. Hence, it seems that, while all three countries receive 

fairly large amounts of remittances, it is only Macedonia where larger share of 

the population is affected and where the average remittances are the highest. 
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On the other hand, countries are not much different when it comes to profiling 

vulnerability (Figure 7-1). In all three cases, about third of the population reports 

that none of the vulnerability conditions (poverty, unemployment, housing, 

nourishment, clothing, health and leisure) prevailed, while additional third 

reported that only one of the conditions prevailed. Then, as the vulnerability 

strengthens, the number of households reporting it declines, to reach very few 

households whereby all vulnerability indicators conquered. A slight exception is 

Serbia, though, vulnerability there is slightly more distributed to the right, 

meaning that the number of households reporting one vulnerability indicators is 

lower at the expense of the larger share of households reporting two or three 

vulnerability indicators. 

Figure 7-1. Comparison of the vulnerability index 

 

Source: Authors’ calculations 

 

7.2 Comparison of the effects of remittances on vulnerability 

 

As the main objective of this study was to document if remittances play a role for 

households’ vulnerability in the three countries – Macedonia, Albania and Serbia, 

the main result of it is that remittances are indeed important for the vulnerability. 
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There are, however, some differences in the strengths and the structure of the 

relationship. Before we give a quantitative comparison of the remittances-

vulnerability nexus in the three countries, we need to consider the caveats 

pertinent to its calculation. In particular, the interpretation of the coefficient for 

the three countries needs to consider two important aspects: the composition of 

the vulnerability index and the instruments used in the identification strategy. 

Namely, throughout the analysis, in each country chapter, we used the same 

concepts for the vulnerability index composition, but the way of their 

measurement differs from country to country. When it comes to the instruments, 

they were chosen based on their two characteristics: strength (the extent to 

which they correlate with remittances) and exogeneity (their uncorrelatedness 

with the shocks in the vulnerability equation). Table 7-1 depicts the two issues. 
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Table 7-1. Composition of the vulnerability index and instruments used among the three countries 

 Macedonia Albania Serbia 

1. Composition of the vulnerability index 

Concept Measuring of the concept 

Poverty Relative poverty: below 
the 6th percentile of the 
median 

Relative poverty: below the 6th 
percentile of the median 

Subjective opinion of 
household’s head of very high 
difficulties to “make their ends 
meet” 

Unemployment Both spouses 
unemployed with at least 
one child 

Both spouses who report not 
to work for different reasons 
save for being in old-age 
retirement, study, disability or 
military status 

Both spouses unemployed with 
at least one child 

Single parent Single parent raising at 
least one child 

Single parent raising at least 
one child 

Single parent raising at least one 
child 

Bad health Subjective opinion of the 
household head for the 
health condition of the 
household, as very 
difficult or difficult 

Subjective opinion of the 
household head for the health 
condition of the household, as 
very difficult or difficult 

Subjective opinion of the 
household head for the health 
condition of the household, as 
very difficult or difficult 

Bad housing Subjective opinion of the 
household head for the 
housing condition of the 
household, as very 
difficult or difficult 

Subjective opinion of the 
household head for the 
housing condition of the 
household, as very difficult or 
difficult 

Subjective opinion of the 
household head for the housing 
condition of the household, as 0, 
1, 2 or 3 on a scale 0 to 11 

Bad clothing Subjective opinion of the 
household head for the 
clothing condition of the 

Household’s non-food 
consumption is under the 
third quintile (60%) of the 

Households which cannot afford 
two pairs of shoes or changing 
of the worn-out clothes for each 



291 

household, as very 
difficult or difficult 

median  of the household members 

Undernourishment Subjective opinion of the 
household head for the 
nourishment of the 
household, as very 
difficult or difficult 

Household’s food 
consumption is under the 
third quintile (60%) of the 
median  

Household which is not: a) able 
to afford meat or fish every 
other day, nor b) to afford that 
all children under the age of 15 
eat fruit, vegetables and meat at 
least once a day 

Bad leisure Subjective opinion of the 
household head for the 
leisure opportunities of 
the household, as very 
difficult or difficult 

An individual reports not to 
have attended at least five of: 
cinema, live, site, social 
meetings, sport, reading 
newspaper, meeting relatives 
and friends 

Households which are not able 
to a) gather with family/friends 
on a drink/lunch/dinner at least 
once a month and b) to have a 
week of holiday outside their 
home, at least once a year 

2. Instruments used 

 Non-economic motive to 
migrate 

Migrant is employed Share of migrants per 
municipality 

Source: Drafter by the authors, based on country chapters. 
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A special consideration is worth for the lower part of Table 7-1, where we 

document the instrument that has been ultimately utilized per country. One 

needs to note that different instruments were considered, based on the literature 

suggestions. However, it proved that only one instrument satisfies the criteria for 

a reasonably good instrument in Macedonia and Albania: the non-economic 

motive to migrate and the number of migrants per household, respectively, while 

none of the instruments has been exogenous to vulnerability in Serbia. Hence, for 

the Serbian case, while some results are presented in Chapter 6 using the share of 

migrants per municipality, the invalidity of the instruments finally led us to put 

more trust in a simple one-stage model identifying the correlation and not 

causation between remittances and vulnerability. 

Considering these caveats in mind, we draft Table 7-2 whereby we present the 

main coefficients measuring the strength and significance of the remittances 

effect for vulnerability. The case of Serbia has one additional specificity: it 

analyses the effect of remittances separately for urban and rural households, as 

the effect proved opposite, hence cancelling out when the two types of 

households are analysed together. 

In all three countries, remittances were found to have a strong effect for 

vulnerability (and considering that in Serbia, the reverse causality may hold: it 

may also be that more vulnerable households are more prone to send migrants). 

