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Chapter1

Introduction

Thisresearchstudydealswiththeeconomicanalysisofinternational

migrationfrom thepointofviewofthesendingcountryintheprocessof

economicdevelopment.Specifically,itaimstogivelightonthefollowing

18SueS･

(1) fnydopeoplemLgzlBte?

(2) 冊 om)'gTateSandwhodoesDOE?

(3) Howwl'111'ntematJ'oDalml'gTatl'oDl'mpactoDLheeconoml'cdevekpment

aDdgTVWthoftheseDdl'DgCOZLDtTy?

(4) Howwl'll1'ntematl'oDalml'gT7at)'onBueCtthel'DCOmed)'stn'bzLtl'at71'Dthe

sendl'DgCOuDtTy?

Wewillattempttoanswerthesequestionsbyusingtheoretical

frameworksderivedpartlyfrom studiesinrural･urbanmigration,andby

providingempiricalsupportusingdata丘･omthePhilippines.

Themovementofpeopleacrossgeographicbordersisaphenomenon

thathasbeengoingonsincetheoldentimes.Althoughwecantreatmobility

asanaturalhum anresponsetothedifferentdimensionsoflife,likesocial,

culturalandpolitical,wecannotalsodenythatas"homooecoDOml'cus",much

ofhumanmobility,especiallyoflabor,takeplaceinsearchofbettereconomic
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opportunities.Moreover,fromthemacroeconomicpointofview,especiallyin

thisageofeconomicintegrationandregionalism,thefreerinternational

movementoflaborhasbeenregardedasan efficientwayofallocating

resourcesanddistributingwealthamongnations.Forthesourcecountriesin

particular,itislookeduponasaninstrumentforgrowth,albeitintheshort

runanddespitetheunsettledissueofitseffectivenessasaneconomicpohcy.

Unfortunately,however,despiteitsrelevanceinthemoderneconomic

society,thestudyofinternationallabormobilityhasreceivedlessattention

comparedtointernationalcapitalmovementorrural･urbanmigration,and

muchmoresofromthepointofviewofthesourceorsendingcountry.The

existingtheoriesoncapitalmobility,rural･urbanmigrationoranalysisLh)m

thepointofviewofthehostcountry,however,cannotbefullyemployedin

analyzinginternationallabormovementbecauseofinherentdifferencesin

theirnatureandproperties.

Thisstudythereforestemsfromtherealizationoftheimportantand

complicatedrelationshipbetween internationalmigration andeconomic

developmentaswellasthelackofandtheurgentneedforcomprehensive

economicanalysisofthesubjectmatter.

WechoosethePhilippinesastheareaofstudybecauseofitslarge

volumeofinternationalmigration,itslonghistoryorinternationalmlgration

anditsgovernment'SactiveroleinpromotingoverseasemploymentaSan

economicdevelopmentpolicy.ThePhilippinesisthesecondlargestlabor

exporterintheworld,nextonlytoMexico.MajorityorFilipinoemigrantsare

land･basedandSea･basedoverseascontractworkers(OCWs)whoseek

2



temporaryemploymentabroadbutplantoreturntothePhilippinesafLer

theircontractexpires.Therestarepermanentemigrantswhogoabroadto

joinrelativeswhoareemigrantsthemselvesorarecitizensofthehost

country.

ThePhilippineshasalonghistoryoremigrationdatingbacktothe

colonialtimes.UndertheSpanishruleinthe1700S,Filipinolaborwentto

Mexicotoworkinplantations.Intheearly20thcentury,undertheAmerican

colonialrulewhentherewerenoimmigrationrestrictionsfornationalsofUS

colonies,manyFilipinoswenttoworkinHawaii,California,andAlaska.As a

result,by1940,thenumberofFilipinosintheUnitedStatesreached70,000.

Untilnow,theUnitedStatesisstillthemajordestinationorpermanent

immlgrantS.

Ontheotherhand,aftertheSecondWorldWarandtheindependence

ofthePhilippinesfromtheUnitedStates,FilipinosbegantoworkinAsian

countriesascontractworkersintheconstructionandserviceindustries.In

the1970S,theMiddleEastwasthemajordestinationofFilipinoOCWs.

However,sinceearly19808,thenumberofFilipinosgoingtonon･MiddleEast

destinations,particularlyAsia,hassignificantlyincreasedbothinnumber

andasapercentageofthetotalnumberoroverseascontractworkers(OCWs).

Intheyear1999,atotalor837,020documentedOCWsand40,508permanent

emigrantsleftforabroad.

Inthebackgroundortheincreasingtrendininternationalmigration

fromthePhilippinesisthecountry'seconomicconditionsthathadgonefrom

beingthe"leadingeconomyinAsia"tobecomethe"sickmanofAsia"inthe

3



dawningofthe21stcentury.Inthe19505,thePhilippineshadoneorthe

highest(ifnotthehighest)percapitaGNPinASia.Sincethen,however,the

countriesofNortheastAsiahaveovertakenthePhilippines'economicposition

inthereglOn.Fromearly1980'S,the血amaticeconomicgrowthoftheother

SoutheastAsian economieshasbeen widelycontrastedtotheserious

economicstagnationinthePhilippines.

Throughout this period of economic 血mculties, international

migrationhasbeentreatedasamajorresponsetoeconomicproblems.

Becauseoftheirperceivedinvaluablecontribution totheeconomy,the

Filipinosabroadarehailedasthe"unsungheroesandheroines"orthe

country,WhilemanydevelopingcountrieshaveturnedtofToreigninvestors,

thePhilippines,though notcompletelyvoluntarily,hasoptedforencouraging

itslabortoworkabroadtogenerateforeigncurrenciesandexpanddomestic

demandandproductionthroughtheirremittances.

InviewofthecontinuouslyincreasingnumberorFilipinomigrants

abroadandthegovernment'sactivepromotionofinternationalmigrationasa

crucialpartofitsemployment,externalsectorandincomepolicies,the

Philippinesisindeedanareaofgreatinterestinevaluatingthelinkage

betweeninternationalmigrationandeconomicdevelopment.

Therestofthisstudyisdividedinto6chapters,asfollows:

Chapter2isanoverviewofrecenttheoreticalandempiricalStudieson

thecausesandconsequencesofinternationalmigrationandremittancesfrom

thepointofviewofthedevelopingsourcecountry.Unfortunately,research

workonthisstudyisstillintheearlystage,buttheliteratureonrural･urban

4



migrationisrichintheoriesthatcanbeappliedwithsomemodificationseven

tointernationalmigration.

In chapter3,wewillgiveadescriptive,piecemealanalysisof

internationalmlgrationinthePhilippines.Itwillmakeuseofmacroeconomic

andsurveydatatx)createanover･allpictureofinternationalmigrationinthe

country.Specifically,wewill(1)estimatetheflow andstockofFilipino

migrantsandremittances,(2)identifythemainattributesofFilipinosgoing

abroad,Orwhatiscalledintheliteratureastheselectivityormigrants,(3)

linkinternationalmigrationwithnationaleconomicdevelopmentvariables

likeemployment,balanceofpaymentsandcapitalaccumulation,and(4)give

abriefsummaryorthePhilippinegovernment'Spolicytowardsinternational

mlgration.

Chapter4discussesthemacroeconomicdeterminantsofinternational

migration.ThebasicconcepttobedevelopedhereistheHarris･Todaromodel

whichpositsthatmigrationwilloccuraslongastheexpectedearnings,which

isexpressedastheproductbetweenwagesandemploymentrate,andnot

simplywages,intherural(sending)areaislessthanthatintheurban(host)

area.Wewillusealogisticmodelorthedeterminantsofinternational

migrationinevaluatingthemacroeconomicdeterminantsofFilipinomigrants

inASia,EuropeandAmericas.

Tl一eeconomicconsequenceofinternationalremittancesthroughthe

consumptionchannelisthemaintopicofchapter5.Thespecificobjectivesof

thischapterare:(1)tocomparetheincomeandspendingpatternsof

householdswithandwithoutmigrantmembers.Tbmeetthisobjective,data

5



fromtheFamilyIncomeandExpenditureSurvey(FIRS,1997)Wereusedto

identifythebehaviorofthesetwotypesofhouseholds,(2)toquantifythe

directandindirecteffectsofremittancesonconsumptionandproduction

throughtheuseoflnput･Outputanalysis.Tbthisend,incomesinthe

migrationandno･migrationregimesaswellaSremittanceswillbeestimated

andincorporatedinthelnput･Outputtableasfinaldemand,and(3)to

determine the effectofremittanceson employmentcreation,capital

formationandimportcontentofproductioninthePhilippines.

Inchapter6,Wewilldeterminewhetherremittancesincreaseor

decreaseoverallinequalityandbyhowmuchoftheoverallinequalitycanbe

attributed也 aparticular50urCethroughthedecompositionortheGini

coeLricient.Ifremittancestakeabigshareofhouseholdincome,thenits

distribution willsurely altertheincomedistribution.Consequently,if

remittancescontributetoinequality,thenagovernmentwhosemainpriority

isamorefavorabledistributionofwealthcaneitherdesignalternative

equity-enhancingpolicies,orimplementcomplementarypoliciesside･by･side

withanactiveparticipationintheinternationallabormarket.

Thelastchapterwillconsolidatetheresults0rthevariouschaptersor

thepaper,drawpolicyimplicationsandidentifyissuesforfutureresearch.
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Chapter2

ReviewofRelatedLiterature

1.Introduction

lnthischapter,Wesurveytheliteratureoninternationalmigration

andremittances,withspecialfわcusontheeconomicdevelopmentofthe

sendingorsourcecountry,Occasionally,wedrawfromstudiesonrural･urban

migration,anareainwhichmuchresearchstu血eshavebeendonecompared

tointernationalmlgration.

First,we血scussrecentstudiesonthedeterminantsofinternational

mlgration.Insection 2,Wepresentthetwoexistingmain approaches

regardingthistopicandshowtheirdifferencesusingsomecriteria.Then,we

showhoweconomicdevelopment,asreflectedintheconditionsofthemarkets

forlabor,goodsandservices,andtheexternalsectorinthesendingcountry,

influencesthevolumeofinternationalmigrants,

In section 3,Wegivespecialattention tothefactorsaffTecting

remittancessincewerealizethatremittancesarethemostvisibleand

importantimpactormigrationfromthepointorvieworthesourcecountry.

Next,weexplaininsection4therecentStudiesontheconsequencesor

internationa]migrationandremittancestothesourceeconomy.Specifically,

weclassifytheimpactofinternationalmigrationandremittancesonthe

7



marketsforlabor,forgoodsandservicesandfortheexternalsector.Here,We

adoptacriticalapproachastotheirpositiveandnegativeimplicationson

economicdevelopment.Finally,Wepresentoursummaryinsection5.

Throughoutthischapter,weemphasizethatthelinkagesbetween

internationalmigrationandremittancestoeconomicdevelopment,channeled

through themarketsforlabor,goodsandservicesandtheexternalsector

takeplaceinboth山rections:i.e.,internationalmigrationandremittances

arecausesandconsequencesOreconomicdevelopmentatthesametime.

2. TheDeterminants0日nternationalMigration

Researchstudiesoninternationalmigrationcanbeclassifiedintotwo

mainapproaches:theneoclassicalapproachandtheNewEconomicsorLabor

Migration(NELM)approach.Wewilltrytoshowthedifferencesinthesetwo

approachesbasedonthefollowingcriteria(Masseyeta1,1993):

(1) theeconomicagentofmigrationdecision･making(whetheritisthe

in血vidualorthehousehold);

(2) thecriterionwhichisbeingmaximized(asinearnings)orminimized

(asinrisk);

(3) assumptionsabouttherelevantmarkets(perfectorimperfectlabor,

credit,insuranceandcapitalmarkets);and

(4) the contextualsetting wherein migration decision takesplace

(whethertheagentconsidersincomeinitsabsoluteform Orrelativeto

somereferencegroupinthecommunity).

2.1.Neoclass)'calEconomJ'cs

8



Neoclassicaleconomicsfocusesmainlyondifferencesinwagesand

employmentpossibilitiesbetweenthesendingandthehostcountries,andon

migrationcostsasthemaindeterminantsofinternationalmigration.The

analysesusuallyproceedinthecost･benefitframework.

Ontheaggregatelevel,theworksofLewis(1954),RanisandFei

(1961)andHarrisandTodaro(1970)haveexploreda2･Sectorgeneral

equilibrium modelofmigrationinthecontextoreconomicdevelopment.1

Theirtheoriesandextensionsproposethatinternationalmigrationtakes

placemainlyduetowagedifferentials.Inacountrywithabundantcapital,

therelativepriceoflaborishigh,whilefToracountrywithlesscapitalbut

abundantlabor,therelativepriceoflaborislow.Suchdifferenceinwages

causesthemovementoflaborfrom thelabor･abundanttothecapital

abundantcountry.ASaresult,wagesinthelaborabundantcountrywillrise,

whilethatorthecapital･abundantwilldecreasesothatmigrationoflabor

willstopwhenwagesinthesetwocountriesconverge,

Wecanexplaintheirtheoriesusingadiagrambelow(Fig.2.1).Letus

supposetherearetwocountries,thelabor-importingorthehostcountry,and

thelaborexporting,orthesourcecountry.ASSumingthattheyproducethe

sameoutput,themarginalproductivityoflaborofeachcountrywillbe

measuredintheverticalaxis.Themarginalproductivityoflaborline(curve),

MQ andmqrespectivelyforthesourceandhostcountries,isdownward

slopingaslongasthereisfullemploymentandtechnologyisgiven.Ⅰnthe

horizontalaxis,weshowthetotalamountoflabor.Thesourcecountryowns

AN,whilethehostcountryonlyhasaNamountorlabor.Ifthesourcecountry

9



Figure2.1.ThelmpactofInternationalLaborMigration
ontheSourceandHostCountries

Marginalproduc-
tivityoflaborin

thesourcecountry

Marginalproduc-
tivityoflaborin
thehostcountry

S N a

LaborsupplylnSourceCOuntry
inn0-mlgTationregime

⊂= ===

LAborsupplyinhostcountry
inn0-migrationreglme

AdaptedfromkeⅡ10tO,K.(1998)･TaLbookKokusaiKeizaE'(Intemat･'onalEconomics)･Tokyo:YuhikakuBooks,p･142.Figtlre7･1･



usesallofitslabor,thenationalincomeisANTM,whilethatofthehost

countryisaNUm.

Assumingprofitmaximizationunderperfectcompetition,incomewill

bedividedbetweenlaborandcapitalasfollows:Forthesendingcountry,the

incomeshareoflaborisANTD,andtheincomeshareorcapitalisDTM.

Similarly,forthehostcountry,theincomeshareoflaborisaNUd,andthatof

capitalisdUm.Obviously,thereiswagedifFerential(UT)andthiswillbean

incentiveforlaborerstomovefrom thesourcecountrytothehostcountry

untilitreachesequilibriumP.Theamountorlabormigrationisshownas

SN.

Ontheotherhand,theworkorSjaastad(1962)providesananalysisor

internationalmigrationfromthepointorvieworanindividual.Accor血ngto

thistheory,migrationisaformofinvestmentbyanindividualinwhichcosts

areincurredinitiallyandreturnsaccrueovertime.Thedecisiontomigrateis

influencedbythepresentvalueofthedifferenceinexpectedincomestreams

betweenalternativelocations,minusanyinitialorsubsequentfinancialor

psychiccostsofmoving,asexpressedinequation(1).

ER(0)-I:lyd(i)-Ys(t)】e-〝d1-C(0),(i-1,-,n) (1)

whereER(0)istheexpectedpresentvalueofthenetreturnfrommigration;

Yd(i),Ys(i)aretheearningsinthedestination(d)andsendingcountry(S)

respectively,inperiod(t);risthediscountfactorandC(0)isthepecuniary

andthenon･pecuniarycostormigrationincurredduetomigration.Theplace

ofworkthatwillgivetheindividualthehighestER(0)willbechosenbythe

potentialmlgrant.

ll



Thetheoriesabovehavebeeninitiallyextendedintwodirections.The

firstsetofextensionsrelaxestheassumptionoffullemploymentandperfect

labormarketandincludestheemploymentrateinboththesen血ngandhost

countriesasdeterminantsormigration.HarrisandTodaro(1970)argued

thatlabormovementisbasedondifferencesinexpectedearnings,whichthey

defineasearningsmultipliedbyemploymentrates,avariablerepresenting

risk.Intheiroriginalpaper,theyassumedthatwagesintheurbanareaare

institutionallyorpoliticallydetermined(andtherefore'inelastic)sothatthe

possibilityofemploymentintheurbanareabecomestheequalizingfactor

thatdeterminesrural･urbanmigration.Ininternationalmigration,therisk

orbeingunemployedinthesendingareaisalsoputintoconsiderationsothat

equilibriumissetwhentheexpectedearningsinbothareasreachthesame

value(see朱)rexample,Lucas,1985;Salvatore,1981).

Thesecondsetofextensiontacklestheproblemsintheassumptionor

homogeneousworkers.Inthecasewhenthemovementorlaborisconsidered

amovementofhumancapital,workersmovetoadestinationwllerehe/she

canmaximizethereturnstohisnlerSkills,whichmayverywellbediWerent

fromtheover･allaverageearnings.Consequently,individualattributesthat

increasetherelativeprobabilityoremploymentorrelativeearningsinthe

destinationwillencourageinternationalmlgration.Researchstudiesorthis

type,whichincludethoseofSchwartz(1973)andSchultz(1982aand1982b),

con丘rmthatmigration凸owsincreasewitheducationanddiminishwithage

anddistancemoved.Consideringtheseextensions,equation(1)canthenbe

rewrittenasequation(2)below.Here,thesuffixx standsforthexth
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individual,Pdr(i)istheprobabilityofemploymentatthedestination,and

Psx(i)istheprobabilityofemploymentinthecountryoforiginforthis

individual.Theattributesoftheindividual,Ax,theattributesofthe

destinationZd,Orthesendingcountry,Zs,suchaspopulation,affectboth

theprobabilityofemploymentandtheearningsofthein血vidual.The

in血vidualdecisionsareaggregatedtocomeupwiththeaggregatenumberof

mlgrantS.

ERE(0)-1onlpk(Zd,A"i)Yk(Zd,A"i)-PE(ZJ,A"i)Ym(ZJ,Aよ,i)]e-〝d1-Cx(0)

(∫=1,-,〟) (2)

Ontheempiricalfront,researchstudiesinthe1970sand1980S

(though mostly on internalmigration)testtheroleofearningsand

unemploymentratesontheprobabilitytomigratebasedonequation(2).The

basicreducedfわrmofthemigrationequation,asgivenbyYap(1977,p.242)

isshownasequation(3)2.

Msd=f(Ys,Yd,Us,Ud,ZB,Zd,A,dsd,Csd) (3)

whereMsdissomemeasureofmigrationflowfromthesendingarea,ら,to

thedestination,d.AccordingtoYap,themigrationnowisexpressedeitheras

apercentageofpopulation,Ps,inthesendingarea (Msd/Ps),asabsolute

numberofmigrants(Msd),Orarenormalized(Msd/Mss)whereMssisthe

numberofnon･migrants(orthosewhoStayed)in agivenperiod.The

independentvariablesare:

(1) wagesorincomelevels,Yandunemploymentrates(employmentrates
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insomecases),U,ofthesourceanddestinationareas;

(2) attributesofthesendinganddestination areas,Z,forexample,

population,workforce,etc;

(3) attributesofthepotentialmigrant,A,suchasage,gender,skills,etc;

(4) distancefromstod,dsd･'and

(5) thepresenceorabsenceofrelativesinthedestination,Csd.

As summarizedbyYap,thesestudiesoninternalmigrationconfirm

thatpeoplemovebecauseofdifferencesinaverageearningsorwagelevels.

Moreover,therateofmigrationincreasesasthediWerenceinearningswidens.

When somemeasuresoftheprobabilitytofindemployment,likethe

unemployment rate,is included independently,their coefrlCients are

generallystatisticallysigni丘cantandhavetheexpectedsign(oneexception,

though,isFalaris,1979).Populationsizeinthedestinationisalsofoundout

tohaveapositiveimpactonmigration.Distance,whichistreatedasaproxy

forrelocationcost,hasanegativeeffectonmlgration.Personshavingaccess

tokinshipandothernetworkSataplaceordestinationaremorelikelyto

choosethatplaceformigrationbecauseitlowersthepsychiccostofrelocating

andfinancialcostsofresettling.Finally,theeducatedarelessdeterredby

distanceinmigratingbecausetheyhaveeasieraccesstodistantinformation

andcapitaltofinancesuchmoves(Schwartz,1976).Schultz(1982a,1982b)

alsofoundoutthatthosewithllighereducationhavehigherelasticityto

mlgrate.

Inthefieldofinternationalmigration,theveryfeWexistingstudies

usingtheneoclassicalapproach alsoconfirm thesignificanceofwage
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differentialsasadeterminantofmigration.Forexample,thestudybyRotte

andVogler(1998)formigrationfrom developingcountriestoGermany

confirmsthateconomicdifferentialbetweencountries,thepoliticalsituation

inthesen血ngcountriesandnetworkingareimportantdeterminantsor

internationalmlgrationtoGermany.

2.2. TheNewEcoDOmL'csolLaborM)'gTat}'on

The"NewEconomicsofLaborMigration''伽ELM)waspioneeredby

OdedStarkinthe1980S.Thisapproachisdistinctfrom theneoclassical

approachinthetreatmentofthefollowingissues:

First,thehouseholdisthemaineconomicagentthatdecideson

whethertosendamemberabroadornot.Thefocusisnolongeron

"independenceorin血viduals"buton`̀mutualinterdependence''ofagroupof

individualssuchasafamily(Stark,1991,p.3)whosepreferencesand

constraintsmustbeincludedintheanalysis.Migrationtakesplacebecause

riskaversefamiliesseekalternativemodesofinsuringtheirhousehold

incomesandloweringitsvariancebydiversifyingacrossalternativesources

ofincomewhicharenothighlypositivelycorrelated(LucaSandStark,1985

andStarkandLucas,1988).Takingmigrationdecisionasanintra･family

contract,remittancesbythemigrantmemberbecomerelevantandtherefわre,

arealsoincludedintheanalysis.

Second,forNELM,migrationintheabsenceofwagedi飽rential,Or

theabsenceofmigrationwhenwagedifferentialsexist,arerationaldecisions

bythefamily.Thisimpliesthatconstraintsandrisksinthecapital,Credit

andinsurancemarketsinthesendingcountryarealsopusllfactorsa恥cting
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migration,Inthiscase,migrationisconsideredaprocessthatcanminimize

incomeriskoruncertaintybypoolingincomefromdomesticandinternational

sources,andlooseningconstraintsinthesemarkets.Wheninsurance,credit

andcapitalbecomeunavailableorinaccessibleformigrantfamiliesinthe

sen血ngcountries,theirincentivetomlgrateincreases.

Third,migrationcanbeaself･propellmgprocess(RotteandVogler,

1998).TheNELM recognizestherelevanceofindependentfactorsthat

cannotbeclassifiedaspush''orpull"factors,i.e.economicanddemographic
〟 l(

factorsinthesendingandthehostcountriesrespectively,inthedecisionto

migrate.Inrelationtothis,theNELMlooksinto(1)theinteractionbetween

migrantsinthehosteconomyandthenon･migrantsinthesourceeconomy;

(2)theinteractionsbetweenthemigrantandthenon-migranthouseholdsin

thesourcecountry.Anexampleorthelbrmeristhe"networking"theory,

whichsuggeststhathavingrelativesinthedestinationcountrywilllowerthe

costofinformationaboutthelabormarketinthehostcountryanddecrease

psychologicalcostofseparation.Therefore,networkingwillincreasethe

likelihoodormigrationorothermembersofhouseholdswithinternational

migrants.Arepresentativetheoryforthelatteristhe"relativedeprivation

theory"whichisadvancedbyStark,TaylorandYitzhaki(1986,1988),Stark

andYitzhaki(1988)andStark(1991).Theyarguethathouseholdssendits

memberworkersabroadnotonlytoraisefamilyearningsbutalsotoreduce

theirfamilies'relativedeprivationwithinthecommunityinwhichthey

belong.Apersonwhoispoorrelativetohis/herhomevillagereferencegroup

maychoosetomigratetotowninordertoimprovehis仙errankingrelativeto
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thehomegroup.Thislowerstherelativepositionorsomeortheremaining

households,whichmayconsequentlyinducefurthermigration.

Intheempiricalfront,however,notmuchresearchworkineconomics

hasbeendone,especiallyintheareaofinternationalmigration.Inthecaseor

migration･marriagearrangementsinIndia,Starketal,(Rosenzweigand

Stark,1989)foundoutthatdaughtersofruralhouseholdsexposedtohigher

incomeriskaremorelikelytomarryandmigratetoafartherdestination.

ThisfindingcoincidesWith thetheoreticalargumentthatdistanceis

positivelycorrelatedwithmigration,butinthepresentcase,itisnotmerely

searchcostsandincomedifrerentialsthatcausedthemigration,butalsorisk

minimization.Conversely,migrationmaydiminishifgovernmentpolicies

thatwillimproveaccesstocre血tandinsurancemarketsareinplace.Italso

suggeStSthatsincemigrationisdecidedwithinthecontextofthefamily,a

daughterispreferredtoasonbecausedaughtershavethebettercapacityto

reduceincomerisksbymarriageandmigrationtoanotherarea.Thismay

alsoexplaintheselectivityofmigrationinfavorofwomen.

An othermajorfindingoftheNELM isthattheprobabilitythat

householdsparticipateininternationalmigration(inthisstudy,MexicoIUS

migration)iSdirectlyrelatedtothehousehold'sinitialrelativedeprivation

(StarkandTaylor,1989).Thisprovesthattheperceptionsandevaluationsor

otherhouseholdsinthesamegroupaffectthemigrationbehaviorofa

household.Moreover,thisstudyalsolbundoutthatsincemigrantsarenota

homogenousgroup,theycl100Sethedestinationwhereinthereturnstotheir

humancapital(Skills)arelikelytobethehighest.However,theirstudydid
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notseeanysignificantrelationshipbetweeninternal(rural･urban)migration

andrelativedeprivationorabsoluteincome.

The 血re need lbr empiricalstudies on the determinants or

internationalmigrationmotivatedthewritingofchapter4.There,welookat

theeWectsofpopulation,incomeandunemploymentratesinboththesending

anddestinationcountriesontheprobabilitytomigrateusingpaneldataon

thePhilippinesaSthesen血ngcountryandthecountriesorEastASia,the

MiddleEast,EuropeandAustraliaasthecountriesordestination.

2.3. meImpactolEconoml'cDel,ekpmeDtOD ZDtematl'oDal

Ml'gTatl'at7GBdReml'ttaDCeS

Economicgrowth,asreflectedintheconditionsinthemarketsfor

labor,theexternalsectorandgoodsandseⅣices,impactonthemagnitudeof

internationalmigrationandremittances.Brieny,weexplainhoweachor

thesethreeareasaffectsinternationalmigration.

Regardingthelabormarket,populationgrowthandfertilityrates

determinethesizeofthelaborforce.Indevelopingcountries,fertilityrates

arehigh Sothatthenextgenerationlaborforcesufficientlyincreases.When

theeconomylacksthecapacitytoabsorbnewentrantsandthepreviously

unemployedlaborers,unemploymentwillworsenorwageswillbeatalower

equilibrium level.From theneoclassicalpointorview,thiswillresultin

greaterexpectedwagedifferentialsagainstthatofthedestinationcountry

andmigrationpressurewillbestronger.Ontheotherhand,theNELM

arguesthatthesizeofthefamilyandthenumberofmembersofworkingage

willdeterminetilenumberofmemberswhowillgoabroadinorderforthe
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Varianceinfamilyincometobeminimized.Also,thesizeofthefamilywill

determinetheamountorremittancesamemberwillsendbackhome.

Wealsoconsidertheroleortheexternalsectorinraisingmigration

pressure and remittances.One issue regar血ng this matter is the

substitutabilityorcomplementarinessbetweentradeandmigration(see,for

example,OECDProcee血ngs(1998)andTaylor,∫.E.(1996)).Anotherissue

istheroleorrealexchangerateasadeterminantofmigration and

remittances(seeforexample,Faini,a.andJ.deMeloinTaylor,J.E.(1996)

andHaque,N.U.etal.(1994)).Accordingtothem,whenlocalcurrency

depreciatesduetoseriousBOPdeficit,theabsolutedifferentialbetween

wagesabroad(CalculatedaSWageinfわreigncurrencymultipliedwiththe

currentexchange)andthedomesticwagewidensin favorofforeign

古mployment.Thisleadstoastrongerdesireforlocalworkerstoearnmoreby

workingabroad.Moreover,thevalueofremittancesinlocalcurrencysentto

migrantfamilieswillbehighersothatmigrationbecomesmoreaffordablefor

them.

Finally,the growth ordomesticproduction can alsoencourage

internationalmigration.Inthespiritoftheneoclassicalapproach,economic

expansiontranslatesintohigherproductivityandincomeforitsworkforce

and greater employment opportunities.As a result, expected wage

diftTerentialswiththatofthedestinationcountriesbecomesmallersot,hat

fewerlaborerswillwanttoworkabroad.

IthasbeenobseⅣed,however,thateconomicgrowthandhigher

domesticincomelevelsdonotreducemigrationpressureatonce(see,for

19



example,MartinandTaylorinTaylor,1996).Higherwagelevelsmay

increasetheaffordabilityofmigrationforagreaternumberofpeople.Evenif

domesticexpansionisslow,emigrationmayacceleratebecauseremittances

willenableitsrecipientstobecomeinternationalmigrantsthemselvesby

(1)raisingtheircapabilitytopayforthecostofmigrationwithoutrelyingon

theimperfectdomesticfinancialmarketsand(2)whenhouseholdsreceiving

remittancesspenditoninvestmentsinhumanandphysicalcapital,itcan

raisefutureincomesthatwillenableanothermemberofthefamilytoleave

forabroad,Someoftheconcreteusesofremittancesthatwillraisefuture

incomesaresendingchil血entoauniversitytoobtainadegreethatisin

demandabroad,andtheestablishmentorsmall･scalebusinesses.

Theissueofhowthemagnitudeofinternationalmigrationisaffected

byeconomicgrowthinthesourcecountryisknownintheliteratureasthe

"migrationhump"theory.Accordingtothistheory,atemporaryincreasein

emigration will occur during a country's take･off because of the

"血splacementsand血Sruptionsthataccompanydevelopment"(Martinand

TaylorinTaylor,1996,p.43).SouthKoreaandMexico,thatadopted

export･orientedeconomicdevelopment,experiencedmigrationhumpinthe

1980S.MartinandTaylorSuggestedthatahumptakesplaceirtradeand

migrationarecomplementsintheshort･runbutsubstitutesinthelong･run,

Initially,migrationwillincrease,butitwillfall"fairlyquickly''whenwage

differencesreachtheratio4or5to1,andeconomicandwagegrowth Seems

assuredintheemigrationcountry(MartinandTaylorinTaylor,p.58).
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3.TheDeterminants0rRemittances

The New Economics orLabor Migration (NELM)has greatly

contributedintheunderstandingorthedeterminantsorremittances.Atthe

forefrontofresearchonthedeterminantsofremittancesareLucasandStark

(1985)andStarkandLucas(1988).TheytestedtheirtlleOreticalargument

(discussedindetailsbelow)usingdata血･om Botswana,andconcludedthat

altruism alone is nota sufficientmotivation to remit.Altruism is

complementedbythefamilymembers'cooperativeandmutualcontractual

behaviortowardsreducingtheentirefamily'sincomeriskandmaximizing

familyincome.

Intheirpaper,theyidentifiedthemotivationstoremitas(I)pure

altruism,(2)pureself･interestand(3)temperedaltruism orenlightened

self･interest.Inthepurealtruismregime,amigrantderivesutilityfromthe

utilityofthoseleftathome.Inreturn,theremainingfamilyderivesutility

from percapitaconsumption.Wecanthereforepresenttheutilityofthe

migrantinequations(4)and(5).

U-=Ulc-(W-r,,蓋ahU(Ch,]

cA-ChlY･三,n]

(4)

(5)

whereinequation(4),Umistheutilityofthemigrant,CmiStheconsumption

orthemigrant,wisthemigrant'swage,ristheamountremitted,ahisthe

altruism weightattached to various household members and Chis

consumptionpercapitaoftheremaininghouseholdmembers(equation5),

whichisafunctionofthetotalincomepercapita(whichisdefinedasthesum
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ofincomepercapitaathome,Yandpercapitaremittances,(r/n)),andthe

numberofhouseholdmembers,n.Bymaximizingequation(4),withrespect

toequation(5),Wecandetem inetherelationshipbetweenremittancesand

migrant'swages,domesticincomeoftheremainingfamilymembersandsize

ofthehousehold.Inpurealtruismregime,remittancesincreasewiththesize

ofremainingfamily,thepercapitaconsumptionoffamilymembers,the

positionofthemigrantworkerinthefamily,andwagesofthemigrant.

Ontheotherhand,pureself･interestcanalsobeamotivationtoremit.

LucasandStarkpointedoutthreereasonsbasedonself-interest.asfollows:

(1) aspirationtoinherit.Sincethemigrantwouldliketogethissharein

theassetsofthefamily,hewillmaintainhisconnectionswiththe

familybysendingremittances.

(2) toinvestin assetsin thehomeareaandensuretheircareful

maintenance.Themigrantmaywishtoinvestinthehomecountryto

obtainincomewhenbecomesback.Sen血ngnotonlythecapitalto

buythoseinvestmentsbutremittancestotheremainingmembersof

thefamilywillensuremaintenanceofhisinvestments.

(3) intentiontoreturnhome.Thisisrelatedtothesecondreason.A

migrantmaydesiretosendremittancestoinvestinfiⅩedcapital,

publicassetssuchasprestigeandpoliticalinfluenceandsocialassets

suchasmaintainingrelationshipswithfamilyandfriends.

Therefore,inthepureself･interestregime,remittancesincreasewiththesize

orpre･migration wealth and assetsin the home country,migrant's

investmentsandintentiontoreturnhome,asinthecaseofcontractworkers.
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Finally,LucasandStarkcombinedaltruism andselrJinterestand

coinedtheterms"temperedaltruism"or"enlightenedself･interest".Under

thiscategory,remittancesrisewitllthemigrant'seducationandlackor

insuranceandcapitalmarkets.WithregardstotheLTormer,remittancesare

regardedasrepaymentoftheprincipalandinterestinvestedbythefamilyin

themigrant.Forthelatter,remittancesareregardedasadiversification

responseforlackofinsurancemarketsforfamilyearnings.Theamountof

remittancesdependsontherelativeriskpreferencesandrelativebargaining

powersofthemigrantononesideandtheremainlngfamilymembersonthe

otherside,Inthiscase,remittancesmaybenegativelycorrelatedwiththe

mlgrant'sincome.

Stark further argued that remittances are elements in the

self･enforcingcooperativecontractualagreementbetweenthetwoparties,i.e.

themigrantandtheremainingfamilymembers,andhighlightedremittances

asasortortradeinintertemporalrisksbetweenthetwoparties.Insuchcase,

remittancesareconsideredasdelayedpaymentofapremium forthe

insurancetakenupbythemigrantinthefirstperiod,and/orasatransferof

theinsurancepaymenttotheheadofthefamilyoncetheunfavorablestateof

naturehasoccurredinthesen血ngarea.Bothpartieswillhavetoa曲ereto

theagreementbecauseofaltruism,self-interestandtemperedaltruism or

enhghtenedself･interest,

4.ThelmpactoHnternationalMigrationandRemittancesonEconomic

Development
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ResearcllStudiesontheconsequencesofinternationalmigrationfrom

thepointofvieworthesen血ngcountryareconductedbasicallyundertwo

approaches:(1)trade･theoreticapproa血 3 and(2)developmenteconomics

approach.Intheformer,theimpactofinternationalmigrationonsocial

welfareisgenerallyassessedbasedonchangesintherelativepricesof

tradableandnon･tradablegoods.Ontheotherhand,thelatterapproachis

broaderinscopetoincludethevariedimpactsofmigrationtothedifferent

markets,Onacomprehensiveorpiecemealbasis.

Sincetheroleofinternationalmigration andremittancesonall

aspectsofeconomicdevelopmentoftIleSendingcountryiscentraltoour

researchstudy,inthissection,wewillfocusouranalysisonthesecond

approach.Beforeevaluatingtheeffectofinternationalmigrationinthe

differentmarketsonapiecemealbasis,wewillshowthegeneraleffectof

internationalmigrationonnationalincome,againusingthediagram in

Figure2.1above.

InFigure2.1,labormigrationcontinuesuntilpointP,inwhichthe

equilibriumwageforbothcountriesisPS.Thesendingcountrywillproduce

ASPM usingASamountoflabor.Atthesametime,remittancesLTrom

migrantsbytheamountoftheareaNSPW willarise.Therefore,forthe

sendingcountry,thetotalincomeistheareaANWPM,whichishigherthan

thenomigrationregimebythetriangle,PTW.Ontheotherhand,forthe

hostcountry,thetotalprodllCtionisaSPm,butitsfわreignlaborershaveto

SendremittancessothatthenetincomeisaNWPm,whichisalsohigherby

theareaPUW thantheno･migrationregime.Duetomigration,totalincome
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inbothcountriesincreased.

Thedistributionofincomebetweenlaborandcapitalwillalsobe

aftTectedbymigration.Theownersofcapitalinthesendingcountrywill

receiveless(from DTM toEPM),whileownersoflaborinthehostcountry

willreceiveless(fromaNUdtoaNWe).

Nowwearereadytoevaluatetheeffectofinternationalmigrationand

remittances0neconomicdevelopmentbylookingatthecon血tionsinthe

followingmarkets:

(1) labormarket(populationgrowthrate,fertilityrate,1aborforcegrowth

rate,skillscompositionofthelaborforce,wagesandunemployment

rate)

(2) externalsectol･(netfactorincomefrom abroad,tradeandcurrent

accountdeficits,exchangerates)

(3) marketforgoodsandservices (consumption,savingsandcapital

accumulation,prices)

(1) LaborMarket

Provi血ngreliefinthelabormarkethasbeenarguedasthemost

evidentofalltheeffectsofinternationalmigration(seeFigure2.1.above).In

Pakistan,almostone･thirdoftheincrementallaborforcewasabsorbedby

internationalemigration.InKorea,ithasbeennotedthatintheperiod

1978･1981,emigrationloweredunemploymentfrom6.8%to5.5%(Ghoshin

Broeck,1996).Inthesecases,thefulleffectofemigrationisrealizedonthe

assumptionthattheemigrantsareeitherunemployedorcanbesubstituted

byotherunemployedworkersinthesendingcountry,whichisfeasiblefor
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developingcountries.

One血awbackagainstthepositiveimpactofinternationalmlgration

onthelabormarketisthelossincurredbythesendingcountrythrough the

lossofhuman capital.Migrationisfoundtobeselectiveofthehighly

educatedand"moredynamicandenterprisingmembers"(GhoshinBroeck,

1996)sothattheoutnowofthebestworkerscouldpotentiallylowerfuture

economicgrowthbecauseofthelossofhumancapitalembo血edinthese

workers.

An othercontroversialissueabouttheeffectofemigrationinthelabor

marketisitsinfluenceontheskillscompositionoflabor(Am jad,1989).Ithas

beenarguedthatintheshort･run,theout爪OwofspecifictypesofskillSmay

causeitsshortageinthesourcecountry(especiallyirthereislimited

substitutabilityamongskills),andtlmS,highermoneywageratesinspecific

sectors･Insuchcase,thenetbenefit'from migrationmaybelowersince

lossesareincurredinfindingtheirreplacements.Ithasbeenobservedthatin

theshort･run,theconstructionsectoristhemosthighlyaffectedsectorinthe

Arab laborSendingeconomies,in Pakistan andin Korea.Thiscauses

temporarylaborshortageandanincreaseinmoneywagesexceedingthe

increaseinaveragewages(seeRodrigoandJayatissa,Kazi,andHyunin

Am jad,1989).Itisalsopossiblethatdomesticproductionintheaffected

sectorsshi允stocapital･intensivemethodssothatmigrationwillleadto

furtherlossofjobsdomestically.

Laboroutflow mayalsoaffectthelaborforceparticipationrate.

Dependingonthesubstitutionbetweenleisureorintrafamilyproductionand
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domesticwages,recipientsofremittancesmaychoosenottoworkanymore

andjustdependonwhattheyreceivefromabroad.Thisisobservedinsome

areaswhereinthefatherstaysathometotakecareofthechildrenwhilethe

mothergoesabroadtowork.Forwomen,therearetwowaysinwhichthe

participationorlaborincreasesduetointernationalmigration.First,insome

sectors,themigrationormalelaborerscausesshortage(althoughthismaybe

temporary)ofmanpowerandconsequently,raiseswages,tlmsinducing

femalelaborforceparticipationinthatparticularsector.Second,thenewand

increasingdemandforwomenlaborersasfactoryworkers,entertainers,

domestichelpersandnursesinthehostcountriescausesgreateropportunity

costofstayingathome.Therefore,moreandmorewomenareattractedto

workabroad,leadingtothefeminizationofinternationalmigration.

AnotberissueistheadaptabilityorskillSlearnedabroadinthe

domesticsetting.Ithasbeenarguedthatemigrants,especiallycontract

workers,acquiresomeskillsandknowledgeabroadthatcanbeusedwhen

theyreturntotheirhomecountry.However,s女illslearnedabroadcanbe

usefulintheorigincountryifoverseasemploymentinvolvesgreaterskill

thanthatathomeandirworkerswillreturnhomeandwillbeabletoapply

theirnewskillsdomestically.TheUnitedNations(1998,p.91)notesthat

brainwasteordeskillingiscommoninEasternEuropeinwhichhighly

skilledworkersworkinrelativelylowerskilledjobsinthedestination.

Moreover,reversetechnologytransferrarelytakesplace(UN,1998).This

maybebecausereturneesseldom applytheirnew skillsinindustrial

activitiesbutinsteadenterthedomesticservicesector(Straubhaar,1988),
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and,asinthecaseorPakistan,thereisahighdegreeorunemployment

amongthereturnees(KaziinAm jad,1989).Suchunemploymentmaybe

voluntary,butthemajorityisinvoluntary,thus,theyalsorepresentunused

domesticlaborandmaysignifytheinabilityofthedomesticeconomyto

absorbthem.

(2)ExternalSector

TheexternalsectorandthegoodsandseⅣicesmarketsaremainly

andcruciallylinkedtomigration'sroleinpromotingeconomicgrowthinthe

sourcecountrythroughremittancessentbyinternationalmigrantstothe

remainingmembersoftheirfamilies.As 0'ConnorandFarsakh(1996,p.21)

pointedout,"theimpactofremittancesonthemigrant･sen血ngcountrie5'

economiesisprobablythemostimportantdimensionofmigration.''Thisis

becauseremittancesdonotonlycontributesignificantlytotheconsumption,

savingsandinvestmentbehaviororitsrecipients.Italsohasimportant

implicationsonthesen血ngcountry'sbalanceorpaymentthroughthe

generationofforeigncurrenciesandalsoinitsincomedistribution.