Remittances’ reducing effect for vulnerability is found weaker in Macedonia, and 

working only through the income component of the vulnerability (poverty). On 

the other hand, in Serbia, only rural households were found to be affected in a 

similar fashion, while in urban areas, remittances actually increase vulnerability, 

which likely suggests that actually more vulnerable households in towns are more 

likely to send a migrant abroad to be pulled out of poverty and vulnerability. 
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Table 7-2. Main effect of remittances on vulnerability 

 Macedonia Albania Serbia 

   Rural Urban 

Main effect of remittances 
on vulnerability -0.163* -0.268*** -0.369*** 0.331*** 

Effect of remittances on 
poverty -0.266* -0.507*** -0.411** 0.386*** 

Effect of remittances on 
non-income vulnerability -0.119 -0.269*** -0.314*** 0.302** 

Source: Drafter by the authors, based on country chapters. 

 

Results in the two countries pursuing IV analysis further suggest that once we 

relax the assumption of strictly exogenous instrument and allow for a certain 

direct influence between the instrument and the outcome variable, we find that 

the positive influence of remittances for vulnerability endures up to 6% and 11% 

of direct influence, in Macedonia and Albania, respectively, after which it 

vanishes. 

Overall, we documented remittances as a social protection vehicle in all three 

countries. Namely, remittances likely reduce vulnerability in Macedonia, Albania 

and Serbia. The impact seems the strongest in Albania. In Macedonia, the impact 

works only through poverty, while in Serbia the causation cannot be identified, so 

that it is also likely that the estimated coefficients capture that fact that more 

vulnerable households have propensity to send higher or lower number of 

migrants abroad to be able to be pulled out of poverty. 

 

7.3 Comparison of contexts 

 

Concomitant to the main finding of the quantitative analysis, the analysis based 

on in-depth interviews further corroborates that remittances are important, if not 

the key funds for mitigating the perils of vulnerability – in a comprehensive sense 
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– of Macedonian, Albanian and Serbian remittance-receiving households. Only 

that way, households in the three countries were able to improve their housing 

condition (renovation, household assets, firewood), and the everyday needs 

(buying food, paying bills and buying clothes). Also, remittances were articulated 

as supporter of the health condition of household members left behind. Many 

households were able to buy the medications they need, pay for expensive 

surgical procedures and medical examinations only through the help of their 

family members from abroad. A sense of protection has been created by 

remittances, as many of the households suffered unforeseen shocks (weddings, 

funerals, sudden job loss) where emigrated family members helped. Such 

protective sense has not only been attributed by the households that have 

experienced such events, but also by those that have not.  

Despite the general notion within all three countries that remittances – 

vulnerability pattern is alike, there are differences in some details, mainly 

evolving from the possibly different mentality, different nation history, different 

approaches in managing everyday life and so on.  

In that regard, the patterns in Macedonia and Serbia are more similar. The only 

difference may be likely sought in the expression by respondents in Serbia that 

emigrants “leaving” the nuclear family, always opt for the countries 

geographically near to Serbia, while more distant relatives are usually found in 

the Anglo-Saxon countries. On the other hand, Macedonian emigrants usually opt 

for more distant countries including Australia, USA and Canada. Still, the 

similarities between Macedonia and Serbia on all other grounds are probably 

because of the fact that these countries were part of the same country in the 

past, Yugoslavia, when emigration and remittances were also prevalent. For 

instance, respondents in both countries consider emigration as a necessary evil, 

suggesting that they highly missed their children (or close relatives in general), 

but they were happy that their children were happy at destination. They put up 

with their expectation that these people will ever return. Emotions are somehow 
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different in Albania, however. Albeit all interviewees there emphasized the 

important role of migration in their life, they often blamed it to have taken away 

migrants from their family at a very young age as well as secluded their family 

members left behind without any support. Albanian family members left behind 

called for their family members to return and continue life and work there. 

Some differences in patterns between Macedonia and Serbia on one side and 

Albania on the other are noted with regard to the effect of remittances on 

vulnerability indicators. For instance, while many respondents in Macedonia and 

Serbia articulated that remittances significantly helped in renovation of houses 

(majority of which date back to the 1950s or 60s), in Albania many responded 

remittances helped building houses from scratch. This may be related to the fact 

that Albanian emigrants remain more attached to their native country, hence 

they want to build a new house as a sign that they will return one day, likely after 

retirement, although in many cases they do not return at all. It has been clear 

that in the three countries remittances supported education of the children in the 

household at origin. However, in Albania, unlike in Macedonia and Serbia, not 

rarely remittances funded private schooling, in the context of lack of confidence 

in the public education system. In Macedonia and Serbia, the absence of such 

behavior may be driven by the fact that there are no private primary schools, 

while the private secondary schools are in their nascence, and are usually 

perceived as school for the super-rich.  Albania also developed a kind of niche 

market for second-hand clothes received from emigrants, especially in 

communities well known to have high migration share. This is not the case in 

Macedonia and Serbia. Finally, some respondents in Albania noted they used 

remittances as bribery in the health system, while this was not brought to the 

front in Macedonia and Serbia. 

Overall, qualitative analysis suggests that contexts in which remittances affect 

vulnerability facets in the three Western Balkan countries are similar: remittances 

are an important income, frequently ranging up to 90% of total household 
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income, they are used for house building and repairs, for support of health issues, 

including financing of complex surgeries, the supplement schooling expenses, as 

well as help in facing unexpected shocks onto the household. 
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8. CHAPTER – CONCLUSION AND POLICY RECOMMENDATIONS 

 

Marjan Petreski 
Blagica Petreski 
 

8.1 Concluding remarks 

 

According to the officially registered remittances, Macedonia, Albania and Serbia 

receive international remittances in the amount of 3.4%, 8.6% and 8.4% of their 

GDP(2014), respectively, constituting a large source of financing of the balance of 

payments, as well softening multi-dimensional poverty and vulnerability of 

households and helping economic growth of the countries, in general. The 

unofficial figures suggest that the amount of remittances is even larger. This book 

examines how remittances affect various facets of households’ vulnerability in 

the three countries of the Western Balkan. We examine the nexus between 

remittances and social vulnerability in a quantitative rigorous way – in order to 

understand the strength with which remittances work for development – but also 

to understand the specific contexts in which this relationship occurs.  

To achieve our objective, we pursue both quantitative and qualitative analysis. 

The quantitative analysis starts with devising a vulnerability index comprehending 

various aspects of vulnerability like poverty, unemployment, health condition, 

housing, material deprivation, leisure time. Then, remittances are allowed to 

affect vulnerability in a fairly standard regressions. However, as this framework 

may be endogenous – in the sense that, remittances contribute to household 

vulnerability reduction, but more vulnerable households may be more inclined to 

send migrants abroad and hence to receive remittances – we use a variety of 

instruments to identify the causal relationship. We rely on the conditional mixed 

process (CMP) estimator of Roodman (2011) to estimate the system of equations, 

whereby IV probit is used for the first-stage regression and IV ordered probit 
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estimator is used for the second-stage one. As usual in the literature, instruments 

exogeneity may, however, be disputed. To avoid this trap, we utilize a novel 

method – that of Conley et al. (2012) – which allows for a potentially direct 

influences between the instrument and the outcome (household vulnerability). 

We use the Remittances Survey 2012 for Macedonia, Living Standard 

Measurement Survey 2012 for Albania and the Survey on Income and Living 

Conditions 2013 for Serbia. The qualitative part relies on a collection of primary 

data through a conduct of about 15 interviews per country across the three 

countries. In-depth interviews are utilized to examine and understand the causes 

of emigration, remittances pattern as well their interrelation with various aspects 

of social vulnerability. 

Results robustly suggest that remittances have a role to play for reducing 

vulnerability in Macedonia. Remittance-receiving households were found to 

have, on average, 6% higher probability to report zero-vulnerability, i.e. that none 

of the vulnerability conditions prevailed. This is fairly strong and, probably, the 

most important result for Macedonia, suggesting that remittances indeed could 

act as social protection for remittance-receiving households. Remittance-

receiving households have lower probability by, on average, 1.9% to report two 

vulnerability conditions compared to non-receiving households. Afterwards, the 

effect diminishes to 1.7% and 1.5% for prevalence of three and four vulnerability 

conditions, respectively, and fully vanishes for the largest vulnerability. However, 

the main driver of the result is poverty / income vulnerability, as remittances 

were found insignificant for non-income components like health, housing, 

leisure and the like. Results suggest that households who get remittances have 

lower probability to fall into poverty by, on average, 27% compared to non-

receiving households. Results further suggest that if we have a reasonable belief 

that vulnerability and the instrument (noneconomic motive to migrate) are 

determined simultaneously, or correlated due to the existence of a third 

unobservable factor, i.e. that the instrument is only plausibly exogenous, then the 
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diminishing role of remittances for vulnerability is confirmed, but decreases for 

larger allowed direct influence between the instrument and vulnerability. The 

findings of the interview-based analysis largely corroborate the findings of the 

quantitative part. The remittance-receiving Macedonian households 

unequivocally argue remittances were the key source for sustaining life and 

living standard. Only that way they were able to improve their housing condition 

(renovation, household assets, firewood), and meet the everyday needs (buying 

food, paying bills and buying clothes). Remittances were also articulated as 

supporter of the health condition of household members left behind. Many 

households were able to buy the medications they need, pay for expensive 

surgical procedures and medical examinations only through the help of their 

family members from abroad. A sense of protection has been created by 

remittances, as many of the households suffered unforeseen shocks (weddings, 

funerals, sudden job loss) where emigrated family members helped.  

Results for Albania also document remittances’ strong role for household 

vulnerability. Albanian remittance-receiving households are 10% more likely, on 

average, to report zero-vulnerability compared to others, i.e. that none of the 

vulnerability conditions prevailed. The effect of remittances gets lower and 

vanishes, respectively, for higher levels and for the highest level of non-income 

vulnerability. Such findings indicate that not only remittances affect poverty by 

smoothing every-day consumption, but their positive effect is extended also 

towards other non-income facets of vulnerability, such as health, housing and 

leisure. The interview analysis in Albania found that remittances were mainly 

used for satisfying everyday needs, nutrition, health, payment of housing bills 

or house maintenance. Remittances help also to cover child education expenses 

both at pre-university and university level. Remittances appear to be the main 

means through which the households cope with shocks such as death, large 

medical expenses, job loss in the family or expensive happy events, such as 

wedding. Nevertheless, although all the interviewees emphasized the important 
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role of migration in their life, migration was often blamed to have taken away the 

migrants from their family at a very young age, as well as secluded their family 

members left behind without any support.  

Results in Serbia dwell on the potentially different pattern remittances-

vulnerability between urban and rural receiving households. Results suggest that 

remittance-receiving households in rural areas are less vulnerable than the non-

receiving households, while in the urban areas more vulnerable are the 

households which receive remittances. Thus, urban households which receive 

remittances are ‘negatively’ selected: they would be even more vulnerable than 

the non-receiving households if they were not receiving remittances. Thus, 

vulnerable households send migrants abroad to work and send remittances back, 

but these remittances are not large enough to get them out of vulnerability. On 

the other hand, less vulnerable households in urban areas send migrants abroad, 

not expecting them to send remittances back, but in order to make them search 

for better living conditions. On the other hand, in rural areas, better position of 

the receiving households can be due to the receipt of remittances, or due to 

“positive” selection among the rural households, i.e. that they would be less 

vulnerable even without remittances. Since in rural areas we also observe that 

higher share of migrants is linked with the more vulnerable households, it seems 

that “the best and brightest” from rural areas also have a better opportunity to 

migrate and find good jobs, but, unlike ''the best and brightest' in urban areas, 

they send remittances more frequently. This could be due to the fact that 

households living in rural areas are, on average, more vulnerable than the ones in 

the urban areas, or maybe because they need more money for medical expenses, 

as rural households are more vulnerable when it comes to health.Furthermore, 

for rural households, Conley procedure suggested that the estimation of the 

effects of remittances on the vulnerability is possible, if we allow for the direct 

link between the share of migrants and vulnerability. In other words, for rural 

areas, our analysis suggests that the causal relationship goes from the 
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remittances to vulnerability: receiving remittances does serve as a social transfer 

and helps reduce the poverty. The interview analysis in Serbia also corroborated 

the quantitative findings that remittance receiving greatly affects households’ 

financial situation. Without these funds, they would be highly exposed to the 

risk not to cover their existential needs. Rural households are even more 

endangered, because of the adverse access to the basic health care. Remittances 

in Serbia persist to be necessary source of income for many families and this 

situation does not appear to change in the near future. 