Toprovideusaframeworkfortheanalysisoftheroleofremittances

onthenationaleconomythrough theexternalsectorchannel,wereferto

Figure2.2,whichwastakenfromGlytsos(1993).Thefirstrowshowstherole

orremittancesin relieving the fわreign exchange constraints in the

developmentprocessofthesendingcountry.Migrationwillhaveasignificant

impactonthebalanceofpaymentorthesen血ngcountryasdollarearnings

sentasremittancesoWsetthebalanceofpaymentsdeficitofthesending

country.
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Comparedtootllerformsofexternal financingsourceslikeforeign

investments,loansandaid,remittancesareabettersourcebecausethey

"bearnointerest,donothavetoberepaid,andtheiruseiSnottiedto

particularinvestmentsprojectswithahigh importcontent,(therefore)they

haveamorepositiveimpactonthebalanceorpayments."(Straubhaar,1988,

p.139).

Atthesametime,remittancesmaycontributetotheworseningofthe

balanceofpayments.Thiscanbeexplainedasfollows:Theincremental

demandfTorgoodsandservicesduetoremittanceswillpotentiallyraise

domesticoutputandemployment.However,iftheimportcontentofthe

consumptionorcapitalgoodstheremittancerecipientsbuyishigh,then,it

willbeaburdenonthecountry'sbalanceofpayment.Wecannotfindany

previousStudytosupportor血scre血tthishypothesis,andweattempttogive

someobseⅣationSaboutthisinchapter5.

(3) MarketforGoodsandServices

To show how remittances affectt.he macroeconomicvariables

concerningthegoodsandSerVicesmarketlikepricesandoutput,weagain

refertoFigure2.2.FromthesecondrowofFigure2,2downward,wecansee

howremittanceswillaffectthedomesticeconomythrough theconsumption,

investmentandproductionchannels.Althoughaggregateconsumptionwill

initiallydeclineaslaborersleavetoworkabroad,theremittancessentby

thesemigrantstotheirfamiliesbackhomecanbeusedtoaccumulate

savings,Orpurchaseconsumerandcapitalgoods.Asexpen血tureson

consumptiongoodsandservicesortheremittancerecipientsincrease,itwill
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inducefurtherproductionofgoods,causinghigherdemandforproduction

inputssuchaslaborandcapitaL

Onemeasurethatisoftenusedtomeasuretheeffectofmigrant

household'SconsumptionexpendituresoutorremittancesistheKeynesian

multiplier,whichcanbedefinedasthetotalincreaseinaggregateGDal

demandduetotheadditionall'DCOmegenerateddirectlyandindirectlyfrom

theexpen血turesundertakenbyremittancerecipients.Thisisincontrastto

themultiplierderivedfromanInput･Outputanalysis,whichistermedasthe

totalamountofl'Dtermedl'atel'DPutSrequireddirectlyandindirectlyinthe

productionofthegoodsconsumedbyremittancerecipients(Miya21aWa,1995).

Inthisseconddefinition,theimpactoftherecipients'consumptionisconfined

toitsinitial,first･roundcontributiontoflnaldemand.Inthisstudy,we

condllCtan input･Output analysis to determine the totalamountor

intermediate inputs and value･added income generated through the

first･roundconsumptionbyremittancerecipients(seechapter5).

Thesavingsandinvestmentbehaviorofremittancerecipientsalso

a胞ctseconomicgrowth.Ifremittancesareusedforsavings,itwillrepresent

postponedconsumptionorfutureinvestment.Ifremittancesareinvestedin

human (like education ortraining)orphysical(like machineriesor

equipments)capital,thenitwillinducehigherfutureearningsforthe

remittancerecipients.Itisalsopossiblethatremittancesareinvestedin

goodsthatareconsumedintertemporallylikerealestateandhousing.

Authesewillinnuenceaggregatepricesandproductivity,depen血ng

onhowfastproductionrespondstoincreaseddemandandspeculation,inthe
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caseofrealassets.Dependingonwhethertheincreaseddemandresulting

fromhigherremittancesaresatisfiedbydomesticoutputexpansion,likefor

example,realestateproperties,remittanceswilladverselya胞ctdomestic

prices.Inthiscase,theneteffectofremittancestonon･migranthouseholds

dependsonthegainfrom higherdomesticemploymentandlossofreal

purchasingpowerduetoinnatiom

We have seen above that (1) the consumption,SaVings and

investmentsbehaviorofremittancerecipientscomparedtonon･recipientsand

(2)theallocationorremittancesamongconsumptiongoods,savingsand

investmentgoodsarecrucialindeterminingtheimpactorinternational

migrationoneconomicgrowth.ToglVelighttothesetwoissues,wemention

thefindingsfrom descriptivestudiesfわundinAm jad(1989)regarding

migrantSen血ngcountriesinAsia.

Regardingthedifferencesinconsumption,savings4 andinvestment

behaviors,itwasfoundoutthatinmostcountries,remittancerecipientsdo

nothavethesameconsumption,savingsandinvestmentspatternsaSthe

non･recipients,exceptinSriLanka.InPakistan,Thailand,Philippinesand

Bangladesh,the average and marginalsavingsratesare higherfわr

remittancerecipientscomparedtonon･recipients,althoughitispartly

attributedtothehigheraverageincomeofrecipienthouseholds.Bautistaand

Lamberte (1990)andTan (1991)suggestedthat,in thecaseofthe

Philippines,savingsratesaredi胞rentbecausehouseholdswith migrant

treatincomefわrabroadastransitoryincome,andassuch,ahigherportionis

savedoritsconsumptionis"spread"intertemporally.
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Ontheotherhand,theissueofwhetherremittancesareusedmainly

forunproductiveorwastefulpurposeshasyettobesettledbyeconomistsand

socialscientists.Thecommonviewhasbeenthat"savingsfromremittances

are used principally for non･productive zleDtl'eTforms ofinvestment,

particularlyland,housingandhomerepair5''(Brown,1995,p.21).Studiesby

Mahmudf♭rBangladesh,KaziforPakistan,TingsabadhforThailand(all

studiesfoundinAm jad,1989)foundthesametrendthatalargeportionof

remittancesareutilizedfor"non･commercial"investmentsandrecurrent

consumptionthatwillimprovethelivingstandardsorthemigranthousehold.

Glytsos(1993)andStahlandHabib(1989),however,refutedthis

claimandarguedthatevenirinvestmentsareunproductiveorremittances

arebeingused丘)rconsumerexpenditures,remittancesstillcontributeto

economicgrowthinitsbroadersensebecauseofintersectorallinkages.The

presentstudysupportsGlytsosandStahlandHabibinemphasizingthe

importance orintersectorallinkagesin assessing the contribution of

expen血tureSIiomremittancestoeconomicgrowth.

Inadditiontothemicroeconomicchannelinwhichremittancesaffect

economicgrowth,wecanalso血rectlyassesstllemaCrOeCOnOmicimpactor

remittancestonationalsavlngS,Whichbecomespossibleregardlessofwho

undertakestheactualinvestment.EmpiricalstudiesinAmjad(1989)showed

eitheranegative(inthecaseofthePhilippinesandPakistan)orazero(in

thecaseofIndia)eWectofremittancestoaggregatesavings.However,we

cannotfindanyconvincingjustificationfortheirresults.

With seriousconsideration orthe possible avenues in which
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internationalmigration and remittances affecteconomic development

through itsimpactonthemarketsforlabor,goodsandservicesandthe

externalsector,andtheissuesconcerningthem,weattempttogivesome

lighttotheseissuesbyidentifyinghowremittancesarespentandbyrelating

theseeXpen血turesonthegrossoutput,employmentgeneration,Capital

accumulationorinvestmentsandbalanceofpaymentofthePhilippinesin

chapter5.

Finally,anotherimpactofremittances,which hasbeengaining

interestisitsrelationshipwith incomedistributioninthesendingcountry

sinceremittancesprovideupwardmobilitytoremittancerecipientsinthe

income血stributionofthecountry.Empiricalstu血esonwhetherremittances

raiseorreduceinequalitywereconductedbydecomposingtheGinicoe爪cient,

acommonly･usedmeasureofnational inequality(seeforexample,Stark,

TaylorandYit21haki(1986,1988),Adams(1991,1996),Taylor(1992),

Rodriguez(1998)andBarham andBoucher(1998)).Moststudiesconcluded

thatremittancesworsenthe血stributionorincome.Wewill血scussthisissue

andgiveempiricalsupporttoremittances'unequalizingeffectinchapter6.

5.Summary

lnthischapter,Wehavetriedtogiveacomprehensivesummaryor

previousworksinthefieldofinternationalmigration.Wehavelimitedour

suⅣeyonthedeterminantsandconsequencesoflabormovementona

piecemealbasisandfromthepointofviewofthesendingcountry.Wehave

alsopresentedtheexistinghypothesesonthelinkagebetweeninternational
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migrationandeconomicdevelopment,whichrunsinboth血rections,i.eリーhe

formerisbothacauseandaconsequenceoftheother.

Wehavealsoseenthatmanyofthesehypothesesstillremaintobe

validated,andtherefわre,thereisa血reneedf♭rajournalisticeconomic

researchStudyemployingempiricalmethodsineconomics. Thispresent

studyisthereforeanattempttocontributetothecurrenteconomicliterature

oninternationalmigrationbytestingsomeofthesehypothesesinthecaseor

thePhilippines.
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FootnotesorChapter2

1Although theirstudieswereintendedforrural･urbanmigration,wecan

applyittointernationalmigrationwithslightmodifications(seeforexample,

MasseyetaJ,1993;Otsuka,1993;Straubhaar,1988).

2 ForasummaryofpreviousfindingsregardingtheHarris･Todarotype

modelsofinternalmigration,seeYap,(1977),pp.258-261.

3 Researchstudieswit.himthetradewelfare-theoreticalframeworkassume

thattheeconomyproducesboth tradedandnontradedgoodsandthereis

fixedtermsoftrade.Byintroducingnontradedgoodsintheanalysis,cllangeS

in factorendowmentswillaffecttheprice ofnon-traded goods,and

consequently,thewelfareofnon･emigrants.Fordetails,seeBhagwatiand

Rodriguez(1975),Rivera･Batiz(1982)andDjacic(1986).

4Althoughthede丘nitionofsavingsvaryamongthesecountries.

6Bycapitalaccumulationandinvestments,Wemeantheamountorcapital

inducedbyhigherdemandforconsumergoods.Wedonotrefertotheeffectof

theremittancesspentbyitsrecipientsoninvestmentorcapitalgoods.
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Rivera･Batiz,F.(1982).̀ÌnternationalMigration,Non･TradedGoods,and

EconomicWelfareintheSourceCountry.''JoumalofDeyekpment

EcoDOmJ'csll:81･90.

Rodrigo,C_and氏.Jayatissa.(1989)."MaximizingBenefitsfrom Labour

Migration:SriLanka.''In:TotheGuuaDdBack.R.Am jad(editor)

Geneva:InternationalLabourOrganization.

Rosenzweig,M.and0.Stark.(1989)."Consum ptionSmoothing,Migration

andMarriage:Evidencefrom RuralIndia."JoumalofPo11't}'cal

EcoDOmy97(4):905･926.

Rotte,R.andM.Ⅶgler.(1998)."DeterminantsoHnternationalMigration:

EmpiricalEvidenceforMigration from DeveloplngCountriesto

39



Germany."CEfRDjscussJ'oDPapern0.1920

Saith,A.(1997)."EmigrationPressuresandStructuralChange.CaseStudy

ofthePhilippines."htematl'OnalMLdat)'onPapem,no.19.Geneva:

ILO.

Salvatore,D.(1981)."ATheoreticalandEmpiricalEvaluationandExtension

ofthe Todaro Migration Model."RegT'oDalSc)Penceand Uzlban

Ecat70m)'csll:4991508.

Schultz,T.P.(1982a)."NotesontheEstimationofMigrationDecision

Functions."In:MliT:at)'oD andtheLabα･MaL:betl'D DevelopiT7g

CouDtn'esa.Sabot(editor).U.S.A.1'WestviewPress.

.(1982b)."Lifetime Migration within EducationalStrata in

Venezuela:EstimatesofaLogisticModel.''Econom)'cDevekpment

aDdCzL1tuz781(訪aDge30(3):559･593.

Schwartz,A.(1973)."InterpretingtheEffectofDistanceonMigration."

JoumalolPolL'tlcalEconomy81:1153･1169.

.(1976)."Migration,AgeandEducation.""JoumalofRol}'tJ'Cal

EcoDOmy84:701･719.

Sjaastad,L(1962)."TheCostsandReturnstoHuman Migration:'Joumalof

Poll't1-calEconomy70:80･92.

Stahl,C.and A.Habib.(1989)."The ImpactofOverseasWorkers'

RemittancesonIndigenousIndustries.''meBet,ekpIDgEconom)'es

27(3):269･285.

Stark,0.(1991).TLeMliT:BtL'oDOfLGbw.Massaclmsetts:BasilBlackwell,

Inc.

40



andR.E.良.Lucas.(1988)."Migration,RemittancesandFamily."

EcoDOml'cDetTelopmeDtandCultumlCnaDge36:465･481.

andE.J.Taylor.(1989)."RelativeDeprivationandInternational

Migration.''DemogTaPLy26:1･14.

E.TaylorandS.Yitzaki.(1986)."RemittancesandInequality."

Ecomoml'cJouz:Da196:722･740.

andS.Yitzaki.(1988)."Migration,RemittancesandInequality:A

SensitivityAn alysiSUsingtheExtendedGinilndex."JozLmalol

DevelopmeDtEcoDOml'cs28:309･322.

Straubhaar,T.(1988).ODtheEcoDOml'csolIDtematl'oDalMli招t}'oD.Bern,

Stuttgart:Haupt.

Tan, E.(1991) "Overseas Employment, Savings Rate and Income

Distribution:ThePhilippineCase."PaperprleSeDtedat地eSecond

JapaD ･A点&4｣VFomm oDJDtematl'oDalLabouzIMJ'gT:atl'oml'DAsL'&.

UNU･ILOProject.

Taylor,J.,(editor)(1996).DeT'ekpmeDtStzlateByEmploymentBDdM)かatjoDI

ZDSI'gLtslTOmModels.Paris:OECDDevelopmentCenter.

Tingsabadh,C.(1989).`̀MaximizingDevelopmentBenefitsfrom Labour

Migration:Thailand:'In:TotheGuuBDdBack.R.Am jad.(editor)

Geneva:InternationalLabourOrganization.

UnitedNations.(1998).htemBt}'oDalMliTatl'oDRoL'cles.Geneva:UN.

Yap,L.(1977)."TheAttraction ofCities:A Review oftheMigration

Literature."JoumalofDevelopmeDtEcoDOm)'cS4:239･264.

41



Chapter3

ADescriptiveAnalysisoHnternational

MigrationinthePhilipplneS

1. Introduction

Thepurposeorthischapteristopresentandevaluatetheconditionof

internationalmigrationinthePhilippines.Drawlngfrom previousstudies

andusingrecentlyavailablemacroeconomicdataandnationalsurveyresults,

wewill:

(1) estimatethemagnitudeofinternationalmigrationandremittances,

(2) describetheattributesofFilipinoswhoworkabroad,and

(3) assessthelinkagesbetweeninternationalmigrationandremittances

ononehand,andeconomicdevelopmentontheother,throughthe

former'simpactinthemarketsforlabor,goodsandservicesandthe

externalsector.

Theavailabilityandaccuracyofdatahavebecomesomeofthemain

constraints in conducting empiricalresearch regar血ng international

mlgration,especiallyfromthepointofviewofthesendingorsourcecountry.

Forexample,thereareveryfewavailabledataforthestockofacountry's

nationalsabroad.Recordsoninternationalremittancesusuallyincludeonly

thatportionwhichissentthrough thejTormalbankinginstitutions.
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Inthischapter,formacroeconomicdata,wewilldrawmainlyfromthe

WorldDevelopmentIndicators2000(WorldBank,2000).Formicroeconomic

data,wewillutilizesurveydatafrom Philippinegovernmentagencieslike

the Philippine Overseas Employment A血ninistration (POEA), the

CommissiononFilipinosOverseas(CFO)andtheNationalStatisticsOmce

(NSO),whichconductstheSuⅣeyonOverseasFilipinos(SOP)andthe

FamilyIncomeandExpen血tureSuⅣey(FIES).Whenappropriateand

available,Wewillalsoquoteresultsfromstudiesusingsmall･samplesurveys.

Thischapterisorganizedasfollows:Insection2,Wewillpresentand

compareavailabledatafromdifferentsourcesregardingtheflowandstockof

internationalmigrantsinthePhilippinesandtheirremittances.Weshow

thattheavailabledataareshort,andthattherearewidediscrepanciesin

theirestimations.In section 3,Wedealwith theselectivityissuein

internationalmigration.Wedrawsomegeneralizationsregardingtheage,

gender,educationalattainment,typeofoccupationinthePhilippinesandin

thedestination,andcountryofdestinationorthemigrants.Section4will

emphasizethetwo･wayrelationshipofinternationalmigrationwith the

different macroeconomic fundamental parameters like population,

employmentrates,balanceofpayments,andcapitalformation.Insection5,

wewillgiveabriefintroductionorthehistoryandcurrentsituationofthe

overseasemploymentprogram policyofthePhilippinegovernment.The

summaryofthischapterisfoundinsection6.

2. TheFlowandStockofFdipinoMigrantsandRemittances
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2.1.ElowaDdStockolFl'11か'DOMl&ants

TheFilipinomigrantsarebasicallyclassifiedinto(1)registered

permanentemigrants,(2)documentedoverseascontractworkers(OCWs)and

(3)illegallydocumentedaliens.Table3.1below showsthecompositionof

documentedFilipinosleavingthecountryannuallysince1975.

0falltypesofemigration,permanentemigrationexperiencedtile

minimalincrease,averagingonly7%forthepast25yearsandwith some

periodsregisteringnegativegrowth.PermanentemigrantsareFilipinoswho

eventuallybecomenaturalizedcitizensofthedestinationcountry.Inthepast,

mostemigrationofthistypewasdueto`̀chainmigration"resultingfrom

networkingwithFilipinoemigrantsinthehostcountryortothepolicyof

migration"tojointhefamily''inthehostcountry.An emerginggroupof

permanentemigrantscomprisesorFilipinowomenwhosehusbandSare

citizensofthedestinationcountrieslikeJapan,AustraliaandGermany.

Ontheotherhand,theOCWs,whichmakeupforthemajorityofthe

annualdepartures,consistorsea･basedandland･basedFilipinoworkerswho

returntothePhilippineswhentheiroverseascontractexpires.Thecontract

termvariesdepen血ngonthehostcountry'simmigrationpolicies,butusually,

itlastsforoneandtwoyearsforsea･based andland-basedworkers

respectively.ReferringtoTable3.1,wecan seethattheincreasein

land･baSedOCWswasveryhighuntilmid･1980SwhenMiddleEastcountries

rusheditsinfrastructuresusing"oilmoney"orincomefromthesaleofcrude

oil.Theaverageannualincreaseinthenumberoftheland･basedOCWs,at

21.21%,isthehighestamongalltypes.Ontheotherhand,international
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shippiIlgCOmpaniesregularlyemployFilipinoseamen,altl10ughinthe1990S,

strongcompetitionwith seamenfromVietnam andChinaresultedinlower

increaseindemandforFilipinosea-basedworkers.

FromTable3.1,wecanalsoSeethatinthepast25years,thetotal

numberornon･tourist,registeredFilipinosleavingfわrabroadannuallyhas

beengenerallyincreasing,withthe1999value(877,528persons)morethan

17timesthatofthe1975level(50,527persons).

Finally,Wedonothaverecordsorthenoworundocumentedemigrants,

wholeavethecountry'sinternationalairportsaStouristsorslipoutthrough

thebackdoorsorthecountry.Inthefわrmer,emigrantswerenot`̀illegal"

duringtheirtimeofentrytothehostcountry,buthaveoverstayedtheirvisa,

thuspreventingtheirlegalreturntothePhilippines.Theyareusuallylbund

intheUnitedStates,JapanandKorea.Forthelatter,theemigrantsusually

departwithoutgoingthroughtheproperimmigrationproceduresbyboat,

mostlyfrom theMindanaoIslandtoMalaysia.About35percentofthese

undocumentedworkersarebelievedtobeworkinginAsiaandOceania

(OECD,1998).

Next,wesummarizeinTable3.2thedifferentestimatesconductedby

differentinstitutionsregardingthestockofFilipinosabroad.First,for

permanentemigrants,basedon datafrom CFO,thetotalnumberof

registeredpermanentemigrantsfrom 1975･1999was1.239millionpersons

(seeTable3.1),althoughwedonothavedatapriorto1975.Anotherwayor

estimatingthestockisbyutilizingdatafromthehostcountries.TheUnited

StatesCensushasrecordedthatthestockoritspopulationborninthe
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Philippinesin1990was912,700personsandfrom 199111999,thenumberof

registeredemigrantswas338,100.Therefore,until1999,thestockof

emigrantstotheUSi81.25million.Tllisamountstoapproximately72%or

thetotalregisteredemigrants(seeTable3.10below),givingusthetotal

estimatedstockofpermanentemigrantsaroundtheworldasof1999tobe

roughly1.74million.Wealsopresentourestimatesfb∫1997inTable3.2.

Second,regar血ngthestockofFilipinoworkers,whoarealsocal】ed

"circulatoryOCWs"(Saith,1997),itsestimationisproblematicsincethe

governmentdoesnotkeeprecordofthenumberofOCWswhoreturntothe

countryafterservingtheircontractinthehostcountry.Nevertheless,wecan

extrapolatethetotalnumberoremigrantsusingavailablecensusdata,justto

giveusanideaonitsmagnitude.

First,accor血ngtoanOECDstudy(1998,p.12),thestockofFilipino

workers,inclu血ngundocumentedworkersisestimatedat4.2millionin1997.

Orthis,2.4millionlaborersareOCWs,whiletheremaining1.8million

personsareundocumentedworkers.

Wecanalsoextrapolatethe1997stockofOCWsusingpastdatafrom

theSOFandPOEA.Ithasbeenshownthatthestockofworkersdeployedby

POEAannuallyisabout35･45percentortheestimatednumberorOCWsf♭r

April･SeptemberofthesameyearbasedonSOF(NSO,1997).Thetotal

numberofland･basedandsea･basedFilipinoOCWsdeployedbyPOEA

duringtheSameperiodis384,076.Fromthis,Wecanestimatethestockor

overseasFilipinoworkersin1997也total2.195million.

Summingtheestimatednumberofpermanentemigrants,OCWsand
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illegitimateworkerswillgiveusthetotalStockofFilipinosabroadtoreachat

least5milhonpersonsdependingontheestimationmethodused.Thisis

about6.67%ofthetotalpopulationof73.53millionin1997.

2.2 ElowolZDteZ:Datl'oDalRemL'ttances

Next,Weevaluatethemagnitudeorinternationalremittancesinthe

Philippinesinwllich,likeinthecaseorthestockofemigrants,Wealso

encounterestimationproblems.Wecancitethefollowingthreesourcesof

dataonremittances:(1)theBaDgkoSeDtTalDgh'11如DaS(BSP)(CentralBank

ofthePhilippines);(2)theFIES,Land(3)theSOF.Theirrespectiveestimates

areshownandcomparedinTable3.3.

Eachofthesedatasetshasitsownweaknessthatquestionswhetherit

isthemostreliableestimationornot.TheBSPhasdatareports0nthat

fractionofactualremittancessentthrough theformalbankingsystem and

doesnotreflectremittancesin theform ofmaterialgoodsandunreported

cashsentthrough privatecouriers,fellowmigrantsandrelatives.1Inthis

sense,householdsurveyssuchastheFIESandSOFmaygiveabetter

indicationorthemagnitudeofremittancescomingtothePhilippines.

The Family Income and Expenditure SuⅣey (FIES)asksthe

householdrespondentabouttheamountofmoneyitreceivesfrom abroad

accordingtothefollowingclassifications:(1)incomefromamemberwhoisan

overseascontractworker,(2)incomefrom amemberwhoisapermanent

migrant,and(3)incomefromothersourceslikepensions,dividendsandcash

giftsfrom abroad.Wegivedetailsaboutremittancesestimatedusingthis

surveydatainChapter5.Ontheotherhand,theSOFextractsinformation
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onthemigranthimself/herself.Thedataincludesremittancestransferredin

cashandkind,sentthrough thebankingsystem,through friendsorbrought

homebythemigrantllimselmlerSelfwhenhereturnstothecountry.

Surveydata,however,tendtobeunder･reportedandsubjectto

memory･recall(Rodriguez,1996).For1991whendataforallsourcesare

available,Wecanseethattherearewidediscrepanciesintheirvalues.

Rodriguez(1996,p.176)foundoutthattheFIESdata"tendedtobetwiceas

largeastheBSPdata''andtheSOFdataare"somewhereinbetween"forthe

year1991.However,comparingSOFandBSPdataforsucceedingyears,

BSP'sestimationismuchhigherthanthosederivedfromsurveyresults.This

suggeststhatsurveyresultssuchastheFIESandSOFmaybegrossly

underreported.

Forourpurpose,wewilluseBSP'sresultsin evaluatingthe

magnitudeoftotalandaverageremittances.WerefertoFigure3.1toshow

theincreaseintotalandaverageremittancesintheperiod1980･1998.7btal

andaverageremittancesstea血lyincreasedannuallyuntil1997whenit

considerablydecreasedduetotheAsiancurrencycrisis.

Withregardstothecountrywheretheremittancescamefrom,we

refertoTable3.4.Ofthetotalamountofremittancesin1990･1999,about

60%･80%originatedfromtheUnitedStates,followedbySaudiArabia,Hong

Kong,Japan,andtheUnitedKingdom.Thelargeamountofremittancesfrom

theUnitedStates,eveniritisnotthemaindestinationofFilipinomigrants,

reflectsthepracticeofbankstotransfertheremittancestotheirmainoffice

intheUnitedStatesfirstbeforesendingthemtothePhilippines.As aresult,
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Figure3.1.TotalandAverageRemittancesofOverseasContractWorkers(OCWs)

(Land-basedandSea-based)(1980-1998)

(inconstant1995Use)

80 82 84 86 88 90 92 94 96 98

巨≡≡≡ヨTota)Remittances(mi"ionUs令)- AverageRemittances(Us令)

Sources:forremittances,BangkoSentraLngPilipinas

fornumberofOCWs:PhilippineOverseasEmp一oymentAdministration
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theCentralBankrecordsthemasremitt,ancesfromtheUnitedStates.This

practicetakesplaceespeciallyinthecaseofremittancesfrom theMiddle

East.

Wecanalsoclassifyremittancesbasedonthemodeofremittance.

Table3.5showsthatontheaverage,remittancessentincashcompriseabout

70%oftotalremittances.Cashremittancesaresentthroughbanks,agencyor

localoffices,friendsandco･workers,andcourier(door･to･door)services.That

thebulkorremittancesincasharechanneledthroughbankscanbepartly

explained by the government's active implementation ormandatory

remittanceprogram.Ontheotherhand,theshareofremittancesbrought

homebythemigranthimself,whichcanbeconsideredthesavingsofthe

migrantduringhisStayabroad,isonthedecline.

3. Wh oMigratesandWhoDoesNot?:TheSelectivityofMigrants

Next,wewilldrawsomegeneralizationsregardingtheage,gender,

s女ills,educationalattainmentanddestination,orOCWsandpermanent

emigrantsabroad.TheselectivityiSSueisrelevantbecauseweknowthat

migrantsarenotahomogenousgroup ofpeople andtherefore,their

compositionwillhaveseriousimplicationsontheircontributiontothe

economyofthesen血ngcountry.

3.1.Age

Table3.6andFigure3.2showtheageprofileofFilipinoOCWsand

permanentemigrantsin1988,1993and1996accor血ngtogender.First,

regar血ngOCWs,WecanseethatthemajorityortheOCWsareofprime
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Table3.5.CompositionofOverSeaSContractWorkers-(OCWS)Remittancesby
ModeofRemittance(1993･1996)

Mode 1993 1994 1995 1996

CashSent 66.20% 71.43% 71.66% 73.31%

(as(%)orTotalCashSent)Banks 63.78% 65.45% 64.53% 67.78%

Agency/LocalOfflCe 4.45% 3.51% 4.13% 6.80%

Friends/Co.workers 6.48% 5.36% 3.31% 3.65%

Courier(Doorto.Door) 22.38% 24.05% 24.94% 20.80%

Others 2.90% 1.63% 3.10% 0.97%

Total 100.00% 100.00% 100.00% 100.00%

CasムBzlOUghtHome 22.46% 19.29% 15.74% 15.79%

InK'nd ll.34% 9.28% 12.59% 10.90%

Note:ThedataincluderemittancesinApril-Septemberofeachyearonly

Source:SurveyonOverseasFilipinos(SOF)



Table3.6.GenderAgePro丘leofOverseasContractWorkers(OCWs)andPermanentEmigrants,
15yearsandabove(January,1988,1993and1996)

AgeBracket 0VerseaSContractWorkers(OCWs) ★★PermanentEmigrantsJanuary,1988 1993 1996 1988 1993 1996
(yearsold) (as%ortotal) (as%ortotal) (as%ortotal) (as%ortotal) (as%oftotal)(as%oftotal)

BothSeXes14andbelow 0.00 0.00 0.00 21.68 18.87 19.97
15-24 17.28 14.57 14.44 19.98 21.86 22.13
25-34 43.33 43.13 42.22 22.85 23.34 21.93
35-44 25.85 29.14 28.78 13.53 12.83 11.93

45andaboVe 13.53 13.16 14.66 22.04 23.09 24.03

Male t ■ ◆59.11 59.26 55.89 ◆ .■ ◆42.44 39.52 40.13
15-24 7.14 8.18 10.12
25.34 43.85 41.12 39.09
35-44 30.11 34.33 31.94

45andaboVe 18.91 15.97 18.65

Female ★ ★ ★40.89 40.70 44.ll ★ ★ ★57,56 60.48 59.87

15-24 31.94 23.71 19.95
25-34 42.56 46.00 45.96
35-44 19.7 21.71 24.24

aspercentageofthetotal(male+femaleOCWs)
Nodataavadableforgender-ageprofileofpermanentemigrants.

Sources:
forOCWs:1993SuⅣeyonOverseasFilipinos(SOF).

1996:Author'sCalculationsfromSurveyonOverseasFilipinos(SOF)Database,1996.
forPermanentEmigrants:CommissiononFilipinosOverseas.
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workingage,with morethan40%ofthetotalOCWsinthe25･34yearsold

agebracket.Second,whilethistrendisfoundinboth genders,weseethat

femaleOCWsarerelativelyyoungerthantheirmalecounterparts,Third,if

wecomparethedatafor1996withthosefor1988and1993,weobservethat

(1)maleworkersclassifiedintoagegroupshavebecomemoredispersed,(2)

仙eshareofpersonsabove45yearsoldhasincreasedconsiderablylbrboth

menandwomen,and(3)theshareofwomenagedlessthan25yearsoldhas

significantlydeclined.

From thesed)servations,Wecansaythatyoungerpeoplearestill

moreinclinedtoworkabroadthanolderpeoplebecausetheoretically,they

havealongertimeperiodtomaximi21etheexpectedearningsinthehost

country.Thisalsoreflectsthetypeoflaborthatisbeingdemandedbythe

industriesortllehostcountry,i.e.,theserviceandblue･collarsectorsthat

requirephysicalstrengthandyouth.Thatthegovernmentstrictlyimposes

agerestriction,particularlyforwomen,isreflectedinthedecliningshareof

womenbelow25yearsoldtototalwomenOCWs.

InTable3.6,wealsopresenttheagepro丘leorpermanentemigrants.

Wecanseethatthepermanentemigrantsaremorewidelydispersedamong

theyoungandoldcomparedtoOCWs.Moreover,theshareofthosewhoare,

bydefinition,noteconomicallyactivegroup(lessthan15yearsoldormore

than60yearsold)isabout40%ofthetotal.Thisimpliesthatmanyofthe

permanentemigrantsaredependentsofparentsorchildrenwhoarealready

permanentresidentsinthedestinationcotmtries.Thisalsoreflectsthe

immigrationpoliciesofreceivingcountrieswhichallowpermanentmigration
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onlyforthepurposeofjoiningrelativesinthehostcountry,and,atleast

superficially,notforemploymentpurposes.

3.2.Gender

WecanseeanincreasingfeminizationofOCWsinrecentyears,

reflectingchangesinboththedemandandsupplysides.Table3.6showsthat

theshareoffemaleOCWsishigherin1996(44.11%)comparedtothatin

1988or1993.First,onthedemandforemigrantside,wecanseethatthe

shareofserviceworkershasincreased(seebelow),andfemaledomestic

helpersmakeupahigh percentageoftheserviceworkers(Go,inOECD,

1998).Then,onthesupplyside,thelaborforceparticipationrateofFilipino

women(atmorethan48%)isrelativelyhigh,Thesewomenhavebegun也

participatealsointheinternationallabormarketandinsodoing,toassume

theroleofbreadwinnerinthefam ily.

Whenwecomparethegendercompositionofpermanentemigrants

fromthePhilippinesin1988,1993and1996(seeTable3.6),Wecandetecta

trendthatmorewomenthanmengoabroadaspermanentemigrants.Thisis

especiallytruebecausemorewomenthanmeninthePhilippinesmarry

nationalsofforeigncountries,sothatannually,about200/.ofallpermanent

emigrantsarehousewiveswhojointhehusbandabroad.Moreover,this

reflectstheimmigration policiesofreceivingcountriestowardsfamily

unificationbetweenitscitizens,bybirthornaturalized,andtheremaining

familymembersinthesourcecountry.

3.3.Educat)'OnalAtLal'nmeDt

ThemajorityofOCWsandpermanentemigrantsfromthePhilippines
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haveatleasthighschooleducation,whileaboutlO･13% orthem have

elementaryeducationonly,asshowninTable3.7.Irweconsidereducational

attainmentasaproxyforskills,withthosewithcollegeeducationasskilled,

andthosewithhigh schoolorelementaryeducationasunskilled,thenfrom

thedatainTable3.7,WecansaythataroundhalfofthetotalFilipino

emigrantsareskilled.

ForOCWs,themalesareslightlybettereducatedthantheirfemale

counterparts.Comparingthetwoperiods,1988and1996,Wecanseethatthe

shareofthosewithelementaryeducationonlyincreasedslightly,implying

thattheopportunitiesintheinternationallabormarketevenforthistypeof

workershavebeenslowlyontheriseinrecentyears.

Thatthosewithcollegeeducationcompriseabigshare(about40%)of

thetotalisalSoevidentinthedataforpermanentemigrants.However,

comparedtoOCWs,thepercentageofthosewithelementaryeducationonlyis

higherbecausethesepermanentemigrantsdonotnecessarilygoabroad也

participateinthehostcountry'slabormarketbuttheygoasdependentsof

permanentemigrantsandforeignnationals.

3.4. Occupab'oDa1Jobs

ThedistributionorOCWsbasedonoccupationalgroupsf♭rtheperiod

1992･1997isshowninTable3.8andFigure3.3.Wecan identifythe

occupationsinwhichthedemandforFilipinoOCWsishigh:professionaland

technicalworkers,semiceworkersandproductionworkers,whichinall

compriseabout90%ofthetotal.Professionalandtechnicalworkersinclude

medicalanddentaldoctors,architects,engineers,teachers,creativeartists
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Table3.7.GenderEducationalAttainmentPro丘leofOverseasContractWorkers(OCWs)

andPermanentEmigrants(January,1988and1996)

EducationalAttainment 0VerseasContractWorkers(OCWs) 一■IPermanentEmigrantsJanuary,1988 1996 January,1988 1996
(as%ortotal) (as%oftotal) (as%oftotal) (as%oftotal)

BothSeXes 100.00 100.00 100.00 100.00

Elementary 10.11 12.05 20.43 18.28

HighSchool 33.35 30.16 *** ***26.31 32.43
CollegeandPostGraduate 56.26 57.79 42.39 41.65

NotReported 0.28 0.00 ★★★★ ★★★★10.87 7.64

Male ● ■59.11 55.89 ★ ★42,44 40.13

Elementary 9.99 11.01
HighSchool 32.13 26.47
CollegeandPostGraduate 57.73 62.52
NotReported 0.15 0.00

Female ★ ★40.89 44.ll ★ ★57.56 59.87

Elementary 10.43 13.35
HighSchool 35.13 34.84
CollegeandPostGraduate 54.17 51.81

Notes:~aspercentageofthetotal‥
Nodataavailableforgenderageprofileofpermanentemigrants.

'''Includesthosewhohavereceivedvocationaltrainlng.
●…Includesthosewithnoformaleducationandthosewhoarenotofschoolingage.

Sources:January,1988:IntegratedSuⅣeyofHouseholds,NationalStatisticsOffice･
1996:Author'SCalculationsfromSurveyonOverseasFilipinos(SOF)Database



Table3.8.DeploymentOrNewlyHiredOverseasContractWorkers
(OCWS)byOccupationGroups(1992･1997)

OCCUPATIONGROUPS 1992 1994 1996 1997
(%)share (%)Share (%)share (%)Share

ProfessionalandTechnicalWorkers 27.72 28.46 17.52 23.22

ManagerialWorkers 0,11 0.13 0.15 0.26

ClericalWorkers 2.09 1.46 1.54 1.64

SalesWorkers 1.04 0.85 0.94 1.19

SerViceWorkers 31.63 35.04 41.18 34.64

AgriculturalWorkers 0.78 0.49 0.40 0.25

ProductionWorkers 36.61 33.51 36.78 38.79

OthersNotElsewhereClassified 0.03 0.05 1.49 0.00

Source･'PhilippineOverseasEmploymentAdministration(POEA)



Figure3.3.OccupationofNewly･HiredOverseasContractWorkers(OCWs)(1992,1994,1996)

1992

0ccupationGroups
I ProfessionalandTechnicalWorkers

2 ManagerialWorkers
3 C1ericalWorkers
4 SalesWorkers

source:phihppineOverseasEmploymentAdministration(POEA)

1994

5 ServiceWorkers

6 Agricu lturalWorkers

7 Produ ctionWorkers
8 0thers (InvalidCategory)



andaircraftsandshipsofficersandmanyofthemareemployedintheUnited

StatesandCanada.ServiceworkersconsistOrthoseinthehousekeeping

service(domestichelpers),hotelandrestaurantbusiness,hairdressersand

beauticiansandprotectiveserviceworkers.Theyarehighlyconcentratedin

HongKong,Sau血 ArabiaandSingapore.Ontheotherhand,thebulkor

productionworkers(transportequipmentoperators,constructionworkers,

machineoperators,andmanufacturingworkers)arefoundinSaudiArabia

andTaiwan.

LetusnowlookmorecloselyatthecompositionofOCWsbasedon

occupationandgenderintheyear1995.From Table3.9,wecan血awthe

followingobservations:First,about4Outof10OCWsareintheservicesector

(40.63%)ortheproduction/manufacturingsector(40.380/.).Second,the

majorityofmaleOCWsareemployedasproductionworkers(68.99%),while

72.82%ofallfemaleworkersareemployedasserviceworkers.Third,Filipino

workersareseldomfoundholdingjobsasagriculturalormanagerialworkers.

Lastly,werefertocolumn4ofTable3.9.Here,wecanseethatonly15%ofall

serviceworkersfromthePhilippinesaremale,whileonlyabout10.59%ofall

productionworkersarefemale.Allthesesuggestthatthedemandforforeign

laborinthedestinationsisnotonlyhighlyconcentratedinsometypesof

occupation,butalso,thatthedemandfortheseoccupationsishighlybiased

eithertowardsthemaleorthefemalegender.

Anotherissuethathastobelookedatisthepossiblemismatch

betweentheoccupationoftheemigrantbefわrehe/shemigratesandhis仙er

jobabroad.Wecanseefrom abovethatthemajorityofOCWsarecollege
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Table3.9.CompositionofOverseasContractWorkers(OCWS)
byGenderandMajorOccupationGroups(1995)

OCCUPATⅠONGROUP %ofFemaleAll Male Female Workersineach

(in1,0008) (in1,000S) (in1,0008) 0ccupationGroupt

ProfessionalandTechnicalWorkers (ll?842%) (127216%) (llI641%) 46.81%

ManagerialWorkers (0.338%) (0.428%) (0,216%) 33.33%

ClericalWorkerS (2.3三%) (2.三三%) (2.去2%) 47.62%

SalesWorkers (1.去5%) (1.464%) (2.397%) 60.00%

SerViceWorkers (4.33喜%) (ll:37.%) (72詔…%) 85.45%

AgriculturalWorkers (1.去去%) (2霊 %) (0.216%) 9.09%

ProductionWorkers (4.3.23三%) (68?9;%) (8.,3号%) 10.59%

OthersNotElsewhereClassified (0.878%) (0.732%) (1.046%) 57.14%

Notes:INumbersinparenthesesrepresentpercentageoftotalOCWsclassifiedaccord血gtogender.
ComputedastheratiobetweenfemaleOCWsandauOCWsforeachoccupationgroup.

Source:1995SurveyonOverseasFihpinos(SOF)



degreeholders.However,wecanalsoseethatmanyoftheseOCWsworkas

productionorserviceworkers,whichmaynotrequirecollegeeducation.From

interviewswithOCWs,welearnthatsomeorthemworkasdomestichelpers

althoughtheyusedtobeelementaryschoolteachersinthePhilippines.At

present,wecannotfullysupportthisobservationwithdetaileddata.However,

itisimportanttoconductfurtherstudiesregardingthisissuebecauseithas

seriousimplicationsonthemisappropriationofhumancapitalinthecountry.

On the otherhand,about 70% ofpermanentemigrants are

unemployed(seeTable3.10).Ofthosewhoareunemployed,themajorityare

housewivesandstudents.Someofthereasonsgivenarethereceiving

countries'immigrationpolicyoffamilyunificationandthedesireofyoung

peopletostudyabroad,andworkinthehostcountrya氏ergraduation.

3.5.Destl'nat)'oD

WecanseesignificantchangesinthedestinationoftheFilipino

OCWsandpermanentemigrantsinthepast16years.Whileinthe1980'S,

onlyabout20% (seeTable3.ll)ofworkerswenttoAsiandestination,its

sharehasmorethandoubledsince1986.Ⅰncontrasttothis,theshareor

workersgoingtotheMiddleEasthasreducedtoabouthalfinmid･1980S.