 

8.2 Policy lessons and recommendations 

 

The results of this study – about the large role that remittances play for 

households’ vulnerability in Macedonia, Albania and Serbia – provide grounds for 

the governments to take hold of the development potential that these funds 

hide, as well to prevent their sudden stop to inflict negative consequences for 

households and the country as a whole. Benevolent governments may try to 

extract the most of remittances not only for the recipient households, but also 

because remittances’ effects extend through the other members of the society. 

While world experiences suggest that some countries have been undertaking 

particular steps to increase remittances inflow, or to formalize their work for 

development, the governments of the three countries examined herein have 

done virtually nothing in this direction.  

Several policy lessons and recommendations could be drawn from the conducted 

analysis: 

 Remittances in the three Western Balkan countries play a large social role 

for the receiving households, softening the incidence of poverty and 

vulnerability, in general. Their sudden stop may have detrimental and long-

lasting negative effects onto receivers and their families; 
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 The government – in particular, the ministries dealing with labour, social 

affairs, migration and the like, should consider framing remittances into a 

well-designed policy framework providing a shield for remittances 

receivers in case remittances reduce or stop flowing in. The policy should 

be developed out of the received money, while they still flow in, and not 

afterwards, as it may inflict a significant burden onto government’s 

budget. Recently, Petreski et al. (2015) proposed a Remittances Voucher, 

enabling receivers a free-of-charge primary health protection conditioned 

on setting aside 6% of the remitted money through a bank or money 

transfer agency, on a private pension account, hence both providing 

minimal health and pension insurance to unemployed receivers; 

 However, one must note that institutional strengthening and efficiency 

improvement may be crucial for credible formalization of remittances role 

for development, in order to build confidence among remittance receivers; 

 The central and local governments and their specific units – e.g. the 

municipal centres for social work – should work with receiving households 

to develop coping strategies in case remittances cease contributing to the 

household budget: 

o One advice could be enabling the receiving households who are not 

employed to engage in a socially-useful work, hence earning and 

slowly activating onto the labor market; 

o Another advice could be motivating the receiving households to 

consider applying for self-employment grants/loans from the 

Government, hence erecting a micro-enterprise, with the remitted 

and government funds, so as to ensure self-sustainability over the 

long haul. 
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 The government should consider a bunch of tax and benefit provisions for 

persons who consider investing supported by remittances. Petreski and 

Mojsoska-Blazevski (2015) offer some ideas in this respect: reduction in 

social contributions and tax holidays for those erecting a small company 

from received money, matching grants from the central or local 

government, exemption from or subsidizing of import of equipment, 

subsidizing costs for training and so on. Such programs have been seen 

across countries usually known for large remittance receivers, especially in 

Latin America and they are usually aimed for securing economic 

sustainability of the households in case remittances significantly reduce or 

cease to flow in.  



304 

  



305 

BIBLIOGRAPHY 

Acosta, P. (2006). Labor Supply, School Attendance, and Remittances from 
International Migration: The Case of El Salvador, World Bank Policy 
Research Working Paper 3903. 

Adams, R. (2005). Remittances, household expenditure and investment in 
Guatemala. World Development, 38(11), p.1626-1641. 

Adams, R.H. and Page, J. (2005). Do international migration and remittances 
reduce poverty in developing countries? World Development, 33(10), 
p.1645-1669. 

Adato, M. and Bassett L. (2008). What is the potential of cash transfers to 
strengthen families affected by HIV and AIDS? A review of the evidence on 
impacts and key policy debates. Joint Learning Initiative on Children and 
AIDS; Boston, MA: 2008. 

Adato, M. and Hoddinott, J. (2007). Conditional cash transfer programs: A “magic 
bullet” for reducing poverty. 2020 Focus Brief on the World’s Poor and 
Hungry People. Washington, D.C.: International Food Policy Research 
Institute. 

Adelman, I. and Taylor, J.E. (1990). Is Structural Adjustment with a Human Face 
Possible? The Case of Mexico. Journal of Development Studies, 26(3), 
p.387-407. 

Adger, W.N., Brooks, N., Bentham, G., Agnew, M. and Eriksen, S. (2004). New 
indicators of vulnerability and adaptive capacity. Tyndall Centre Technical 
Report 7, Tyndall Centre for Climate Change Research Norwich, UK 

Alwang, J., Siegel, P. and Jorgensen, S. (2001). Vulnerability: A view from different 
disciplines. The World Bank Social Protection Discussion Paper No.0115. 

Asiedu, A.B. (2005). Some benefits of migrants return visits to Ghana. Population, 
Space and Place, 11(1), p.1–11. 

Banga, R. and Sahu, P.K. (2010). Impact of remittances on poverty in developing 
countries. eSocialSciences Working Paper 3100. 

Barham, T. (2010). A healthier start: The effect of conditional cash transfers on 
neo-natal and infant mortality. Journal of Development Economics, 94(1), 
p.74–85. 

Beaudouin, P. (2005). Economic Impact of Migration on a Rural Area in 
Bangladesh. Mimeo, Centre d’Economie de la Sorbonne, Universite Paris 1. 

Bell, S. and Morse, S. (2000). Sustainability indicators: measuring the 
immeasurable. Earthscan, London. 

http://onlinelibrary.wiley.com/doi/10.1002/psp.v11:1/issuetoc


306 

Berg, A.G. and Ostry, J.D. (2013). Inequality and unsustainable growth: Two sides 
of the same coin? International Organizations Research Journal, 8(4), p.77-
99. 

Bianchi, S.M. and Spain, D. (1996). Women, work, and family in America. 
Population Bulletin, 51(3), p.1-48. 

Blaikie, P., Cannon, T., Davis, I. and Wisner, B. (1994). At Risk: Natural hazards, 
people´s vulnerability, and disasters. Taylor and Francis, London. 

Bradhan, P. and Udry, C. (1999). Development microeconomics. Oxford University 
Press. 

Brown, R. (2008). Remittances and development in the Pacific: Effects on human 
development in Fiji and Tonga. United Nations Expert Group Meeting on 
International Migration and Development in Asia and the Pacific. 

Bryman, A. (2006). Integrating quantitative and qualitative research: How is it 
done? Qualitative Research, 6 (1), p.97–113. 

CBPP (Center on Budget and Policy Priorities). (2014) Today’s safety net cuts 
poverty nearly in half, provides health care to millions, and has long-term 
benefits for children. In: Arloc Sherman, Sharon Parrott, and Danilo Trisi 
(eds.)Chart book: The war on poverty at 50. Washington, DC 

Chambers, R. (2006). Vulnerability, coping and policy (Editorial introduction). IDS 
Bulletin, 37(4), p.33-40. 

Chase, S.E. (2005). Narrative inquiry: Multiple lenses, approaches, voices. In: 
Denzin, N.K. and Lincoln, Y. (Eds.) The Sage Handbook of Qualitative 
Research. 3rd ed., pp. 651-679. 

Clark, G., Moser, S., Ratick, S., Dow, K., Meyer, W., Emani, S., Jin, W., Kasperson, 
J., Kasperson, R. and Schwarz, H.E. (1998). Assessing the vulnerability of 
coastal communities to extreme storms: The case of Revere, MA., USA. 
Mitigation and Adaptation Strategies for Global Change, 3(1), p.59–82. 

Conley, T.G., Hansen, C.B. and Rossi, P.E. (2012) Plausibly exogenous. The Review 

of Economics and Statistics, 94(1), p.260–272. 

Cox-Edwards, A. and Rodriguez-Oreggia, E. (2006). The effects of remittances on 
labor force participation: An analysis based on Mexico’s 2002 ENET. World 
Development, 37(5), p.1004-1014. 

Cox-Edwards, A. and Ureta, M. (2003). International migration, remittances and 
schooling: Evidence from El Salvador. Journal of Development Economics, 
72(2), p.429-461. 

Creswell, J.W. (2003). Research design: qualitative, quantitative, and mixed 
methods approaches. Thousand Oaks, Sage Publications. 



307 

Cutter, S., Boruff, B. and Shirley, L. (2003). Social vulnerability to environmental 
hazards. Social Science Quarterly, 84(2), p.242-261. 

Cutter, S., Mitchell, J. and Scott, M. (2000). Revealing the vulnerability of people 
and places: A case study of Georgetown County, South Carolina. Annals of 
American Geographers, 90(4), p.713-737. 

David, M. and Sutton C.D. (2004). Social Research the Basics. London: SAGE 
Publications. 

De Haan, A., Brock, K. and Coulibaly, N. (2002). Migration, livelihoods and 
institutions: Contrasting patterns of migration in Mali. The Journal of 
Development Studies, 38(5), p.37-58. 

Dey, I. (2005). Qualitative data analysis: A user-friendly guide for social scientists. 
London and New York, Taylor & Francis e-Library. 

Durand, J., Parrado, E.A. and Massey, D.S. (1996). Migradollars and Development: 
A Reconsideration of the Mexican Case. International Migration Review, 
30(2), p.423–444. 

Enarson, E. (1999). Women and housing issues in two US disasters: Hurricane 
Andrew and the Red River Valley Flood. International Journal of Mass 
Emergencies and Disasters, 17(1), p.39-63. 

Epstein, P. (1999). Climate and health. Science.285(5426), p.347-348. 

European Commission (2009). Portfolio of indicators for the monitoring of the 
European strategy for social protection and social-2009 update. 
Employment, Social Affairs and Equal Opportunities DG. 

Evans, T.G., Chowdhury, A.M.R., Evans, D.B., Fidler, A., Lindelow, M., Mills, A. and 

Scheil‑Adlung, X. (2012). Thailand’s universal coverage scheme: 
Achievements and challenges – An independent assessment of the first 10 
years (2001–2010), Synthesis report. Health Insurance System Research 
Office. 

Fafchamps, M. (2003). Inequality and risk. Economic Series Working Paper 141, 
University of Oxford Department of Economics. 

Fossey, E., Harvey, C., McDermott, F. and Davidson, L. (2002). Understanding and 
evaluating qualitative research. Australian & New Zealand Journal of 
Psychiatry, 36(6), p.717-732. 

Fothergill, A. (1996). The neglect of gender in disaster work: an overview of the 
literature. International Journal of Mass Emergencies and Disasters, 14(1), 
p.33-56. 

Fothergill, A., Maestas, E.G.M. and Darlington, J.D. (1999). Race, ethnicity and 
disasters in the United States: A review of the literature. Disasters, 23(2), 
p.156–173. 



308 

Frank, R. (2001). Philippine Town plies a road to riches via monthly stipends: But 
are pozorrubians turning into slackers as relatives abroad send home cash? 
Wall Street Journal, May 22. 

Funkhouser, E. (1992). Migration from Nicaragua: Some recent evidence. World 
Development, 20(8), p.1209-1218. 

Gallego, J.M. and Mendola, M. (2013). Labour Migration and Social Networks 
Participation in Southern Mozambique. Economica, 80(320), p.721–759. 

Gertler, P., Martinez, S. and Rubio-Codina, M. (2012). Investing cash transfers to 
raise long-term living standards. American Economic Journal: Applied 
Economics, 4(1), p.1-32. 