Thesearebroughtaboutby仇estructural,demographicandinstitutional

transformationsinthedestinationcountriesthattriggeredthechangein

theirdemandforforeignlabor.Wewilldiscussthisissueindetailsinchapter

4.

0ntheotherhand,weobseⅣethatpermanentemigrationismostly

limitedto4Countries:USA,Canada,AustraliaandJapan,asshowninTable
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3.12.However,whileinthe1980'S,permanentemigrantstOUSAmadeup

about70･80%ofthetotal,inthe1990'S,moreandmoreFilipinosappliedfor

permanentresidencestatusinCanadaandJapansothattheshares0rthese

countriestototalhaveincreasedsignificantly.InJapan,theincreasewas16

timesinactualnumberandtenfoldinsharetototalfiom1981to1999.

4. InternationalMigration,RemittanCeSandEconomicDevelopmentinthe

Phihppines

lnchapter2,Weshowedthatinternationalmigrationandremittances

arecausesandconseqllenCeSOfeconomicdevelopmentatthesametime.

Basedonthis舟amework,Wewillnowdiscusstheinterrelationshipsbetween

economicdevelopmentandinternationalmigrationintllePhilippines.First,

Wewilllookatthelinkagebetweeninternationalmigrationandcon血tionsin

thelabormarket.Second,Wewillshowtowhatextentremittanceshelpin

relievingthebalanceofpaymentdeficitofthecountry.Lastly,wewillalso

presentsomeevidenceonthetwo･wayeffectbetweennationalincomeand

capitalaccumulation in thecountry and internationalmigration and

remittances.Inthenextchapters,wewilldiscussthefollowingtopics:(1)

differenceinincome,populationandlaborforceasfactorsforinternational

migration,(2)theimpactofremittancesintheeconomythrough the

consumptionchannel,and(3)theeffectofremittancesonthedistributionof

incomeinthePhilipplneS.

4.1.1Dtematl'onalMliTat)'on,Reml'ttaDCeSandtheLabwMaz:bet

Thesizeofthepopulation,thelaborforceandunemploymentrates
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aremainpushfactorsaffectinglabormigration.Tobeabletoassesstheir

relationships,wefirstdiscussthesourcesofimbalancebetweenlaborsupply

anddemandintilecountry.Somein血Catorsoflaborsupplyandtlleirgrowth

ratesareshowninTable3.13.Thehighpopulationgrowth,averaging2.79%

inthe1970sand19808resultedinacontinuingincreaseinthepopulation15

yearsandabove,andthelaborforce,whichincreasedatan averagerateof

3.31%.Thissituation,Compoundedbythegenerallyincreasinglaborforce

participationratethatreached670/oin1998raisedlaborsupplyandhas

aggravatedtheunemploymentsituationinthefaceofstagnanteconomic

growthofthecountry.

Ontheotherhand,wecanevaluatet,hedemandforlaborinthe

domesticeconomybycomparingthegrowthsinemploymentandgross

domesticproduct.ThedataareshowninTable3.14.Wehaveseenthatreal

GDPgrowth rateswerepositiveformostyears.Ontheotherhand,the

percentagechangeintllenumberofemployedpersonsregisteredpositive

growthevenwhentheGDPgrowthrateswerenegative.Usingthisdata,we

computefortheelasticity(Table3.14,col.4)ofemploymentwithrespectto

GDflaroughindexoftheabsorptivecapacityofthedomesticeconomyto

generateemployment.Wecanseethatformostyears,theelasticityisless

thanoneinabsolutevalue,suggestingthatthedemandlbrlabor血dnot

increaseinproportionwithGDP.2Thiscontributedtotheincreaseinthe

actualnumberofunemployedinthepast18years,

Theannualrateofunemploymentremainsatahighlevelor8%･10%

levelsince 1987(seeTable3.13,column 5).Tbwhatextentoverseas
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employmenthelpedineasingtheunemploymentproblem canbeassessed

throughitsshareintotallaborfわrce(Table3.14,col.5)andunemployment

(Table3.14,col.6).Ontheaverage,theannualdeploymentorOCWs

comprised2.33%ofthecurrentlaborforce.Ontheotherhand,ifweconsider

alldepartingworkerstocomefrom theunemployed,theycomprisean

averageor22.46%ofthetotalunemployedpersons.Inthissense,Wecan

say that internationalmigration has indeed helped in solving the

unemploymentprd)leninthecountry.

Atthesametime,internationalmlgration mayimpacton the

demographicvariableS,andeventually,t】lelabormarketofthePhilippines.

First,regardingpopulation,emigrationmeansaninstantreductioninthe

country'spopulationandlaborlbrce.Inthelongrlln,theselectivityand

compositionoftheoutnowofinternationalemigrantsaStOage,gender,and

positioninthefamily,willaffectfertilityandbirthrates,andthefuturelabor

force.

Intheprecedingsection,wehaveobservedthatthereisatrend

towardsfeminizationofinternationalmigration andthatmanywomen

migrantsbelongtothe20･34yearsoldagebracket,whichisconsideredtobe

themostsexuallyproductiveorallagegroups.Ifthistrendcontinues,wecan

predictthatthefertilityratewilldeclinebecause(1)studiesshowthatthe

numberofchildrenofthosewhomarriedintheirearlytwentiesishigher

thanotheragegroups,and(2)aswomenearnhigh incomesabroad,the

opportunity costofchildbearing increases.(Abella in Battistella and

Paganoni,1992).However,thedeclinein fertility duetothereasons
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mentionedabovemaybeoffsetbytheincreaslngmarglnalpropensityfor

childrenasincomeincreases,though Wecannotfindanystudytosupportthis

claim.

Second,regardingtheimpactorinternationalmigrationonthelabor

marketthroughtheskillcompositionoftheemigrants,Wehaveseeninthe

previoussectionthatthemajorityoroverseasFilipinosareskilled,However,

therearenostudiestoprovethatthedepartureoftheskilledworkersfrom

thePhilippineshadadverseeuectonwageseveninspecificsectors.Wecan

citeastudybyTan(1983)whichshowsthattheelasticityoflaborsupply

basedonskillsis"elastic"anddoesnotleadtoskillshortagesinthecountry.

Vasquez(inBattistellaandPaganoni,1992)alsoconcludedthatthereareno

significantincreasesinwagelevelsinoccupationsthatareindemandinthe

internationallabormarketintheperiod1973･1980.Eventheconstruction

industry,whichhasthehighestdemandforFilipinomaleOCWs,didnot

in血catehigherthanaverageincreaseinwagelevel(Tan,1983).

Anotherrelevantissueregar血ngthecontributionofinternational

migrationtothelabormarketconditionsinthePhilippinesisthatofthe

returnmigrants.Firstisthequestionofwhetherthesereturnmigrantshave

developedskillsinthehostcountrythatcan beusedforthedevelopmentof

thecountry,orthe"technologytransfer"issue.AsurveybytheInstituteof

LaborandManpowerStu血esinthePhilippinesin1982showsthat"only

about14%(ofthereturnees)acquiredskillsabroad''(quotedfromVasquezin

BattistellaandPaganoni,1992,p.47).An otherstudyusedbyRodrigueZl

(1998)3revealedthat75%ofthesamplereturnees血dnotlearnnewskills
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abroad.Forthe1990S,Wecannotfindanyexistingliteratureregardingthis

issue.Theabsenceornewskillsoradvancedtechnologylearnedbyreturning

migrantsmakesitimpossiblelbrustoassesstheroleofinternational

migrationintransferringtechnologyfromthetechnologicallyadvancedhost

countriestothePhilippines.

4,2. ZDtematl'OnalMldat)'on,RemL'ttaDCeSand theBalanceol

PaymeDtS

Beforewediscusstheinterrelationshipbetweenremittancesfrom

Filipinoemigrantsabroadandthecountry'sbalanceorpayment,Wewill

explainhowremittancesareclassifiedintheBalanceofPaymentaccount.

Remittances,whichareconsideredasproxyforthecompensation40fFilipino

nationalsabroadinthePhilippineSystemofNationalAccounts(PSNA),are

partofthenetfactorincomefrom abroad(NFIA).0therthanremittances,

NFIAalsoincludesnetpropertyincomefrom abroadlessincomeearnedby

foreignersinthePhilippines.Thesum ofthetradebalance(definedas

exports･importsofgoodsandservices),NFIA andnetcurrenttransfers

(definedasanyamountofgoodsandservicesthatcarrynoprovisionfor

repaymentandexcludescapital)makeupthecurrentaccountbalanceorthe

Philippines.WecanseeinTable3.15thatthecountry'stradedeficitgenerally

worsenedfrom 1988to1997.Ontheotherhand,theincreaseintheamount

ofremittancescontributedtothepositivenetfactorincome血･om abroadin

the1990S.Wealsonotethattheamountorremittancescomparedtothetrade

deficit,ornetimports,ishigh,andattimesremittancesaremorethan

enough tofinancethetradedeficit.In1998,remittanceswereabouttwiceas
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muchasthetradedeficitandthisresultedinthehigh currentaccount

surplusofthecountryforthisyear.Apparently,remittancescontributedin

relievingthebalanceofpaymentconstraintsinthePhilippines.

Wecanalsocomparethemagnitudeofworkers'remittanceSWiththe

netforeigndirectinvestmentsandofficialdevelopmentaid,twooftheother

sourcesofforeignexchangefordevelopingcountries.Figure3.4impliesthat

forthePhilippines,workers'remittancesareabettersourceofforeign

exchangecomparedtoFDIorODA,assupportedbythefollowingtwopoints:

(1)theamountofremittancesismuchhigllerthantheamountorFDIand

ODA,and(2)theworkers'remittancesareamorestablesourceofforeign

currencies compared to FDI and ODA which suffered more serious

nuctuationsinthepast20years.Thehigherdependenceonremittances

comparedt.oFDIscouldhavecontributedtot,heweakereffectoftheAsian

currencycrisisin19970mtheexchangeratebetweenthepesoandthedollar,

comparedtothoseoftheotherASEANcountries,buttherearenostudiesin

thePhilippinesthatshowtheexactrelationshipbetweenexchangeratesand

remittances.

Theobservationsaboveimplythatthroughinternationalmigration,

thecountryisabletoraisesubstantialam ountofforeignexchangethrough

remittancestoofrsetthetradedeficitandthebalanceofpaymentdeficit.5We

mustremember,however,thatthedataweusedabovearethatwhichare

channeled through banks and as compiled by BSP.Therefore,the

contributionorinternationalmigrationonthebalanceorpaymentsmaybe

muchStrongerifwealsoconsiderthatpartofremittancessentthrough
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Figure3.4.Remittances,OfficialDevelopmentAssistance(ODA)
andForeignDirectInvestment(FDl)(1980-1998)

(inconstant1995mHionUSS)
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Sources:torFDlandODA:WorldDevelopmentIndicators(2000)
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privatecourierservices,friendsandrelativesorbroughthomebythemigrant

himselfandareusuallyabsorbedbytheblackmarket.6

4.3. ZDtematJ'onal M)'gT;atL'oD, Rem1-ttaDCeS and Capital

Accumulat}'oD

Therearetwochannelsinwhichremittanceswillaffectincomeinthe

sendingcountries.ThefirstchannelismicroeconomicIitdependsonthe

consumption,savingsandinvestmentbehavioroftheremittancerecipients.

Thesecondchannelismacroeconomic･regardless0fwhoinvests,any

remittanceswillaqectnationalsavingsandinvestments,andconsequently,

economicgrowth.Inthissection,Wefocusonthemacroeconomicchannel,and

血scussthemigrants'consumption,investmentandsavingsbehaviorin

detailsinchapter5.

InFigure3.5,Wepresentcurrentgrossnationalsavings(GNS),gross

domesticsavings(GDS)andgrossdomesticinvestments(GDI)orthe

Philippinesaspercentageofcurrentgrossdomesticproduct(GDP)forthe

period198011998.Fromthis,wecandrawthefollowingobservations:First,

GDI,GDSandGNIaspercentageorGopconsiderablydeclineduntil1985.

After1985however,GDI'sshareinGDPismaintainedwithinthe20%･24%

range,whileGDS'sharegenerallydecreaseduntil1998.0mtheotherhand,

GNS'shareintotalGDPisatabout20% ontheaverage.Second,the

differencebetween GNS/GDP and GDS/GDP haswidened since 1986,

implyingthatthesum ofcurrenttransfersandnetincomefrom abroad,

(inclu血ngremittances),havebeen positive and increasingmorethan

proportionatelywithGDPsince1987.
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Figure3.5.GrossDomesticInvestment(GDl),GrossDomesticSavings(GDS),
andGrossNationalSavings(GNS)asPercentage(%)ofGrossDomestic

Produd (GDP) (1980-1998)

80 82 84 86 88 90 92 94 96 98

GDl/GDP - - -GDS/GDP -----GNS/GDP

Note:Valuesusedareinconstant1995pesos.

Source:Wor一dDevelopmentIndicators2000.
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Tbshowthatremittancesmakeupalargepartordomesticsavings

andinvestment,WetaketheratiobetweenremittancesandGDS,and

remittancesandGDI,respectively.Theresultsareshownin Figure3.6.

Though remittancesontheaveragewasonlyabout4%ofthecurrentGDP,if

allremittanceswereusedf♭rsavingsorinvestments,theycanbeasmuchaS

alittlebelow 50% ofgrossdomesticsavingsand35% orgrossdomestic

investments.Sincetheaverageshareofsavingstoincomeis18%,wecan

computefortheshareofsavingsfromremittancestoreachabout9%ofGDS.

To what extent do remittances contribute in relievlng the

savings-investmentgapofthecountry?Figure3.7showsthatfrom 1986to

thepresent,thesharesofbothremittancesanddomesticinvestment･savings

gaptoGDPhavebeenontherise.Thesignificanceofremittancesasacrucial

sourceoffinancebecomesevidentasweseefromthedat.athat.remittances

madeupformorethanonehalfoftheinvestment-savingsgap;andin1998,

totalremittancesweremorethanenough tooffsetit･

From theanalysisabove,wecansaythatingeneral,international

migrationandremittanceshavecontributedconsiderablyintheeconomic

growthorthecountry.However,thereisstillaneedtolookdeeperintothe

issuesthatmayhavenegativeimpact,buthavenotbeentackledinprevious

studies.Inthatway,Wecanevaluatetheneteffectofinternationalmigration

ontheeconomicdevelopmentofthecountry.

5.TheOverseasEmploymentPolicyofthePhilippines

ThePhilippinegovernment'sstanceregar血ngoverseasemploymentis

clearlystatedinthe"MigrantWorkersandOverseasFilipinosActof1995"
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Figure3.6.CurrentRemittancesasPercentageofGrossDomestic

Product(GDP),GrossDomesticInvestments(GD.)and

GrossDomesticSavings(GDS)(198011998)
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Figure3.7.TheDomesticInvestment-SavingsGapandRemittances
asPercentageofGDP(1980-1998,inconstantpesos)
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(RepublicActNo.8042):

"While recogmizing the significantcontribution of
Filipinomigrantworkerstothenationaleconomythrough
theirforeign exchange remittances,the State doesDOE

ptDmOte(italicssuppliedforePphasis)Overseasemployment
asameanstosustaineconomlCgrowthandachievenational
development‥.‥‥… TheState,therefわre,Shamcontinuously
create localemploymentopportunities andpromote the
equitable distribution of wealth and the benefits of
development:'(RepublicActNo.8042,See.2.C)

Although the Philippine governmentadmitsthatthe overseas

employmentpolicyisnotalong･termsolution也itseconomicproblems,ithas

recognizedoverseasemploymentnotonlyasatemporarystopgapmeasureto

relievedomesticunemployment.Ithasturneditsattentionandinterestto

thepotentialbenefitsfromremittancesasavitalsourceofthebadlyneeded

foreigncurrenciesforeconomicdevelopment.Thus,overseasemployment,

whichis"characterizedbyaverypro-activegovernmentpolicyandaclose

partnershipwiththeprivatesector,"(Abella,1995,p.9)hasevolvedintoa

well･organi21edinstitutionsothatithasbecomeamodelforotherlabor

exportingcountriesinAsia.

5.1. ABzT'elH)'StwyoltheOverseasEmploymentPoll'cyofthe

Ph'11ipLDeS

Before 1974,thegovernmentonlyhadmimimalparticipationin

internationalemigration ofitspeople.Thisreflectsthe government's

perceptionorthe"irrelevance"ofanoverseasemploymentpolicy,probably

becauselabormigrationwaslimitedtoaveryfew destinationslikethe

UnitedStates,Vietnam andGuam.However,theconditionsin thelabor

importingcountries,particularlytheMiddleEast,hadresultedinagreater
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demandfTorFilipinolaborabroad.As OCWsincreased,theirexpecteddollar

contributionincreased,butatthesametime,problemsregardingrecruitment,

deploymentandwelfareinthedestinationproliferatedandtlleSeconditions

necessitatedtheregulationortheindustry.

ThesigningoftheLaborCodeofthePhilippinesin1974isconsidered

tobethebeginningofthegovernment'scontroloveroverseasemploymentas

animportantstrategytorelievedomesticunemployment.Itwasalsothe

beginningofthegradualinstitutionalizationofinternationalmigrationinthe

Philippines.In1974,theOverseasEmploymentDevelopmentBoard(OEDB)

andtheNationalSeam enBoard(NSB)wereestablishedto(I)monopolizethe

recruitmentofworkers,(2)marketthemabroad,(3)safeguardtheirinterests,

and(4)enforceamandatoryremittancescheme.

ThecontinuingincreaseindemandforFilipinolaborabroad,however,

becametoodifrlCulttohandlebythegovernmentagencies,soin1978,the

privatesectorwasagainallowedtoparticipateinrecruitmentactivities,At

the same time,the Marcos government gave more importance to

strengtheningtheremittancepoliciessystem andwelfaresystem ofthe

Filipinoworkers.Itintensifieditsruleson mandatoryremittancesby

imposingseverepunishmentsforthosewhofailorrefusetoremit.7Sensing

theneedtoprotecttheincreasingnumberofFilipinoworkersabroad,the

governmentestablishedtheWelfareFundforOverseasWorkers(Welfare

Fund)in1977.ThisagencywasprecedenttowhatisnowcalledtheOverseas

WorkersWelfareAdministration(OWWA).Itisthegovernmentagencythat

financesprogramsandservicesformigrantworkersandtheirfamilies,such
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asbenefitsandgratuities,legalassistance,Welfareservices,livelihood

assistance,enterpriseassistance,careerdevelopmentandskillsupgrading

assistance(deAsisinBatistellaandPaganoni,1992,p.73).

Thegovernment'sinvolvementintheoverseasemploymentsector

furtherintensifiedundertheAquinoadministration.Thistime,however,

policy･makingwasdelegatedtothelegislativebranchofthegovernmentand

thefocusofthepolicieswasFearedtowardsthewelfareandprotectionofthe

FilipinoOCWs.Wesummarizethemainpoliciesimplementedfromthelate

1980'stotheearly1990'sintheAppen血Ⅹ.

5.2. T:2zeOye指eaSEmploymentPoll'cyatpzleSeDt

ThepresentOverseasEmploymentSystem orthePhilippinesis

legallymandatedbyRepublicAct(RA)No.8042,alsoknownasthe"ML'gT:BDt

Wov:keLlSandOvezISeaSFl'111血osActof1995,"whichcontainsprovisionsas

follows:

Govern mentOrganization

TheDepartmentofLaborandEmployment(DOLE)willbeincharge

ofthepolicyformulation,Coordinationandadministrationoftheoverseas

employmentsectormainlythroughthePOEAandOWWA.ThePOEAwill

regulatetheparticipationoftheprivatesectorintherecruitmentand

deploymentorworkersthroughitslicensingandregistrationsystem.Ⅰtis

authorizedtosupervisethecomplianceoftherequirementsforoverseas

employment,Suchastheaccreditationofagenciesandthecertificationofthe

skillsofworkers;andimposesanctionstothosewhich/whofailtocomplywith

therules.
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Ontheotherhand,asmentionedabove,theOWWAwillprovide

furtherassistancetothemigrantsandtheirfamilies(seeabove)regarding

legal,socialandwelfareconcernssuchastheprovisionoflegalassistancein

caseofabusebyrecruitersandforeignprincipals,insurancecoverageand

housingloans,placementassistanceandremittanceservices.Itisalsogiven

the duty to repatriate overseas Filipinos from war, disaster or

epidemic･strickendestinations,andpayfortherepatriationcostincasethe

principalortherecruitmentagencylSnotidentified.

TheDepartmentofForeignAffairsisalsotappedtorepresentthe

governmentofthePhilippinesinprotectingtherightsoroverseasFilipinos

andtoextendimme血ateassistanceto血stressedFilipinomigrants.The

membersortheForeignSeⅣicePostsorthePhilippinesinthedestination

countries, headed by the Am bassador and consisting of officers,

representativesandpersonnelofthediftTerentDepartments(Labor,Foreign

Affairs,etc.),willactasaunified"Countryteam ''tohelpprotectandpromote

thewelfareofFilipinosoverseasandtheirfamilies.

Deploym entCriteriaandRegulations

Thegovernmentdeploysand/orallowsthedeploymentofskl'ned

El'11如nowoz:keysonly.Thisisbasedonthegovernment'sobservationthat

"theultimateprotectiontoallmigrantworkersisthepossessionofskills."

(RANo.8042Sec.2.g)sincetheunskilledworkersaremorevulnerableto

exploitationinthedestinationcountries.Tbthisend,thePOEArequiresall

overseasemigrantstoobtainskillcertificationbeforetheirdeployment.

UnderSec.4orRANo.8042,thePhilippineswilldeployFilipino
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workersonlyincountriesI柏em theirnihtsalePZ10teCted.Toguaranteethe

protectionortherightsoftheFilipinos,thedestinationcountryshould(1)

haveexistinglaborandsocial lawsprotectingmigrantworkers,(2)bea

signatorytomultilateralagreementsfortheprotectionofmigrantworkers,

(3)haveconcludedabilateralagreementwiththePhilippinesregardingthe

protectionorrightsoftheoverseasFilipinoworkers,and(4)takepositiveand

concretemeasurestoprotecttherightsormigrantworkers.

Finally,thePhilippinegovernmentputsspecialattentiontowomen

Filipino workers and hasapplied "gender-seDSItlve"criteria in their

deployment.Forexample,Filipinowomenwerenotpermittedtoworkin

Singaporeasdomestichelpers.Therearealsoagelimitsforprospective

womenOCWs.

Sanction80nlllegalRecmitment

As thenumberofFilipinosdesiringtoworkabroadincreases,casesof

illegalrecruitmenthavealsoproliferated.Theseillegalrecruiterswho

victimizeprospectivemigrantsbychargingunreasonableplacementand

deploymentfees,recruitingwithoutalicense,givingfalseinformation

regar血ngtermsandcon血tionsofemployment,havealarmedthegovernment.

Tbprotectthemigrants,thegovernmentimposesstrictregulationsand

penalty schemeagainstillegalrecruiters,foreign principalsand their

accomplices.

ServicestoFilipinoMigrants

Thelaw requiresthattheFilipinooverseasworker,regardlessof

whetherhe/SheiSdocumented(legal)orundocumented(illegal),shouldbe
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protectedlegally,morallyandphysically.Someorthemeasuresbeingtaken

areasfollows:

(1) AppointmentoftheLegalAssistantforMigrantWorkersAffairsunder

theDepartmentofForeignA鮎irswhichwillcoordinateandprovide

legalassistancetoallFilipinosabroad.

(2) EstablishmentoftheLegalAssistanceFundthatwillbeusedtopay

forprofessionalfeesofforeignlawyers,bailfortemporaryreleaseof

themigrant,courtfeesandotherlitigationexpenses(inbothcases

wherethemigrantistheaccusedorthevictim).

(3) EstablishmentortheEmergencyRepatriationFundwhichwillbe

usedfortherepatriationofthemigrantandthetransportofhisnler

belongingsincasewhentheprincipalortherecruitmentagency

cannotbeheldresponsible丘)rit.

(4) Dissemination ofinformation regarding labor and employment

conditions,migrationrealitiesandotherfactspertinenttomigration.

Thisincludestheestablishmentofagovernmentinformationsystem

thatprovides database on OCWs and otherFilipinos abroad,

immigrationpoliciesandlegalsysteminthedestinationcountriesand

humanrightsprovisionsavailableforthemigrantworkers.

(5) Grantingtraveltaxandairportfeeexemptionsupon departure,

abolitionoftherepatriationbondandfreegovernmentfeesandother

administrativecostsOrrecruitment,introduction,placementand

assistancetomigrantworkers.

DeregulationofGovernmentParticipationinRecruitmentActivities
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Although thegovernmentnow takesapro･activepositioninthe

deploymentofFilipinoOCWs,RANo.8042Callsf♭rthegradualderegulation

ortheoverseasemploymentindustryandthegradualphaSe･OutOrthe

regulatoryfunctionsofthePOEAwithin6years(1yearfortheformulationof

thecomprehensivederegulationplanand5yearsforitsimplementation)

from 1995.Bytheyear2001,itisexpectedthatlabormigrationwilltake

placeprimarily between the individualmigrantand his仙eroverseas

employer.

ⅠncentivesforReturuingOverseasFilipinos

ThegovernmentrealizesthepotentialcontributionofFilipinosabroad

tonationaldevelopment,especiallyoftllOSeWOrkinginthefieldofscience

andtechnology.Ithasnowbegunaprogramencouragingprofessionalsand

otherhighly･skilledFilipinosabroadtovisitthePhilippinesforayearto

sharetheirknowledgetotheircountrymen.

Otbers

lnrecognitionoftheinvaluablecontributionorFilipinoOCWsto

nationaldevelopment,氏.A.No.8042hasdesignatedJune70feachyearas

MigrantWorkers'Day.

5.3. RulesGoyem)'DgReml'ttaDCeS

AllFilipinoOCWsareobligedtoremitaportionoftheirsalariesto

his/herbeneficiariesinthePhilippinesandhavetheseremittancesexchanged

forpesosthrough thePhilippinebankingsystem.Theyarealsorequiredto

submitaproofofcomplianceofthemandatoryremittances,Such as

confirmed bank remittance form, employer's certification that the
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remittanceshavebeeneffected,certirlCationfrom thePhilippinebankin

whichtheremittanceswerecreditedinpesos,receiptsofsalesofLToreign

currencyfromanyforeignexchangedealersorreceiptsofInternationalPostal

MoneyOrder.Theamountofmandatoryremittancesdependsonthetypeor

occupationoftheoverseasworker,asshowninTable3.16.

Moreover,theoverseasemployersarerequiredtopayfortheservice

fees,airfaresandothercostsarisingfrom migrationintheformofforeign

exchangepaymentsanditslocalagencyinthePhilippinesisrequiredto

reportitsfわreigncurrencyearningstotheCentralBankofthePhilippines

annually.

6. Summary

lnthisChapter,Wehaveattemptedtodescribeinternationalmigration

inthePhilippinesbylookingatthefollowingaspects:(1)themagnitudeof

OCWS and their remittances,(2)the selectivity orOCWs,(3)the

macroeconomicrelationshipofinternationalmigrationinthelabormarket,

thebalanceorpayment,andcapitalaccumulation,and(4)theoverseas

employmentpolicyorthePhilippines.

Insection2,WeestimatedthenowandStockofFilipinosabroadas

wellastheirremittances.Wehavepresentedseveralestimationprocedures,

butwealsorealizethattherearemanylimitationsinextractingreliabledata

oninternationalmigration.Nevertheless,wehaveshownthatthenumberof

Filipinosgolngabroadascontractualworkersorpermanentemigrants,and

theirremittancesarelargesothatinternationalmigrationasaphenomenon
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Table3.16.MandatoryRemittanceScheme

TypeofOccupation MandatoryRemittance(as(%)orthebasicsalary)

1.SeamenorMariners 80%

2.WorkersofFilipinocontractorsandconstructioncompanieS 70%

3.Doctors,engineers,teachers,nursesandotherprofessionals 70%50%50%

whoseemploymentcontractsprovideforfreeboardandlodging

4.Allotherprofessionalswhoseemploymentcontractsdonot

providefreeboardandlodgingfacilitieS

5.DomesticandotherserViceworkers

Source:RulesandRegulationsGoverningOverseasEmployment(POEA)



willdefinitelyaffectthemarketsforgoodsandservices,laborandimports.

Wedescribedinsection 3theattributesorFilipinoOCWsand

permanentemlgrantS.WeobservedthefollowingcharacteristicsofOCWs:

(1) ThemajorityofOCWsareyoungmembersorthelaborfわrcebelonging

tothe25･34yearsoldagebracketforbothmenandwomen.

(2) ThereiSanincreasingfeminizationofOCWsduetotheincreasing

demandforoverseasjobsstereotypedforwomen.

(3) A highpercentageofOCWshavecollegeeducation.Irweareto

considereducationalattainmentasameasureofamigrant'sskill,We

cantherefわresaythatalargepercentageortheFilipinoworkers

overseasareskilled.

(4) Thedemandforforeignlaborinhostcountriesishighlyconcentrated

tosomeoccupationalgroups.Themajorityofmenareemployedas

productionworkers,whilewomenworkintheservicesector.

(5) Whileinthe1980'S,thebulkorworkerSWeredeployedintheMiddle

East,thenumberorworkersgoingtoAsia,andtheirsharetothetotal

numberofworkersdeployed,haveincreasedsigni丘cantlyinthe

1990'S.

Thepermanentemigrants,ontheotherhand,displaythefollowing

attributes:

(1) About40%orthepermanentemigrantsarebelow 14yearsoldor

above60yearsoldbecausethemaingoalorimmigrationpoliciesin

thedestinationisforitscitizens,bybirth ornaturalization,tounite

withtheirfamilies･childrenandparents.
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(2) Morewomenthanmenbecomepermanentemigrantsbecauseorthe

increasingcasesofmarriagebetweenFilipinowomenandlbreignmen.

(3) Ontheaverage,permanentemigrantsarenotasskilledastheOCWs,

Clearlybecausepermanentemigrantsmigratenotbasicallytowork

buttojointheirfamilies.Manyofthepermanentemigrantsare

unemployed.

(4) Ahout70%ofthepermanentemigrantsareunemployedhousewives

andstudents.

(5) Filipinopermanentemigrantsarehighlyconcentratedin4main

destinations･USA,Canada,AustraliaandJapan.

Section4dealtwithananalysisorthelinkagebetweeninternational

migrationandremittancesononehandandthemarketforlabor,thebalance

ofpaymentandsavingsandcapitalaccumulationintilePhilippines,onthe

otherhand.

Regar血ngthelabormarket,thehighgrowthrates0fpopulationand

thelaborforceandtheincreasinglaborforceparticipation,especiallyof

women,arecompoundedbythelowcapacityorthedomesticeconomyto

absorbtheunemployedandthenewentrants,sothattheunemploymentrate

inthePhilippinesremainedat9･10%levelsinthepasttwodecades.The

overseasemploymentstrategyorthePhilippinegovernmenthasrelieved

unemploymentby an averageor22.5% annually.Studiesfわund that

migration血dnotleadtoskillShortageinthecountryandthatmanyofthe

OCWsdidnotlearnanynewskillsinthehostcountry.

Internationalmigrationisalsoseenasaninstrumenttofinance

95



balanceofpaymentdeficitsandinvestmentsinthecountry.Thisisprovenby

thehigh shareofinternationalremittanceson thetradederlCitand

savings･investmentgaportheeconomy.Moreover,remittanceshavebeena

morestablesourceofforeigncurrencycomparedtoforeigndirectinvestment

andofficialdevelopmentassistance.

Finally,section5describedtheoverseasemploymentpolicyofthe

Philippines.Itincludedabriefhistoryortheoverseasemploymentpolicyand

asummaryofthepresentorganization,administrativeproceduresandrules

andregulationsgoverningthedeployment,mandatoryremittancesand

welfaresupportfortheFilipinosworkingoverseas.
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FootnotesorChapter3

1TheCentralBankofthePhilippinesclassifiesremittancesunderfactor

incomefromabroad.Theseremittancesincludecashsentfrombanks,anddo

notsegregate income from migrants and OCWs.Obviously,this is

under･reportedbecausecashremittancesaresentalsothroughprivate

couriers,friendsorrelatives,orbroughthomebythemigranthimself.

Furthermore,theCentralBankdoesnothavedataonremittancesinkind.

2 TheMinimumWageLawisonereasonwhylabordemanddoesnotincrease

asmuchasitssupply.

3RodriguezusedtheresultsfromTeodisioetal.(1983)onasurveyof495

FilipinosemployedintheMiddleEast.(Teodisio,V.,C.JimenezandJ.Smart

(1983).Sod'oecat70m)'cCoDSequeDCeSOlContz:actLaborM)'gTBtl'oDl'D the

l%)'llipl'DeS.Manila:InstituteofLaborandManpowerStudies)

4Although itmustbenotedthatremittancesareonlyapartofthetotal

compensationofFilipinoworkersabroad.

5 Wewilltackletheimpactofremittances0nthetradedeficitofthe

Philippines in the context ofthe consumption and savings･Capital

accumulationinsection4.3.0rthischapterandinchapter5.

6 Vasquez(1992)estimatedthattotalremittancesarehigherthantheBSP's

figuresby35%.

7Forexample,non･compliancewiththemandatoryremittancelawresultsin

thenon･renewalofpassportsoremploymentcontracts,blacklistingofname,

OrevenrepatriationbacktothePhilippines.
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AppendixofChapter3

0verseasEmploymentPoliciesofthePhilippinesuntiltheearly1990S

(1) TherestructuringofthePhilippineOverseasEmploymentAgency

(POEA)andtheOverseasWorkers'WelfareAdministration(OWWA)

(ExecutiveOrdersNos.126and247).ThefunctionsofthePOEAwere

expanded to include market.development,employment,welfare,

licensing,regulationandadjudication(ExecutiveOrderNo.247).The

OWWA,ontheotherhand,wasdelegatedtogivemandatorylifeand

personalaccidentinsuranceprotectionforalldepartingoverseas

workers(DepartmentOrderNo.14).

(2) Issuanceofadditionallicensesfornewrecruitmentagencies.Abanon

theoperationofprivateemploymentagencieswasinforcefrom

1982･1991(ExecutiveOrderNo.450).

(3) TemporarysuspensionofthedeploymentofdomestichelperstoHong

Xong(DepartmentOrderNo.16).

(4) ThesigningoftheOverseasInvestmentFundActwhichaimsto

provide incentives to send more remittances and oversee the

participationorworkers'remittancesandsavingsinthegovernment's

debtreductionandotherproductiveactivities(RepublicAct7111).To

meettheseobjectives,(1)moneycouriersanddeliverySerViceswere

accreditedasoLrlCialforeignexchangeremittancecenters,collection

agentsorofficialcouriers,and(2)incentivessuchasscholarship

grants,housingprogram,creditassistanceforbusinessorlivelihood

projects,healthnlOSPitalizationinsurance,ra用.esandotherprograms
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wereputinplacetotapremittances.

(5) Stricterrulesonthedeploymentorwomen,especiallyentertainers

throughtheaccre血tationorfわreignemployersandthepostingof

bonds(US$20,000)tobeusedtocoverclaimsbytheentertainers

againstthem.

Source:DeAsisinBatistellaandPaganoni,(1992).
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C鮎pteT4

TheDeterminantsofInternationalMigration

lnthePhilipplneS:AnEmpiricalAnalysis

1.Introduction

Thischapterattemptstoexplainthefactorsaffectingtheremarkable

increaseinemigrationfromthePhilippinestonon-MiddleEastdestinations

Sincethe19808,takingintoconsiderationthedynamicdemographicand

structuralpolicychangesinthePhilippinesandthehostcountries.In

particular,welook attheimpactormacroeconomicvariablessuch as

population,averageearningsandunemploymentrates,bothinthesen血ng

andhostcountries,onthemigrationofFilipinos.

Thestudyorthedeterminantsorinternationallabormigration,

especiallyfromthepointofviewofthesendingcountry,drawssomuchfrom

researchworksinurban･ruralmigration.Oneortheearlystu血esonthe

determinantsofmigrationisthatofSjaastad'S(1962)whichhypothesized

thatanindividual'sdecisiontomigratefromruraltourbanarearesultsfrom

maximizingthepresentvalueofhisincomefrom alternativedestinations,

inclu血ngtheplaceoforigin,minustheinitialcostormoving.Empirical

studiesshowthatthepresentvalueofthemigrant'sincomesintheplaceof

originanddestinationdependontheeconomicconditions,suchaspopulation,
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averageearningsandemploymentpossibilitiesaswellasthemigrant's

personalcharacteristicssuchasage,educationandgender.Ontheother

hand,thecostormovingincludesboththepecuniarycostsSuchasplacement

fees,airfareandrelocationexpenses,andnon･pecuniaryorpsychological

costs.

Ⅰnthisstudy,wealsolookintothefollowinghypotheses,namely,the

HarriS･Todaro(H･T)expectedwageshypothesis(1970)andthesymmetry

hypothesis as described by Schultz (1982b),both in the contextof

internationalmigration.HarrisandTodaro(1970)arguedthattheexpected

wages,Ortheaverageearningsdiscountedbytheprobabilityofbeinghiredin

thedestination,isamajordeterminantormigration.Ontheotherhand,the

symmetryhypothesisconsiderstheeWectsofthe"push"factorsorthe

variablesintheareaoforigintobeapproximatelyequaltotheimpactor仇e

"pull"factorsorthevariablesinthedestination.Theformerisconfirmedin

internalmigration,butthelatterhasnotyetbeenfullyexploredevenin

rural-urban migration.In thelightofintensifyingmovementoflabor

betweencountries,lookingintotheseissuesbecomesmorerelevantespecially

intheformulationofpoliciesthatwillaffecttheoutflowofmigrantsfrom

sen血ngcountrieslikethePhilippines.

Thischapterwillcontributetothe empiricalliteratureon the

macroeconomicdeterminantsofinternationalmigrationbydeterminingthe

directionoftheimpactofpopulation,earnlngSandemploymentprobabilities

inboththesendingandhostcountriesoninternationallabormobility,using

paneldatafor26countrydestinationsintheperiod1981･1995.Usingthe
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regressionresults,itwillthentestthevalidtyoftheHarris･Todaroalldthe

symmetryhypotheses血scussedindetailsintllenextSection.Finally,itwill

evaluatetheimpactofrecenteconomictransformationandthechanging

immigrationpoliciesinboththesendingandhostcountriesonthenumberof

emlgrantSfromthePhilippines.

Theplanofthischapterisasfollows.Inthenextsection,wewill

discusstheframeworkfortheempiricalanalysisthatincludesthebasic

modelandthetwohypothesesmentionedabove.Insection3,wewillpresent

theresultsofthefixedeqectspaneldataregressionofthebasicempirical

modelandofthetestofthehypotheses.Section4willlookintotheinfluence

ofeconomictransformationsinboth thesendingandhostcountriesto

Filipinoemigrationin1987･1995.Finally,thesummaryorthischapteris

foundinsection5.

2.TheoreticalFramework

2.1. TheModel

Schult21(1982a,1982b)designedalogisticmodelofthedeterminantsof

rural･urbanmigrationandtesteditusingdatafromVenezuela.Hedivided

hisobservationsintofoureducationallevelsandlookedattheeffectsof

population,areaoforigin,levelofurbanization,employmentrateandwage

ratesontheprobabilitytomigrate.Thisstudyisanattempttoapplyhis

modeltointernationalmigration,usingpaneldatafromthePhilippines.

FollowingSchultz,Weassumethatapersonfacesn alternative

locationsinwhichtoreside,includinghis/hercountryoforigindenotedbytile
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suffixi.Wewillcallth6countryoforiginasthesendingcountryandthe

destinations,thehostcountries･Theprobability,P,･,thathe/Sheresidesin

location jinaspecifictimeperiodisdefinedinequation(I).

ezy
馬-- ;i,j-1,-･,n

iezy
wheretheprobabilitiessumtooneforeachi,asshowninequation(2),

1=
;
I:･U.;j-1,-,n･

(1)

(2)

andZ,)Iisavectorofcharacteristicsoftheindividualandthelocation･

Equation(2)canbeinterpretedasfollows:Foreveryorigin,i,thesumofthe

probabilitiesinmigratingtojdestinations,inclu血ng1,mustbeequalto1.

OneofthepossiblespecificationsofZ,]･isshownbelowasequation(3),

inwhichitisalinearfunctionofthepertinentcharacteristicsofthesending

country,Xか andofthehostcountries,Xki･andthecostofmovingbetween

thetwoareas,Ci]･

K K

zl,.=α+昌 A k lnXb･'芸 γ k lnX 材 +∂ lnCFj･ ; i, j- 1 ,･･･,n
(3)

whereα,βandAk,γkfork=1,-･,K arethe2K+2parametersofthe

migrationprobabilityfunction.

Equation(3)isreferredasthe"uniform"Specificationbecauseittreats

migrationandnon･migrationasoneintegratedprocess.Usingtheprobability

ofnon･migration,Ph･,aSthenormalizationfactor,(1)canberestatedas
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equation(4).

f:･i ezg

pb･ eZi･

(4)

Takingthenaturallogarithm ofbothsideswillgiveusthenatural

logarithmoftheodds･ratioinfavorofmigration,asshowninequation(5).

･n(普,≡Zが-Z〟 (5)

Wederiveequation(6)bysubstitutingequation(3)toequation(5).

h(吾,-zLJ1-Zh･-∑γkhkb･/Xb･恒hc･j･ (6,

wheretheprobabilitytomigrateisaffectedonlybythegapinthevariables

betweenthesendingandhostcountries.Itimpliestheuniform symmetric

modelin which conditionsin the sending and hostcountriesexert

approximatelyequalbutoppositeeffectsonthenaturallogarithm ofthe

odds･ratio.Ontheotherhand,intheasymmetricmodel,economicconditions

inthesendingandhostcountrieshavedifferentimpactssothattheir

respectivevariablesentertheequationseparately.

TheefTTectsofsomeorallofthedeterminantsontheprobabilityto

migrate,however,maybedistinctfromthoseinthecaseofnon･migration.

Forexample,thecostofrelocationwillnotaffectnon-migration.Thisjustifies

thefわrmulationofaseparateequationfわrnon･migration,asshownin

equation (7)below where the coefficients ofthe variables in the

non･migrationcasearerepresentedbyanasterisk(★).ThesevariableSare

notnecessarilyequaltothecoemcientsorthevariablesinequation(3),which

againrepresentsthemigrationfunctionincaseofmigration.Theequations
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fTorthetwo･stagemigrationfunctionarethensummarizedasfollows:

Incaseofnon･migration,weuseequation(7).

K

zh･-a*+芸(A+k'yk')hX滋;i=L･･･,n
(7)

Incaseormigration,weuseequation(3).