Ghatak, S., Levine. P., and Price, S.W. (1996). Migration Theories and Evidence: An 
assessment. Journal of Economic Surveys, 10(2), p.159-197. 

Giuliano, P. and Ruiz-Arranz, M. (2009). Remittances, financial development and 
growth. Journal of Development Economics, 90(1), p.144-152. 

Goodman, V.D. (2011). Qualitative Research and the Modern Library. Oxford, UK, 
Chandos Publishing. 

Gray, D.E. (2004). Doing Research in the Real World. London: SAGE Publications. 

Guba, E.E. and Lincoln, Y.S. (1994). Competing paradigms in qualitative research. 
In: N. K. Denzin & Y. S. Lincoln (Eds.), Handbook of qualitative research, 
London: Sage, p.105-117.  

Gustafson, B. and Makonnen, N. (1993). Povety and remittances in Lesotho. 
Journal of African Economies, 2(1), p.49-73. 

Hanson, G. and Woodruff, C. (2003). Emigration and educational attainment in 
Mexico. Mimeo. 

Hardon, A., Hodgkin, C., and Fresle, D. (2004). How to Investigate use of 
Medicines by Consumers. World Health Organization and University of 
Amsterdam.  

Harrell, M.C. and Bradley, M.A. (2009). Data Collection Methods: Semi-Structured 
Interviews and Focus Groups. RAND National Defense Research Institute.  

Hildebrandt, N., McKenzie, D., Esquivel, G. and Schargrodsky, E. (2005). The 
effects of migration on the child health in Mexico [with comments]. 
Economia, 6(1), p.257-289. 

Holzmann, R. and Jorgensen, S. (1999). Social protection as social risk 
management: conceptual underpinnings for the social protection sector 
strategy paper. Journal of International Development, 11(7), p.1005-1027. 

ILO (2008). Measurement of decent work. Discussion paper for the Tripartite 
Meeting of Experts on the Measurement of Decent Work. 

http://onlinelibrary.wiley.com/doi/10.1111/ecca.2013.80.issue-320/issuetoc
http://www.sciencedirect.com/science/journal/03043878


309 

ILO (2014a). World Social Protection Report 2014/2015. 

ILO (2014b). World of Work Report 2014: Developing with jobs  

Jalan, J. and Ravallion, M. (1999). Are the poor less well-insured? Evidence on 
vulnerability to income risk in Rural China. Journal of Development 
Economics, 58(1), p.61-81. 

Klasen, S. and Povel, F. (2012). Defining and Measuring Vulnerability: State of the 
Art and New Proposals. In Klasen, S. and Waibel H. Vulnerability to Poverty: 
Theory, Measurement and Determinants. Palgrave Macmillan 

Konseiga, A. (2007). Household migration decision as survival strategy: The case 
of Burkina Faso. Journal of African Economies, 16(2), p.198-233. 

Kothari, U. (2002) Migration and chronic poverty. Chronic Poverty Research 
Centre, Institute for Development Policy and Management, University of 
Manchester, Working Paper No. 16.  

Krueger, R. A., & Casey, M. A. (2009). Focus groups: A practical guide for applied 
research (4 ed.). San Francisco: Sage 

Kurekova, L. (2011). Theories of migration: Conceptual review and empirical 
testing in the context of the EU East-West flows. Paper prepared for 
Interdisciplinary conference on Migration, Economic Change, Social 
Change, April 6-9, 2011, University College London. 

Kurosaki, T. (2002). Consumption vulnerability and dynamic poverty in the North-
West Frontier Province, Pakistan. Mimeo, Institute of Economic Research, 
Hitotsubashi University, Tokyo. 

Lather, P. (1986). Issues of Validity in Open Ideological Research: Between a Rock 
and a Soft Place. Interchange, 17(04), p. 63-84.  

Lopez-Cordova, E. (2005). Globalization, migration and development: The role of 
Mexican migrant remittances. Economıa - Journal of the Latin American 
and Caribbean Economic Association, 6(1), 217–256 

Lucas, R. and Stark, O. (1985). Motivations to remit: Evidence from Botswana. 
Journal of Political Economy, 93(5), p.901-918. 

Mack, N., Woodsong, S., MacQueen, K.M., Guest, G., and Namey, E. (2005). 
Qualitative Research Methods: A Data Collector’s Field Guide. Family 
Health International. North Carolina, USA 

Maitra, P. (2001). Are the poor more vulnerable to income shocks? An analysis of 
consumption insurance in Rural India. Mimeo. Available at: 
https://digitalcollections.anu.edu.au/bitstream/1885/40332/3/Maitrapape
r.pdf [Accessed 20 January 2015]. 

Mansuri, G. (2006a). Migration, Sex Bias, and Child Growth in Rural Pakistan. 
World Bank Policy Research Working Paper 3946. 

http://www.sciencedirect.com/science/journal/03043878
http://www.sciencedirect.com/science/journal/03043878
https://digitalcollections.anu.edu.au/bitstream/1885/40332/3/Maitrapaper.pdf
https://digitalcollections.anu.edu.au/bitstream/1885/40332/3/Maitrapaper.pdf


310 

Mansuri, G. (2006b). Temporary Migration and Rural Development. Mimeo, 
World Bank. 

Mara, I., E. Narazani, N. Saban, A. Stojilovska, I. Yusufi, S. Zuber (2012) Analysis of 
literature on the effects of remittances on education and health of family 
members left behind. Mimeo. 

Massey, D., Arango, J., Hugo, G., Kouaouci, A., Pellegrino, A. and Taylor, J.E. 
(1993). Theories of international migration: A review and appraisal. 
Population and Development Review, 19(3), p.431-466. 

Mathers, N., Fox, N., and Hunn, A. (1998). Using Interviews in a Research Project. 
Trent Focus for Research and Development for Primary Health Care, Trent 
Focus.  