∬ ∬

zLj-α+ZlAklnXh頂 .γklnXkj'∂lnCLj'i,j-1,- ,n (3,

Finally,SchultzproposedatwoISteP"hybrid"migrationmodelderived

from equations(3)and(7)andshownbelow asequation(8).Here,the

constantterm showsthediWerenceintheinterceptsofthemigrationand

non･migrationfunctions,andthecoefficient(Ak- '̂k-γk')showsthenet

effectofavariableinthesendingcountry,Xki,tOthelogarithm ofthe

odds･ratioinfavorofmigration.

･n(普 ,-zzj･-Zぷ-(α-α*,･芸 (Ak-A+A-r;,.nX b･･芸 γ klnXb･･∂lnC･j

K K

(8)
i,j-1,,･･,n

Sincewewanttodeterminetheeffectsofpopulation,earningsandthe

possibilityofbeingemployedontheprobabilitytomigrate,wewillspecify

equation(8)asfollows:1

唯 )-(a-α')･(左-ペーγl*)LPOPP+(Å2-̂'2-γ;)LYP

･(ち-A;-γ38)LEMP･γlLPOPD･γ2LYDIγ3LEMD･im c (9)

wherethele托handsideofequation(9)isthenatllrallogarithmortheratio

ofprobabilitytomigratetodestination jtotheprobabilityofnon･migration,
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orthenaturallogarithm oftheoddsratio.Tllenaturallogaritllm Of

population,averageearningsandemploymentrates20rthesendingcountry

arerepresentedasLPOPP,LYPandLEMPrespectively.Ontheotherhand,

LPOPD,LYDandLEMDarethenaturallogarithm orpopulation,average

earningsand employmentrates,respectively,ofthe destination.The

coeLTicientscanbeinterpretedastheelasticityoftheprobabilitytomigrate

duetofactorsinthesendingandhostcountries.Tisthetimetrendwhose

coefficientisβ,andcistheerrorterm.

Conventionalreasoningsuggeststhathigherpopulationinthesending

countrywillraisetheprobabilitytomigrate,whilehigherpopulationinthe

destinationwilllowerit.Higherpopulationwillleadtoashortageorlaborir

theincrementallaborrequiredduetohigherconsumptionismorethanthe

increaseinthelaborforce.Ceterisparibus,sincemigrationisaresponseto

labormarket血sequilibria,ahostcountrythathasaShortageordomestic

laborwillimportlaborfromthesendingcountrythathasasurplusoflabor.

Higherwagesinthehostcountryincreasemigration,whilehigherwagesin

thesendingcountryreduceit,butasthewagegapdiminishes,fewerworkers

willdesiretomove.HigllerunemploymentrateinthesendingcountrylSan

incentivethatwillraisetheprobabilityorapersontOmigrate.Higher

employmentrateatdestinationencouragesmigration.

2.2.HJPOthesesTestl'Dg

lnthebasicregressionequation(9),population,averageearningsand

employmentrateofboththesen血ngandthehostcountriesenterthe

functionoftheprobabilitytomigrateindividually andtherefore,itis
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assumedthateachvariablehasadistinctandseparateeffectonthe

dependentvariable.However,therearesometestablellypOthesesininternal

migrationthatcanbeusedtoseeiftheseeffectsareindeeddistinctand

separable.First,HamisandTodaro(1970)arguedthatexpectedaverage

earnings,Oraverageeamingsmultipliedbytheprobabilitytobeemployed,is

abetterexplanatoryvariablethantheaverageearnings.3 Second,Schultz

(1982b)foundoutthatthereissomesymmetryintheimpactofruraland

urbaneconomicconditionsoninternalmigration.Therefore,Wewilldiscuss

thesetwohypothesesinthecontextofequation(9)andtesttheirvali血ty

later.

BasedontheHarris･Todarohypothesis,inaregimewhereruralwages

aredeterminedbydemandandsupplywhileurbanwagesarepoliticallyor

institutionallydeterminedandthereforeinflexible,autility･maximizing

prospectivemigrant血scountShispossibleearningsbythepossibilityornot

findingajobintheurbandestination.Inthissense,theemployment

probabilityintheurbanareaisanequalizingfactorsothatmigrationwill

occuruntilearningsintheruralsectorisequaltotheexpectedaverage

earningsintheurbansector.Inourbasicmodel,thismeansthattheimpact

ofthelogarithmoraverageearningsandemploymentratesaread血tiveand

allowsustoimposethefollowingrestrictionstoequation(9).However,in

contrasttotheoriginalHarris･Todaroformulation,wewillassumeherethat

unemploymentalsoexistsinthesen血ngcountry.4

RestrictionSet(A)

1. (̂2-̂',-Y;)=(̂3-̂ '3-Y,+)and
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2･ γ2-γ3

Thenexttestablehypothesis,thatofthesymmetryofeffects,Compares

theeffTectofthesameeconomicvariablefoundinthesendingandhost

countries.Forexample,doesa1%increaseindomesticwageearnlngShave

approximatelythesameimpactonmigrationasa1%decreaseindestination

wageearnings?Ifthereceivingcountryimposesrestrictivemigrationpolicies,

then,anychangesinitseconomicconditionsmaynotbefullyreflectedinthe

now ofmigrantsfrom thesendingcountry.Thishighlightsasignificant

differencebetweenrural･urbanmigrationandinternationalmigration.Inthe

former,thesamegovernmenthascontrolovervariablesinboththeruraland

urbanareas.Therefore,itisplausibletoassumethatanypolicybythe

government,whetheritinvolvesthelabormarketintheruralorurbanarea,

willbeeffectiveaslongasitaffectsthegapbetweenwagesortheirexpected

valuesbetweentheseareas.Ininternationalmigration,policiesonthepush

factorsandthepullfactorsaredecidedandimplementedindependently,and

thus,theirimpactsmaybemoreasymmetricthanintheformer.An ypolicy

thatwillinfluencethepushfactorsmayonlyraisemigrationpressure,but

notactualmigration.Ininternationalmigration,asymmetryismorelikelyto

beobservednotonlybecauseoftherestrictivemigrationpoliciesbutalsodue

togeographical,Cultural,andpoliticalbarriersthatcanverywellprevent

internationalnoworlabor.

Byassumingsymmetryofeffects,wecanexpresstheaverageearnings

andemploymentprobabilitiesinthedestinationandsendingcountriesas

ratios.Inthiscase,wecanimposerestrictionset(ち)toequation(9).
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RestrictionSet(B)

1. (̂2-̂ '2-Y;)- -(r2)and

2. (人｡一人;-γ;)ニ ー (γ｡)

Lastly,WewillincorporateboththeHarris･Todaroandthesymmetry

hypothesesinthebasicmodelandtestifanychangeinexpectedwage

earningsinthesendingandhostcountrieshavethesameimpactonthe

probabilitytomigrate.Thismeansthatwecanusetheratioorexpected

earningsastheindependentvariableandimposerestrictionset(C)tothe

basicmodel,equation(9).

RestrictionSet(C)

1.(̂2-̂ '2-y;)+(A,-A.3-Y,')--(y2)-(Y,)

Wesummarizethehypothesest,obet.estedinTable4.1.

Table4.1.ModelClassification

Asymmetrictype Symmetrictype

Non-Harris-Todarotype BasicModel(Equation9) RestrictionSet(B)

3.MethodologyandDescriptionofData

To measure the impact ofpopulation,average earnings and

employmentratesinboththesen血ngandhostcountriesontheprobability

tomigrate,inthecaseorthePhilippinesandf♭rtheperiod1981･1995,we

willusepaneldatafixedeffectsweightedleastsquaresregressionofthebasic

model,equation (9),with differentinterceptsestimatedforeach pool
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member.5Thecross-Sectionresidualvariancesareusedasweighttocorrect

forcross･sectionheteroskedasticity.

Welimitourstudytonon･MiddleEastcountriesbecausedataonthe

regressorsforMiddle Eastcountries are notreadily available.The

non･MiddleEastcountrieshavegainedpopularityasdestinationssincethe

1980'sandousetthedecreasingdemandforOCWsintheMiddleEastlabor

markets.The26destinationcountriesusedinthisstudyarelistedin

Appen血Ⅹ4.A.Sinceitisintile1980sthatmigrationtonon･MiddleEast

countriesbegantoincreasesignificantlyandthatstructuraltransformations

tookplaceinthesecountries,andalsoduetodataavailability,wecon貞ider

heretheperiod1981･1995.

0urdependentvariableisthenaturallogarithm oftheoddsratio

betweenmigrationandnon･migration,andtheindependentvariablesare

classifiedasthepushfactors,LPOPP,LYPandLEMP,andthepullfactors,

LPOPD,I付DandLEMD.Foraverageearnings,LYPandLYD,Wedividethe

grossnationalproductbythesizeofthelaborforce.Theemploymentrateis

derivedbysubtractingtheunemploymentratefrom lO0%,Thedescriptionof

thevariableSandtheirsourcesareshowninAppen血Ⅹ4.B.Forobservations

withzeromigration,wewillassumethatatleastonemigrantfrom the

Philippineswenttothatdestination.WecaninterpretthecoemcientsaSthe

changeintheweightednatural logarithm oftheoddsratioinfavorof

migrationduetoaunitincreaseinthevariable.

4.An alysisoftheRegressionResults
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TheresultsoftlleestimationareshowninTables4.2and4.3.We

willdividetheanalysisintotwoparts.InSection4.1,wewillanalyzethe

determinantsofmigrationfrom thePhilippinesusingTable4.2.Then,in

section4.2,wewillrefertoTable4.3a.anddiscussthevalidityofthetwo

hypotheses,namelytheHarris･Todaroandthesymmetrypropertyinthecase

ofallcountriesfortheentireperiod,198111995.

4.1. OntheDetez:mlhaDtSOlMl'gTat1-oD

Table4.2showstheresultsfortheregressionofbasicequation(9)for

allcountriesinthesamplefortheentireperiod.Wecanseethatthe

coefficientsarestatisticallysignificantandthatLPOPP,LPOPD,LYPand

LYDhavetheexpectedsigns.From Table4.2,wecan血awthefわllowing

implications:

First,thehigherthepopulationinthePhilippines,LPOPP,thehigher

isthenatural logarithm oftheoddsratioinfavorofmigration.Higher

populationwillresultinhigherdemandfordomesticlaborsincetheeconomy

hastoproducegoodsandservicesfortheadditionalpopulationsomigration

pressurewillbeweaker･However,ifsurpluslaboralreadyやⅩists,andifthe

growthrateofthelaborforceexceedsthatofpopulationortheeconomy,then

migrationpressureWillbegreater.InthePhilippines,productionand

populationcannotcatchupwiththeincreaseinlaborforce,whichisalsodue

tohigh populationgrowthratesinpreviousyears,therefore,thecoefficientof

LPOPPiSpositive.

Ontheotherhand,thegrowthofpopulationinthedestination,

LPOPD,willraisethedemandfわrlaborbecauseortherequiredadditional
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Table4.2.MacroeconomicDeterminantsofInternational

MigrationinthePhilippines(1981･1995and1987-1995)

VariableLPOPP (1981-1995) (1987-1995)■■◆22.65 ***9.80

(8.40) (3.57)

LPOPD ★★★3.02 ★★★9.84
(3.76) (26.08)

LYP ★★★-1.61 -0.14
(-7.60) (-0.53)

LYD ★★★0.35 0.39 …

(4.51) (5.32)

LEMP ★★★2.85 0.13
(8.34) (0.34)

LEMD ★★★-8.41 ★★★-1.97
(.10.60) (-3.86)

TⅠME ■■■.-0.54 ■●■-0.34
(-8.64) (-5.33)

AdjustedR-squared 0.99 0.99

Notes:
1.ThemethodusedtoestimateI,heFixedEffectsModelwasGeneralized
LeastSquares(CrossSectionWeights)usingWh iteheteroskedasticity
consistentstandarderrorsandcovariances.

2.Valuesinparenthesisaret-values.

3.… significantat1%level.
4.Unbalancedpaneldatafb∫26countries
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Outputgeneratedbytheincrementalpopulation.Irpopulationispositively

relatedtothelaborforce,thenthereisnoneedformigrantworkers,Onthe

otherhand,irthelaborlbrcecannotcatchupwiththegrowthinpopulation

ortheeconomyasawhole,thentheresultingshortageoflaborwill

necessitatetheimportofworkers,80thatthecoemcientofLPOPDispositive,

asshowninourresults.

Second,Welookintotheimpactoraverageearnings,LYPandLYD.In

thisstudy,thecoemcientorLYPturnedouttobenegative.ASaverage

domesticincomeperlaborer,IJYP,increases,theincentivetomigrate

diminishes.Theneteffectofanincreaseinearningsinthesendingcountry

dependson(I)thesubstitutioneffectthatwilllowerthedesiretowork

abroadbecausethewagegapisreduced;and(2)thewealth efrectthatwill

raisehis/herprobabilitytoemigratetoadestinationbecausenow,he/shehas

morefundstofinancehisnlermoving.Usually,formigrantswith low

earnings,theelasticitytomigrateduetohigherincomeispositiveandvery

high becauseitwillenablehimnlertOfinancethecostofdeparture.However,

ashisearningsreachahigherlevel,thesubstitutioneffectwilldominatethe

wealtheffect.Fromthemacroeconomicpointofview,thisisreferredtoasthe

"migrationhump"whereinintheearlystageoreconomicdevelopment,the

wealtheffectdominatesthesubstitutioneffectbutlater,thelatterwill

exceedtheformerasthegapbetweenexpectedincomeathomeandinthe

hostcountry diminishes.6 Thenegativenetefrectfoundinthisstudy

there丘)resuggeststhatthewealtheffectisweak,andtherefore,isnota

decisivefactorinmigration.Thisfindingseemstobeincongruentwiththe
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migrationhumptheory,butwecancitetilefollowingreasonstojustifythis

trendinthePhilippines.Tllefirstreasonisbecausethemigrantdoesnot

necessarily fund hisdeparturethrougl1hisown earnings.There are

alternativesourcesoffundsotherthanthemigrant'sownearningsthat

he/shecanusetofinancemigration,likerelativesorinformalfinancial

institutionswho/thatarewillingtolendtheprospectivemigrantoncondition

ofpayingbacklater.Also,manyrecruitmentagenciesdirectlydeductorfund

theplacementfeesandairfaresfrom thesalariesoftheOCWsaftertheir

deployment,whileinthecaseofpermanentmigrants,theirrelativesabroad

usuallypayfortheirtravelingandlivingexpenses.Thenextreasonlieson

theobservationthattheinitialcostofmigration,likeairfareandplacement

fees,doesnotvaryamongdestinations.Therefore,evenatloweraverage

earningslevel,amigrant'schoiceofdestinationisnotrestrictedtocountries

thataregeographicallynearthePhilippines.Conversely,higherdomestic

earningswillnotraisetheprobabilityofaprospectivemigranttogotoafar

destinationjustbecausehecannowa恥rdthepecuniarycoststodoso.

Ontheotherhand,thecoefficientofaverageincomeinthedestination,

LYD,ispositive,showingthatprospectiveFilipinomigrantsareindeed

attractedbythehigh salariestheywillgetfrom workingabroad.As the

incomegapbetweenthePhilippinesandthedestinationcountrieswidensin

thefutul･e,WeCanexpectmoreFilipinosaspiringtoworkinthesecountries.

Third,withregardstothee飽ctofemploymentrates,thehigherthe

employmentopportunitiesinthelocallabormarket,thelowershouldbethe

probabilitytomigrate.Conversely,thehighertheemploymentopportunities
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abroad,thehighershouldbetheprobabilitytomigrate.However,wecannot

confirm thesea･prioriexpectationsinthisstudy.Schultzarguedthatthe

partialderivativeoftheprobabilitytomigratewithrespecttodestination

employment,aftercontrollingforincome,mustbepositivebutthismaynot

bedetectedinasingle･equationmigrationmodel.Inrural･urbanmigration,

higherincomecauseshigherunemploymentbecauseoftheinnowofjob

seekers.Ifincomeisaverystronginterveningvariable,thentherelationship

betweenmigrationratetoadestinationandemploymentratebecomes

negative.Thisargumentmaynotholdtrueforinternationalmigration,and

thereisstillaneedtoexplorewhythecoemcientsoremploymentratesinthe

sen血ngandhostcountriesdonotshowtheexpectedsigns.

Onepossiblereasononwhythea･prioriexpectationsontheimpactor

employmentrateswerenotconfirmedliesinthewidedifferencesinthe

propertiesofthecountriesinthisstudy.Wewillthereforeconsiderthese

inherentdifferencesinsection5andgroupthesecountriesbasedontheir

experiences in demographic changes, structuraltransformations and

migrationpolicies.

4,2.HypothesesTest}'ng

OurnexttaskistodeterminethevalidityoftheHarris･Todaroand

symmetryhypothesesinthemigrationorFilipinostothecountriesinthe

study.Inthissection,wewillrefertotheresultsshowninTable4.3a.7

Table4.3aindicatesthefollowingpoints.First,thenullhypothesis

thattheimpactsofincomeandemploymentratesareapproximatelyequal,

ortheHarris･Todarohypothesis,isnotconfirmed,suggestingthatthe
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Table4.3.HypothesesTesting

Table4.3.a.ObservationsStratifiedAccordingtoPeriod
HVpotheSis (1981-1995) (1987-1995)
Harris一Todaro F-statistics 121.4807 ll.16

Probability (0.00) (0.00)

Symmetry F.Statistics 51.45 4.83
Probability (0.00) (0.01)

Symmetryin F-Statistics 63.13 9.61

Table4.3.b.ObservationsStratifledAccordingtoRegions
HvT)Othesis Groupl Group2 Group3 Group4
Harris-Todaro F.statistics 125.65 3.88 58.36 30.16

Probability (0.00) (0.04) (0.00) (0.00)
Symmetry F.statistics 142,90 1.18 87.50 37.35

Probability (0.00) (0.33) (0.00) (0,01)
Symmetryin F.statistics 18.97 0.10 8.70 31.68

Note:Wald-sCoefficientTestoftheFollowmgRestrictions
1. Harris･TodaroHypothesis

(̂ 2- '̂2-Y:)=(A,- A.,- Y,')

(γ2)≡ (γ3)
2.SymmetryHypothesis

(̂ 2 (A,

●
2
●
3

<
<

l

】

γ

;)=-(y2)

-γ;)≡ -(γ｡)

3. SymmetryinHarris-TodaroHypothesis

(̂2- '̂2-γ2')+(A,-A;-γ,')≡ -(γ2)-(Y,)



estimation with averageearningsandemploymentratesenteringthe

equationseparatelywillprovideabetterapproximationortheimpactorthese

economicvariables.As shown in Table 4.2,the slopecoefficientof

employmentishigherinabsolutevaluethantheslopecoemcientoraverage

earnings,implyingthatemploymentrateshavestrongerimpactonthe

logarithmoftheoddsratioinfavorofmigration.Thisisespeciallytrueinthe

Philippines,whichhashigllunemploymentrateat8%to13%in1981･1995

whilethoseofthehostcountriesaresignificantlylower.Moreover,many

FilipinomigrantsareOCWswhoareassuredorworkinthedestination

country.Evenifdomesticwagesincreasesignificantly,itmaynotprovidean

incentiveforlocalworkerstoremaininthesendingcountryif,atthesame

time,itsunemploymentrateisalsohighduetotheimpositionorminimum

wagepolicyoranypolicythatmakeswageratesinflexibleinthePhilippines.

Instead,thesepolicieswillonlyworsenmigrationpressureinthecountry.

Second,likeinthecaseofrural･urbanmigration,thesymmetry

propertyoftheimpactoffactorsinthesendingandhostcountriesisalsonot

detectedinthisstudy.Thisfindingconfirmstheexistenceofbarriersinboth

thesendingandthehostcountries,whichcanbe"natural,''suchaslanguage,

culture,religion,geographical血stance;or"adaptive"suchaStherestrictive

policiesaimedtoprotectdomesticworkersfrom foreigncompetition.These

barriersmayprovetobemoredifnculttoovercomecomparedtothosefound

ininternationalcapitalmobilityandrural･urbanmigration.8

Havingseenthattheimpactsofvariablesinthesendingandhost

countriesareasymmetricleadsustoaskwllichofthetwoimpactsisstronger.
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InTable4.2,theabsolutevaluesoftllecoefficientsofLPOPPandLYPare

greater,andtherefわretheirimpactsarestrongerthanthoseorLPOPDand

LYD.These丘n山ngssuggestthatFilipinomigrantsdiscountworkingabroad

becauseornaturalbarriersasperceivedby the"supply･side''orthe

prospectivemigrantsthemselves,likebeingfarfrom thefamily,orcultural

andpoliticaldifferences.However,wemustalsonotethatthereare

"demand･side"constraintssothattheprospectivemigrantscannotreactfully

andrationally,tochangesintheeconomiccon血tionorthedestination

country.Inrural･urbanmigration,theprospectivemigrant'sinabilitytoreact

equallytocllangeSinthedestinationandthesen血ngareaisattributedto

theobservationthathe/Shehasrelativelymorecompleteinformationabout

locallaborcon血tionsthanthoseorthedestination,andtherelbre,networking

withmigrantworkersalreadyinthedestinationwillpartiallyrelievethis

constraint.Inthecaseofinternationalmigration,however,theproblem of

asymmetricinformationbamieriscompoundedbytheimmigrationcontrols

imposedbythehostcountries.

5. StructuralAdjustmentsin the LaborMarketand International

Migration

lntheprevioussection,we血scussedtheperiod1981･1995.However,

thelatterhalfofthe1980ssawsignificantreformsintheeconomicandlabor

structuresofthePhilippinesandthehostcountries.Therefore,inthissection,

wewill丘rstdescribethestructuralchangesthatthePhilippinesandthellOSt

countriesunderwentinthemid･19805.Thenwewillexploretlleimpactof
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theseeconomicrefわrmsandtheresultingchangesinpoliciesonmlgration

fromthePllilippinestothehostcountries.

Institutionalandeconomicreformshave seriousimplicationson

emlgrationpressuresinthesendingandhostcountries.Inthecaseofthe

Philippines,itunderwenttransformationsresultingfrom thechangein

administrationin1987.Forthehostcountries,demographicfactorsseemto

playanimportantroleinincreasingtheirdemandforforeignlabor.

ThePhilippinessufferedseriouseconomicstagnationinearly1980S.

Theeconomyregisterednegativegrowthsin1984and1985,althoughdata

showedrelativelylowunemploymentratesinthesameperiod(SeeTables

3.13and3,14).Muchoftheeconomicinstabilitywasattributedtothe

troubledadministrationofMarco8.1m1986,throllghthe`̀People'sPower

Revolution," the new government headed by Corazon Aquino was

inaugurated.Thenew governmentrecognizedthecontribution tothe

economybyFilipinosabroad,andhadbeguntoimplementprogramsthatwill

improvetheiremploymentopportunitiesandwelfare(deAsisinBatistella,

1992).Sincethen,thegovernmenthasもeenactivelyparticipatinginthe

organizeddeploymentofOCWsabroadthrough thereorganizationofthe

PhilippineOverseasEmploymentAgency(POEA)andhasbeenimprovingits

servicesforpermanentemigrantsthrough theCommissiononFilipinos

Overseas(CFO)and,forOCWs,through theOverseasWorkersWelfare

Administration(OW A).9

Efrortstorebuildtheeconomyprovedtobedifficultforthenew

administration.InitsfirstyearsinOffice,thegrowthoftheeconomywas
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characterized asforeign･led,asforeign directinvestmentsandofficial

developmentassistancepouredin(SeeTable4A).Domesticeconomicreforms

liketradeliberalization,whicllresultedintheshiftofexportstowards

non･agriculturalproducts,contributedsomuchinreducingthetradedeficitof

thecountry.As aresult,thecountryexperiencedhigh positivegrowthrates

until1990(seeTable3.14).

Theeconomicgrowth,however,wasnotsustained,mainlybecauseof

thepoliticalinstabilityandnaturaldisastersthatstruckthecountryinearly

1990S.Economicgrowthdecelerated,reachingitsbottomin1991,andfailed

toreturntoits1986･1989levels.Seriouslyaffectedbytheeconomicslowdown

waslabor,whenunemploymentratesLhiledtofallfromits8%･9%levelsince

1987aslaborsupplyincreasedandthedomesticmarketfailedtoabsorb

them.

Thelatterpartofthe1980salsosawsignificantstructuralchangesin

thedestination00untriesin仇estudywhentheyexperiencedveryhigh

economicgrowthordemographictransformationsthatwillhaveserious

implicationsonthedomesticlabormarket.Thesecountries,however,varyin

theirlevelsofeconomicdevelopmentandmigrationpolicies,soweroughly

groupthosehavingsomewhatsimilarlabormarketandmigrationneedsas

follows:

Group1consistsoftheEastAsiancountrieswithfullemploymentlike

Japan,Korea,Taiwan,HongKong,MalaysiaandSingapore.Thesecountries

haveundergonestructuraltransformationfrom agriculturaltoindustrialto

serviceeconomiesandhaveexperiencedlowgrowthratesofpopulationand
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laborfわrce,whilecontinulngtOllaVehigheconomicgrowthin1987･1995,as

showninTable4.5.

Thenextgroup,Group2,consistsofThailand,IndonesiaandChina.

Thesearecountriesthatachievedremarkableeconomicgrowthfromthelate

1980'suntiltheASiancrisisinlate1997.UnlikethecountriesinGroup1,

however,thesecountriesmanagedtodrawtherequiredincrementallaborfor

economicexpansionfrom internalsurpluslaborfrom therural area,the

agriculturalsectorandthefemalelaborforce.

Group3includestheUnitedStates,Canada,New Zealandand

Australia,thetraditionaldestinationsf♭rpermanentemigrantsfromallover

theworld,Although inthepast,thesecountriesemphasizedimmigrationfor

settlementandpreferential entryforfamilyandhumanitarianmigrants,

theyhavebecomemorereceptivetoforeignworkersinlate1980S(seeUN,

1998).

Finally,theEuropeancountriesmakeupgroup4,which,ofthefour

groups,hasthelowestgrowthrates0fpopulationandlaborforce.Mostof

theirmigrantsaretemporaryworkersfrom neighboringcountrieslike

EasternEuropeandtheMiddleEast.TheSingleEuropeanActin1987and

theTreatyonEuropeanUnionatMaastricht(1991)aswellasthepolitical

andeconomicchangesunderwayinEasternEurope,alsointhelate19808,

pavedthewayforfreerlabormobilitywithinEurope(seeUN,1998).

Weperformpaneldataregressionforeachgroupusingequation(9).

Here,wewillconsidertheperiod1987･1995because,asshownabove,(1)tile

Philippinesexperiencedeconomic,institutional andpoliticaltransformation
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Table4.5.SomeEconomicln血catorsin比eHostCountries(1982･1995and1987･1995)

Period Group1 Group2 Group3 Group4

AVerageGrowthofGNPperCapita(%) 1982-1995 4.67 4.86 0.71 1.601987-1995 6.69 7.53 1.09 1.70

AVerageGrowthofPopulation(%) 1982-1995 1.40 1.60 1.20 0.441987.1995 1.37 1.50 1.20 0.50

AVerageGrowthoftheLaborForce(%) 1982.1995 2.10 2.40 1.80 0.871987-1995 1.48 2.30 1,70 0.91

AVerageRateofUnemployment(%) 1982-1995 3.20 2.50 8.00 8.15

Notes:

Group1:HongKong,Japan,Korea,Malaysia,SingaporeandTaiwan
Group2:China,IndonesiaandThailand
Group3:Australia,Canada,NewZealandandUnitedStates
Group4:Belgium,Cyprus,Denmark,Finland,France,Germany,GreatBritain,Greece,

Italy,Netherlands,Norway,SpainandSwitzerland
Source:Author'sCalculationfromWorldDevelopmentIndicators2000.



in1986anditisfeasibletoassumethatthereisalaginitsimpacton

migration.Moreover,thenew administration establishedin 1987has

initiatedaprogram toimprovetheoverseasdeploymentsystem ofthe

country.(2)althoughnotsimultaneously,thehostcountriesexperienced

significanteconomicchangesinthelatterpartofthe1980S.(3)datasetsare

relativelybalancedlbrtheperiodconsideredhere.WewilluseLPOPP,

LPOPD,LYP,LYD,LEMP,LEMDandTasregressors.

The results, presented in Table 4.6, revealsome interesting

implications.First,thecoefficientofLPOPPisconsistentlypositiveforall

groups.Thisconfirmsourpreviousfindingthathigherpopulationinthe

sen血ngcountryinducesmigrationpressure.Thisisespeciallytrueasatthe

sametime,thelaborforceincreasesalsosothattheslow･movingeconomyof

thePhilippinesstillcannotaccommodateit.

Second,thecontrastintheimpactofLPOPDinGroup2ononehand,

andGroups1,3,and4isstriking.Although allcountriesinthesample

experiencedpositivepopulationgrowthin1987･1995,thehigherpopulation

raisedtheFilipinosprobabilitytomigratetocountriesinGroups1,3,and4,

asshownbythepositivevalueforLPOPD.Ontheotherhand,itreducedthe

probabilitytomigrateinthecaseorGroup2countriesofThailand,Indonesia

andChina.Thiscanbeexplainedasfollows:Higherpopulationraisesthe

demandforgoodsandservices,andtherefore,raisesthedemandforlabor.Ⅰn

thecountriesinGroup2,Suchdemandcanstillbemetbydomesticlabor

su叩lus,Comprisingofbigsurpluslaborinagriculture,inruralareas,andof

womenandteenagers.Infact,likethePhilippines,thesecountriesarestill
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Table4.6.MacroeconOmicDeterminants0日nternationalMigration
inthePhilippinesaccordingtoRegionalGrouping(1987･1995)

Variable Group1 Group2 Group3 Group4 AllCountries

LPOPP ★★★39.19 6.61 ●◆■17.28 3.36 ***9.80

(ll.75) (0.06) (3.24) (0.80) (3.57)

LPOPD ●■●6.29 ★･84.57 ー■13.72 ★★★14.37 ★★★9.84

(ll.76) (-1.97) (2.ll) (3.87) (26.08)

LYP ★★★-6.21 ll.15 ･0.32 ★★★2.65 -0.14

(一17.16) (1.35) (.1.62) (7,74) (-0.53)

LYD 0.17 0.70 ･0.70 ■■0.21 ■●■0.39

(1.01) (0.71) (.1.60) (2.30) (5.32)

LEMP ★★★1.96 ■◆･27.07 ★★･7.84 ◆■■-2.76 0.13

(6.07) (-2.05) (-2.29) (-4.73) (0.34)

LEMD ★■◆8.36 21.26 ★●3.06 ･■★●･5.08 ■●■･1.97
(7.29) (1.62) (2.48) (.5.76) (-3.86)

TⅠME ttt･0.93 1.12 ◆■■･0.57 ■■-0.23 ★★★-0.34

(.ll.58) (0.49) (.2.88) (.2.17) (.5.33)

AdjustedR-squared 0.99 0.99 0.99 0.99 0.99

Notes:

Group1:HongKong,Japan,Korea,Malaysia,SingaporeandTaiwan
Group2:China,IndonesiaandThailand
Group3:Austraha,Canada,NewZealandandUnitedStates
Group4:Belgium,Cyprus,Denmark,Finland,France,Germany,GreatBritain,Greece,

Italy,Netherlands,Norway,SpainandSwitzerland
1.Themet.hodusedt,oest,imat.etheFixedEffectsModelwasGeneralized

LeastSquares(CrossSectionWeights)usingWh iteheteroskedasticity
consistentstandarderrorsandcovariances.

2.Valuesinparenthesisaret･Values.

3･Hsignificantatl%level.

significantat5%level.
SiJr山fip_Jlnt.且t10%1色VBl_

4.Unbalancedpaneldatafor26Countries



netsendersoflaborersabroad.However,thecaseisentirelydifferentforthe

othergroupsinwhichthedeclineinbirthratesandthealreadyhighlabor

forceparticipationofwomenhaveresultedinsmallercohortofwomenand

teenagersenteringthelabor.The一一grayingofthesociety"duetohigherlife

expectancyandlowbirthratesaggravatedthesituation.Thedislikeofthe

nativestoworkinthe--3D..(demanding,dirtyanddangerous)sectorsalso

raisedthedemandlbrunskilledworkers.Thus,aspopulationincreasesand

economicproduction grows,thegovemmentispreSSuredtoallow the

entranceorfわreignworkers,especiallytheunskilled,tocomplementor

supplementdomesticworkers.Thus,theyhavegraduallyadopted,albeit

reluctantly,variedmigrationpolicies.10Forthesecountries,thePhilippines

becameanidealsourceofmigrantlaborersbecauseofgeographicalproximity,

organi21eddeploymentsystemforOCWs,andabilitytospeakEnglish,

Third,withregardstothedirectionoftheimpactofincomeand

employmenttothenaturallogarithm oftheoddsinfavorofmigration,we

obtainedmixedresults,WithsomecoefEicientsnegativeandsomepositivefor

thesamevariableindifferentgroups.Thisimpliesthatthesegroupsindeed

havedealtdifferentlywiththeissueoflaborimportation.Nevertheless,the

findingsthatmostofthecoefrlCientsofemploymentarestatistically

significant,whilethoseofearningsarenot,provideabasisforustosaythat

employmentcondtions are more relevantthan average earnings in

explainingtheFilipinomigrant'sdecisiontomigrateinallcountriesinthe

study.

Fourth,Ourresultsalsogivesomelightontheimpactoremployment
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ratesoninternationalmigrationinthePhilippines.Regar血ngtlleimpactor

employmentprobabilitiesin thePhilippines,weobtainedthea･priori

expectedsignofanegativecoefficientforGroups2,3,and4,indicatingthat

asemploymentprobabilitiesinthesen血ngcountryincrease,theoddsin

favor of international migration decreases.Similarly, as expected,

employmentratesin thehostcountriespositively auectinternational

migrationinalmostallgroups.Ourfindingssuggestthatitisnecessaryto

血Saggregate the sample into groups based on their economic and

demographiccon血tionsinordertoexplaintosomeextenthowemployment

ratesarerelatedtointernationalmigration.

Fifth,forEuropeandestinations,thecoemcientofLYPispositiveand

statistically significant,suggeSting thatasincome in the Philippines

increases,moreworkerscanaffTordtopayfortherelativelyhigh movingcost

toEurope.ThisisincontrasttoGroup1countriesinwhichthecoefficientof

LYPisnegativeandstatisticallysignificant,implyingthatthesubstitution

effectisstrongerthanthewealtheffectofdomesticincome.

Finally,inTable4.3b,wealsoshowtheWald'scoemcienttestresult､＼

forthe4groups,andwecanseethat,exceptforGroup2countries,thereis

asymmetryintheeffectsofearningsandemploymentprobabilities,implying

againthatforthecountriesbelongingtogroups1,3and4,informationabout

homeandforeignlabormarketsisasymmetric,andthatrestrictivemigration

policiesorbarriersarestillinplace.TheGroup2countriesontheotherhand

haverelativelylenientmigrationpoliciescomparedtocountriesinother

groups,andthismayhavecontributedsufficientlytothesymmetryof
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impactsorthevariables.

6.Summary

Thischapterhasexploredtheroleofpopulation,earningsand

employmentratesinthesendingandhostcountriesontheprobabilityto

migratebyusingamodelproposedbySclmltz.Intheperiod1981･1995,

populationgrowthinthePhilippinesraisedtheprobabilitytomigrate,while

averagedomesticearningsreducedit.Itwasalsoconfirmedthatpopulation

andaverageearningsinthehostcountrieshaveoppositeeffectsonmigration

fromthePhilippines.

Thevali血tyortheHarris･Todaro'Sexpectedwagehypothesiswasnot

confirmedinallcases.Moreover,thecoefrlCientsofemploymentvariablesare

greaterinabsolutetermsthatthoseortheearningsvariables.Combining

thesefindings,WecansaythataprospectiveFilipinomigrantputsgreater

importanceon employmentrates,andtherefore,consideringthesetwo

variablesindependentlywillgiveabetterestimationoftheirimpacton

internationalmlgration.

Ingeneral,theasymmetryoftheimpactoffactorsinthesendingand

hostcountriesholdstruebecauseofthefollowing:(1)asymmetricinformation

aboutthelocalandforeignlabormarkets;(2)"natural"barrierssuchas

geographicalproximity,languagedifficultyandotherculturalandpolitical

factors,and(3)restrictivemigrationpoliciesinthehostcountries.Inabsolute

terms,factorsinthePhilippinesexertgreaterinfluenceontheprobabilityto

mlgrate.
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TheeconomictransformationthatoccurredinthePhilippinesandthe

hostcountrieslistedinthisstudy,andtheirmigrationpoliciesimpacted

diWerentlyonthemagnitudeanddirectionofFilipinomigrationtothese

destinations.Particularly,theshortageoflaborduetotheimbalanceamong

ratesofgrowth ofthepopulation,thelaborforce,andtheeconomy,

encouragedandopenednewopportunitiesforFilipinostoworkabroad.
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FootnotesorChapter4

1Inthisstudy,wewill丘)cusonthepertinentcharacteristicsorthesen血ng

andhostcountries.Wewillnotconsidermigrationcosts,usuallyproxiedby

distance,inthisstudybecauseofthefollowingreasons:(1)Thecostof

moving,suchasairfares,doesnotsignificantlychangewith distance.(2)Itis

doubtfulifdistanceisagoodproxyformigrationcost,whichshouldalso

includepsychologicalornon･pecuniarycosts.(3)Econometrically,血stanceas

proxyforcostscannotbedirectlyincorporatedinthefixedeffectspanel

regressionbecauseitdoesnotvaryoverthetimespanofthestudyforeach

country.ThereisthereforeaneedtosearchLTorotherproxiesthatwillreflect

costsmoreaccurately.ItispossiblethatdistancealsoaftTectsmigration

indirectlythrough itsvariedeffectonmigrantsStratifiedaccordingtoageand

skills(Schwartz,1973).Theimpactofmigrants'personalcharacteristicson

his仙erprobabilitytomigratewillnotbe血scussedherebecauseitentailsthe

useofmoredetaileddataregardingtheage,occupationandgenderofthe

migrantsgoingtoeachdestinationwhicharenotavailable.

2WedefinetheemploymentrateaslOO%minusunemploymentrate.

3ForasuⅣeyoftheHarris･Todaroexpectedwageearningshypothesisand

itstheoreticalextensions,see,forexample,Lucas(1997)andGhatakand

Levine(1996).

4 Thisisafeasibleassumptionininternationalmigrationbecauselikeinthe

hostcountry,wagesinthesendingcountryarealsooftennotdetermined

competitivelybutareinstitutionallyor"politically"determined.Forempirical

analysisorthistype,seeLucas(1985)andSalvatore(1981).
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5Byusingthefixedeffectspanelregressionmethod,Wemustinterpretour

resultswithcaution.Thefindingshereholdtrueonlyformigrationfromthe

Philippinestothedestinationcountriesinthisstudy.Werealizethatitis

alsoimportanttoincludeallcountriesinthisstudy,butwearehighly

constrainedbytheavailabilityordataontheindependentvariables.

6 Fordiscussiononmigrationhump,see,forexample,MartinandTaylorin

Taylor(1996).ThisisconfirmedinSouthKorea,SpainandItaly.These

countriesusedtobenetlaborexportersuntiltheearly1980sbutnowhave

becomenetimportersofforeignlabor.Justatwhatlevelofexpectedincome

theturningpointinthèm̀igrationhump''willbeandatwhatrateitwillbe

achievedareinterestingtopicsforfutureresearch

7Table4.3bwillbediscussedinSection4.

8 ItismorediWICulttoovercomebarriers,especiallythe"natural"Onesin

internationallabormigrationthanincapitalmovementorinternalmigration.

However,wecanexpectthatthepolitical/economicbarrierswilldiminish

becauseOrrecentmovementtowardsregionalintegration.

9 Through restructuring,POEA'5functionswere expanded toinclude

marketing,employment,welfare,licensing,regulationandadjudicationfor

OCWs.

10 Countriesdifferinthescopeandrateofimplementationofmigration

policies.JapanandKoreaimplementedthetraineesysteminwhichforeign

workersareallowedtoworkas"trainees"oflocalcompanies,whichhave

subsi血ariesinthehomecountries.InJapan,theshortageorlaborwasalso

easedthrough hiringdescendantsofJapanesemigrantsabroad(Nl'kkeJj)'D)
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andfわreignstudents.HongKong,SingaporeandTaiwanbegantoadmit

skilledworkersandseⅣiceworkerslikedomestichelpers.TheMalaysian

governmenttookstepstolegalizeforeignworkersfrom Indonesiaandthe

PhilippineswhoenteredMalaysiathroughitsbackdoor(AbellaandMoriin

O'ConnorandFarsakh,1996).TheUnitedStates,CanadaandAustralianow

allow theentranceofqualifiedandhighlyqualifiedmigrantsthrough

employment･relatedpermanentimmigrationandthroughtemporaryworkor

studyvisas.InmanyEuropeancountries,migrationpoliciesarelinkedto

multilateralandbilateralagreementsbetweenthesendingandthehost

countries.Thesearetwo･wayagreementsthatdonotonlyinvolvemore

lenientmigrationlawsinthehostcountries,butalsorequiresending

countriestoundertakeeconomicrestructuringtoimprovehomecon血tions

andtherefわrereduceincentivesf♭rmigration.TheEuropeanUnion(EU)has

alsoinitiatedaplantoe.stablishaunifiedlaborstandardsprogram among

thecountriesofEU andCentralandEasternEuropethatwillimprove

workingcon血tionsinthesen血ngcountriesandtherefわre,mayleadto

reductioninmigrationpressure(seeOECDSOPEMI,1998).
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Appen血cesorChapter4

Appendix4.A.ListofCountriesincludedintheStudy

1.Australia

2.Belgium

3.Canada

4.China

5.Cyprus

6.Germany

7.Denmark

8.Finland

9. France

10.GreatBritain

ll.Greece

12.HongKong

13.Indonesia

14.Italy

15.Japan

16.Korea

17.Malaysia

18.Netherlands

19.NewZealand

20.Norway

21.Singapore

22.Spain

23.Switzerland

24.Thailand

25.Taiwan

26.UnitedStatesofAmerica
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Appendix4.B.DescriptionofVariablesintheMigrationModel

Variable Description/Definition Source

Pij(P止) numberoremigrantstodestinationj(Philippinelaborforce)dividedbythesumofallFilipinoemigrantstoalldestinationSandthelaborforceinthePhilippinesattheendoftheperiod. author'scalculation

numberof sumofland-basedoVerseasworkers PhilippineStatistical
emlgrantStOa deployedbyPOEAandpermanentYearbook, various
destination,j emlgrantS eds.
average grossnationalproductdiVidedby World DeVelopment

earnings laborforce(expressedinconstant1995internationalUSS) Ⅰndicators(2000)★

Population inthousands(1,000) World DeVelopmentⅠn血cators(2000)★

Employment 100%minusunemploymentrate World DeVelopment
rates (expressedas%ofthelaborforce) Ⅰn血cators(2000)★

' exceptforTaiwan

Notes:

1.ThedataforTaiwanweretakenfrom Gal'kokuKelzal'TokelNeDPO1995
GnJapanese)publishedbytheNipponGinkoKoknsaikyoku(1996).
2.TheWorldDevelopmentln血:ators(inCD･ROM)ispublishedannuallyby
theWorldBank.
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Chapter5

TheEffectofMigrantRemittances

onthePhilipplneEconomy:

TheConsumptionExpendituresChannel

1. 1mtroduction

Thischapteraimstomeasurethedirectandindirecteffectsof

remittanceson theaggregateeconomythrough householdconsumption

expenditureschannelinthecaseofthePhilippines.Specifically,itseeksto

contributetotheliteraturebylinkingthemigranthousehold'sbehavior

regardingspendingonconsumptiongoodsandprivateinvestmentstokey

aggregatevariablessuchasgrossoutput,nationalincome,employment,

capitalformationandbalanceofpayments.Itwillalsoanalyzethediffused

impactoftheinitialincreaseinpersonalconsumptionexpenditures(PCE)on

theeconomythatisdisaggregatedonthesectorallevel.1

As thenum berofmigrants,especiallytemporarycontractworkers,

increasesduetopersistentwagedifferentials,demographictransformations

andregionalintegration,internationalmigration'spotential benefitsand

coststothesen血ngcountry'Seconomyhavecaughtmuchattentionnotonly

from academic researchersbutalso from governmentpolicy･makers.