McKenzie, D. and M.J. Sasin (2007). Migration, Remittances, Poverty, and Human 
capital: Conceptual and empirical challenges. World Bank Policy Research 
Working Paper 4272, Washington D.C.  

Mendola, M. (2010). Migration and informal social protection in Rural 
Mozambique. Paper prepared in the framework of the European Report on 
Development 2010. 

Miles, M.B. and Huberman, A.M. (1994). Qualitative Data Analysis: an Expanded 
Sourcebook. Thousand Oaks: Sage Publications. 

Morduch, J. (1994). Poverty and vulnerability. The American Economic Review, 
84(2), p.221-225. 

Morduch, J. (1995). Income smoothing and consumption smoothing. Journal of 
Economic Perspectives, 9(3), p.103-114. 

Morrow, B.H. (1997). Stretching the bonds: The families of Andrew. In: W.G. 
Peacock, B.H. Morrow and J. Gladwin (eds.): Hurricane Andrew: ethnicity, 
gender and the sociology of Disasters. Routledge, London. 

Morrow, B.H. (1999). Identifying and mapping community vulnerability. Disasters, 
23(1), p.1-18. 

Mosse, D., Gupta, S., Mehta, M., Shah, V., Rees, J. and KRIBP Team (2002). 
Brokered livelihoods: Debt, labour migration and development in tribal 
western India. Journal of Development Studies, 38(5), p.59–88. 

Munzele-Maimbo, S. and Ratha, D. eds. (2005). Remittances: development impact 
and future prospects. The International Bank for Reconstruction and 
Development, The World Bank. 

O’Keefe, P., Westgate, K. and Wisner, B. (1976). Taking the naturalness out of 
natural disasters. Nature, 260(5552), p.566-567. 

OECD (2008). Social protection, poverty reduction and pro-poor growth: A Policy 
Guidance Note, OECD, Paris. 



311 

OECD (2009). Society at a Glance 2009 - OECD Social Indicators, OECD, Paris. 

Olsson, P., C. Folke and F. Berkes. (2004). Adaptive co management for building 
resilience in social ecological systems. Environmental Management, 34(1), 
p.75-90. 

Patton, M.Q. (1980). Qualitative Evaluation Methods. London: Sage. 

Peacock, W.G. and Ragsdale, A.K. (1997). Social systems, ecological networks and 
disasters. Toward a socio-political ecology of disasters. In: W.G. Peacock, 
B.H. Morrow and H. Galdwin (eds.) Hurricane Andrew: ethnicity, gender 
and the sociology of disasters. Routledge, London  

Petreski, B.; Tumanoska, D.; Jorge D. and Petreski, M. Simulation of a voucher 
policy for improving the social condition of individual remittance receivers 
in Macedonia. Mimeo. 

Petreski, M. and Jovanovic, B. eds. (2013). Remittances and Development in the 
Western Balkans: The cases of Macedonia, Kosovo and Bosnia-
Herzegovina. Scholars’ Press. 

Petreski, M. and Mojsoska-Blazevski, N. (2015) Youth self-employment in 
households receiving remittances in Macedonia. Czech Journal of 
Economics and Finance, 65(6), p.499-523. 

Petty, N.J., Thomson, O.P. and Stew, G. (2012). Ready for a paradigm shift? Part 2: 
introducing qualitative research methodologies and methods. Manual 
Therapy, 17(5), p.378-384. 

Philip, D. and Rayhan, I. (2004). Vulnerability and poverty: What are the causes 
and how are they related? Mimeo. Universitat Bonn: Centre for 
development research. 

Pinnegar, S. and Daynes, J.G. (2006).  Locating narrative inquiry historically: 
Thematics in the turn to narrative. In: D. J. Clandinin (Ed.) Handbook of 
narrative inquiry:  Mapping a methodology. Thousand Oaks, CA:  Sage 
Publications, Inc.: p.3-34.  

Polkinghorne, D.E. (1989). Phenomenological research methods. In: R. S. Valle & 
S. Halling (Eds.) Existential-phenomenological perspectives in psychology, 
New York: Plenum: p.41–60. 

Pritchett, L., Suryahadi, A., and Sumarto, S. (2000). Quantifying Vulnerability to 
Poverty: A Proposed Measure, Applied to Indonesia. World Bank Policy 
Research Working Paper 2437. 

Rodriguez, E.R. and Tiongson, E.R. (2001). Temporary migration overseas and 
household labur supply: evidence from urban Philippines. International 
Migration Review, 35(3), p.709-725. 

Roodman, D. (2011) Fitting fully observed recursive mixed-process models with 
cmp. The Stata Journal, 11(2), p.159-206. 



312 

Rygel, L., Sullivan, D. and Yarnal, B. (2006). A method for constructing a social 
vulnerability index: an application to hurricane storm surges in developed 
countries. Mitigation and adaptation strategies for global change, 11(3), 
741-764. 

Sabates Wheeler, R. and Haddad, L. (2005). Reconciling different concepts of risk 
and vulnerability: A review of donor documents. Institute of Development 
Studies, Sussex, Working Paper. 

Sabates Wheeler, R. and Waite, M. (2003). Migration and social protection: A 
concept paper. Development Research Centre on Migration, Globalization 
and Poverty Working Paper T2. 

Samson, M. and Williams, M. (2007). Social Grants and Labour Market Behaviour: 
Evidence from South Africa‘s Household Surveys. Research Paper 43, EPRI, 
Cape Town. 

Samson, M., Lee, U., Ndlebe, A., Mac Quene, K., van Niekerk, I., Gandhi, V., 
Harigaya, T. and Abrahams, C. (2004). The social and economic impact of 
South Africa’s social security system. Research Paper No. 37, Economic 
Policy Research Institute (EPRI), Cape Town. 

Samson, M., MacQuene, K. and van Niekerk, I. (2006). Social grants in South 
Africa. Inter-Regional Inequality Facility Policy Brief 1, Overseas 
Development Institute, London. 