Although therearemanychannelsandstartingpointsinapproachingthe
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issue,inthisstudy,wewillfocusontlleCOnSumPtionspendingbehaviorof

themigranthouseholdsbecausePCEmakesupforagreaterportionof

householdincome,especiallyindevelopingcountries.Basically,thereshould

notbeanydifferenceintheconsumption,savingsandinvestmentpreferences

ofhouseholdsinthesameincomebracket,withorwithoutmigrantmembers.

However,sincethehouseholdswithmigrantshavedifferentincomepathand

moreconsumptionandinvestmentchoices,2theirspendingbehaviormustbe

distinctfromthoseofhouseholdswithoutmigrantmembers(TanandCanlas,

1989).Consequently,theirimpactontheaggregateeconomymustalsobe

distinctfrom thosewithoutmigrants,eveniftheyareinthesameincome

bracketandl血eirincomesincreasebythesameamount.

Empiricalresearchontheimpactorremittancesontheaggregatelevel,

throughtheconsumptionexpen血tures･savingschannel,isconductedusing

householdsurveydata(see,forexample,Brown,1995;Malm udinAm jad,

1989;andKaziinAm jad,1989)andtime-seriesdata(seeforexample,Am jad

inAmjad,1989;SaithinAmjad,1989;TanandCanlasinAmjad,1989and

Straubhaar,1988).Theformergroupofresearchstudiesexplorestheincome

effectsonlyonthemigranthouseholds,whilethelatterinvestigatesthe

first･degreeeffectsonthekeyaggregatemacroeconomicvariablesgenerally

on apiecemealbasis.Allthesestudieshavecontributedmuchtoour

understandingoftheroleofremittancesineconomicdevelopment,butthey

donotconsiderthe血rectandindirectimpactonthe血saggregatedsectoral

level.Partlybecauseorthisreason,muchevidencesuggeststhatsince

remittances are used for "unproductive" or "wasteful" expenditures,
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remittancescontributelittletoeconomicgrowth.3

Thepresentchapterputsadifferentperspectiveintotherelationship

betweenremittancesandeconomicgrowthbyshowingthatremittanceshave

strongerimpactbecauseofsectorallinkages;andthattheimpactdiWers

amongthesesectors,dependingonbowtheremittanceincomesarespent.We

seek toshow someevidencethatsomesectorsarehighlyfavoredby

remittancesbecausetheiroutputlbrm abigshareintheexpen血turesof

remittancerecipients,Orbecausetheirlinkagewithothersectorsishigh.

Tbachievetheobjectivesorthiscllapter,WeWillusetheresultsofa

household survey and relatethe spendingpattern ortheremittance

recipientstothedisaggregatedeconomyrepresentedbythelnputl0utput

(IO)table.TheuseoftheIOmodelwillallowustoquantifytheinduced

"multiplier"effecton differentproduction sectorsduetointer･industry

linkages.ThistypeorapproachwasusedbyStahlandHabib(1989),inthe

caseofBangladesh,andGlytsos(1993),inthecaseorGreece,butstu血eS

havenotbeenmadeinthecaseofthePhilippines.StahlandHabibfoundout

thatsincethesectorsinwhichtheremittancesarespenttendtohaveStrong

linkageswiththerestoftheeconomy,even"unproductive"spendingcanhave

positiveimpactsontheentireeconomy.Glytsosshowedthatsinceremittance

recipientsdrasticallychangetheirbehaviortowardsconsumption,savings

andinvestments,theirremittancespromoteeconomicgrowth,employment

andcapitalformation,butdoesnothaveseriousimplicationsonthebalance

orpayments.
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InthePhilippines,remittancesareaconsiderablesourceofincomenot

only foritsrecipientsbutalsofortheentireeconomy.Incomefrom

remittancesmakesupalargeportionofincomeorhouseholdswithmigrants.

AccordingtotheBangkoSentralngFilipinas(BSP)(CentralBankofthe

Philippines),in1997,theaverageannualnominalremittancepermigrant

was206,704pesos(US$7,014).Dividingthisbytheaveragefamilysizeper

householdor5.09persons,Weobtaintheaverageannualnominalremittance

perrecipientor40,609pesos(US$1,378).ThenominalGDPpercapitaofthe

Philippinesinthesameyearwas32,926pesos(US$1,117)4,andtherefore,the

averageincomeofarecipientfrom remittancesaloneis1.25timeshigher

than non･recipients.Thiswillpotentially altertheirconsumption and

investmentdecisions.Ontheaggregatelevelandbasedonomcialestimates

bytheBSfltotalremittancesmakeupaconsiderableshareinannualGop

(seechapter3).Consideringthemagnitudeofremittancesandtheactive

stanceorthegovernmentinpromotingoverseasemployment,assesslngthe

benefitsofmigration through theconsumption channelisofprimary

importance.

Thischapterisorganizedasfollows.Thenextsectionwillexplainthe

analyticalframeworkontherelationshipbetweenremittancesandeconomic

growththrough theconsumptionexpenditureschannel.Insection3,Wewill

describethemethodologyusedinthisstudy.The丘ndingsorthisstudywillbe

analyzedinsection4.Finally,Wepresentthesummaryofthischapterin

Section5.
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2. AnalyticalFramework

lnthissection,wetracehowremittancesaffecttheentireeconomy

through itsinnuenceonthespendingbehaviorofthemigranthousellOld.5

WhileI.hereareotherchannelsinwhichremitt.anceswillinfluenceeconomic

growth,likeforeignexchangeandbalanceofpayments(seechapter3),we

focusonconsumptionexpendituresbecauseinthePhilippines,alarge

percentageofincomeofrecipientsisspentinbuyingconsumptionorprivate

investmentgoods.Here,Wedefinepersonalconsumptionexpenditures(PCE)

or血sbursementsasthesum of(1)expen血turesoncurrentconsumption

goods,(2)privateinvestmentgoodssuchasrealestate,educationand

housing,and (3) goods for intertemporalconsumption like durable

furnishingsandhousing.Ontheotherhand,averagenetsavings,definedas

totalreceiptslessbtal血sbursements,arerelativelylowinthecaseofthe

Philippines.Forexample,in1997,netsavingswereonlyabout13.3%ofbtal

householdreceipts.

Theutility-maximizingmembersofamigranthousehold,whom we

willcallrecipients,chooseeithertopurchaseconsumergoodsorsomeforms

ofinvestments,suchasrealestate,housingorsmall･scalebusiness,orsaveit

intheformofcash.ThepurchaseofconsumergoodswillraisethePCE,and

ortheseexpen血tures,thosespentonprivateinvestmentsareexpectedto

raisefutureincome.TheinitialincreaseinaggregatedemandandPCEin

thesesecbrsduetoexpen血turesoutofremittancesaretheinitialanddirect

impactofremittancesontheeconomy.

Inthesectorsdirectlyaffectedbytheconsumptionandinvestments
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behaviorofthemigranthouseholds,productionwillincrease,requirlng

intermediateinputsfrom allsectorsandprimaryinputs.Wefurtherdivide

intermediateinputsandcapitalintodomesticandimportedgoods,Sothatthe

initialincreaseinspen血ngduetoremittanceswillalsoraiseimports.Wecan

alsoclassifythepaymentstotheprimaryinputs,orthevalue･added,into

workers'compensation,capitaldepreciation,indirecttaxeslesssubsidiesand

othervalue･addedsuchasoperatingsurplus,

Usingthisframework,Wecanidentifythefollowingeffectsofagiven

amountofremittancesontheaggregateeconomyanditS血saggregated

sectorsasfわllows:

(1)theconsumptionexpenditureeWect

(2)thesectorallinkageorintermediateinputeffect

(3)theinComeeuect

TheconsumptionexpenditureeWectreferstotheinitialam ountof

remittanceincomespentonconsumergoods.Itsmagnitudedependsonthe

preferencesofremittancerecipientsbetweenspendingandsavings,and

amongconsumergoods.Forallhouseholds,withorwithoutmigrants,if

incomevarieswhilepricesandtastesremain unchanged,consumption

expen血tureswillchangedepen血ngonwhetherthegoodsaresuperior,

normalorinferiorgoods.Forsuperiorandnormalgoods,theabsoluteamount

ofexpenditureswillincreaseduetoremittances,whileforinferiorgoods,

spending willdecrease.Therefわre,the composition or allocation or

consumptionexpen血turesinthemigrationandno･migrationregimeswill

vary.Consequently,thesectorsthatproduceconsumergoods,whicharemore
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Orlesssuperiorandnormalformigranthouseholds,Willmostlikelybe

stronglyaLTbctedbytheremittanceincomethan Sectorsproducingconsumer

goodsthatmigranthouseholdsconsiderinferior.

Thesecondeffectreferstotheindirectordiffusedeffectsofremittance

spendingtothedifferentsectorsoftheeconomythrough sectorallinkages.

Evenifmigrantshavelittleorno丘naldemandfわrsomesectors,thesesectors

willstillbeaffectedbyremittancesiftheiroutputisrequiredasinputsfor

thosesectorswith directfinaldemandfrom migrants.Thestrongerthe

linkageoraninputsectortotheoutputsector,thestrongerwilltheimpactbe

totheinputsector.Thesefirsttwoeffectsarethetotaleffectsofremittances

onaggregatedemandandgrossoutput.

The third effecthighlightsthe impactofremittanceson the

compositionofnationalincomeorsharesofvahle･addedcomponentsdueto

increasedproduction.SincetileeXpendituresofmigrantsincludeimported

goods,eitherasfinal orintermediatedemand,nationalincomeorthe

value･addedwillnotincreasebythefullamountoftheinitialincreasein

remittances.Thehighertheimportcontentsandthelowerthedomestic

contentofthegoodspurchasedbymigrants,thelessfavorablewilltheimpact

orremittancesonnationalincomeandthebalanceofpaymentsbe.Moreover,

theimpactofremittanceexpendituresonthevalue･addedoflabor,Capital

andentrepreneursineachsectorwillalsodependonhowtotalincomeis

distributedamongtheseprimaryinputs,Even ifthe血rectimpactof

remittancesinasectorisstrong,itmaynottranslatetoconsiderablebenefits

forworkersinthatsectoriftherelativeshareoflabor'scompensationislow
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relativetothoseorothervalue･addedcomponentssuchasoperatingsurplus

orprofitsofentrepreneurs.

Indeed,the血rectanddimlSedimpactsorremittanceincomeonthe

aggregatelevelandthedisaggregated,sectorallevelortheeconomydepend

onthenetcompoundedeffectsofthethreefactorsmentionedabove.

3.Methodology

Ourmethodologywillbedividedintothreestages:(1)estimatingtile

numberofmigrants,thenumberofrecipients,andtheamountorincomesin

the migration and no･migration regimes, (2) 血stributing the total

remittancesamongthedifferentconsumptiongoodsproducedbythesectors

oftheeconomy,and(3)quantifyingthedirectandindirecteffectsof

remittanceson production,employmentcreation,capitalformation and

importcontentofproduction.The second stage willnecessitate the

constructionofaconsumptionexpen血tures･IOconversionmatrixthatwill

linktheexpendituresineachconsumeritemtothesectorsintheIOtable.

3.1.Estlmatl'DgtheZD)'tI'alImpactofReml'uaDCeExpend)'tums

Letusconsiderahouseholdwith onemigrantandtherestofits

membersremaininginthesen血ngarea,whichwewillcalltherecipients.

Sincetheamountsofhouseholdincomeandconsumptionvaryaccor血ngto

familysize,wewillusethehouseholdmemberortherecipient,andnotthe

household, as the unit ofanalysis.However,we assume that all

members/recipientsin thesamehouseholdhavethesameincomeand

consumptionbehavior.
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Letusassumethatthepercapitaincomeofamemberoftheith

household,Y:'O,isequaltotheaveragepercapitaincomeinthesendingarea,

Y,whennomembergoesabroadtowork,andthereforedoesnotreceiveany

internationalremittances(whichwewillcalltheno･migrationregime).we

representtheincomeintheno･migrationregimeinequation(1).

Y,･no=Y (1)

Wecanarguethatitsam ountdepends,amongotherfactors,on

whetherhe/sheisemployedornotpriortohis仙erdeparture.Ifhe/sheis

employed,his仙erexpectedincomeintheno･migrationregimeisequaltothe

fullamountofaverageincomeinthesendingarea,whileifhe/sheisnot,

hisnlerincomeiszero.Therefore,Ourassumptionabovemeansthatthe

migrantpopulationcomesfromboth theemployedandunemployed,sothat

theyouseteachother'simpactontheaverageincomeinthen0-migration

reglme･

Therecipientallocateshis/herdisposableincomebetween total

consumptionexpenditures,equalto(1-S.･)(1-i.,)YinO,andsavings,equalto

si(1-i.I)Y･〝O,wheres.Iistheaveragepropensitytosaveandi,Aistheincome

taxrate.Thetotalconsumptionexpendituresarefurtherallocatedamongthe

consumeritemsinthehouseholdsurvey,withtheproportionofcurrent

incomespentonitem n(n-1,-,x),ortheno･migrationregime'saverage

propensitytoconsume,C:a･Inthiscase,thecolumnvectorofhis瓜er

no･migrationregime'SconsumptionexpenditureisCinO,witheachelement,

rc:olrepresentingtheno･migrationconsumptionexpenditurefortheDth
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item(equation(2)).

C.･--lc:01-lc:a(1ザ )(1-i.･)Y.lnOl (2)

Ontheotherhand,wederiveinequation(3)belowtheincomeoreach

recipientinthel'thhouseholdinthemigrationregime, Y:"zg,byaddingthe

no･migrationregime'sincomeperrecipientandtheremittancefromabroad

perrecipientinthesamehousehold,RMTi･

Y imLg-Y:10+R材T.I (3)

Similarly,incomein themigration regimeis血stributedtothe

differentconsumeritemsusingtheaveragepropensitytoconsumeinthe

migrationregime,C.hrgATheconsumptionexpenditurescolumnvectorinthe

migrationregime,C.･-'g,withelementslch-'弓ispresentedinequation(4).

cL--3-lc hdg]-lcmr'g (1- S,r'g)(1-ti)Y,･-'g] (4)

Wecannowcomputeforthecolumnvectorrepresentingthechangein

consumption expenditures due to remittancesperrecipient, R.I,by

subtractingequation(2)fromequation(4),asshowninequation(5).

R.･-Cing-CiW (5)

Forthesen血ngareawherethismigranthouseholdlives,thetotal

changeinexpendituresduetoremittances,R",isderivedbymultiplyingthe

diagonalmatrix,RECIPIENTSwiththecolumnvectorRiinequation(5).

Thediagonalmatrixcontainsthenumberofrecipientsinitsdiagonaland

21erOfortherest.Thetotalnumberofrecipientsisdefinedasthenumberof

migrantsmultipliedbytheaveragefam ilysizepermigranthousehold.Thisis
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showninequation(6).

R"-RECIPIENTSxRi (6)

OurnexttaskistllentOallocatetheinitialchangeinexpendituresfor

theseitemstothedi脆rentsectorsintheIOtable.Usingtheconsumption

expen血tures･IOconversionmatrixderivedinAppendix5.Aandshownin

Appendix5.B,wecomputefortheinitialchangeinPCEforeachIOsectoras

follows:

l

乃

ズ

月

‥

.

月

44.
月

T
一

… el,k - eL桝

- lxl - Xk - Xm] (7)

wherethefirstcolumnvectoristhetransposeofthevectorofinitialchange

inexpen血tureSduetoremittanceswhichisderivedusingequation(6);nis

thenumberofexpenditureitemswhere(n-1,.･･,x);kisasectorintheIO

tablewhere (k-1,-,m)sothatthematrix len,.]istheconsumption

expen血ture･IOconversionmatrixwitheachelementrepresentingtheshare

ofnthconsumeritem inkthsector'sPCE.Therow vectorlxk]onthe

right･handsideofequation(7)representstheinitialimpactorremittanceon

PCEforthekthsectoroftheIOtable.Forthosesectorswherehouseholds

with migrantsdirectlybuyoutputs,Xk Willbelargerelativetothoseof

othersectors,andthus,wecansaythatthesesectorsareA)iHylayαでdin

thefirst･roundspendingbyremittancerecipients.

Inourstudy,thereare28expenditureitemsandllsectorsintheIO
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tablesothatx=28andm=11.Moreover,thefollowingdefinition(equation8)

holdsforthekthsector,whichmeansthattheinitialchangeinPCEforthe

kthsectoroftheIOtablemustnecessarilybeequaltotheinnerproductof

remittancespen血ngonanitemandthatitem'Sshareintotalproductionor

thekthsector.

Xk-Rl.elk+R2●e2,A+R3.e3,k+- -十R26.e26,k+R27●e27,A+R28●e28,A

(k-1,･･･,ll) (8)

3.2. Estlmatl'DgtheDMusedandIDducedImpactolGem)'ttaDOe

ExpeDdl'tzLzleS

Webeginwiththematerialbalanceequationmatrixforacompetitive

IOtable,showninequation(9).

Y-AY+(C+I)+E-M (9)

whereYiSthecolumnvectorrepresentinggrossdomesticproductionor

outputpersector,AisthetechnicalcoeWICientmatrixwhere
la,･k-昔 ],and

yjk istheamountofjthintermediateinputinthekthsector･Ontheother

hand,thefinaldemandmatrixconsistsofC,orthePCEcolumnvector;I,the

grosscapitalformationcolumnvector;E,theexportcolumnvector,andM,

theimportcolumnvector.

Wewillrepresenttheimportcoemcientcolumnvectorinequation

(10).

mj-Mj/(∑yJ･k･C,･･Ij) (10)

andcreatea血agonalmatrix,〟 .Bysllbstitutingequation(10)toequation
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(9),definingn=I-M orthe"self･sufficiency"matrixandarrangingterms,

wecanrepresenttheportionofoutputproduceddomesticallyasequation

(l l).

Y-TL4Y'直(C'I)'El (l l)

SolvingforY,wegetequation(12).

Y=BnC+BIII+BE (12)

where(I-ru)-1-B,knownasLeontief'sinversematrix.

Bytakingthederivativeorequation(12)withrespecttoC,weobtain

theinduceddemandortherequiredgrossdomesticoutputneededtosatisfy

theinitialincreaseindemandduetoremittances,andpresentitaSequation

(13)below.Here,WeassumethatinvestmentorgrossCapitalformationand

exportsarenotaffectedbymigrantS'remittances.

AY-BnAC -lBrV ] (13)

wherethechangeinconsumption,AC,isequaltotheinitialchangein

consumptionexpendituresduetoremittances,AC=X,

Similarly,wecanuseequation(14)tocomputeforinducedimports.

AM -匡n-1Bru] (14)

Finally,Wecanalsocalculatefortheinducedincreaseinpaym entsfor

primaryinputs,orthevalue･addedsuchascompensationf♭rlaborers,costor

capitalandothervalue-addedinputs.Wefirstconstructarowvectorwithits

elementsrepresentingtheshareofvalue･addedofaprimaryinputtototal

costofproductionineachsector,asshowninequation(15).

V-lvl,･･･,Vk,･･･,VJ
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whereVwillbeusedasagenericnameforthevalue･addedoftheprimary

inputs.Theelements0fVrepresenttileratioofthecostorprimaryinputto

totalproductioncostoreachsector.

Wealsocreateadiagonalmatrix,V,andthetotalamountor

value･addedinducedbythechangeinfinaldemandduetoremittancescan

likewisebemeasuredusingequation(16).

AV-匝r可 (16)

3.3.SomeZmll'cesoltheImpactolReml'tLaDCeExpend)'tuzleSODthe

Economy

Basedontheformulasabove,wewillnowevaluatethethreeeuects,

i.e.theconsumptionexpenditureseffect,thesectorallinkageeffectandthe

incomeeffectusingthefollowingindices:

a.SectoralCompositionoHnitialandInducedExpendituresoutor

Remittances0mGrossDomesticOutput,ImportsandValue･Added

Usingequations(7)and(13),wecanderivefortheinitialandinduced

changeingrossoutputduetoremittancesintherespectivehthsectorinthe

IOtable.Bydividingthevaluesobtainedinequations(7)and(13)bythe

totalinitialandinducedchangeforallsectorsduetoremittances,wecan

evaluatethesectoral血Stributionoftheinitialandinducedimpactor

remittance.Theequationsforthesharesofinitialandinducedimpactfor

eachsectorareshownasequations(17)and(18)respectively.

XA
ShareoflnitialChangeinhthsectortoTbtalChangeinAllSectors=-

蓋xk
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AYA
ShareoflnducedChangeinkthsectortoTotalChangeinAnSectors=- (18)

蓋AYk

Thehighertheshareofasectortoinitialtotalchangeforallsectors,the

strongeristhedirectimpactofremittancesinthissectorcomparedtoother

sectors,i.e･,thissectorisdl'rectlyhlihlylal7Wedbyremittances.Similarly,

thehighertheshareofasectortoinducedtotalchangeforallsectors,the

strongeristhedirectandindirectefhctofremittancestothissector

comparedtoothersectors,i.e.,thissectorisl'DdinectlyhLiblylaT,OLtledby

remittances.Conversely,sectors with relatively low shares are only

minimallyaffectedbyremittances.

Usingequations(14)and(16),wecanderivefortheinducedimports

andvalue･addedduetoremittances,respectively,forthekthsectorintheIO

table.Todeterminethedistributionoftheinducedimportsandvalue･added,

wethenuseequations(19)and(20).

AM k
Shareofhtbsectortototalchangeinimportsofallsectors=

蓋AMk

AVk
Shareofh地sectortototalchangeinValue･addedofallsectors=一Tr-

芸AVk

(19)

(20)

Thehighertheshareofthekthsectortototalcompensationtolaborers

inducedbyremittances,也egreateristheimpactofremittancestothis

sector'slaborers'incomecomparedtothoseofothersectors.Similarly,the

contributionofremittancestocapitalformationinasectorishigh ifitsshare

tototalvalue･addedorpaymentforuseofcapitalishigh comparedtoother
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sectors.

b.ShareoHnducedExpen血turesoutorRemittancestoTbtalPCE

andGrossDomesticOutput

An Otherwaytoevaluatehowremittancesalrectsectoralproduction,

orhowdependentasectoristoremittancespen血ng,isbylookingatthe

Shareortheinitialremittancespen山ngtototalPCEortotalgrossoutputin

thesamesector.Therefore,wedividetheinitialconsumptionexpenditures

duetoremittancesinkthsectortotheannualgrossproductioninthesame

sector.Thelbrmulae也beusedareshownasequations(21)and(22).

ShareoflnitialChangetototalPCEinthekthsector=

ShareoflnitialChangetototalGDOinthek出sector=

Xk

PCEk

Xk

GDOk

(21)

(22)

whereGDOisthegrossdomesticoutputwhichisdefinedasthesumofgross

domesticproductandinterme血ateinputs.Thehigherthevalued)tained

from equations(21)or(22),themoredependentisasectortoexpenditures

fromremittances.

C.TheMultiplierandInducedCoefficient

Themultiplieristheratioorinducedchangetotheinitialchangein

consumptionexpenditures.Ahigh valueforthemultiplierforasectorimplies

stronglinkagewithothersectorssothatevenifitisnotdirectlyaffectedby

remittances,itsOutputWillstillincreasewhenexpen血tureSinsectorshighly

linkedtothissectorincreaseduetoremittances.Theformulaforthe

multiplierisshowninequation(23).
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AI;
Multiplierforthehthsector--

Xk

(23)

d.IndicesorBackwardandForwardLinkages

TheSein血cesshow how productioninonesectorisimportantin

productioninallsectorseitherasasourceofinputtothosesectors(forward

linkage)orasuserofinputsfromthosesectors(backwardlinkage).

WerefertotheLeontiefinversematrixtoexplainthebackwardand

forwardlinkagesamongsectors･Theelementsincolumn1,(I-1,･･･,ll)of

theLeOntiefinversematrixcorrespondtoboth directandindirectsectoral

outputrequiredtomeetaunitincreaseinthefinaldemandforthatsector'S

(column)output.Itssum,whenexpressedasaratiooftotalimpactofall

SeCtOrS,measuresthedegreeofbackwardlinkage,alsocalledtheindexorthe

powerordispersion,ortherelativeimportanceofasectorasapurchaseror

intermediateinputsfromallsectors.Theformulafortheindexofthepower

ofdispersionisfoundinequation(24).

(k,I-1,･･･,ll) (24)

whereBLtistheindexofthepowerofdispersionforsector1,andrklSare
I

theelementsofthe(kx1)inversematrix.

Ontheotherhand,theindexofSensitivitymeasuresthefわrward

linkageofasectortoallsectors.Itisexpressedastheratioorthesumor

elementsinarowtothetotalsumorallsectorsandcanbeinterpretedasthe

amountofdirectandindirectinputfrom thissectorthatwillberequired
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whentllereisa1unitincreaseint,hefinal demandofeachsector.The

formulafortheindexofsensitivity,FLk isspecifiedinequation(25),

(k,I-1,･･･,ll) (25)

As Miyazawa(1995,pp.92･93)pointedout,thevaluesforthese

indicesarehighlydependentonthetypeofLeontief'sinversematrixand

theyassumeanincreaseofoneunitofoutputinailsectors,thereforethey

maynotaccuratelyreflecttheactualrelationshipsamongthesectors.

Therefわre,hesuggestedthatequations(25)and(26)bemultipliedbythe

coefrlCientofvalue･addedtototalproductiontoderiveforthevalue･added

basedindexofpowerordispersionfわrbackwardlinkages(equation26),and

indexofsensitivityforforwardlinkages(equation27).

IndexofPowerofDispersionforlthsector(value･addedbased)=FLIXVl (26)

IndexofSensitivityforkthsector(Value-addedbased)=BLkXVk (27)

where vl-Vk isthecoefficient,orshareoftotalvalue･addedintotal

productionineachsector.

Thehigherthevaluefortheindicesofpowerofdispersionor

sensitivityofasector,thehigherwillbetheimpulsetransmittedbythat

sectortoothersectors.Therefore,ifremittanceexpenditurestendtofavor

thosesectorswithrelativelystronglinkages,thenremittanceexpenditures

areapotentialsourceofeconomicgrowthinthesendingcountrybecausethey

providestimulusfToreconomicexpansioninothersectorsaswell.

e.CoefficientsofInducedGrossOutput,ImportsandValue-Added
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Finally,Wecanalsodeterminehowmuchgrossoutput,importsor

value･added(orpaymentstoprimaryinputs)arerequiredforeverydollarof

expendituresduetoremittancesbysolvingfortherespectivecoefrlCients

enumeratedbelow.

Weuseequation(28)todeterminehow muchdomesticinputis

necessary 也 produce one dollarworth ofdemand lbrgoodsdue to

remittances.

CoefficientofInducedGrossOutput=
[笥 (28'

whereiisarowvectorwithallelementsequaltoone.Eachelementinthis

matrixisinterpretedastheamountofdomesticoutputineachsector

requiredforaunitincreaseinfinaldemand.

Similarly,WecanderiveforthecoefrlCientofinducedimportby

dividingtheinducedchangeinimportsfToreachsectorbythetotalinitial

changeinexpendituresduetoremittances(equation29below).Thisis

interpretedastheamountorimportsineachsectorinducedbyaunit

increaseinfinaldemandduetoremittances.

CoefrlCientofInducedImports
MIrlBng

(29)

Finally,wecanalsoevaluatethecoemcientorinducedvalue･added,or

thechangeinvalue･addedinducedbyaunitchangeintheinitialfinal

demandaccor山ngtoequation(30).

CoemcientorInducedValue･Added=
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3.4.DescTTbtl'onofData

Tbestimatetheincome,remittancesandexpendituresorarecipient,

Wewillusedataliom theFamilyIncomeandExpenditureSurvey(FIES,

1997)thatincludesinfわrmationonthehouseholdlevel.Itgivesdetailsabout

householdswithandwithoutmigrants,butnotthemigranthimself.As

shown in Appendix 5.C, household disbursements include current

consumption (food and non･food items),purchaseson durable goods,

educationalexpensesandother血sbursementssuchasbanksavings,private

loansandrealestate.Thereceiptsofthehouseholdcomefrom wagesand

salaries,from othersourcessuchasremittancesfrom domesticandforeign

mlgrantS,fromentrepreneurialactivitiesandfromotherreceiptssuchassale

ofrealpropertyorloansfTrom privateorbusinesssources.Netsaving,as

previously deflned,isthe differencebetween total receiptsandtotal

disbursements.

Consideringthesignificantdi恥renceintheincomeandspending

patternsamongmigranthouseholdsaswellasinthenumberofmigrantsand

recipientsindifferentgeographicalregionsandincomebrackets,wewill

stratifyourdatainto16regions(seeAppendix5,D)andllincomebracketsor

quartiles.6 Therefore,forincomesinthemigrationandno･migrationregimes,

Wefirstestimatethevaluesforeachregionandthenaggregatethem to

obtainthenationaltotal.Fortheaveragepropensitiestospend,average

propensitytosaveandtaxrates,weapplythevaluefortheparticularincome

levelinthespecifiedregion.

Tbdeterminethesectoralimpactorremittanceexpen血tures,wewill
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refertothelnput･OutputTableoftilePhilippines(1994).Assumingitdidnot

drasticallychangebetween1994and1997,wewilladjustthevaluestorenect

economicgrowthfrom 1994to1997andthecurrentpricesin1997.The

reconstructedIOtablefわr1997isshowninAppen血Ⅹ5.E.

1.AnalysisofResults

Usingthemethodologyinsection3,Wewillnow investigatethe

relationshipbetweenexpendituresfromremittancesandeconomicgrowthin

thePhilippines.Inparticular,wewillfocusonthefollowingissues:

(1)thenumberormigrantsandrecipients,thesizeofincomeinthe

migration andno･migrationregimes,remittancesandtheirregional

distribution;

(2) the spending and savings patterns ofremittance recipients in

comparisonwithremittancenon･recipients;

(3) thedirectandindirectimpactofexpendituresfromremittancestoPCE

andgrossoutputontheaggregateandsectorallevels;

(4) the impact of expenditures from remittances to imports and

value･added.

4.1.1DCOme,Reml'ttaDCeSaDdReml'ttanceRec)bl'eDtS

Usingthemethodologyinsection3.1andinformationfromtheFamily

IncomeandExpenditureSurvey(FIES),wecalculatetheincomeinthe

migrationandno･migrationregimes0fremittancerecipientsandthenumber

orrecipientsontheregionalandnationallevels.Theestimatedvaluesare

showninTable5.1,fromwhichwecandrawthefollowingobservations:
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Table5.1.EstimatesoftheNumberofMigrants,AverageIncomeinMigrationandNo･Migration
RegimesandRemittancesperRecipientperRegion(1997)

Reg10nS ⅠncomeinNo- AVerage ⅠncomeinMig- Numberof AVerage Numberof
MigrationRegime Remittances rationRegime Migrants HouseholdSize Recipients

(inpesos) (inpesoS) (inpesos) (no.ofpersons) (no.orper80nS) (no.ofpersons)
(A) (B) (A)+(B) (C) (D) (C)Ⅹ(D)

1.Ⅰlocos 20,151 8,801 28,953 188,494 5,10 961,032
2.CagayanValley 18,936 7,177 26,113 81,886 4.58 375,436
3.CentralLuzon 26,279 12,365 38,644 224,030 5.09 1,140,913
4.SouthernTagalog 26,324 14,273 40,597 266,101 5.02 1,336,484
5.Bicol 14,384 10,635 25,019 60,844 5,36 326,116
6.WesternVisayas 16,706 9,958 26,664 196,929 5.19 1,022,405
7.CentralViSayaS 16,805 9,752 26,557 84,342 5.09 429,112
8.EasternVisayaS 14,320 10,028 24,348 50,747 4.75 241,050
9.WesternMindanao 16,973 6,211 23,184 43,240 5.27 227,676
10,NorthernMindanao 20,215 8,739 28,953 36,777 4.92 180,972
ll.SouthernMindanao 18,958 6,376 25,334 67,275 4.98 334,834
12.CentralMindanao 15,053 6,842 21,895 35,067 5.41 189,550
13.NationalCapital 53,839 15,087 68,926 359,814 5.10 1,836,692

14.CAR凸 22,509 10,075 32,585 37,135 5.00 185,756

15.ARMMb ll,784 3,627 15,410 18,439 6.09 112,362

16.CARAGAc 14,241 8,910 23,151 27,096 5.25 142,186

Notes:

a CAR:CordineraAdministrativeRegion
b ARMM:AutonomousRegioninMuslimMindanao
cCARAGA:NortheasternMindanao

aTotalnumberofF山pinointernationalmigrants
e Totalnumberofremittancerecipients

Source:Author-scalculationsfromFamilyIncomesandExpenditureSuⅣey(FIES),1997
andPhilippineSt,atisticalYearbook,1998.



FirSt,basedonthesurveyresults,theincomeinno･migrationreglme

asdefinedinequation(1)in1997was27,339pesos(US$928).Thisestimate

isnearlyequaltothedatafrom omcialgovernmentsources.Ontheother

hand,thenationalaverageremittancesperrecipientareabout40%ofthe

no･migrationincome,atll,310pesos(US$384).7Usingequation(3),We

obtaintheestimatedincomeinthemigrationregime,andobviously,such

considerableincreaseinincomewillaltertheconsumptionexpenditures

basketorthehouseholdswithmigrants.

Second,Wecommentontheestimatednllmberofmigrantsand

remittancerecipients.Weneedtoestimatethestockormigrantsandthe

numberorremittancerecipients.However;sincetherearenoavailabledata

LTorthestockofmigrantsfromthePhilippines,Weestimateditusingtheratio

ormigrantstonon･migrantllOuSeholdsinthesurveyandmultipliedittothe

totalnumberofhouseholdsinthatregion,assumingthatthereisonlyone

migrantperhousehold.ResultsShow thattheestimatedtotalnumberof

Filipinosabroadof1.78millionpersonsin1997ismorethantwiceaSthe伽)w

ofmigrantsorthenumberofdeparturesin1996ofabout720,000deployed

land･basedandsea･basedcontractworkersandpermanentemigrants.This

estimateisfeasibleandst.illconservativesincecontractworkers,which

compriBethemajorityofannualdeparturesandremitters,stayinthehost

countryforatleast2years.Moreover,sincepermanentmigrantssendlower

amountofremittances(becausetheyopttobringtheirfamiliestothehost

country),theirimpactontheeconomyiSWeakerthancontractworkers.

Moreover,Officialdatadonotincludeillegal emigrants,whilethesurvey
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includesinformationevenforhouseholdswithillegalmigrantmembers.

Multiplyingourestimatedtotalnumberofmigrantsbythenationalaverage

householdsizeof5.09personsperhousehold,weobtain9.043million

remittancerecipients,about13%orthepopulationin1997.8

Third,wecandetectwideningdifferencesinincomesinthemigration

andno･migrationregimesamongtheregions.ReferringtoTable5.1,wecan

seethatRegion13,thenationalcapitalregion(MetroManila),istherichest

regionintermsofincomes,havinganaverageincomewhichiSalmosttwice

asmuchastheweightednationalaverage.Regions3(CentralLu210n)and4

(SouthernTagalog)aretheurbanizedregionsadjacenttoregion13.These

regionsalsohavehighincomelevels(butalsohighcostOfliving).Onthe

otherhand,regionsofpoliticalinstabilitysuchasregions5(Bicol),8(Eastern

Visayas),ll(SouthernMindanao)and14(CordilleraAdministrativeRegion,

CAR)aretIlepoorestregionswithanaverageincomeorlessthanhalforthe

nationalaverage.Thismakesinternationalmigrationmoreaffordableand

accessibleforhouseholdsinregions13,3and4comparedtothoselivingin

thepoorerregions,thereforesuggestingthatmoremigrantswilloriginate

andremitfromregions13,3and4.InTable5.1,wecanalsoconflrmthat

theseregionsareindeedthetopsendersofremittingmigrantsabroad.9

Fourth,averagepercapitaremittancesalsoexhibitthesametrend,

withrecipientsinregion13gettingthehighestamountofremittanceswhich

isabout30%higherthanthenationalaverage,followedbyregions3and4.

As aresult,totalremittancesareextremelyhigh fortheseregions,implying

thattheimpactofremittancesisalsorelativelyStrongerintheseareas
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comparedtootherregions,

Consideringthefindingsabove,wecan predictthatremittances

indeedhavealargeand血amaticimpactnotonlytothehouseholdswith

migrantsbutalsototheentireeconomy.However,Wemustalsotakenoteof

theregionaldifferencesthatwillsurelyinnuencethepercapitaandtotal

consumptionineachreglOn.

4.2. me Comsumptllon ExpendL'tuzle Pattems olReml'ttaDCe

Rec)如eDtS

Insection3.1,wein血Catedthattheaveragepropensitiestospendand

savearecrucialindeterminingthemagnitudeofspen血ngduetoremittances

and,consequently,itsimpactontheeconomy,both Ontheaggregateand

sectorallevels.Usingdatafrom FIES(1997),wecomputefortheaverage

propensitiestospendandsavebydividingaveragespendingperexpenditure

itembytheaveragetotalreceiptsperregionandperincomelevel.

Therearetwolevelsinwhichwecanassessthespen血ngbehaviorof

remittancerecipientscomparedwithnon-recipients.First,wecanlookatthe

diLrerenceintheaveragespendingpropensitiesperexpenditureitemofthese

twogroups.TheresultsaresllOWninTable5.2.0ntheaverage,theactual

totalSpen血ngornon･recipientsis23,222pesos(US$788),whichisonly64%

oftotal血sbursementsofremittancerecipients(36,337pesosOrUS$1,233).

Thisdifferencecanbeattributedtothehigheraverageincomeforremittance

recipients.Moreover,aSmentionedabove,evenifremittancerecipientsand

non･recipientshavethesametastesandpreferences,therewillstillbe

differenceinthecompositionoftheirconsumerbasketsbecauseofthe
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significantdifferenceinincome.ThisobservationisalsoconfirmedinTable

5.2,whichshowsthatrecipientsspendlessonfood,alcoholicbeveragesand

tobacco, durable and non･durable furnishings and equipments, and

miscellaneousexpendituresthanthenon･recipients.Thatrecipientsspenda

smallerportionoftheirincomeondurableandnon･durablefurnishings

suggestthattheseitems,likeelectricalappliancesandhouseholdfurnishings

arebroughthomebythemigrantandthusareexcludedfromtheremittance

recipients'actualexpen血tures.

Tofurtherexaminethedi胞renceinspendingbehaviorofremittance

recipientsasagainstnon･recipients,weshi允 banotherleveloranalysisby

lookingatthecompositionortotal血sbursementsaswellasthenetSaVingsor

aremittancerecipientandnon･recipientinthesameincomebracket.Forour

purpose,Wedividethesampleintollincomelevelsandcomputef♭rthe

average propensities to spend for current consumption and private

investmentandintertemporalconsumption,fortheaverageincometaxrates

andfortheaveragenetsavings.TheresultsareshowninTables5.3a,5.3b,

5.3cand5.3d.Thelistofexpenditureitemsandtheirclassificationisfoundin

Appendix5.C.Bytakingthediuerencebetweenthevaluesobtainedfor

remittancerecipientsandnon･recipients(shownincolumn40reachtable),

wecandraw somemeaningfuldistinctionontheirbehaviorthatmainly

resultedfromdifferencesinchoicesandpreferencesbetweenthem.

Ourresultsshow thatthereare significantdifferencesin the

expen血turepatterns0rthetwogroups.10 Forexpen山turesoncurrent

consumption(Table5.3a),non･recipientsinthelowerquartileseemtospend
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Notes:

1.Householdexpenditures(disbursements)includecurrentconsumption,privateinvestmentsanddurablegoodsandincometaxes.
2.Netsavingsisdefinedastotalhouseholdreceiptslesstotalhouseholddisbursements.

3･Thevalues.incolumn仏)aretheaveragepropensitytospendbyremittancerecipientsperincoTlebracket･
41Thevalues㍗column(B)aretheaveragepropensitytospendbyremittancen.on-recipientspermcomebracket･
51Thevalues㍗column(C)aretheaveragepropensitytosavebyremittancereclpientsperincoIPebracket･
6.Thevalueslncolumn(D)aretheaveragepropensitytosavebyremittancenon-recipientspermcomebracket.

ち.
:Calculatedastheratioofexpendituresoncurrentconsumptiontototalreceipts.

Calculatedastheratioofexpendituresonprivateinvestmentsandgoodsforintertemporalconsumptionovertotalreceipts.

ur:Calculatedastheratiooftaxpaymentsovertotalreceipts.

d‥calculatedastheratioofnetsavings(totalreceipts-totaldisbursements)overtotalreceipts.

Source:Au血or●sCalculationsfromFamilyIncomeandExpenditureSuⅣey,1997



abiggershareoftheirincomeonfわodandnon･durablesthanrecipients,but

forhigherincomequartiles,recipientsspendabiggershareoftheirincome

thannon･recipients.Forprivateinvestmentitemslikeeducation,realestate,

bankdepositsandloansandpurchaseofgoodsforintertemporalconsumption

(Table5.3b),recipientsspendabiggerpercentageortheirincomecomparedto

non･recipientsforallincomebrackets.Thesefindingssuggestthatremittance

recipientsbehaveinaccordancewiththepermanentincomehypothesisin

whichconsumptionsmoothingresultsinhigherexpendituresforgoodsfor

intertemporalconsumptionorprivateinvestments.Conversely,incomefrom

remittanceswillnotappreciablyraisetheshareorcurrentconsumptionin

totaldisbursements(atleastforrecipientsinthelowerincomelevels).