Sapir, D.G. (1993). Natural and man-made disasters: the vulnerability of women-
headed households and children without families. World Health Statistics 
Quarterly, (46)4, p.227-233. 

Sayer, A. (1992). Method in Social Science: A Realist Approach. London and New 
York: Routledge 

Schwandt, T. (1994). Constructivist, Interpretivist Approaches to Human Inquiry. 
In: Denzin, N. K. and Lincoln, Y. S. (Eds.) Handbook of Qualitative Research, 
Thousand Oaks: Sage Publications, p.118-137. 

Siddiqui, R. (2003). Migration as a livelihood strategy of the poor: The Bangladesh 
case. Paper presented at the Regional Conference on Migration, 
Development and Pro-poor Policy Choices in Asia, 22–24 June 2003 in 
Dhaka, Bangladesh. 

Siddiqui, R. and Kemal, A.R. (2006). Remittances, trade liberalization and poverty 
in Pakistan: The role of excluded variables in poverty change analysis. The 
Pakistan Development Review, 45(3), p.383-415. 

Siegel, P. and Alwang, J. (1999). An Asset-Based Approach to Social Risk 
Management: A Conceptual Framework. Social Protection Discussion 
Paper No. 9926. The World Bank: Washington DC. 



313 

Sindi, K. and Kirimi, L. (2006). A test of the new economics of labor migration 
hypothesis: Evidence from Rural Kenya. Paper presented at the American 
Agricultural Economics Association Annual Meeting, Long Beach, CA July 
23-26, 2006. 

Skoufias, E., Parker, S., Behrman, J.R. and Pessino, C. (2001). Conditional cash 
transfers and their impact on child work and schooling: Evidence from the 
PROGRESA Program in Mexico [with comments]. Economia, 2(1), p.45-96. 

Smith, N. (2005). There’s no such thing as a natural disaster. Understanding 
Katrina: perspectives from the social sciences. Social Science Research 
Council. http:// understandingkatrina.ssrc.org/Smith/ [accessed 15 March 
2015]. 

Sounders, M., Lewis, P., and Thornhill A. (2009). Research Methods for Business 
Students. Ed. 5. Prentice Hall. 

Stark, O. (1978). Economic-Demographic Interactions in Agricultural 
Development: The Case of Rural-to-Urban Migration. Rome: UN Food and 
Agriculture Organization. 

Stark, O. (2003). Tales of migration without wage differentials: individual, family 
and community context. ZEF Discussion Paper on Development Policy No. 
73. 

Stark, O. and Bloom, D. (1985). The new economics of labor migration. The 
American Economic Review, 75(2), p.173-178. 

Stark, O. and Levhari, D. (1982). On migration and risk in LDCs. Economic 
Development and Cultural Change, 31(1), p.191-196. 

Strauss, Anselm L. (1987) Qualitative Analysis for Social Scientists. Cambridge: 
Cambridge University Press. 

Taylor, J.E. (1986). Differential migration, networks, information and risk. In: O. 
Stark (Ed.) Migration theory, human capital and development. Greenwich, 
Conn.: JAI Press, p.147-171. 

Taylor, J.E. (1999). The new economics of labor migration and the role of 
remittances in the migration process. International Migration, 37(1), p.63-
88. 

Taylor, J.E., Mora, J., Adams, R. and Lopez-Feldman, A. (2005). Remittances, 
inequality and poverty: Evidence from Rural Mexico. Working Papers 
60287, University of California, Davis, Department of Agricultural and 
Resource Economics. 

Tembo, G., Freeland, N., Chimai, B. and Schuring, E. (2014). Social cash transfers 
and household welfare: Evidence from Zambia’s oldest scheme. Applied 
Economics and Finance, 1(1), p.13-26. 



314 

Temin, M. (2010). HIV-sensitive social protection: What does the evidence say? 
Paper prepared for IDS, UNICEF and UNAIDS meeting on “The evidence for 
HIV-sensitive social protection”, Brighton, UK, 14–15 June 2010. 

Thomas, P.Y. (2010). Towards developing a web-based blended learning 
environment at the University of Botswana. University of South Africa, 
Pretoria. 

Tirivayi, N., Knowles, M. and Davis, B. (2013). The interaction between social 
protection and agriculture: A review of evidence. Food and Agriculture 
Organization of the United Nations, Rome. 

UNICEF (2007). The state of the world’s children 2007. Women and children: the 
double dividend of gender equality. UNICEF, New York. 

UNISDR (2012). Reducing vulnerability and exposure to disasters: The Asia-Pacific 
Disaster Report 2012. 

UNPD (2007). Human development report 2007-2008. 

Warner, K. (2006). Perspectives on social vulnerability. Publication series on UNU-
EHS No.6. 

Watts, M. and Bohle, H. (1993). The space of vulnerability: the causal structure of 
hunger and famine. Progress in Human Geography, 17(1), p.43-67. 

Witter, S., Arhinful, D., Kusi, A. and Zakariah-Akoto, S. (2007). The experience of 
Ghana in implementing a user fee exemption policy to provide free 
delivery care. Reproductive Health Matters, 15(30), p.61–71. 

Woolard, I., Harttgen, K. and Klasen, S. (2010). The evolution and impact of social 
security in South Africa. European Report on Development. 

World Bank, (2003) The contribution of social protection to the Millennium 
Development Goals. Washington, DC. 

World Bank, (2014). World Development Report 2014: Risk and opportunity – 
Managing risk for development. World Bank: Washington DC. 

Wu, S., Yarnal, B. And Fisher, A. (2002), Vulnerability of coastal communities to 
sea level rise: a case study of Cape May County, New Jersey, USA. Climate 
Research, 22, p.255-270. 

Yablonski, J. and O’Donell, M. (2009). Lasting benefits: The role of cash transfers 
in tackling child mortality. Save the Children UK. 2009 Available 
from: http://www.savethechildren.org.uk/en/54_8358.htm. [Accessed 15 
March 2015]. 

 

 

http://www.savethechildren.org.uk/en/54_8358.htm