Generally,asshowninTable5.3C,taxescompriseaverysmallpartor

household血sbllrSementSinthePhilippines.Even允)∫thoseinthehigher

incomequartiles,incometaxesarestilllessthan5%ortotaldisbursements.

Moreover,itseemsthatformostincomequartiles,non･recipientspayhigher

taxesaspercentageoftheirincome.

An Otherinterestingresultofthesurveyinvolvesthesavingsbehavior

ofrecipientscomparedtonon･recipients(Table5.3d).Netsavingsrateishigh

fornon･recipientsinallincomequartiles,hintingathigherconsumption

expendituresharesforrecipients.However,ifweredefinegrosssavingsto

includeexpen血turesoninvestmentitems,the"grosssavingsrate"isbigger

forrecipientsthannon･recipientsinlowerincomequartiles,butlowerin

higherincomequartiles.EspeciallyinthecaseOrrecipientsinthelower

incomelevels,thisfindingreinforcesourobservationthatrecipientsaremore
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concerned with futureconsumption andincome generation.Therefore,

comparedwithnon･recipients,theyspendabiggershareoftheirincomeon

goodsf♭rintertemporalconsumption,andf♭rprivateinvestmentsthatwill

generateincomeinthefuture,oruseitforsavings.Inthissense,remittances

arenotcompletely"wasteful"or"unproductive,"bothforthehouseholdand

fortheeconomyasawholebecauseofthetypeofgoodsinwhichtheyspend

theirremittances.

4.3./Dl'tl'alandhducedImpactofReml'ttaDCeExpendl'tuzleSODthe

Agg21egateandSectomlLel′ab

Wenowanalyzetheimpactofthespendingbehaviorofrecipientson

thedisaggregatedsectorsoftheeconomybylookingattheactualchangein

andthecompositionofinitialandinducedPCEoutofremittances.Weuse

Appen血Ⅹ5.B.toconvertthevaluesintheFIESitemslistintothesectorsin

thelnput･OutputTable.Then,Wecomputef♭rtheinitialandinduced

increaseinPCEduetoremittancesusingequations(7)and(13)respectively.

Moreover,toevaluatethesectoralimpactorthecompositionoftheinitialand

inducedchanges,weuseequations(17)and(18).Basedontheresultsin

Table5.4,wedrawthefollowingpoints:

First,Outorthetotalestimatedremittancesof102.27billionpesos

(US$3.43billion),thead血tionaldisposableincomewas99.21billionpesos

(US$3.33billion),or97.7%.Ofthisamount,81.89billionpesos(US$2.75

billion)wasusedforconsumptionexpendituresordisbursements.Thisisthe

totalinitialeffectofremittances,whichisequalto4.94%ofthetotalPCEfor

1997and1.86%ofgrossoutputinthesameyear.Ontheotherhand,thetotal
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inducedgrossdomesticoutputduetoremittanceswas105.88billionpesos

(US$3.56billion),or6.39%ofPCEand2.41%ofgrossoutputinthesameyear.

Thissuggeststhatevenirtheincomeorrecipients血amaticallyincreasedby

atleast20%,theimpactonthenationaleconomyisminimalもecausethe

recipientsarestillaminoritywhoarewidely血spersedthroughoutthe

country.

Second,with regard tothe composition ofinitialconsumption

expen山turesduetoremittances,asshownin column 3ofTable5.4,

manufacturingmakesupalmostonethirdofthetotal,at29.17%.ThisiS

becausetheoutputsofthemanufacturingsectorareheavilypurchasedby

remittancerecipientsorareheavily usedin theproduction ormany

consumptionexpenditureitems,evenfoodanddurables.Themanufacturing

sector'SShareisfollowedbythoseofprivateservices,realestateandhousing,

nnance,andtradesectors.PrivateSeⅣicesincludeprivateeducation,private

health,privatebusinessseⅣices,privaterecreationalservices,private

personalseⅣicesandhotelsandrestaurants,goodsthataregenerallynormal

orsuperiorsothatthemarginalpropensitiestospendoutor血sposable

incomefortheseitemsarehigh.Inthissense,thespendingbehaviorof

migrantsCanbeattributed也theincreaseinincome,regardlessOfwhether

thatincomecame血･omforeignordomesticsources.

Third,furtherinspectionoftheitemsincludedinprivateservices

revealsthathotelsandrestaurants,representingfoodeatenoutsidehome,

privatepersonalservicesandprivateeducationhaverelativelyhighershares

intotalinitialincreaseintheprivateservicessector.The丘rsttwoitemsare
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currentconsumptionandtherefore,donotcontributetofutureincomeforthe

household,buttheycontributegreatlytocurrentincomebecausetheyare

laborintensiveindustriesthatgeneratepresentemployment.Moreover,

educationisinvestmentonhumanresources,SOthatincreasedspendingon

thisitemwillraisefutureincomeofthehousehold.Therefore,although these

itemsareforpresentconsumption,orare"unproductive"inthepresent

period,theycannotbetotallyclassifiedas"wasteful"becausetheycontribute

topresentorfutureincomes.

Fourth,therealestateandhousingSectorincludestheimputedrent

forhouseandpurcllaSeOfrealestate,thetwomaincomponentsofprivate

investmentsandintertemporalpurchasesoutorremittances.Itcanbe

arguedthatthepurchaseofrealestateisameretransferofownershipso

thatitdoesnotreallycompriseinvestment,andhousingisonlyasourceor

employmentintheconstructionphase.Nevertheless,WeCannotagalnSay

thattheseitemsarecompletely"unproductiveoruseless"because,like

expen血turesonprivateseⅣices,theyalsocontributetocurrentemployment,

andinthecaseofrealestate,itwillalsoraisethefutureincomeofthe

recipientswhenitisprofitablysoldinthefuture.

Fifth,thesectoraleffectofremittancespending,however,goesbeyond

theinitialimpact.Theinduceddemandforsectoraloutputduetoremittances

andtheirsharesintotalinducedchangeingrossoutputarefoundincolumns

4and5ofTable5.4.ComparedtotheinitialeWect,somesectorshavedoubled

theirvalues,implyingthatforsectorslikeagriculture,mining,construction,

electricity,Steam and water and transportation and communication,
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expendituresfiomremittancesimpactonthemthroughtheirstronglinkage

withsectorsthataredirectlyfavoredbyremittancespending.

Next,we血SCuSSthedependenceorasector'sproductiononremittance

spen血ng,anothermeasureortheimpactorremittancesexploredinsection

3.3.b.Usingequations(21)and(22),wecomputelTortheShareofinitial

expendituresduetoremittancestototalgrossoutputinthesam esector,

respectively.TheresultsareshowninTable5.5.

From Table5.5,wecanseethattherecipients'demandforgoods

comprisesaconsiderablemarketforsomesectorsasshownbytheshareof

remittancespendinginthatsector'sprivateconsumptionexpen血turesand

grossoutput.In1997,forexample,therecipients'expenditurescomprised

almost30%ofthetotalPCEoftheconstructionsector,followedbyfinance,at

16.06% andelectricityandwater,at14.46%.Thesesectorsarelargely

identifiedwithremittancesbecause,oftheprivatesector,themigrant

householdshavethefinancialmeanswhichareearnedforashortperiodof

timeabroadtobuildorrenovatehouse.Theyutilizemoreelectricityprobably

becauseofownership ofmoreelectricappliances,andparticipate as

borrowersorlendersofmoneyfrom andtoprivatepersonsandbusiness

intermediariesinthefinancial sector.Basedonthisindex,wecanagain

confirmthatthesesectorsarehLihlylaT7Wedbymigration.

Finally,toquantifythedirectandindirectimpactofdemanddueto

remittancesonthedifferentsectors,Wewillusethreeindicesdiscussedin

section3.3:(1)themultiplier,and(2)theindicesofbackwardandforward

linkagesandorsensitivityand血spersion(3)thecoemcientsofinduced
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Table5.5.ShareofI山tialChangeinExpenditu.resduetoRemittancestoTotalPersonal
ConsunptionExpenditures(PCE)andTotalGrossDomesticOutputperSector(1997)

Sectors ShareofⅠnitial ShareofⅠnitialChangetoTotal ChangetoTotalGross
PCEperSector DomesticOutputperSector

(in%) (in%)

Agriculture 2.57 0.78
Mining 10.79 0.54
Manufacturing 3.26 1.44
Const.ruction 29.67 0.65

Electricity,SteamandWater 14.46 2.44
Transportation/Communication 3.88 1.02
Trade 4.95 2,23
Finance 16.06 6.20
RealEstateandHousing 6.64 5.75
PriVateSerVices 7.06 3.53
GoVernmentSerVices 6.44 0.02

Note:8weightedaverageforallsectors.

Source:Author-sCalculationsfromFamilylncomeandExpenditureSurvey(FIES),1997
andPhilippineStatisticalYearbook,1998.



value･added,wllichwillbeexplainedinSection4.4.

(1)themultiplier

Wesolveforthemultiplierusingequation(23).Theresultisshownin

thelastcolumnofTable5.4.Themultipliersforagriculture,mining,and

transportandcommunicationsaremorethan 2,implyingthatforthese

sectors,thein血rectimpactofremittancesdue也therequiredinputsbyother

sectorstosatisfytheadditional PCE demandedbyrecipients,ismuch

strongerthanthedirecteffect,OrtheinitialadditiontoPCEitself.Although

manufacturinghasalargepercentageofinitialeffect,itsmultiplieris1.19,

whichisrelativelyweakincomparisonwithothersectorsorwiththe

correSpOn血ngvaluesinothercountries.Thesametrendcanbedetectedin

thetrade,finance,realestateandhousingandprivateservicessectors.We

canpointtwopoSSiblereasonslbrthisfinding:(1)thattheimportsCOntentOf

theoutputinthatsectorissumcientlyhigh,and/or(2)thatthesector's

linkagewithothersectorsisrelativelyweak.Thefirstreasonholdstruein

themanufacturingsectorinwhichtheimportcoefficient,ortheamountof

importsrequired,iSVery lligh at0.3555 dollarperdollarvalue or

manufacturedgoods.ThismeansthattheadditiontoGDPislow since

importsareconsidereda "leakage"intheeconomy.Theinducedimpactor

remittances0nthemanufacturingindustryandtheaggregateeconomyasa

wholecouldhavebeensumcientlyhigherifitwerenotfortheobservedhigh

importcontentofmanufacturedgoodsinthecountry.

(2)thein血cesofthepowerof血spersionandsensitivity

Toassessifthesecondreasonisavalidexplanationforlowvaluesof
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themultiplier,Weneedtofurtherexplainsectorallinkages.Here,wewilluse

equations(24)and(25)tocalculatefortheindicesofpowerofdispersionand

sensitivity,respectively.TheresultsarefoundinTables5.6aand5.6b.

Column2ofTable5.6ashowstheindexofpowerofdispersionofthe

differentsectors.Avalueoflessthanonemeansthatthissectorhaslow

backwardlinkagecomparedtotheweightedaveragelbrallsectors.Wecan

seethatthemanufacturingsectorhasthehighestindex,indicatingthat

manufacturedgoodshavehigh intermediateinputcontenti.e.itisan

importantpurchaserofintermediategoodsfromothersectors.Incontrastto

this,realestateandhousinghasverylowbackwardlinkage,followedby

丘nance,tradeandgovernmentseⅣices.Ontheotherhand,theindexor

sensitivity,whichshowshowmuchofitsoutputisrequiredwhenthereisa

oneunitdemandeachforallsectors,ispresentedincolumn3ofTable5,6a.

Thesectorsthathavehigh indexofsensitivityaremanufacturing,followedby

agriculture,transportationandcommunicationandprivateservices.

FollowingMiyazawa (1995,pp.92･93),wealsocomputeforthe

value･addedbasedin血cesorthepoweror血Spersionandsensitivityusing

equations(26)and(27)andrankthemfromhighesttolowest.Theresultsare

showninTable5.6b.Wecanseethatthemanufacturingsectorhasthelowest

value･addedbasedindexofpowerofdispersionsothatcomparedtothe

averageforallsectors,anincreaseindemandinthissectorwillDOECause

significantincreaseindemandforintermediateinputsfromallsectors.Such

lowindexofdispersion,however,isattributedmainlytothelowshareoftotal

value･added,andtherefore,high shareofimportstototalproduction,rather
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Table5,6.Indice80fPowerofDisper8ionandSensitivity(1997)

Table5.Ga.IndicesofPowerofI)ispersionandSensitivity

Sectors ⅠndeXofPowerorDisperSion ⅠndeXofSensitivity
Agriculture 0.90 1.19
Mining 1.04 0.70
Manufacturing 1.21 2.12
Construction 1.04 0.76

Electricity,SteamandWater 1.04 0.93
Transportation/Communication 1.09 1.01
Trade 0.98 0.92
Finance 0.92 0.88

RealEstateandHousing 0.78 0.73
PriVateSerVices 1.05 1.09

Note:Calculationsarebasedonequations(24)and(25).

Table5.6b.TotalValueAdded･BasedIndicesofPowerorDispersionandSensitivity

Sectors Value-AddedCoemcient ⅠndeXofPowerorDispersion Rank ⅠndeXorSensitivity Rank
Agriculture 0.72 0.65 3 0.86 1
Mining 0.56 0.58 6 0.39 ll
Manufacturing 0.32 0.39 ll 0.68 2
Construction 0.53 0.55 9 0.40 10

Electricity,SteamandWater 0.54 0.56 8 0.50 7
Transportation/Communication 0.49 0.54 10 0.49 8
Trade 0.66 0.65 3 0.61 5
Finance 0.72 0.66 2 0.64 3

RealEstateandHous血g 0.88 0.68 1 0.64 3
PriVateSerVices 0.55 0.58 6 0.60 6

Note:Calculationsarebasedonequations(26)and(27).
Source:Author'sCalculationsfromInput-OutputTableofthePhilippines,1994.



thanweakbackwardlinkages.Incontrasttothis,thevalue･addedbased

indexofthepoweror血spersionishighintherealestateandhousing,

finance,trade,agriculturerandgovernmentservicessectorsbecausetheir

backwardlinkageishighandノorthevalue･addedcoemcientishigh.From

thesefindings,wecansaythatsincetheム由カIylaT,Oyedsectors,except

manufacturing,havehigh value･addedbasedindexofpowerofdispersion,

thenthepotentialofremittancesinexpan血ngtheeconomythroughsectoral

linkagesispotentiallyhigh.

Regardingthevalue･addedbasedindexofsensitivity,thevaluesfor

agriculture,manufacturing,electricity,steamandwater,trade,financeand

governmentservicesarerelativelyhigh,indicatingthatthedemandfor

intermediateinputsfromthesesectorswillincreasesignificantlyifthereisa

oneunitincreaseindemandinallsectors.Apparently,thesesectorsare

importantsourcesorinputs丘)rallsectorssothattheyreceivestrongimpulse

forproductionasthedemandforgoodsinalュsectorsincreases.

Ⅰnsummary,thehighpropensitiestospendongoodsproducedbythe

manufacturing,trade,finance,privateservicesandrealestateandhousing

havealreadyresultedingreaterinitialimpactorremittancescomparedto

othersectors.Withtheexceptionofthemanufacturingsector,thesesectors

haveStrongValue･addedbasedin山cesoflinkagewithotherSectorsSOthat

thetotalimpactofremittancesbecamemuclllargercomparedtoothersectors.

Thishascausedthe"polarization"oftheimpactofremittancespending

amongthedifferentsectorsoftheeconomyinfavorofsectorsthateither

producegoodshighlypreferredbyremittancerecipientsorarestronglylmked
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witllOthersectors.

4.4. E+fectofRem)'ttaDCeExpendl'tuzleSOnValue-AddedComponents

aDdImports

Wenowevaluatetheeffectofremittanceexpendituresonimportsand

paymentstovalue･addedcomponents.Wefirstcomputefortheinduced

impactonimportsusingequation(14).FromTable5.7,Wecanseethatthe

totalinducedimportsor21.56billionpesos(US$725million),whichisequal

to2.55%of1997'stotalimports,ishighlyconcentratedinthemanufacturing

sectorwhileimportsinsomesectorswereveryminimal.FurtllermOre,the

sharesoreachsectortototalinducedimport,calculatedbasedonequation

(19),showthatthree-fourthsoftheinducedimports,or15.71billionpesos,

wasrequiredbythemanufacturingsector,followedbyfinance(2.90billion

pesos,13%ortotal),andprivateseⅣices(1.22billionpesos,6%).Thiscan

againbeattributedtothe丘)llowingreasons:(1)thehighpropensityof

recipientstospendongoodsproducedbythesesectors,(2)thehighdemand

fortheirgoodsasinputsintheproductionofgoodsintheothersectors,and

(3)therelativelyhighdependenceonimportsintheproductionofthese

sectors'output.

Next,welookattheimpactorremittancespendingonpaymentsto

primaryinputs,orthevalue･addedcomponentsusingequations(16)and(20).

TheresultsareshowninTable5.8.Thetotalcontributionofremittance

expenditureStOtotalvalue･addedi860.32billionpesos(US$2.03billion),

whichisequivalentto2.61%of1997'stotalvalue･addedornationalincome.

Despitethelargeincreaseinincomeormigranthouseholds,their丘rst･round
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Table5.7.InducedlmportsduetoRemittanceExpenditures(1997)

Sectors Ⅰnduced ShareofSectoral
Ⅰmportsdueto ⅠnducedⅠmports

Remittances(inbillionpesos) toTotalⅠnducedⅠmports(in%)
Agriculture 0.22 1.02
Mining 1.23 5.71
Manufacturing 15.71 72.87
Construction 0.07 3.07

Electricity,SteamandWater 0.00 0.00
Transportation/Communication 0.20 9.19
Trade 0.00 0.00
Finance 2.90 13.47

RealEstateandHouSing 0.01 0.04
PriVateSerVices 1.22 5.68
GoVernmentSerVices 0.00 0.00

Total-AllSectors 21.56A 100.00

Note:8Totalinducedimportsforallsectors

Source:AuthorrsCalculationsfromFamilyIncomeandExpenditureSurvey(FIES),1997
andInput-OutputTableofthePhilippines,1994.



impactonnationalincomethroughconsumptionexpendituresisverylow,

probablybecausemigranthousellOldsarestillaminoritygroupbroadly

dispersedinthecountry.

Thereisanotablesectoraldifferenceinremittances'inducedimpact

onemploymentcreation,capitalformation,nettaxesandincomeofother

value･addedcomponentslikeoperatingSurplus,asshownalsoinTable5.8.In

column2,wecanseehowmuchemploymentwasgeneratedfromremittance

expenditures.ASexpected,employmentgeneratedinlaborintensivesectors

suchasprivateservices,agricultureandtrade;andinsectorswithhigh Share

inremittanceexpendituressllChasmanufacturingandfinanceareextremely

highcomparedtoothersectors.Itisrelativelylowinless･laborintensive

SeCtOrSlikerealestateandhousingandelectricity,steam andwater

industries.

Thevaluesin Table5.8,column 3in血catehow much capital,

representedbydepreciationcosts,areinducedbyremittances.ASexpected,

depreciationcostsareVeryminimalbecause,generally,theshareofcapital

perunitofproduction in thePhilippinesislow compared toother

value･addedcomponents.Thesametrendisdetectedinnettaxes,definedas

indirecttaxeslesssubsidy.Incontrasttothesefindings,thecostofother

value･addedcomponents,comprisedmainlyofoperatingsurplusorprofitis

exorbitantatabout32%ortotalproductioncost.Column5orTable5.8Shows

thattheShareoro仇ervalue･addedtototalcostisexceptionallyhighin

sectorseitherdirectlyorindirectlyhighlyaffectedbyremittanceexpenditures,

suchasrealestateandhousing(81%),trade,finance,privateservicesand
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Table5.8,ⅠnducedChangeinValue･AddedduetoRemittanceExpenditureS(1997)

Sectors ComponentsofTotalValue-Added

Workersー Capital TaxesLess OtherValue- TotalValue-
Compensation Depreciation Subsidies Added Added

(A) (ち) (C) (D) (A+B+C+D)

inbillion in(%) inbillion in(%) inbillion in(%) inbillion in(%) inbillion in(%)

pesos pesos pesos pesos pesos
Agriculture 2.70 18.44% 0.65 12.47% 0.24 6.64% 4.67 12.67% 8.26 13.70%

Mining 0.08 0.55% 0.05 0.92% 0.01 0.36% 0.12 0.31% 0.26 0.43%

Manufacturing 2.43 16.59% 0.80 15.30% 0.81 22.64% 5.14 13.94% 9.18 15,22%
Construction 0.40 2.73% 0.15 2.84% 0.04 1.22% 0.75 2.03% 1.34 2.22%

Electricity,SteamandWater 0.49 3.36% 0.77 14.75% 0.12 3.46% 1.51 4.09% 2.89 4.79%

Transportation/Communication 0.99 6.77% 0.64 12.30% 0.14 4.04% 1.20 3.25% 2.97 4.93%
Trade 2.03 13.82% 0.58 11.12% 0.62 17.47% 5,85 15.87% 9.08 15.06%
Finance 1.84 12.54% 0.52 9.95% 0.97 27.15% 4.33 11.75% 7.66 12.70%

RealEstateandHousmg 0.40 2.69% 0.28 5.41% 0.17 4.63% 9.47 25.68% 10.31 17.09%
PrivateServices 3.27 22,30% 0.78 14.96% 0.44 12.46% 3.84 10.40% 8.33 13.81%

GoVernmentSerVices 0.04 0.24% 0.00 0.03% 0.00 0.00% 0.00 0.00% 0.04 0.06%

Total-AnSectorsa 14.67 100.00% 5.20 100.00% 3.57 100.00% 36.87 100.00% 60.32 100,00%

Notes:

a Sumofinducedchangeinvalue-addedinallsectorsduetoremittancespercomponent.

bInducedchangeas(%)of1997totalvalue-addedpercomponent.

cInducedchangeas(%)of1997totalvalue･added.

Source:An thor-sCalculationsfromFamdyIncomeandExpenditureSurvey(FIES),1997
andInput-OutputTableofthePh山ppines,1994.



agriculture.Eventhough themanufacturingsectorhasthelowestshareof

othervalue-addedtototalproductioncostat18%,Sinceitisasectorfavored

byremittanceSpen山ng,thetotalamountofnationalincomegoingto

operatingsurplusinthemanufacturingsectorisalsohigh.Thissuggeststhat

duetotheunderlyingproductionstructureofthePhilippines,theproduction

factorwhichishighlyfavoredbyremittancespendingisothervalue-added

componentslikeoperatingsurplus,andnotlabororcapital.

Finally,weevaluatetherequiredamountofinputsfrom allsectors,

importsandprimaryinputsforeverydollarspentoutofremittances.Thisis

showninTable5.9,wherethevalueswerecalculatedbasedonequations(28)

to(30).Thevaluescanalsobeinterpretedastheamountofdomesticgross

output,importsandvalue･addedinducedbyaone･unitincreaseinfinal

demandduetoremittances.First,anadditionalunitof丘naldemanddueto

remittancesrequires1.29unitsorinterme血atedomesticinputs,whichis

equivalentto the multipliermentioned above.Orthis amount,the

manufacturingsectorhasthehighestshareof0.3480orabout27%ofthe

total.Wecan saythatthesectorswith high valuesforthiscoefficientare

sectorsthataredirectlyorindirectlyhighly"favored"byagivenincreasein

finaldemand.Conversely,basedonthevaluesofthecoefrlCients,wecansay

that mining,construction,electricity and water,transportation and

communicationandgovernmentservicessectorsal･eleastaLrTectedbyadollar

ofexpen血turesduetoremittances.Forevery dollarofconsumption

expendituresduetoremittances,0.263･dollarworthofimportsfrom all

sectorsisrequired,ofwhich0.192dollarworth ofimportedmanufactured
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goodsisnecessary.Ontheotherhand,atotalvalue･addedof0.737dollarsfor

allsectorsisrequired,thebulk ofwhich goestoothervalue･added

componentslikeoperatingsurplus.Thesumofimportsandtotalvalue･added

isequaltoone,Ortheinitialincreaseinconsumptionexpen血turesdueto

remittances.

2. Summary

Thischapterisanattempttoquantifythedirectandindirect,first

rounddiffusedeffectofremittancespendingongrossproduction,imports,

labor,capitalandothervalue･addedcomponentsinthecaseofthePhilippines.

As toolkits,itutilizesdatafromahouseholdsurveyandthelnputl0utput

Tableofthecountry.Theformerallowsustoanalyzethespendingbehaviorof

remittancerecipientsandmeasuretheirexpendituresondifferentconsumer

items,whichconsistofgoodsforcurrentconsumption,durablegoodsfor

presentandfutureuse,andprivateinvestmentsthatwillraisefuture

incomes.Weconsidertheirspendingontheseitemsastheinitialeffectof

remittancesontheaggregateeconomy,whichmayvaryam ongthedifferent

sectorsortheeconomybecauseorthechangeinspen血ngbehaviororthe

recipientsresultingfromhigherincomeandmorechoices.

Theimpactorthe丘rst･roundremittancespen血ngontheeconomy,

however,willreacheventhosesectorsnotfavoredbyremittancesbecauseof

intersectorallinkage.ThedirectandindirecteLrectsofremittancespending,

whichweterminducedSpending,ineachsectordependsonthedegreeor

dependenceofonesectoroninputsliomothersectorsandthedependenceor
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productioninothersectorsoninputsfiomthissector.Byincorporatingthe

estimatedexpen血turesorremittancerecipientstOtheIOmodel,Wecan

quantifytheinducedimpactofremittancespendingongrossoutput,imports,

andincomef♭rvalue･addedcomponentsineachSector.

Itwasfわundoutthatremittancerecipientshavehigheraverage

incomeandaverageconsumptionexpen血tures.Whenthesamplewasdivided

intoincomebracketsandgeographicalregions,itwasfoundoutthat

comparedtonon･recipientS,recipientsgenerallyspendlesson current

consumptionandincometaxesandspendmoreonprivateinvestmentsand

durablegoods.Moreover,therecipients'netsavings,whicharedefinedas

totalreceiptsminustotaldisbursements,arelowerthannon･recipientsinthe

sameincomebracket.However,ifwecombinenetSaVingsandprivate

investmentstocomprisetotalsavings,recipientsinthelowerincomequartile

havehighertotalsavingsratethannon･recipients,butnotinhigherincome

quartiles.

An examinationofthecompositionoftheinitialeftbctofremittances

onthedisaggregatedsectorsshowsthatrecipientsspendthemostinthe

manufacturingsector,privateservices,realestateandhousing,financeand

trade.Wecanclassifytheoutputofthesesectorsas(1)thatwhichcontributes

tocurrentconsumptionandcurrentincome,and(2)privateinvestmentsand

goodsforintertemporalconsumptionorfutureincome.Withregardstothe

dependenceofsectorsoninitialdemandduetoremittanceexpen血tures,it

wasfoundoutthataconsiderablepercentageoftheprivatesector'sdemand

intheconstruction,financeandelectricityandwatersectorscomefrom
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demandfromremittanceexpenditures.

Thesectoraleffectofremittancespending,however,goesbeyondthe

initialimpacttoincludetheinduceddemandofthesectorsdirectlyfavoredby

remittances.Thisdependsonthelinkagesam ongthedifferentsectors,so

thatasthelinkagebecomesstronger,themorethesesectorsare"indirectly"

favoredbyremittancespending.Itwasfoundoutthatgenerally,thesectors

with high backward or forward linkage are "indirectly"favored by

remittancesbecausetheirproductionisstimulatedbythedemandinsectors

directlyfavoredbyremittancerecipients.

Am Ongtheelevenmajorsectorsoftheeconomy,themanufacturing

sectoristhemostheavilyfavoredsector,becauseoftherecipients'high

propensitytospendonmanufacturedgoods,orthestronginitialimpact;and

thehigh demandforthissector'soutputintheproductionofgoodshighly

demandedbyremittancerecipients.However,themanufacturingsectoris

alsohighlydependentonimports,sothatthemultipliereffectinthissectoris

alarminglylow.Suchdependenceonimportsofrsetsthepotentialcontribution

ofremittanceexpendituresduetoremittancesarisingfromthehigh linkage

orthissectorwithothersectors.

Withregardtothefirstround,initialandinducedimpactof

remittancesonpaymentstoprimaryinputslikelabor,capitalandother

value･added,thetotalcontributionofremittanceexpendituresasratioof

total value-addedwasonly2.61% in 1997.Moreover,therewasnotable

diuerenceinremittances'inducedimpactontheseprimaryinputs;with

"Othervalue･added,''oroperatingsurplusorentrepreneursgettingthe
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highestpercentageortheincreaseinincome.Wecanattributethisonthe

economicstructureorthePhilippineeconomymwhichtheshareofoperating

surplusismuchhigherthanwhatworkersorotherprimaryinputsreceive.

In summary, we have seen that consumption expen血tures

potentiallyimpactontheeconomyontheaggregateandsectorallevelsintwo

ways.First,comparedtonon･recipients,remittancerecipientsspendmoreon

privateinvestmentssuchasrealestate,educationandbanksavings,andon

goods for intertemporalconsumption such as housing and durable

furnishings,indicatingthatremittanceexpendituresarenotentirelywasteful

ornon･productive.RemittancesalsogenerateemploymentbecallSetheyare

spentinlabor･intensiveseⅣiceindustries.Second,withregardtotheir

expendture8 0n Current COnSumption, although initially, recipients'

remittancesareheavilyspentonsomeselectedsectors,theireffectspreadsto

othersectors"linked"withtheSaidselectedsectorsasusersorsuppliersor

eachothers'productionoutputs,sothattheinitialexpenditureSevenOn

currentconsumergoodswillpotentiallyexpandproductioneveninsectors

"notfavored"byinitialremittancespending.Combiningthesetwomajor

丘n血ngs, We can conclude that remittance expen血tures are not

"unproductive"atall,andcanthereforebetappedasapotentialsourceof

economicgrowthinalabor･exportingcountrylikethePhilippines.
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F00tnotesofChapter5

1Thegeneralequilibrium approachcanalsobeusedtoanalyzethematter

(see,forexample,Haque,et.al,(1994),McCormickandWahba,(2000)).

Currentstudiesusingthegeneralequilibrium approach,however,doesnot

linkinformationderivedfrom migranthousehold'sbehavior,anddoesnot

lookintointerindustrylinkages,twoofthekeycomponentsinassessingthe

impactorremittancesthroughtheconsumption･savings･investmentnexus.

2Forthemigrant,he/shecannowconsume,saveorinvestinhis仙ercountry

ofdestination,aside from his仙er family'sconsumption,savings and

investmentchoicesathome.

3 Seeforexample,Am jad(1989),Brown(1995),andBattistellaandPaganoni

(1992).

4Source:WorldDevelopmentIndicators,2000.WorldBank.

5Tosimplifymatters,wewillnotconsidertheotherchannels,suchasforeign

exchange,technologyandlaborproductivity,andlabormarketadjustments

intheanalysis.Itwillalsoassumean economyatlessthanfullemployment

sothatanyincreaseinaggregatedemandwillraiseproductionratherthan

prlCeS･

6 Werealizethattherearemoreconsistentstratificationvariablessuchas

occupationorage,butunfortunately,Weareconstrainedbylimiteddata

availability.

7Wecannotestablishtherelationshipbetweenincomeintheno･migration

regimeandremittances.Forthedeterminantsofremittances,seeLucasand

Stark(1985)andStarkandLucas,(1988).
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8Thisisaconservativeestimatesinceinthesurvey,chil血enbelow15years

oldarecounteda80.5person.

9Sincetherearemoremigrantscomingfromtheseareasandtheirremaining

household'sincomesarehigher,wecaninferthattherewillbemore

emigrantscomingfromtheseareasinthefuturebecauseofnetworkingand

aWordabilityoftheinitialcostofmigration.

10WeusetheANOVAtesttodetermineifthemeanvaluesforthetwogroups

arestatisticallydifferentfromeachother.TobeabletoconducttheANOVA

test,weassumethat(1)thepopulation血stributionsapproximatethenormal

血stribution;(2)thesamplesarerandomandhdependentoreachother,and

(3)thevariancesorallpopulationSareequal.Thetestresultsshowthatthe

nullhypothesis,i.e.thattheaveragepropensitiestospendareequalmustbe

rejected.
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Appen血αSofChapter5

Appendix5.A.EstimatingtheConsumptionExpenditure･IO Conversion

Matrix

Thissection discussesthemethodology used in convertingthe

consumptionexpendituresduetoremittancesforeachconsumeritem D,

(n-1,-,28),asshownintheFamilyIncomeandExpenditureSurvey(FIES),

intofinaldemandorpersonalconsumption expenditures(PCE)in its

correspondingsectorA,(k-1,-,ll)inthelnput･Output(IO)table.We

thereforeconstructa28xllmatrixwithelement(en,k)representingthe

shareoreachIOsectorineachconsumeritem.Thecolumnvectorshowsthe

shareinexpen血turesoreachIOsectorineachconsumeritem.Therow

vectorshowsthecompositionofaconsumeritemintermsortheIOSectorsin

theIOtable.Thesumoftheelementsinarowisnecessarilyequaltoone,as

showninequation(Al),

el,I ･･･ el,A ･･･ el,ll

en,I ･･･ ell,k - en,ll

e28,1 - e28,k - e28,ll

wheree,.,A

PCEh..

蓋pcEn･k

(Al)

Letustakecereal,thefirstitemintheFIES,asanexample.Inthe

surveyquestionnaire,cerealsarefurtherdividedintorice,corn,bread,

biscuits,nour,noodles,andcerealpreparations.Inthe229x229input･output

table,PCEoncerealsarealso血videdamongseveralitemsinagricultural

andmanufacturingsectorssincepartofcerealisconsumedfreshandpartis
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processed.Wepick･outallitemsinthe229IOsectorsthatfallundercereal

andaddthetotalPCEforthatsectorinthellxllIOtable,(PCE",k)･Wethen

computefor e",A accordingtoequation(Al)･Ofthetotalconsumption

expendituresforcereals,1･6%(=el,1)camefrom theagriculturalsectorand

98･4% (=el,3) wasspentonrice,bread,biscuits,flour,noodlesandcereal

preparation,allofwhichfallunderthemanufacturingsector.Here,whilewe

assumethattheaveragepropensitytoconsumecerealsvariesineachregion

andincomebracket,theshareofthedetaileditems(corn,rice,bread,biscuit.S,

flour,noodlesandcer･ealpreparation)tototalcerealconsumptionisthesame

forallregions,Sincetherearenoavailablepersonalconsumptionexpenditure

dataontheregionallevel.TheConsumptionExpenditure-IO Conversion

MatrixofthePhilippines(1997)ispresentedinAppen血Ⅹ5.B.
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Appendix5.B.TheConsumptionExpenditure･IOConversionMatrix(1997)

1 2 3 4 5 6 7 8 9 10 11､

2 0.69 0.00 0.18 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00-r
3 0.60 0.00 0.27 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00
4 0.34 0.00 0.53 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00:
5 0.32 0.00 0.54 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00
6 0.61 0.00 0.25 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00
7 0.16 0.00 0.71 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00
8 0.00 0.00 0.86 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00
9 0.00 0.05 0.81 0.00 0,00 0.00 0.14 0.00 0.00 0.00 0.00.
10 0.00 0.00 0.00 0.00 0.00 0.00 0.14 0.00 0.00 0.86 0.00
ll 0.00 0.00 0.86 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.001
12 0.00 0.00 0.86 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00-:㌔
13 0.00 0.00 0.17 0.00 0.70 0.00 0.14 0.00 0.00 0.00 0.00/:
14 0.00 0.00 0.19 0.00 0.00 0.61 0.14 0.00 0.00 0.07 0.00:
15 0,00 0.00 0.54 0.00 0.00 0.00 0.14 0.00 0.00 0.33 0.00:
16 0.00 0.00 0.63 0.00 0.00 0.00 0.14 0.00 0.00 0.23 0.00
17 0.00 0.00 0.86 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00
18 0.00 0.00 0.17 0.00 0.00 0.00 0.14 0.00 0.00 0.68 0.01.
19 0.00 0.00 0.ll 0,00 0.00 0.00 0.14 0.00 0.00 0.75 0.00
20 0.00 0.00 0.34 0.00 0.00 0.00 0.14 0.00 0.00 0.51 0.01
21 0.00 0.00 0.86 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00
22 0.00 0.00 0.86 0.00 0.00 0.00 0,14 0.00 0.00 0.00 0.00
23 0.00 0.00 0.00 0.00 0,00 0.00 0.14 0.00 0.86 0.00 0.00
24 0.00 0.03 0.83 0.00 0.00 0.00 0.14 0.00 0.00 0.00 0.00喜
25 0.00 0.00 0.01 0.00 0.00 0.01 0.14 0.00 0.00 0.84 0.00
26 0.00 0.00 0,00 0.00 0.00 0.00 0.14 0.00 0.00 0.86 0.00:?
27 0.00 0.00 0.00 0.00 0.00 0.00 0.14 0,82 0.00 0.04 0.00;
28 0.00 0.01 0.16 0.10 0.00 0.00 0.14 0.59 0.00 0.00 0.00.

FIESITEMS
l.Cereals

2.Rootcrops
3.FruitsandVegetables
4.Meats

5.DairyProducts
6.FishandMarineProducts

7.Coffee,CocoaandTea

8.Non･alcoholicBeverages
9.FoodNot,ElsewhereClassified
lO.FoodOutsideHome

l1.AlcoholicBeverages
12.Tobacco

13.Fuel,LightandWater
14.TransportationandCommunication
15.HouseholdOperations
16.PersonalCareandEffects

17.Clothing,FootwearandOtherWear
18.Education
19.Recreation
20.MedicalCare

21.Non･durableFurnishings
22.DurableFurnitureandEquipment
23.HousingExpenditures
24.HouseMaintenanceandMinorRepairs
25.SpecialFamilyOccasions
26.GiftsandContributiontoOt,hers

27.OtherExpenditures
28.OtherDisbursements

INPUT･OUTPUTTABLESECTORS

l.Agriculture

2.MiningandQuarrying
3.Manufacturing
4,Construction

5.Electricity,SteamandWater
6.TransportationandCommunications
7.Trade
8.Finance

9.RealEstateandHousing
lO.PrivateServices
l1.GovernmentServices

Source:An thor'sCalculationsfromFamilyIncomeandExpenditureSurvey(FIES),1997
andInput-OutputTableofthePhilippines,1994.
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Appendix5.C.ListofDisbursementltemsandTheirClassification(FIES)

C.1.DISBURSEMENT/EXPENDⅠTURESⅠTEMS classl

a.FOOD,ALCOHOLⅠC1∋EVERAGESANDTOBACCO

1.Foodeonsumedathome aaaaaaaaaaaaa

1.Cerealsandcerealpreparations
rice,corn,bread,biscuits,flour,nativecakes,noodlesandothercerealpreparations

2.Rootsandtubers

potato,Cassava,Sweetpotat0,gabi,otherrootsandtubers
3.FruitsandVegetables

freshfruits,freshvegetables,othercrops,fruitpreparations,vegetablepreparations,
otherpreparations

4.Meatandmeatpreparations
freshchicken,freshbeef,freshpork,otherfreshmeat,meatpreparations

5.Dairyproductsandeggs
m曲 ,icecream,otherdairyproducts,eggs

6.Fisl一andma血 eproducts
freshfish,Shellsandothers,processedfish,otherpr∝essedmarineproducts

7.Coffee,cocoaandtea
coffee,cocoa,tea

8.Non-alcoholicbeVerages
softdrinks,fruitjuicesandnon-carbonateddrinks,otherformsofbeverages

9.Foodnotelsewhereclassified(N.E.C.)

sugar,sugarproducts,cookingoil,margarine,sauce,salt,otherspicesandseasonlngS,
preparedmealSboughtoutsideandeatenathome,otherfoodn.e.C.

2.Foodregularlyconsumedoutsidehome
mealsat,school,Office,etc,snacks,coffee,softdrinks

3.AlcoholicBeVerages
beer,Wine,liquor

4.Toba(:eo

ClgaretteS,Cigars,others
5.Fooditems,alcohohcbeveragesandtobaccoreceivedasgifts

allitemsaboVereceiVedasgiRs
b.FUEL,LⅠGHTANDWATER,TRANSPORTATⅠONANDCOMMUNⅠCATⅠON

ANDHOUSEHOLDOPERATIONS

1.Fuel,lightandwater aaa

charcoal,fTlreWOOd,LPG,petroleumproducts,electricity,candle,oils,etc,water
2.Transportationandcommunications

landtransportfhre,airtransportfare,watertransportfare,personaltransporteXpenses
(gasoline,maintenance,driver'ssalary,others),telephonebills,postagestamps,telegrams,
othershmvingfee,drivinglesson,lbeds,messengerialfees)

3.Householdoperations
laundrysoapanddetergents,starch,floorwaX,insecticides,hghtbulbs,etc.
laundryservices,drycleanservices,domesticservices,repairandmaintenanceof
householdapphances

C.PERSONALCAREANDEFFECTS,CLOTHING,FOOTWEARANDOTHERWEAR

1.Personalcareandeffect.S aa

beautyaidSandtoiletarticles,personaleffects,beautyparlorn)arbershopservices,others
personalcareandeffectsreceivedasgifts

2.Clothing,fmtwearandotherwear
clothingandready-madeappare1,footwear,sewlngmaterialsandservicefees
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d.EDUCATION,RECREATⅠONANDMEDⅠCALCARE

1.Education baa

educat,ionfees,auowance,books,schoolsupplies,othereducationalsupphes
2.Recreation

recreationalgoodsandsupphes,musicalinstruments,admissionfees,of.herexpenses
3.Me山calcare

Drugsandmedicines,hospitalroomcharges,medica】charges,dentalcharges,ot.hers

e.FURNⅠSHⅠNGSANDEQUIPMENT

utensi]sandaccessories,householdhnenandfurnishings,otherhouseholdfurnishings

2.Durablefurnitureandequipment

kitchenandlaundryapphances,audio-visualequipment,furnitures,otherappliances

andequipment,miT)OraPPliances,transportequiprnentandhouseholdtools
f.TAXES

Incometax,realestatetax,carregistration,otherdirecttaxes,residencecertificate,et,C.

ど.HOUSⅠNG,HOUSEMAINTENANCEANDMⅠNORREPAⅠRS

1.Housing ba
imputedrent

2.HousemaintcnanceandminOrrepairs

carpentrymaterials,electricalmaterials,masonry,pair)tingmaterialS,plumbingand
othermaterials,paidlabor

h.MⅠSCELLANEOUSEXPENDIm RES

1.Specialfamilyoccasions aaa/b

foodar)drefreshments,alcoholicbeverages,servicesofcooks,waiters,

rentalofspace,fac山tiesandequipment,packagetours,others
2.Gi允sandcontributiontoothers

giftsandassistancetoprivateindividuals,contributions/donations,Othergifts

3.0therexpenditures

lifeinsuranceandretirementpremiuns,interestpaymentsonloansforhousehold
expenses,legalfees,professionalfees,losses,association/membershipfees

i.OTHERDⅠSBURSEMENTS

Purchase/amortizationofrealproperty ち

Paymentofcash】oans b

InsLallm entforappliancesboughtbefore1997 b

Instammentforpersonaltransportboughtbeforel997 b

Loansgrantedtopersonsoutsidethefamily b

Am ountdepositedinbanks/investment b

Otherdisbursements-majorrepairandconstructionofhouse,witholdingtaxes,paymentfor b

1expenditureitemsareclassifiedas(a)currentconsumptiongoodsor(b)privateinvestmentsand
durableitems.

Source:FamJyIncomeandExpenditureSurvey(FIES)1997Questionnaire199



Appendix5.D.TheGeographicRegionsofthePhilippines

l,Ilocos

2.CagayanValley
3.CentralLuzon

4.SouthernTagalog
5.Bico1

6.WesternVisayas
7.CentralViSaya8
8.EasternVisayas
9.WesternMindanao
lO.NorthernMindanao
ll.SouthernMindanao
12.CentralMindanao
13.NationalCapital
14.Cor血lleraAdministrativeRegionCAR
15.AutonomousRegioninMuslimMindanaoARMM
16.NortheasternMindanaoCARAGA
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C施apteT6

TheEffectofInternationalRemittancesonthe

SizeDistributionoHncomeinthePhilippines:

ADecompositionAnalysis

1.Introduction

Thepurposeofthispaperistolookintotherelationshipbetween

internationalremittancesand the si乞.e 血stribution ofincome in the

Philippines.Specifically,wewill:

(1) assesshowmuchortheoverallincomeinequalitycanbeattributedtoa

particularsourceofincomebydecomposingtheGinicoefrlCientoftotal

incomebasedonitssources;

(2) determinebyhowmuchanychangeininternationalremittancesorany

othersourceofincomeraisesorlowerstheover･allinequalityandsocial

welfare,Land

(3) examinehow internationalremittancesaffectotherincomesinthe

short･run.Ifremittancesaffect.incomefrom domesticsources,then,

remittances'fullcontributiontotheGinicoefficientmaybesufficiently

greaterthanorlessthanitsdirectcontribution.

Manydevelopingcountrieshavebeenencouragingtheexportorits

laborforceaspartofthedevelopmentstrategy,becauseofthemigrants'

remittances'generallyfavorableimpactonoutput,consumption,capital
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formationandbalanceofpayment(seechapter5).Itsrole,however,goes

beyondincreasingtheeconomicpietoitsimpactonthesizedistributionof

thatlargereconomicpie.As血rectimpactofinternationalremittanceson

incomeinequality,remittanceswillincreaseitsrecipients'income,improve

thereceivinghousehold'srankin theincomedistributioncomparedto

non･recipients,andthismayresultintheworseningorimprovementor

incomeequality,dependingontheirpre･migrationpositionintheincome

血Stribution.Thein血rectimpact,ontheotherhand,dependsonhow

remittances willinnuence other sources orincome.1 For example,

internationalremittancescanraisedomesticincomeitasaresultorhigher

incomeduetoremittances,therecipienthousellOldbecomeslessrisk･averse

andislessfinancially･const,rainedtoundertakeinvestmentstoraiseincome

fromothersources(LucasandStark,1985).

Ontheotherhand,itcanhaveadverseeffectondomesticincomeif,

becauseofhigherincome,therecipienthouseholdreducesitslaborforce

participationandspendsmoretimeforleisureortotakeovertheroleleftby

themigrantin thehousehold,likelookingafterthechildren. These

behaviorsandtheselectivityofmigrantsinfavorofaspecificincomebracket

orskillswilldefinitelyaffectnotonlyhouseholdincomeanditsrankat

present,butalso,onawiderperspectiveofeconomicdevelopmentdueto

remittances'indirectimpacts.In thissense,examiningtheeWectsof

remittances on the size distribution ofincome has powerfulpolicy

implicationsfわrthesen血ngeconomy,inwhichthegoalisnotonlyamore

equaldistributionofincomebutalsosustainableeconomicdevelopment.
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Theeffectofremittancesonincomeequalityisoneofthemostactive

areasofempiricalresearchinthefieldofinternationalmigrationtoday,

although noconsensushasbeenreachedabouttheeffectingeneral.Table6.1

summarizesthefindingsofpreviousstudiesonthedecompositionoftheGini

coemcientoftotalincomeaccor血ngtoitssources.Stark,Taylorand

Yitzhaki'S(1986)pioneeringworkinitiallyconsideredremittancesasan

exogenouSsourceOfincomeandmeasuredthecontributionofinternational

anddomesticremittancesaswellasnon･remittanceincomeontheGini

coefficientoftotalincome.Theyalsoderivedforthemarginalchangeinthe

GinicoefrlCientoftotalincomeduetoanincreaseinanyofthesourcesof

income.Theyconcludedthatinternationalremittanceshaveanequall'zl'Dg

effectonincomedistributioninaMexicanruralvillagewhichhasbeen

sendingitspeopleabroadforalongtime,buthadthereverseeffectina

villagewithhigherinternalthaninternationalmigrationrate.Theirfindings

aregenerallyconfirmedintheirsubsequentstudy(Stark,TaylorandYitzhaki,

1988)usingthesamedatasetbutplacingvariedweightsonthewelfareof

thepoorerincomerecipientsinthesocialwelfarefunction.Succeeding

studiesbyRodriguez(1998),BarhamandBoucher(1998),Taylor(1992)and

Adams(1991,1996),whichalsousethedecompositionmethodologyusing

datafromdifferentcountries,concludedthatinternationalremittanceshave

anuDequall-21'DgeueCtOnincomedistribution.

Starketal'sstudieshavebeenextendedmainlyintwodirections.One

importantextensionistheincorporationoftheindirectimpactofmigration

andinternationalremittancesonincomeinequalityduetoremittances'
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relationshipwith incomefromothersourcesintheshort･run(Taylor,1992).

Hearguedthat"theindirecteffectofremittancesonfarm (other)income

partiallyoLrsetsthenegativedirecteffectofremittancesonthetotal･income

Gini"(Taylor,1992p.202).Thesecondextension(Rodriguez,1998)isan

attempttoconsiderthepotentialincomeofthemigrantanditseHecton

income血Stributionirhehasstayedandworkedinthesen血ngcountry,

whichiStermedtheno･migrationregime,andcompareitwi仇 theactual

incomedistributioninthemigrationregime.Usingdatafrom the1997

FamilyIncomeandExpenditureSuⅣey(FIES)ofthePhilippines,wewill

focusonthefirstextensioninthemainpartofthispaper,andpresenta

SimpletreatmentofthesecondextensioninAppendix6.I.

ThePhilippinesisaninterestingcasebecauseoftheprevalenthigh

levelsofbothincomeinequalityandinternationalemigration.Itisthesecond

largestexporteroflaborintheworld.Atthesam etime,wecanfindinTable

6.2thattheaverageGinicoemcientin1957･91isrelativelyhigh at47.6%,

withmorethan45%orincomeearnedbythetop25%ofthepopulation.

Moreover,WecanseethattheGinicoemcienthasbeenincreasinginthe

1990S,withthelowest25%orthehouseholdsreceivinglesserandthehighest

25%receivinggreatershareintotalincome.

Thispaperisorganizedasfollows:Thenextsectiongivesadescriptive

analysisofthetrendsinincomeanditssizedistributioninthePhilippines.

Wecomparetheincomeofhouseholdswithandwithoutincomefromabroad.

Section3willdiscusstheanalyticalframeworkadaptedfromStark,Taylor

andYitzhaki(1986,1988)andTaylor(1992).Wedividethediscussionin
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section 3intothebasicmodeland itsextension thatconsidersthe

relationshipbetweenremittancesandincomefromothersources.Section4

willbedevotedtotheinterpretationofresults.Finally,weshallsummarize

ourfindingsanddiscussitspolicyimplicationsinsection5.

2.A DescriptiveAn alysisofhcomeandItsSi2leDistributioninthe

Phihppines

Thedatatobeusedin thisstudyistheFamilyIncomeand

ExpenditureSurvey(PIES)fortheyear1997,whichconsistsofinformation

from 39,520householdsrepresentingallhouseholdsinthePhilippines.The

surveygathersdataonthedifferentattributesofthehouseholdandthe

householdhead,thehousehold'sannualexpendituresandincomefrom

differentsources such as (1)wages and salaries, (2)income from

entrepreneurialactivities,(3)otherincomesand(4)incomefromabroad(see

Appendix6.A).Wagesandsalariesincludecompensationsreceivedincash

andkindfromregularemployment,andseasonal/occasionalemploymentin

agriculturalandnon･agriculturalsectors,Incomesfrom entrepreneurial

activitiesincludeearningsbyfamilymemberswhoareself･employedor

operatorsofagriculturalandnon･agriculturalactivities.Incomefromabroad

arefurtherdividedinto(1)cashreceivedfrom contractworkers,(2)Cash

receivedfrom permanentmigrants(3)cash giftsfrom abroad,and(4)

pensionsanddividendsfrom abroad.Incomefrom othersourcesinclude

imputedrentofhousing,cashreceipts,gifts,support,assistanceandrelief

from domesticsources,rentals,interests,pensionsandotherworkbenefits,
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netwinningsfrom gambling,sweepstakesand rafne,dividendsfrom

investments,profitsfrom saleofstocks,bondsandrealandpersonal

properties, back pay and proceeds from insurance and inheritance.

Throughoutthispaper,Wewillusethehouseholdastheunitoranalysis.

Wefirstdiscusstheamountandshareofthedifferent.Sourcesof

incometototalincomeforllOuSeholdswith andwithoutmigrantsusingTable

6.3.First,theaverageannualincomeofPhilippinehouseholdsis123,761

pesos(US$4,161)in1997.Ofthis,46.5%camefrom wagesandsalaries,

26.20/ofrom entrepreneurialactivities,20.6%from otherincomesandonly

6.8%from incomefrom abroad.Second,wealsoobservethat17.26%ofall

householdsreceivecashincomefromabroad.Third,therearebigdifferences

intheaverageincomeandexpendituresofhouseholdswithincomefrom

abroadandthosewithoutit.Thelattergroupreceivesontheaverageonly

about64.1%oftheaveragetotalincomeoftheformer.Fourth,whileboth

typesofhouseholdsrelymostlyonwages,incomefromabroadalSomakeup

foraconsiderableportionoftheincomeofthosethatreceiveit,at27.7%of

theaveragetotalincome.Fifth,wecanfurtherdividethehouseholds

receivingincomefrom abroadaccordingtothetypeofincometheyreceive

fromabroad,Wecanseefromthelast4columnsofTable6.3thathouseholds

withcontractworkersarethehouseholdswhichrelymostonincomefrom

abroad(as36.8%ortotalincome),basicallybecausethecontractworkersare

usuallythemainbreadwinnersinthefamilyeveniftheyhavestayedand

workedinthePhilippines.Theseobservationsimplythesignificantroleof

incomefromabroadnotonlyfromthepointofviewofthosereceivingit,not
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onlybecauseitwillincreasetheirtotalincomebutalsobecauseitwillbea

"source"ofupwardmobilityintheincome血stribution.Ontheaggregatelevel,

incomefrom abroadwillalsohaveseriousimplicationsbecause(1)further

increaseinthenumberofemigrantsfromthePhilippineswillleadtohigher

incomefrom abroadandheavierdependenceoftheentireeconomyonthese

remittancesassourceofincome,Land(2)theremarkabledifferenceinthe

amountandshareofdifferentsourcesofincomebetweenthesetwotypesof

householdswillalsoaffecttheirconsumption,investmentandsavings

behavior.

Attributessuch asgender,urbanity,havingajdbornot,and

education ofthe household head also vary between recipients and

non･recipientsofremittancesfrom abroad.Here,werefertoTable6,4.

Householdsreceivingincomefromabroadhavealowerpercentageofitshead

beingmale(70.40%)becausemoremalesthanfemalesgoabroadtowork,and,

inthiscase,thewifeassumestheroleofhouseholdhead.Alargerpercentage

orrecipientsliveinurbanareas.Thissuggeststhatinternationalmigrationis

atwo･stepprocessinwhichworkersliomtheruralareacouldhavepossibly

migratedfirsttoanurban areabeforeproceedingtoaninternational

destination.Thisisbecauseinthecities,therearemoreinformationon

con血tions in the internationallabor market and greater access tO

recruitmentagencies.Havingamemberofthefamilyworkingabroadis

relatedtothehouseholdheadhavingjd)ornot,withonly68.6%orheadsor

householdsWithmigrantshavingajd).OnetrendlbundinPhilippine

familiesisthat,wllenOneOftheparents(usuallythefather)leavestowork
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abroad,theotllerparentWhoassumestheroleasheadofthehouseholdquits

his/herjobtotakecareofthechildrensincetheincomefrom abroadis

enough tosustainthefamily.Itisalsointerestingtonotethatfamilieswith

migrants,representedbyitshouseholdhead,arerelativelyhighlyeducated

thanhouseholdswithoutincomefromabroad.Whilemajority(50.9%)ofthe

headofnon･recipienthouseholdsareelementarygraduates,thedistribution

ofrecipienthouseholdscategorizedbasedoneducationofitsheadisequal

amongelementary,high schoolandcollegegraduates.Whethereducation

innuencestheprobabilitytosendremittancesornotremainstobean

interestingtopicforfuturestudies.Ontheotherhand,thedifferencebetween

migrantandnon･migranthouseholdsintermsoftheageandsizeofthe

household,thoughstatisticallysignificant,2isminimal.

Usingthesamedata,wecanalsodrawsomeobservationsonthesize

血stributionorhouseholdincomeinthecountryin1997.Weranktotal

householdincomeanddividethesampleintodeciles.Table6.5showsthe

percentageshareorhouseholdsineachincomedeciletototalincomeaswell

astheshareoreachsourceorincometoaveragebtalincomeperdecile.From

Table6.5,wecandrawthelTollowingpoints:(1)Thebottomdecilereceivedan

averageannualincomeor21,750pesos(US$725),whichisonly5%ofwhat

thetopdecilereceivedinthesameyear.Intermsorpercentageshareintotal

nationalhouseholdincome,thebottomdecile'ssharewasabout1.76%,while

thetopdecilereceived37.10%.(2)Intermsorhouseholdincome血5tribution

bysource,ingeneral,thehousehold'spercentageshareorwagesandsalaries

intotalincomeincreasesasitsrankintheincomedistributionimproves,
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Table6.5.IncomeDistributionAccordingtoSourceof∫ncome(1997)

Decile AVerage %Sharein %ShareofEachSourceinPerDecileAVerageⅠncome AllSourcesIncome Ⅰncomeor Wagesand Entrepreneuria1 0ther Ⅰncomefrom orⅠncome
(inpesos) AllHouseholds Salaries ActiVities Sources Abroad

Bottom 21,750 1.76 23.46 42.79 32.84 0.90 100.00
Second 34,890 2.82 28.83 42.77 26.86 1.53 100.00
Third 45,090 3.64 32.77 41.57 23.91 1.74 100.00
Fourth 56,220 4.54 36.69 38.32 22.42 2,57 100.00
Fifth 69,960 5.65 42.62 33.12 20.55 3.72 100.00
Sixth 87,600 7.08 47.54 28.05 19.30 5.ll 100.00
Seventh 111,840 9.04 50.56 24.15 18.94 6.35 100.00
Eigllth 146,700 ll.85 52.99 20.23 18.40 8.38 100.00
Ninth 204,420 16.52 54.19 18.93 18.32 8.56 100.00
Top 459,120 37.10 45.30 25.34 21.26 8.10 100.00

Source:Author'sCalculationsfromFamilyIncomeandExpenditureSurvey(FIES),1997



exceptforthetopdecile.Ontheotherhand,poorerhouseholdsseemtorely

moreonincomefromentrepreneurialactivities,whichmayincludeactivities

intheundergroundeconomylikesmall･scaleretailingorcottageindustries,

andothersources0rincome,whichareonatransitoryortemporarybasis.(3)

Incomefrom abroadseemstobepositivelycorrelatedwith thehousehold's

rankinhouseholdincomedist.ribution.Whiletheshareofincomefrom

abroadofthoseinthebottom decileislessthan1%ofitstotalhousehold

income,theaverageincomefromabroadoftheeighth,ninthandtopdeciles

ismorethan8%oftheaverageincome.Eveninabsoluteterms,incomefrom

abroadisveryhigh forthetopdecilecomparedtothebottom decilegroup,

withtheformerreceiving42timesasmuchincomefrom abroadthanthe

latter.

Regardingtheattributesofthehouseholdsclassifiedbasedonincome

deciles,wewillrefertoTable6.6todrawthefollowingobservations:First,

therearemoreremittancerecipienthouseholdsandmoreemigrantsinthe

topdecilecomparedtothatinthelowerdeciles.Thisimpliesthatthepoorare

stillfinanciallyconstrainedtobeabletoaffordthe''entrycost"inthe

internationallabormarket.Also,ifinternationalmigrationentailsrisk,and

thepoorismoreriskaversethantherich,thentherichwillhaveahigher

probability to migrate and toremit.The averagenumberoradults,

representingthehousehold'slaborsupply,andaveragefam ilysizearehigher

forthehigherdeciles.Moreover,thericheraremoreeducated,andthisisone

explanationwhytherearemoremigrantsfrom thehigherdeciles,since

migrationi5Selectiveofthehighlyeducated(RodriguezandHorton,1996).
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Table6.6.CharacteristicsofHouseholdsbyHouseholdIncomeDeciles(1997)

Decile %orHouseholds AVerageNo. AVerage %orHouseholds %ofHouse-withⅠncome orAdults FamilySize Headswith HoldsLiVingin
fromAbroad (25yearsandaboVe) CollegeEducation UrbanAreas

Bottom 3.90 1.76 3.71 0.03 28.39
Second 6.61 1.95 4.65 0.05 33.68
Third 7.35 2.03 5.00 0.07 39.14
Fourth 10.99 2.09 5.20 0.10 47.22
Fifth 14.36 2.13 5.26 0.13 57.52
Sixth 18.70 2.17 5.31 0.17 65.44
Seventh 22.42 2.28 5.30 0.24 72.44
Eighth 26.81 2.36 5.40 0.34 78.ll
Ninth 29.72 2.54 5.60 0.44 82.92
Top 33.14 2.84 5.84 0.64 87.96

Source:Author.sCalculationsfromFamilyIncomeandExpenditureSurvey(FIES),1997.



Finally,asexpected,thericherhouseholdsliveintheurbanareas.

Intllissection,wehavebeenlookingatincomeanditscomposition

anddistributioninrelationtothesourcesofincometreatedindependently,

An equallyrelevantquestionfromthepointofviewofnationalsocialwelfare,

however,ishowremittancesfromabroadaffectthesizedistributionofincome.

Doremittancesfrom abroadcontributemoretoincomeinequalityinthe

Philippinesthandomesticsourcesorincome?Willtheincreaseinthenumber

oremigrantsandtheamountofremittancespromoteincomeequalityinthe

country?Thesearethemainissueswhichwewillattempttoanalyzeinthe

followingsections.

3. An alyticalFramework

3.1. 乃eBasL'cModel(Staz:A,2TaylwandHtzhah'/1988,1986)

Letusconsideraneconomyinwhichthesocialwelfareindex,W,is

presentedhereasequation(1).

W-W(y.,G.) (1)

WewilladoptasocialwelfareindexfunctionintroducedbyStarkand

Yitzhaki(1982)asspecifiedinequation(2).

W -yo(1-Go) W'(yo)>Oandw'(Go)<0 (2)

Here,thesocialwelfareindexisafunctionoftheaveragetotalincomeofall

memberhouseholds,yo,andtheindexofincomeinequality,Go.As yo

increasesorG.decreases3,thetotalsocialwelfareimproves･

Totalincome,yo,isthesumofincomefrom isources,(i-1,2,･･･,k)
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asshowninequation(3).

yo-iyL.
(3)

Thehousehold'Sincomemaycomefromwagesandsalaries,entrepreneurial

activities,domestic remittances,internationalremittances,and other

SOurCeS.

Ontheotherhand,WewillusetheGinicoefficientastheindexof

inequalityanddefinetheGinicoetrlCientoftotalincome,G｡,inequation(4).

GoE皇cov(y.,F(y｡)) (4)
yo

whereyoistheseriesoftotalincomeandFレo)istheseriesorcumulative

sharesintotalincomewhentheyarerankedh aSCen血ngorder.Similarly,

theGinicoefficientoftheJ'thsource,Gi,alsocalledthesourceGinifromtlle

)'thsourceOfincome,iscalculatedusingequation(5).

G..-皇cov(yL,F(yi))
y.･

(5)

Sincetotalincomeisthesum ofincomesfrom diWerentsources,

Coy(y.,F(y｡))canbeexpressedasthesumofthecovariancebetweeneach

incomesourceseriesandtheseriesorcumulativesharesintotalincome,as

showninequation(6).

A

cov(yo,F(yo))三言cov(y"F(yo))
(6)

Manipulatingequation(4)usingequations(5)and(6)willgiveus

equation(7),theGinioftotalincome,Go,asafunctionofthesourceGinis.
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G｡冒[27･Cov壁"F(yo))】
yo

=[27.Cov(y∫,F(yo))]×亘×2Cov(yy (y,I))
2Cov(y,.,F(y.･)) y｡ yi

-∑ R.S.･G.･
(7)

where Ri is the Gini correlation expressed as

Cov(yi,F(y｡))/Cov(yi,F(y,･))andS.･istheshareofl'thincomesourcetototal

Income.4

Supposeincomefrom internationalremittancesisthejthsourceof

income.Then,from equation(7),wecansaythattheircontributiontothe

inequality oftotalincome depends on (1)the correlation between

internationalremittancesandtotalincome,R,･,(2)theshareofinternational

remittancestototalincome･Si･and(3)theinequalityinthedistributionof

internationalremittances,G,･･Ceterisparibus,ifllOuSeholdswithhigh

incomereceivemoreremittancesfromabroad･i･e･･ifRJ･ispositive･then･the

contributionofremittancestothetotalGinicoefficientishigh.Thesame

observationholdstrueifremittancesfromabroadmakeupforalargeshare

inthetot,alincomeofhouseholds,orift,hedist,ributionofint,ernational

remittancesishighlyunequal.

3.2. TheDitleCtEHectolaDZDCTeaSel'DRem)'ttBDCeSODIncome

Znequal}'tyandSocialWeuazle

Thenexttaskisthentoseehowasmallincreaseininternational

remittancesaffectsincomeequality.Supposethereisaunirozm l'DCZleaSein
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internationalremittanceincome･notedas y,･･byesothatthenew

internationalremittanceincomeisexpressedinequation(8).

y,I(e)-(1+e)y,I (8)

Asaresult,theshareofinternationalremittanceincometototal

incomewillincrease.However,theuniformincreaseinremittanceswillnot

affectthesourceGini'sand,byassumingthattheranksoftotalincome･R]

alsodonotchange,Wecanwritethenew Ginicoefficient,G(e),asin

equation(9).

G(e)=∑ RLSi(e)Gi (9)

ThemarglnalchangeintheGinicoefficientoftotalincomeresulting

fromanincreaseinincomefromasource,orG(e)-G.,isshowninequation

(10).ThesolutionisfoundinAppendix6.B.

∂Go
aeJ･

=Sj(RJ･GJ-Go) (10)

Divi血ng equation (10)by G｡ willgive usequation (ll).By

multiplyingitby100,WeobtainthepercentagechangeintheGinicoemcient

resultingfromachangeinthejthincomebyoneunit.

JGo/ae,_(R,G,･Sj)

G｡ G｡
-S)･ (ll)

Equation(ll)Can beinterpretedasfollows:themarginaleffectofan

increaseininternationalremittanceincomeisequaltothedifferencebetween

itsrelativecontribution(effect)toinequalityanditsrelativecontribution

(efrTect)tototalincome.Thisimpliesthat
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(1) IfRJ･thecorrelationbetweentotalincomeandremittancesiszeroor

negative,thentheright･handsideofequation(ll)isnegative,andany

increaseininternationalremittanceincomewillnotworsenincome

inequality.

(2) IfR,tispositive･thenanincreaseininternationalremittanceincome

caneitherincreaseordecreaseincomeinequalitydependingonthesign

ofR,･G,･-Goinequation(10)･

Next,Weexaminetheimpactorthechangein incomedueto

remittancesonthesocialwelfareindexspecifiedinequation(2).Using

equations(8)and(10),wecansolveforthederivativeofequation(2)with

respecttoe.Weusethevaluesforthemarginalchangeinaveragetotal

incomew.r.t.ederivedfromequation(8),andthemarginalchangew.r.t.the

Ginicoefficientoftotalincome(equation(10))toderiveequation(12).

= -2 (1-Go)-R%

-y,･(1-G.)-y.(SJ(RJ･G]-G.))

-y,I(1lGo)一元 莞 (RJ･G,･-Go))

-y,I(11RJ･GJ) (12)

Equation(12)statesthatthemarginal efrectofasmallchangein

international remittancesonsocialwelfaredependson(1)theshareof

internationalremittancestototalincome,yj,Whichcanbeinterpretedas

theeffectofremittancesonthemeanoftotalincome.;and(2)theeffectof

221



remittancesonthedistributionoftotalincome･yjRJG]ITheformerisalways

positive,whilethelatter'ssigndependsonthecorrelationbetweentotal

incomeandremittances･RJ･I

Divi血ngequation(12)byW,weobtainequation(13)whichwhen

multipliedby100,canbeinterpretedasthepercentagechangeinsocial

welfareresultingfrom auniform increaseinincomefrom thejthsource

(which,inourcase,isinternationalremittanceincome)byoneunit.

警 -sj(豊) (13'

Equations(12)and(13)implythat:

(1) IfRJG]=Go,thenthechangeinGinicoemcientiszero,andwelfare

willincreasebytheamountofinternationalremittances'sharetototal

income･SJ･･

(2) Ifthecorrelationbetween totalincomeandremittances･RJ･,is

negative,thenanyincreaseininternationalremittanceincomewill

definitelyraisethesocialwelfare.

(3) Ifthecorrelationbetweentotalincomeandremittances,R],ispositive,

thentherewillstillbeanincreaseinsocialwelfaresinceR,･GJ≦1･In

thiscase,however,theeffecttothemeanoftotalincomeisweakened

bythedistributionaleuect,leadingtoalowernetwelfarechange.

3.3. T:neFullEuectolaD/DCTleaSel'DReml'ttaDCeSODZDCOme

ZDequall'tyandSocl'alWellazle

lnthispartofsection3,wewillconsiderthefulleffect,orthedirect
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andindirecteffectsofinternationalremittancesonincomeinequalityinthe

sen血ngcountryintheshortrun.A5mentionedabove,remittancescanbe

correlatedwit.hdomesticincomesoourfirsttaskhereistodeterminehow

incomefromothersourcesisaffectedbyremittances.

FollowingTaylor(1992),letussupposethatthek'thincomeisa

functionofinternationalremittances(thejthincome)sothatequation(14)

holds.

yk･-a+Ply,. (14)

whereyk,isthek'thsourceofincome,anda andPlaretheparameters

oftheequation.Usingequation(14),wecannowrewriteequations(3)and(4)

asequations(15)and(16)toreflectboth thedirectandindirectcontribution

ofremittancesontotalincomeandincomedistribution.

y0-.3,yi'a'Ply,･

Go=,a,Rz,SL･Gi'RJ･Sk.,･GJ･

月

月.

妄

‥叫

妄
‥叫

+RJSJ･GJ+RJSk･)･GJ･

iSiG,･+(SJ)RJG,･

wherewedefine

Plyj
SkrJ･-Iγo

(15)

(16)

(16･1)

asthein血rectshareofremittancesintotalincomechanneledthrough

remittances'effectonthek'thincome;and
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(1+Pl)yj
SJ=SJ+Sk,)･--yo

(16･2)

asthefullshareofremittancesintotalincome.Thecomputationforequation

(16)isfわundinAppen血Ⅹ6.C.

Fromequation(16･2),ifinternationalremittancesandthek'thincome

arenotsignificantlycorrelated,thenwegobacktoequation(4)asthe

measurementofincomeinequality.Ontheotherhand,ifthecoemcientof

remittancesinequation (14)isstatisticallysignificant,thenthedirect

contributionofremittancesonincomeinequalitycaneitherbeaggravatedor

offsetbyitsindirectcontributiondependingonthealgebraicsignsofR]and

β1･ⅠfmoreremittancesgotothepoorsothatR,･isnegative,thefull

contributionorremittanceswillbelessthanthe血rectcontributionaslongas

remittancesandincomefromthek'tLsourcearepositivelyrelated,i･e･Pl>0･

Next,usingthesameprocedureasinsolving丘Irequation(10),We

derivethemarginaleffectofremittancesonincomeinequalityduetoa

one･unitincreaseininternationalremittancesinthepresentcase.Weshowit

inequation(17).ThesolutionisfoundinAppendix6.D.

盟 -(S,A+sk.,･)(RJG,･-Go)-SJ(R,･Gi-Go)ae
(17)

Thefirsttermontheright･handsideofequation(17)representsthe

fullshareofinternationalremittanceandcantakeapositiveornegative

valuedependingontherelationshipbetweenremittancesandincomefrom

theh'thsource,andasbefore,onthedifferencebetweenRJ.G]andGo･

By血vi血ngequation(17)byG｡andmultiplyingitby100,wecan
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getthepercentagechangein theGinicoefficientduetoachangein

internationalremittances,asshowninequation(18).

∂G｡/∂e (SJ+Sk.,･XG]R])∵ r1--1

G. G.

一旦空色 -S,

Go

-(SJ+Sk.i)

(18)

Finally,wealsoderiveforthemarginaleffectofremittancesonthe

socialwelfareunderthepresentcase.Wesubstituteequation(17)andthe

derivativeormeantotalincomewithrespecttoe,(1+β1)yJ,intoequation

(12)asShowninequation(19).

= -2 (1-Go)-k%

-(1+Pl)y,.(1-Go)-y.(SJ(RJ･G,･-G.))

-(1+Pl)yj(1-Go)-y.

-(1+βl)yj(1-RJ･G,･)

(R,･GJ-Go)

(19)

Irwecompareequations(19)and(12),Wecanseethatirinternational

remittancesarepositivelyrelatedtothek'tLsourceofincome,thenthefull

effectofremittancesonthesocialwelfareislarger.Moreover,although in

equation(12),themarginalchangeinsocialwe瓜reduetoeisalways

positive,inequation(19),theindirecteftbctofremittancesmaybelarge

enough toofrTsetthedirecteffectonsocialwelfaresothatthemarginal

changeinsocialwelfareinthiscasebecomesnegative.

Divi血ng equation (19)by W,we obtain equation (20)below.
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Multiplyingequation(20)by100willgiveusthepercentagechangeinsocial

welfare resulting from an increase in income from the jth source,

internationalremittancesbyoneunit.

票 …(sj･Sk･j,(# )≡SJ(豊 ) (20'

Sincewewanttoknow thefulleffectofremittancesontheGini

coefficientoftotalincome,wefirstconductaregressionofthenatural

logarithm oftotalincome,asafunctionof(1)thenaturallogarithm of

internationalremittances,and(2)x,avectorrepresentinghumancapital

andhouseholdcharacteristics,forhouseholdswith mlgrantS5.Weassume

thatthereareonlytwosourcesorincome,internationalremittances(γ.),

andincomefrom domesticsources(y2)sothaty.=yl+y2･Ontheother

hand,thevectorxwillincludeattributesofthehouseholdheadsuchasage,

age･squaredrepresentingexperience,anddummiesf♭rcollegeeducation,

havingajobornotandmaritalstatus;andattributesofthehouseholdsuch

asthenumberofadults,familysizeandadummyforurbanity.The

regressionfunctioncanthereforebeexpressedasequation(21).

logyo-a+P:logyl+P2X+C (21)

whereP:istheelasticityoftotal incomewithrespecttointernational

remittances, β2isthevectorofcoefrlCientsoftheattributes,andcisthe

errorterm.From equation(21),Wecancomputeforthetotaleffectof

internationalremittancesas

(1'β1)-Pl'×塑
yl
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Totestifinternationalremittancesindeedinfluenceincomefrom other

sources,wewillconductat･testwiththenullhypothesis,

Ho:β:×塑-1
yl

Ifthishypothesisisrejected,wecansaythatinternationalremittancesand

othersourcesofincomearecorrelated,andtherefore,wecanevaluatethe

directionoftheeWectasfollows:If(1+β1)asdefinedinequation(22)isless

than1,thenint,ernationalremitt.anceslowerincomefrom othersources,

probablybecauseleisureforthehouseholdisanormalgoodorbecauseother

hollSeholdmembersarefわrcedtoquittheirjobandassumetheroleorthe

migrantinhouseholdproduction.Inthiscase,thefulleffectofinternational

remittancesonincomeequalityislessthanitsdirecteffect.Ontheother

hand,if(1+Pl)>1,Wecansaythatinternationalremittancesraiseincome

from thek'thsource(y2)becausetheformerloosenstheliquidityandrisk

constraintsfacingthehousehold.Usingtheremittancessentbythemlgrant

memberascapital,thehouseholdcannowembarkonmainlysmalland

me血umscalebusinessVenturesthatwillraisedomesticincome.Inthiscase,

householdwithmigrantswillfurtherincreasetheirincomecomparedto

non･migranthouseholds,andincomeinequalitymaybepotentiallyworse

comparedtothecasewhenweonlyconsiderthedirecteWect.

4. AnalysisorResdts

Followlngthediscussionsintheprevioussection,wealsodividethis

sectionintotwoparts,(1)wheniIICOmesourcesaretreatedindependently
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fromeachother,thusweonlydeterminethedirecteffectofeacllsourcetOthe

totalGinicoefficient;and(2)whenotherincomesourcesarerelatedtoincome

fromabroad,implyingthefulleffectofremittancesfromabroadtoincome.

4.1. TheDitleCtEuectofReml'ttaDCeSOnIDCOmeZDequ811'tyand

SocL'alWelrazle

Usingequation (4),wecomputedfortheGinicoefrlCientofthe

Philippinesin1997fortotalincome,andtheresultisfoundinTable6.7.The

GinicoeLricientiSOA841(thirdcolumn,lastrow),whichiscomparabletothe

estimationbyRodriguez(1998,p.342)of0.4800usingFIESdatafor1991.

Thismeansthatfrom 1991to1997,incomedistributioninthePhilippines

hasnotimprovedorworsenedconsiderablyevenirtherewasaconsiderable

increaseinremittancesfromabroadduringthisperiod.TheGinicoefficient

forincomefrom domesticsources(OA423)6Can beconsideredasasimple

indexthatmeasuresinequalityintheabsenceofincomefrom abroad.

Comparingthiswith theGinicoefrlCientoftotalincome,Wecansaythat

internationalremittancesaggravateinequalityinthePhilippines.

WethendecomposetheGinioftotalincomeaccor血ngtoitssourcesor

componentsusingequation(7).TheresultsarealsoshowninTable6.7.We

includeremittancesfromdomesticsources,although ithasaverysmallshare

intotalincome,tocontrastitseffectwith thatofremittancesfrom abroad.

Also,Sincewearemainlyconcernedwiththe血1paCtOrhumanmigration,we

willfocuson cash remittancesfrom contractworkersandpermanent

migrantsandtermtheminternationalremittances.Wewillincludecashgi托S,

pensionsanddividendsfromabroadinthe"otherincome"category.
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Table6.7.DecompositionoftheGimi CoefficientbasedonIncomeSource(1997)

ⅠncomeSource ShareinTot,al GiniCoefrlCient, GiniCorrelation Contributionto ShareinHHIncome forIncome wit,hTotalIncome GiniCoefficientof GiniofTotal

(S) Source(G) Rankings(由 TotalIncome(SGR) Ⅰncome(SGR/Go)

WagesandSalaries 0.4647 0.6670 0.7468 0.2315 0.4782

ⅠncomefromEntrepreneurialActiVities 0.2618 0.7359 0.5800 0.1117 0.2308

OtherⅠncomes 0.1848 0.6314 0.8277 0.0966 0.1995

DomesticRemittances 0.0207 0.8934 0.1427 0.0026 0.0055

ⅠnternationalRemittances 0.0680 0.9353 0.6579 0.0418 0.0864

Source:Author.SCalculationsfromFamdyIncomeandExpenditureSurvey(FIES),1997



ThefirstcolumnshowstlleShareofeachsowceorincometototal

income,Incomefromwagesandsalariescomprisealmosthalfoftotalincome

(46.47%),followedbyincomefrom entrepreneurialactivitiesandother

incomes(26.18%).Withregardstoincomefiom internationalremittance's

sharetototalincome(6.8%),itisrelativelysmall,althoughthismaynot

reflectthetotalamountofremittancesfromabroadbecauseitexcludesgifts

broughttothecountrybythemigrantsoroverseascontractworkers

themselves.

ThesecondcolumnshowstheGinicoefficientsforeachsourceof

income,computedusingequation(5).Internationalremittanceistheleast

equally血stributedincomecomponent,asshownbyitsveryhighGini

coefficientof0.9353,fTollowedbyremittancesfromdomesticsources.Thatthe

Ginicoefficientsofallincomecomponentsareveryhigh andareallhighly

unequally distributed imply that income for households is highly

concentratedtoonesource,Theveryhigh valueforthesourceGiniof

internationalremittancesmeansthatmigrantsandremittancesarenot

equallydistributedamonghouseholdsofdifferenttotalincomes.Thisalso

suggeststhatinternational,andeveninternalmigration,arestillinaccessible

formanyFilipinos.InthePhilippines,internationalmigrationandtherefore

remittancesareselectiveorthericherhouseholds,Whoarealsomore

educated,whohavemoreadultmembersandwholiveinurbanareaswhere

informationoninternationallabormarketismoreavailable.

ThethirdcolumnshowstheGinicorrelation･RJ･･betweentotal

incomeandincomefromeachsource,asdefinedinequation(7).Thereisa
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positiverelationshipbetweeneachincomecomponentandtotalincome,as

shownbythepositivevaluesoftheGinicorrelation,氏.Thecorrelation

betweeninternationalremittanceincomeandbtalincomeisnotaShighas

thosebetweentotalincomeandwagesandsalariesorotherincomes,butnot

asconsiderablylowasdomesticremittances.

Nowwearereadytolookatthecontributionoreachincomesourceto

theGinicoemcientofthePhilippinesin1997.Ingeneral,remittances,both

domesticandinternational,havethelowestcontributionstothe1997total

Ginicoe用.cientortotalincome.Althoughthe山stributionofinternational

remittanceincomeishighlyunequal,itisoftTsetbythiscomponent'sminimal

shareintotalincome,thus,itscontributiontotheGinioftotalincomeis

considerablylow.Ontheotherhand,wagesandsalariescontributedmostto

totalinequality,basicallybecauseofitshighshareintotalincome(46%)and

highGinicorrelation(0.75).Forallincomecomponents,thepercentageshare

inGiniortotalincomeisalmostequaltoitsshareintotalhouseholdincome,

Suggestingapositiveandalmostunitarycorrelationbetweenthetwo.Wecan

thereforepredictthatthepotentialimpactofinternationalremittanceson

equalitywillbestrongerasmigrationandtheshareorremittancestototal

incomeincreaseinthefuture.

Next,weevaluatetheeffectofaone･unitincreaseinanyoftheincome

componentstoinequality,computedusingequations(10)and(ll),andthe

resultsareshowninTable6.8.Thesecondcolumnshowstheabsolute

marginalchangeintotalGiniresultingfromaslightincreaseinincomefrom

eachsource,ascomputedfrom equation(10).Basedontheresults,wecan
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Table6.8.MarginalChangeinInequalityandSocialWelfareDuetoChangeinlncomeperSource(1997)

ⅠncomeSource M arginalChangein %Changein %ChangeinGiniCoefficient Tot,alGiniCoeqlCient GiniCoefficient, SocialWelfareⅠndeX

(equation10) (equationll)Ⅹ100 (equation13)x100

WagesandSalaries 0.6670 0.0064 1.3218 45.2255

IncomefromEntrepreneurialActivities 0.7359 .0.0150 -3.0990 29.0882

OtherⅠncomes 0.6314 0.0071 1.4705 17.1006

DomestieRemittances 0.8934 .0.0074 -1.5284 3.5092

source:Author'SCalculationsfromFamilyincomeandExpenditureSurvey(FIES),1997



血videthesourcesorincomeintotwocategories:thosethatraisethetotal

Gini,suchaswagesandsalaries,remittancesfromabroadandothersources

ofincome,aSmanifestedbythepositivevaluesincolumn2;andthosewhich

lowerit,such asincomefrom entrepreneurialactivitiesanddomestic

remittances;asshownbythenegativevaluesincolumn2.Thatad血tional

domesticremittanceslowertheGinicoefficientoftotalincomeimpliesthat

facilitatinginternalmigration,whichresultsinhigherdomesticremittances,

maypotentiallylowerincomeinequalitycomparedtointernationalmigration.

ThethirdcolumnofTable6.8computesforthemarginalchangeasa

percentageortotalGini,derivedbymultiplyingequation(ll)with100.

Additionalincomefrom entrepreneurialactivitieshasthehighestpotential

negativecontributiontoincomeinequality(henceapositivecontributionto

equality)inthePhilippines(･3.0990%),followedbyincomefrom domestic

sources(･1.5284%).Ontheotherhand,internationalremittancesandwages

andsalariesworsenincomeinequality(1.8426%and1.3218%respectively).

Thisconfirmspreviousfindingsthatinternationalremittancesleadtoamore

unevendistributionofincomeinthePhilippines.Italsoimpliesthata

governmentthatadoptsanactivepolicyinsendinglaborersabroadbutatthe

sametimewantstoachieveincomeequalitymustdesignsupplementary

policiesthatwillcompensateforthehigherinequalitybroughtaboutby

migrationandremittances.Inthesamemanner,thehighabsoluteand

percentagechangein thecontribution ofincomefrom entrepreneurial

activitiestototalGinisuggeststhatpoliciesthatwillpromoteproprietorship

andself･employmentwillbeeffectiveinachievingeconomicequalityinthe
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country.Theresultsalsoimplythatinternationalmigrationandremittances

shouldnotremainasalong･term policyofthegovernmentofasending

countrythatprioritizeseconomicequality.

Finally,thelastcolumnofTable6.8showstheeffectsofaoneunit

increaseinthejthincomesourcetosocialwelfare,computedusingequation

(13)andthenmultipliedwith 100.Allvaluesarepositive,meaningany

increaseinincome,regardlessofitssource,willimprovesocialwelfare.The

changeinsocialwelfareindexislowestforinternationalremittances,and

highestforwagesandsalaries.Byreferringtoequation(13),wecanattribute

theverylowcontributionofadditionalremittancestothesocialwelfareon

thefollowingfactors:(1)thelow shareofremittancestototalincome.

However,asthenumberofmigrantsandtheirremittancesincrease,Wecan

expectthissharetoincrease,resultinginamuchlargerincreaseinsocial

welfare.(2)thehigh distributionaleffectofremittances,duetoitsveryhigh

inequalityindexof0.9353(seeTable6.7).Therefore,asmigrationintensifies

duetohigherwagediuerentials,economicintegrationoractivegovernment

policies,thecontributionofremittancesonsocialwelfarewillrelyonthenet

effectofthesetwofactors.

4.2. 乃eFullEHectolReml'ttaDCeSOnIncomeZDequall'tyandSocl'al

Weuare

First,Weperfわrm aregressionofthenaturallogarithm ortotal

incomeusingequation(21).FromtheresultsshowninTable6.9,wecan血aw

the followlng Observations:First,We can see thatallvariables are

statisticallysignificantatmorethan95%,andexceptforthedummyfor
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Table6.9.RegressionofTotalIncomeasFunctionoHnternational

RemittancesandHouseholdAttributes,thePhilippines(1997)

DependentVariable:LogorTotalIncome(inpesos)

Variable CoelrlCient t.statistic

ⅠnternationalRemittances 0.210 44.91

AttributesortheHHHead

Age(years) 0.013 4.15

Age-squared 0.000 -3.47

EducationorHead(college=1) 0.280 31.53

Job(haSjob=1) 0.114 7.01

MaritalStatus(married=1) 0.042 1.22

AttributesofHousehold

No.ofAdultMembers 0.091 14.86

SizeofFamily 0.035 7.65

Urbanity(urban=1) 0.339 21.96

Constantterm 7.952 90.28

氏-squared 0.474

AdjustedR-squared 0.473

F-Statistic 681..927

Prob(F.Statistic) 0.000

Note:Allvariablesarestatisticauysignificantat99%confidencelevel
exceptMaritalStatus.

Source:Author'sCalCulationsfromFamilyIncomeandExpenditureSurvey
OTIES),1997.
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age･squared,thevariablespositivelyaffectedhousellOld'stotalincomein

1997.Second,wedetectpositiverelationshipsbetweentotalincome,onone

hand,andtheactualnumberofadultsorthedummyfわrmigrant.However,

thecoeWICientfortheformerislessthanthatofthelatter,implyingthat

migrantscontributemoretothehousehold'stotalincomecomparedtothe

adultmemberswhostayin thePhilippines.Third,thecoemcientof

internationalremittances,representingtheelasticityortotalincomedueto

internationalremittances,ispositiveandstatisticallysignificant,therefore,

Wecansaythatlbrmigranthouseholds,internationalremittancesraisetotal

Income.

Basedontheresultofthetwo･tailedt･testforthecoefficientof

internationalremittances(446.41),werejectthenullhypothesis.Using

equation(22),wecomputeforthedirectandindirecteffectofremittances,

whichis3.0847.Ceterisparibus,thismeansthataone･unitincreasein

internationalremittanceswillraisetotalhouseholdincomeby3.0847units.

Usingthisvalue,wecancomputefわrthenew shareorinternational

remittancestototalincomeofallhouseholds(20.97%)asshowninthefirst

columnofTable6.10.Thisconsiderablyhighcontributiontobtalincome

suggeStSthatremittancerecipientsefficientlyuseinternationalremittances

togenerateincomefromother,especiallydomestic,Sourcesandthatbecause

orinternationalremittances,thehouseholdisrelievedofitsliqui血tyandrisk

constraints,especiallyinundertakingsmall･andme血um scaleventure

businesseSinthesen血ngcountry.Inthissense,internationalremittances

canlargelycontributetoeconomicexpansioninthesen血ngcountry.
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Table6.10.TheEffectofInternationalRemittancesonIncomelnequality(1997)

Effects ShareinTotal Contributionto Percentage(%) Percentage(%)Household GiniCoemcientof ChangeinGini Changein

Ⅰncome(S) TotalⅠncome(SGR) Coefficient SocialWelfareIndex

Direct 0.0680 0.0418 1.848 5.07C

Notes:

B'LComputedusingequation(ll)

ち:computedusingequation(18)
C:Computedusingequation(13)

d:computedusingequation(20)

Thevalueusedfor(1+81)is3.0847.

Source:Author-sCalculationsfromFamilyIncomeandExpenditureSuⅣey(mES),1997.



Atthe same time,however,the positive correlation between

internationalremittancesandothersourcesofincomewillalsoresultin

higherinequality.Forhouseholdswithmigrants,internationalremittances

willsufficientlyfacilitateupwardmovementintheincomedistribution,

leaving thosewithoutmigrantsbehind,and eventually,international

remittanceswillfurtherworsent.hedistributionofincome.

Toquantifythefullimpactofremittancesonincomeinequalityand

socialwelfare,wewilluseequations(7),(18)and(20).First,comparedtothe

directcontributiontototalinequality,thefulleffectisalsopositiveandmuch

higllerat0.1291.Thisisbecausetlleincomeofremittancerecipientsare

furtherraised due to thepositive relationship between international

remittances and income from other sources, as shown above;and

consequently,incomeinequalitybetweenhouseholdsthosewithmigrantsand

thosewithnonebecomesmorepronounced.Anincreaseininternational

remittancesbyewillnow raisethetotalGimi coefficientby5.66%,as

computedusingequation(18)andshowninthethirdcolumnofTable6.10.

Finally,theincreaseinsocialwelfareishigher(15.93%)thanwhenwe

considerthedirecteHectonly.Thisisbecauseoftheindirectcontributionof

remittancestosocialwelfareresultingfrom theaccompanyingIncreasein

incomefromothersources.

5.Stlmmary

ln thisstudy,Wehavelookedintotheimpactofinternational

remittancesonincome血stributioninthePhilippines,acountrywhichhas
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been experiencing high rates ofinternationalmigration and income

inequality.WeusedatafromtheFamilyIncomeandExpenditureSurveyof

thePhilippines(FIES),1997(1)todeterminehoweachsourceofincome

contributestoinequality;(2)toquantifythiscontributionandevaluatehow

inequalityandsocialwelfareimprovesorworsensduetoamarginalincrease

inanyofthesesourcesofincome;and(3)toexam inethefulleuectof

internationalremittancestoinequalityandsocialwelfarewhenweincludeits

impactonothersourcesofincomeaswell.

BydecomposingtheGinicoemcientofthehousehold'Stotalincome

basedonitssources,wehaveseenthateachsource'scontributiondependson

itsshare tototalincome,itsdistribution amonghouseholdsandits

correlation withtotalincome.Internationalremittanceshavetheleast

contributiontoinequalitywhilewagesandsalarieshavethehighest,mainly

becausetheformer'sshareint,ot.alincomeismuchsmallerthanthelatter,

although thefTormerismoreunequallydistributedamongthehouseholds

thanthelatter.

Ourfindingsconfirmtheresultsofpreviousstudiesthatinternational

remittancesleadtoamoreunevendistributionofincomeinthePhilippines.

A marglnalincreasein internationalremittanceswillworsen income

inequalitybecauseanyincreaseinincomeduetointernationalremittances

accruestoricherhouseholds.InthePhilippines,internationalmigrationand

thereforeremittancesareselectiveofthericherhouseholds,whoarealso

moreeducated,whohavemoreadultmembersandwholiveinurbanareas

whereinformationoninternationallabormarket.ismoreavailable.Inthe
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lightofheighteninginternationallabormobility,wecanpredictthatthe

potentialnegativeimpactofremittancesoninequalitywillbemoreevidentas

thecurrenttrendintheselectivityofmigrantscontinues.

Wehavealsoevaluatedthefullimpactofinternationalremittanceson

inequality and social welfare.We have found outthatinternational

remittancesconsiderablyraiseincomefrom othersources,suggestingthat

remittancerecipientsefficientlyuseinternationalremittancestogenerate

income from other,especially domestic,sourcesand thatbecauseof

internationalremittances,thehouseholdisrelievedoritsliquidityandrisk

constraintsinundertakingsmall･andmediumscaleventuresinthesending

country.InthisSense,internationalremittancescanlargelycontributeto

economicexpansioninthesendingcountry.

Wehaveseenthatcompared也the血rectcontributionorinternational

remittancestototalinequality,theirfulleffectisalsopositivebutmuch

higher.Thisisbecausetheincreaseininternationalremittanceswillalso

raiseincomefromothersourcesand,asaresult,incomeinequalitybetween

thosehouseholdsWithmigrantsandthosewithoutthem becomesmore

pronounced.Nevertheless,thefullincreaseinsocialwelfareishigherthan

whenweconsiderthe血recte恥ctonly.

Ourfindingsimplythatagovernmentwhichadoptsanactivepolicyof

sen血nglaborersabroadblltatthesametimewants也 achieveincome

equalitymustdesignsupplementarypoliciesthatwillcompensateforthe

higherinequalitybroughtaboutbymigrationandremittances.Ⅰnsteador

directtransferpaymentpoliciesor"dole･outs",thegovernmentcanfacilitate
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internalmigrationandpromoteSmallandme血um scaleindustriesf♭r

householdsin the lowerdecilessince any increasein incomefrom

entLlePLleneun'alactl'vl't)leeanddomesticremJ'ttaDCeStendtoL'mpz10Veequa11'ty･
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FootnotesofChapter6

1 Inthisstudy,webasicallydealwiththeshort･run.Theintertemporal

impactofinternationalmigrationtohouseholdincomeisasubjectforfuture

empiricalresearchsubjecttotheavailabilityofsurveydatafromtwoormore

yearS･

2 ANOVAtestsshow thatthesubgroups,hollSeholdswithmigrantsand

withoutmigrants,donothavethesamemeanvalues.

3 Keepingaverageincomeconstant,atransferofincomefromtherichtothe

poor,oranimprovementinG,willraisesocialwelfare.

4 AccordingtoLermanandYitzhaki(1985),theGinicorrelationdisplaysa

combinationorthepropertiesortheSpearman'srankandPearsoncorrelation

coefficients･RiassumesaValuebetween1andll･Itisequaltozeroifthe

sourceincomeandtotalincomearenotcorrelatedatall,andapproaches1

(･1)iftheithsourceofincomeisanincreasing(decreasing)functionoftotal

income･Also,ifyi,yOarenormallydistributed,theGinicorrelationisequalto

Pearson'scorrelationcoemcient.

5Byregressingtotalincomeonlyofhouseholdwithmlgrantmembers,We

assumethattheincomeofhouseholdswithoutmigrantsisnotaffected

血rectlyandindirectlybyinternationalremittances.

6ThisvalueisobtainedbyaddingtheGinicoemcientsofwagesandsalaries,

income from entrepreneurialactivities,other incomes,and domestic

remittances.
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AppendicesofChapter6

Appendix6.A.ListofIncomeandOtherReceipts(FIES)

INCOME
a.SALARIESANDWAGESFROMEMPLOYMENT

l.Salariesandwagesfromregularemployment
agriculturalandnon･agricultura1

2.Salariesandwagesfromseasonal/Occasionalemployment
agriculturalandnon･agricultural

b.INCOMEFROMENTREPRENEURIALACTIVITIES
c.OTHERSOURCESOFINCOME

l.Cashreceipts,gifts,support,reliefandotherformsofassistancefromdomesticsources
otherfamilies,governmentandprivateinStitutions

2.Rentals

non･agriculturalland,building,spaces,otherproperties
3.Interest

frombankdepositsandloansextendedtootherfamilies
4.Pensionandretirement,workmen'Scompensationandsocialsecuritybenefits
5.NetwinnlngSfromgamplmg,sweepstakesandrafne
6.Dividendfrominvestments

7.Profitsfromsalesofstocks,bondsandrealandpersonalproperty
8.Backpayandproceedsfrominsurance
9.Inheritance
lO.OthersourcesofincomeNotElsewhereClassified(N月.C.)

a.ⅠNCOMEFROMABROAD

l.Cashreceivedfromfamilymemberswhoarecontractworkers
2.Cashreceivedfromfamilymemberswhoareworkingabroad
3.Pensions,retirement,S,otherbenefits
4.Cashgifts,supportandrelief
5.Dividendsfrominvestmentabroad

RECEIPTS

l.Saleofrealpropertyandpersonalproperty
2.Leansfromotherfaminesandfrombusinessfirms

3.Paymentsreceivedforloansgrantedtoothers
4.Withdrawalsfromsavings
5.Otherreceipts

Source:FamdyIncomeandExpenditureSurvey(1997)Questionnaire
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Appendix 6.B.Derivation ofEquation (10)(Source:Stark,Taylorand

Yitzhaki,1986)

∂Go

aej

-Si(R,･G,･-Go) (10)

Wewouldliketosolveforthederivativeoftheover･allGinicoefficient

withrespecttoauDirormpercentageinremittances,heredefinedasthejth

incomesourceorJ'ノ･

Wedefinetheover･allGinicoefficientasinequation(7).

G｡-∑R,･SiGL
(7)

ThemultiplicationofthejtAincomesourceby1+edoesnotaffectthe

respectiveGinicoefficients,G.I･However,Ri mayChangebecauseitisa

functionoftotalincome.Also,here,Weassumethatincomesvaryacross

householdssothatRi'sdonotchangeandarewelldefinedfわralli=1,-,k･

Therefore,WecanwritetheGinicoefficientofthenewincomeasinequation

(Bl).

Ge-∑R.lSi(e)G,･ (Bl)

Bydefinition,thesharesofeachcomponenttototalincomeareaS

follows:

ForifJ

andfori-1
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S,(e)=
(1+e)yj

iyか eyT

(B3)

Wenow deriveforthemarginalchangeintheGinicoefrlCientas

follows:

G=G(e)-G.

k A
=∑ Si(e)1%･G,I-∑ SiltpGii=I z'=1

k

-Els,(e)-Si]R,Gi
l=1

Solvingfops,(e)-Si,

ForitJ,

Si(e)-Si=
y.I y.

A k
∑嘉+ej;)I ∑yT
7=I i=1

A

Dividingthisby∑yT,weobtainequation(B5).
J=l

S.･ -eS.･S,･
S.･(e)-Si=- -Si=

1+eSj 1+eSj

Fori=J,

S,･(e)-Sj=(1+e)y,I JiTK K

∑yi+eyj ∑yi
i=1 1=l

A

similarly,dividingthisby∑yT,weobtainequation(B6).
Jl=l
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sJ･(e)-sJ-些±些 -S,-些 三 笠
1+eSj 1+eSJ･

Substituting(B5)and(B6)into(B4),wegetequation(B7).

k
G(e)-G.-Els,(e)-Si]R.G,7=1

寿 葦 RGl･些 空 RjGJ1+eS,

-責苛 RGi･葦 RJ･Gj

Now,Wecanexaminethederivativeasfわllows:

1imG(e)-Go
e･+0 e --S,.ei.-.i為 朝 .lei.-.B R,GJ

k
=-S,∑ SiliGi+S,RJGJhf3‖

Therefore,

%=sJ(R,GJ-G.)
aej
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Appen血Ⅹ6.C.DerivationOfEquation(16)

First,fromequation(14),wederiveforthemean valueofincomefrom

domesticsourcesanditscovariancewithF(yk.)asfollows.A

yk.-a+Ply,･

_ ∑(α･触 ･)

yk.- n n -α+PlyJ･

cov(yk･,F(yk･))-Covl(a･Ply,),F(yk,)]

-covkply,),F(yj)i

(14)

(C1)

(C2)

WenowcomputefortheGinicoefficientoftotalincome.Substituting

equation(14)intoequation(3),weobtainequation(C3).

yo=.;.y･･'a+plyJ･

Wegetthecovarianceinequation(C4).

covbo,F(yo)]-芸cov(yf,F(yo))･Cov(α,F(yo))･

Cov(Ply,.,F(yo))

Similarly,wegetequation(C5)fromequation(4).

Go-
妄cov(yz･,F(yo))

yo

.2lcov(PIE,A,F(y.))]
γo

(C3)

(C4)

(C5)

Thefirsttermoftherighthandsideofequation(C5),G去&,whichis

thesumofthedirecteffectofallsourcesofincomeexcepttheh'thone,Canbe

manipulatedandsimplifiedasfollows:(equation(C6))
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2,;.Cov(y"F(yo))

2cov(yi,F(yi))

×豊 ×2cov(y"F(yi))
2Cov(yL,F(yL)) y｡ yi

,Z,RLSLGL

2cov(yi,F(yL))

(C6)

Forthesecondtermortherighthandsideofequation(C5),Wecan

computeforitsGinicoefrlCient,G.2"A,asshowninequation(C7).

Go2'zd=2cov(Plyj,F(yo)×_ _PiZj
y. 2cov(Plyj,F(Plyj))

2cov(Plyj,F(yo)×塾
2cov(Ply,.,F(Ply])) y.

β,耳

--R,･Sk･jGj, WhereSk,)･=~㌃

2cov(βly,-,F(βly]))

βlyJ

2cov(Pjy芸EiPly,A))
PlyJ

(C7)

Therefore,theGinioftotalincomeisthecombinationofequations

(C6),and(C7),asshowninequation(16).

Go-嘉RiS･･GL'RjSk.jG,･-,Z.RL･SiGz･'RjS,･G,I'RjSk･jG,･L-)'

芸.RLSiGi'(S,A'S klj)RjG,A-.;.RLSiq'(S J)RjG,･
lll･)' L,･i

(16)

Takinginternationalremittancesasthejthsourceofincome,itsfull

effectonincomeinequalitycanbeassessedasitsdirectcontribution,shown

hereasequation(C8).

TotalContributiontoGini-SJ･RJGJ+Sk,jRJ･GJ･-SJRJ･G]
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Appendix6.D.DerivationofEquation(17)

% =(S,･-sk.i)(R)･GJ･-Go)
(17)

Equation(16)computesfortheGinicoefficientbeforethechange.We

rewriteitasfollows:

K K

Go-∑sLRiGLi(S,ISAT,I)R,Gj-∑siR,･GL･S,RjGJ･lIJJ Ir)
(16')

Ontheotherhand,underthesameassumptionsasforequation(9),

thenewGinicoefficient,duetotheuniformchangeinthejthincomebyeis

derivedasfollows:

G(e)-∑si(e)R,･Gi･(Sj(e)ISk,,.(e))R･jGJ･tdJ

-∑sL(e)R･･GiISJ(e)R.jG,･L■)
(D l)

wherethefirsttermontherighthandsideofequation(Dl)indicatesthesum

oftheGinicoefficientsofincomeswhichareindependentfrom eachother,

whilethesecondtermistheGinicoemcientofthejthsourceofincome,upon

considerationofitsinnuenceonthek'thsourceofincome.

Computingforthenewshares,Sl(e),Wegetthefollowingequations.

Fori#J,

SL(e)-

∑ yi･(yj･β1y,･)･e(y,･･βlyJ･)l～)

ForiFj,weuseequations(16･1)and(16･2)togetequation(D3).
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SJ(e)=
リβ

n+帆mL+nhu九
J

A
n+仇+九三

叫

(D3)

WecansolveforthechangeintheGinicoefficient,G(e)-G｡byusing

equations(16')and(Dl),shownhereasequation(D4).

G(e)-Go去∑(Si(e)-Si)Rz･Gi.(SJ(e)-SJ)RjG J･l■J

Fori#)

S
T

卯+1nrは川U
+i

:
2

叫
S
T

卯+1nH川は1
円rJu
g+〟U+九三

叫

Dividingthisby ∑ yi･(1Iβ1)y,･Willgiveusthefollowing･
E#)I

S,A(e卜 Si

where且
.

-i -si-SL･-SE(1'eSJ)-二生島
1+eSJ 1+eSJ 1+eSJ

g
T

卯+1nr■川U
十九∑

叫

Ontheotherhand,fori-J

SJ(e)-SJ-

and∫J…

(1+e)(1+

(1+Pl)yj

∑yL･(1･βl)yjl■J

I玖月
n+n

r十
節

Dividingthisby ∑ y.･I(1･β1)y,･Willgiveusthefollowing:
T'-)'

sJ(e,-SJZ号芳 一sJ-讐 碧

(D4)

(D5)

Bysubst,if,utingequations(D5)and(D6)intoequation(D4),wecan

solveforthechangeintheGinicoeLrlCientoftotalincome,asshownin
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equation(D7).

G(e,-Go≡∑RiG･･豊 十R,GJ･票 若付ノ
(D7)

since飽 -一 旦 と wheni=j,wecanrewriteequation(D7)as(D8).
1+eSJ 1+eSJ

K

G(e)-Go-芸RiG.･% ･子宝 R,.G,･

Toobtainequation(17),wefirstdivideequation(D8)bye.

讐 -iR･･GL･語 ･RjGji告

Takingthelimitorequation(D9),

li-警 ニーsJi-.(iRLGz･志)･5'.(R,.G,･竜一)
K

--sJ芸RiG･･SL･'R,･GjSJ

Hence,

亀 =-sJGo+R,･GJ･SJ=SJ(G,･RJ･-Go)
ae

Wecanderiveforequation(18)bydividingequation(17)byG｡.

∂G｡/∂e (S,A+Sk.,･XGJR,･)~~~~~~~~~=- :j

G. Go

一旦空色 -sJ
G｡

-(S,･+Sk･,I)
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Appendix6.E.An AlternativeEstimationoftheGimiCoencientinthe

MigrationandNo･MigrationRegimes

Inthisappendix,Wewilldiscussanalternativeestimationthatputs

intoconsiderationthepotentialincomeoramigrantandhiscontributionto

incomeanditsdistributionincasehestaysandworksinthesendingcountry.

InSection3above,asRodrigue乙pOintedout,itisassumedthat"themigrants

contributetohouseholdincomeonlywhentheyworkoverseas(andtherefore)

remittancesappearasaverysignificantgainforthenon･migrantfan ily''

(Rodriguezl,1998p.3381339).Byconsideringhispotentialcontributionina

counterfactualcasewhenthemigrantworksinthesendingcountry,wecan

deriveforthe"net"contributionofinternationalremittancestotheGini

coefficientoftotalincome.FollowingRodrigue21,Wefirstestimatehousehold

incomeaccordingtohollSeholdcharacteristics.Householdincomeisregressed

usingModel(〟:

logyn-a+irXn+叫 ‡+qM n+cn n-(1,-,m) (ModelA)

wherey〃representsthenaturallogarithm ofthetotalincomeofthenth

household,Xn isavectoroftheattributesoftheheadofthefam ily,and

demographicandgeographicalcharacteristicsofthishousehold,Anisthe

numberofadults(membersofworkingage),Mhisthenumberofmigrantsin

thefam ily,andα,β,♂,q7,6,theparametersoftheequation,correspondingto

theregressioncoefrlCientsandtheerrortermrespectively.

UsingthecoeLrlCientsobtainedin Model(A),Weconstructtwo

counterfactualincomedistributions;i.e.,whenthemigrantisathome,orthe

no･migrationregime,andabroad,orthemigrationregime(seetablebelow).
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Formigrationregime,wesubstitutethevalue1forM whileforthe

no･migrationregime,weusethevalue,M10.ForthevalueofA,theFIES

datashowtheactualnumberofadultsinthehousehold,representedasA'.

Forhouseholdswithamigrant,Weadd1totheactualnumberofadultsin

theno･migrationregime,whilef♭rhouseholdswithoutamigrant,wesubtract

1adultfrom theactualnumberofadultsrecordedinthesurveyinthe

migrationregime.Theactualnumberofadultswillbeusedformigrant

householdsinthemigrationregime;andhouseholdswithnomigrantsinthe

no･migrationregime.Thiswillenableustoconsiderthecontributionofthe

migrantinhis仙erhousehold'sincomeirhe/shehasworkeddomestically.Itis

possiblethatthenumberormigrantsperhouseholdismorethanone,butdue

todatarestrictions,Weshallassumethatthereisonlyonemigrantper

household.

r吋pe of HouseholdandRegime Migrationreglme N0-mlgrationreglme
HHwithmigrant A=A',M=1 A=A'+I,M=0

BycomputingfortheGinicoefficientoftotalincomeseparatelyfor

migrationandno･migrationregimesandcomparingthem,wecandetermine

irincomeinequalitydecreasesduetomigration,

UsingModelA,Weregressthenaturallogarithm ofthehousehold's

totalincome,log(YJasafunctionofage,age･squaredthatreflectsexperience,

familysize,numberofadults,definedashouseholdmembers25yearsoldand

above,anddummyvariablesforeducationofthehouseholdhead(dummyfor

collegeeducation=1),genderorthehouseholdhead(dummyfわrmale=1),
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householdheadhavingajobornot(dummyf♭rhavingajob=1),themarital

statusofthehouseholdhead(dummyformarried=l),urbanity(dummyfor

urban=1),andhavingamigrantmemberornot(dummyforhouseholdhaving

amigrantmember=1).TheresultsareshowninTable6.ll.

InTable6.ll,Wecanseethatallvariablesarestatisticallysignificant

atmorethan95%,andexceptforthedummiesforgenderandhousehold

headhavingajobornot,thevariablespositivelyaHectedhousehold'stotal

incomein1997.0fthehouseholdhead'sattributes,his/hereducation,marital

statusandageraisehouseholdincome.Ontheotherhand,households

headedbywomen seem tohavehigherincome,probablybecausetheir

husbandshavemigratedabroad.ThisgroupOffemale･headedhouseholdswill

haveabiginnuenceintheregressionresultsespeciallyirtheincomethese

householdsreceivefrom abroadiShigh.Householdsintheurbanareaalso

receivemoreincomethanthoseintheruralareas.Ofinteresttoouranalysis

arethepositivecoefficientsoftheactualnumberofadultsandthedummyfor

migrant.ThecoeLricientfortheformerislessthan thatofthelatter,implying

thatmigrantscontributemoretothehouSehold'Stotalincomecomparedto

theadultmemberswhostayinthePhilippines,OrCOmparedtowhenthe

mlgrantStaystOworkinthePhilippines.

Usingthecoefficientsderivedfrom Model(A),wecalculatedforthe

incomeofhouseholdwith andwithoutmigrantforthemigrationand

no･migrationregimes.Then,wederivedfortheGinicoefncientsunderthe

tworegimesusingequation(4).TheresultsareshowninTable6,12.For

referenceandcomparison,Wealsoincludedthevaluesusingactualdatafrom
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Table6.ll.RegressionResults:TheHouseholdIncomeFunction(1997)

DependentVariable:LogofTotalⅠncome

IndependentVariables Coefficient t-statistic
CharacteristicsorHead

Education O.435 90.81

Gender(male=1) -0.022★ -2.09

Job(hasjob=1) .0.054 -4.77
Maritalstatus(married=1) 0.087 4.42

Age O.017 ll.09

AgeーSquared O_000 -10.88
CharacteristicsorHousehold

urban(urban=1) OAO7 59.97

familysize O.023 ll.89
no,oradults 0.160 54.40

migrant(withmigrant=1) 0.356 34.64
Constantterm 9.237 233.85

NumberorObserVations:39520

R-squared O.4541

Adj.R.squared O.4540
F-stat 3286.99

Auvariablesarestatisticauysignificantatmorethan99%exceptforgender
':statisticallvsignificantatmorethan95%level.

Source:Author'sCalculationsfromFamilyIncomeandExpenditure
SuⅣey(FIES),1997.
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FIES.Fortheactualcase,Wesimplysubtractedinternationalremittances

fromtotalincometoderivefTorthevaluesfortheno･migrationregime.

Regar血nghouseholdincome,thechangeintotalincomeresulting

frominternationalremit,tancesislowerinModelA(at1.28%)thantheactual

case(at7.29%).Whenweconsiderthepotentialincomeorthemigrantifhe

hadstayedandworkedinthesen血ngcountry,theimpactorremittanceson

totalincomeisconsiderablylessthaninthecaseusingactualvalues.

AcomparisonoftlleGinicoemcientSbetweenthetworegimesalso

revealsaninterestingresultthatisdifferentfrom Rodriguez.Inthelast

columnofTable6.12,wecanseethatwhileintheactualcase,international

remittanceshaveraisedtheGinicoemcient,theyhaveloweredinequality

whenthepotentialincomeofthemigrantathomewasconsidered.Rodriguez

obtainedapositivemarginalchangeinbothcases.
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Table6.12.IncomeInequalityWithandWithoutMigration(1997)

HouseholdⅠncome(inpesos) Migration NoMigration %Change

Actual 123,761 115,347 7.29

ModelA 95,803 94,590 1.28

GiniCoefrlCient

Actual 0.4841 0.4423 9.45

ModelA 0.2609 0,3174 ･17.81

Source:Author'sCalculationsfromFamilyIncomeandExpenditureSurvey(FIES),1997.



Chapter7

SummaryandConclusions

Inthisstudy;wehaveexploredinternationalmigrationinthe

contextofeconomicdevelopmentofthesendingcountry.Wehaveshownthat

internationalmigrationisaverycomplicatedphenomenonthathasvery

importantimplicationsnotonlytothemigrantsandtheirfamiliesbutalsoon

thewelfareofnon･migrantsandonthenationaldevelopmentofthesource

countryingeneral.

Inorganizingthisstudy,wehaveimposedthefollowinglimitations.

First,Wedweltonlyontheissueoftheeconomiccausesandconsequencesof

internationalmigrationinthesendingcountry.Second,whileweareaware

that international migration and economic development are two
∫

interdependentphenomena,i.e.,oneiSbothacauseandaconsequenceofthe

other,wediscussedthemindependently,andassuch,Wewereabletoshow

thedirectimpactofeconomicgrowthoninternationalmigrationandthe

血rectimpactofinternationalmigrationoneconomicdevelopment.

Third,WetookthecaseorthePhilippinestogiveempiricalsupportto

existingtheoriesonlabormigration.ThePhilippinesiStheworld'sSecond

largest;andAsia'slargestexporteroflabor.Itisacountrywithalonghistory

ofinternationalmigrationdatihgbacktothecolonialtimes.Atthesametime,
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itisalsoacountryfacingthehardshipsandchallengesofeconomic

development丘)ralongtime.Finally,itsgovernmenthasconsideredthe

exportoflaborasasolutiontoeconomicdifficulties,andtherefore,hasbeen

activelyparticipatingin theoverseaslabordeploymentsector.These

conditionshavemadethePhilippinesaninterestingareatostudytheroleof

internationalmigrationineconomicdevelopment.

Although wehavealreadypresentedasummaryattheendofeach

chapter,wewilltrytointegratethem andgiveourgeneralfindingsinthis

Chapter.Wewillalsodiscussthepolicyimplicationsbasedonourfindings.

Finally,Wewillidentifysometopicsforfutureresearchinthefieldof

internationalmigration.

肝わ′dopeoplemLgTate?

Wehaveseenthatpeoplemigrateduetovariedeconomicand

demographicreasons.UsingaHarris･Tbdarotypemodelorrural･urban

migration,weshowedthatpopulation,earningsandunemploymentratesin

boththesourceandhostcountriesinfluencetheflow ofemigrants.The

growingpopulationinthesourcecountryIncreasesmigrationpressure,while

averageearningsreducesit.Ontheotherhand,populationandaverage

earningsin thehostcountrieshaveopposite effectson international

mlgrationfromthePhilippines.

Employmentratesinthesourceandhostcountriesarealsofoundto

haveanimpactontheprobabilitytomigrate.HarrisandTodaro(1970)

arguedthattheexpectedearnings(averageearningsmultipliedbythe
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employmentrate)areamorerelevantdetermhantormigration,butwedid

notfindanysupportforthisclaim.Instead,WefoundthatforFilipino

emigrants,consideringtheaverageearningsandemploymentratesas

independentvariablesprovided betterestimation ortheirimpacton

internationalmlgration.

Wealsodetectanasymmetryintheimpactoffactorsin thesource

andinthehostcountries.InthecaseofthePhilippines,factorsoriginating

fromthiscountryexertgreaterinnuenceontheprobabilitytomigratethan

thesamevariablesinthehostcountries,andthiscanbeexplainedby

asymmetricinformationaswellasnaturalandinstitutionalbarriersfoundin

thehostcountries.

Wealsofoundoutthatimpactofrecenteconomicanddemographic

transformationsinthesourceandhostcountriesonFilipinomigrationare

varied.ForthePhilippines,wecanseethatafter1987,economicconditions,

measured through GDP growth,have improved,Atthe same time,

government'sparticipationintheoverseasemploymentSectorhasintensified.

Thehostcountries,which wedividedintofourgroups,depending/On

geographicalproximityandeconomicanddemographicexperiencessince

mid･19808,havebeguntodealpositivelywithinternationalmigrationby

relaxingimmigrationrestrictions.Allthesecontributedtotheheightened

migrationfromthePhilippinessincethelate1980S.

WhomliTBteSandwhodoesnot?

Migrantlaborisnotahomogenousgrouporworkers.InthisStudy,
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wehave血awnsomeobservationsregar山ngthetrendsinage,gellder,

educationalattainment,occupationaljd)sand destination ofFilipinos

overseas.Themajorityofoverseasworkersareoftheirprimeageof25134

yearsOld.WealsodetectatrendtowardsthefeminizationofoverseasFilipino

workers.Thiscanbeattributedtotheincreasingdemandforfemalelaborin

thehostcountries.Manyoverseasworkersareskilled,asshownbythehigh

percentageofthosewhohavecollegeeducation.Moreover,thedemandfor

foreignlaborishighlyconcentratedinsomeoccupationalgroups.Weobserved

thatthemajorityormaleworkersareemployedasproductionworkers,while

majorityofwomenworkintheserviceindustries.Finally,wecanfinda

changeinthepreferencesofmigrantsastotheirdestinationandinthe

demandforforeignlaborabroad.Whileinthepast,thebulkofworkerswere

deployedintheMiddleEast,thenumberofworkersgoingtoEastAsian

destinationshavebeenontherisesincelate19808.

Therearespecificpatternsinpermanentemigrationthatarequite

differentfromthoseofoverseasworkers.Peopleaged15belowand60above

compriseabigshareinthenumberorpermanentemigrants.Theyarein

general,lesseducated(lessskilled)thanoverseasworkers.Ahigh percentage

ofthemarewomen,andareunemployedhousewivesorstudents.Theyare

alsohighlyconcentratedinUSA,Canada,AustraliaandJapan.Allthese

observationspointoutthat(l)themaingoalofFilipinoswhodesiretolive

abroadpermanentlyiSnotmainlytoworkbuttojoinrelativesabroad;and(2)

the hostcountries allow permanentemigration primarily fTor family

reunification.

264



How wl'n l'Dtematl'oDal mlgT:Btl'oD Impact On the economl'c

developmentandg210Wthalthesend1'DgCOZmtTy?

Inchapters2and3,Wehavediscussedhowinternationalmigration

willaffectdevelopmentthrough itsimpactonmacroeconomicfactorsrelated

tothemarketsfわrlabor,importsanddomesticgoodsandservices.Overseas

employmentgivesrelieftodomesticunemploymentproblemsduetohigh

populationandlaborforcegrowthandtheinabilityofthedomesticlabor

markettoabsorbthem.Theremittancesofinternationalmigrantsdefinitely

contributeinfinancingbalanceofpaymentdeficitsandsavings･investment

gapofasendingcountryintheprocessoreconomicdevelopment.Compared

toforeigndirectinvestmentsandofrlCialdevelopmentassistance(grantsand

aid),Overseasemploymenthistoricallyexperiencedlessintensenuctuations,

andinthissense,itisamorestablesourceofexternalfinancingfora

developingcountrylikethePhilippines.

OneofthemaincontriもutionsorthisStudyliesinitsempirical
l己■

treatmentoftheeffectofremittancestoeconomicdevelopmentthrough the

consumption expenditures channel.In section 5,we identified the

consumption,savingsandinvestmentpatternsofremittancerecipients,and

measuredtheaggregateandsectoraleffectofremittanceexpenditureson

gross output,employment generation and imports.We showed that

remittanceexpendituresarenot"unproductive"or"wasteful"atall,as

explainedbelow,andcanthereforebetappedasapotentialsourceof

economicgrowthinalabor･exportingcountrylikethePhilippines.
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Itwasfoundoutthatcomparedtothosewhodependsolelyon

domesticearnings,remittancerecipientsgenerallyspendless(intermsofits

sharetototalexpenditures)oncurrentconsumptionandincometaxesand

spendmoreonprivateinvestmentslikeeducation,realestateandbank

savingsandondurablegoodsforintertemporalconsumptionsuchashousing

and durablefurnishings,although theyhavelowernetsavingsrates.

However,ifwecombinenetSaVingsandprivateinvestmentstocomprisetotal

savings,recipientsin lowerincomebrackettendtosavemorethan

non･recipients.Thisleadsustoinferthatremittanceexpendituresarenot

entirely"wasteful"or''unproductive"astheyareusedactivelyininvestments

orSaved,andtherefore,remittancerecipientshaveastrongercontributionto

nationalcapitalformationthannon･recipients.

Wealsoquantifiedtheinitialandinducedimpactofremittanceson

the economy by using an input･Outputanalysisofthe consumption

expendture80fremittancerecipients.Althoughinitially,remittancesare

heavilyspentonsomeselectedor"favored"sectors,theireWectspreadsto

othersectorsbecauseoftheproduction"linkages"amongthem.Asaresult,

theirinitialexpen血ture80mCurrentCOnSumergoodsexpandproductionin

sectors"notfavored"byinitialremittancespending.

Howwl'll1'Dtematl'oDalmliTlat)'onal/ecttheL'ncomed)'stn'butl'onl'D

theseDdl'DgCOuDtTy?

Finally,Wealsolookedattheimpactoftheinnowofremittanceson

the血stributionorincomeusingadecompositionanalysisoftotalincome
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accordingtoitssources.Wefわundoutthatinternationalremittanceshavethe

leastcontributiontoinequalitywhilewagesandsalarieshavethehighest,

mainlybecausetheShareorinternationalremittancestototalincomeismuch

smaller,altllOughitismoreunequally血stributedcomparedtowagesand

salaries.Nevertheless,anincreaseininternationalremittanceswillleadtoa

moreseriousincomeinequalitybecauseanyincreaseinincomedueto

internationalremittancesaccruestoricherhouseholds,whichhavemore

adultmembersandwhosemembersaremoreeducatedandliveinurban

areaswhereinformationontheinternationallabormarketismoreaccessible.

Intllelightofincreasinginternationallabormobility,wecanpre血ctthatthe

potentialnegativeimpactofremittancesoninequalitywillbemoreevidentas

thecurrenttrendintheselectivityofmigrantscontinues.

Wealsofoundoutthatinternationalremittancesconsiderablyraise

domesticincomeasitsrecipientsarerelievedoftheirliquidityandrisk

constraintsandtherefわre,householdswithmigrantsaremoreinclinedto

investin,forexample,small･scalebusinesses.Suchpositiverelationship

betweenremittancesandotherincomesresultinastronger､pnequalizing

eWectofinternationalremit,tancesonincomedistribution.Atthesametime,

however,itresultsinastrongerpositivecontributionorremittancestosocial

welfare.

PolicyImplications

Wehaveseeninchapter3howthegovernmentorasen血ngcountry

exerts e恥rts to encourage internationalmigration oritspeople by
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participatingactivelyintheirdeployment,intheprotectionoftheirwelfare

andinthesendingoftheirearningstotheirfamilies.As such,overseas

employmentpolicieshaveevolvedfrom simplyanunemploymentmeasure

intoacomprehensiveschemethatalsotapsremittancesasanincome

strategyandbalanceofpaymentlifeline.Thisleadsusbacktothequestion･'

Zsl'DtematlloDalm如 tloneuecb'veasadet7elopmeDtStmtegy?

Theanswertothisquestiondependsonwhatweincludeinour

assessmentofeconomicdevelopment.Basedonourgeneralfindingsonits

impacton domesticproduction,employmentgenerationandbalanceof

payment,Weaffirm thatinternationalmigrationisanimportantfactorin

economicdevelopment.InthecaseofthePhilippines,economicsituation

coulddefinitelybeworsewithouttheFilipinosabroad.However,ifwe

considerotherissuessuchasitseffectonincomedistribution,onhuman

capitalformation,sustainabilityofforeign･ledgrowth,orothercoststhat

havenotbeenadequatelymeasuredyet,wecastourdoubtsifinternational

deploymentofworkersisthefactwineconomicdevelopment.

Thetask,therefore,isforthesendingcountrytomaximizethe

presentbenefitsfrominternationalmigration,andimprovementinpolicies

regar血ngremittancesandreturnmigrantscanbeagoodstartingpoint.It

canprovideincentivesformigrantstosendmoney,specificallythrough the

formal bankingsector,forexample,bygivingpremium interestrateson

remittances.Inthisway,thegovernmentwillhaveagreaterhandin

allocatingthemuch･neededfわreigncurrenciesin areasthatcanhighly

contributetoeconomicdevelopment,suchasthepurchaseorcapitalimports.
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RegardingreturnmlgrantS,governmentSupportisnecessaryinfinding

employmentin thedomesticjob marketorinestablishingsmall･scale

enterpriseswhenthereturnmigrantsChoosetoembarkonit.

Internationalmigration,however,shouldnotbealong･termanswer

toperennialeconomicprdblems.Thereisaneedtoimplementmacroeconomic

reformsintheareasoftrade,foreignexchangeandfinancethatwill

eventuallyresultinamorestablesourceofcapitalandforeignexchangefrom

abroadandgenerateemploymentdomestically.Asshowninchapter5,since

domesticproductioninthePhilippinesiShighlydependentonimports,the

governmentexertse仇)rtsinincreasingthelocalcontentofitsproducts,and

insodoing,generatedomesticemploymentandvalue･addedincome,and

reduceitsbalanceofpaymentdeflCit.Raisingdomesticwagesthrough higher

productivityisalsoanotherdomesticissuethatneedsgreaterattention.We

canonlycitegeneralpolicies,butthelistofnecessarypoliciescangoon.

However,onethingisclear:onalargerscale,itmustthinkofwaysto

improveitsmacroecono血icstabilitythatwillencouragedomestic･ledgrowth.

i

TopicsforFutureResearch

WeconsiderthisstudyasacrucialGlrStStepinconductingafull

studyortherelationshipbetweeninternationalmigrationandeconomic

development.Assuch,thereisstillsomuchworktobedone,bothinits

theoreticalandempiricalaspects.Here,Weidentifythreerelevantissuesin

whichfutureresearchstudiescanbeundertaken.

First,in mostofouranalysis,血stinctionbetween skilledand
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unskilled workerswas advertently omitted.In reality,however,the

determinantsormigration andthemigrants'contribution toeconomic

developmentwillalsodependontheamountorhumancapitalembo血edin

them.Inourfutureanalysis,wecanthereforeputintoconsiderationthe

classificationofworkersasskilledorunskilled,andexploreissuessuchas

b̀raindrain"and̀brainwaste"ordeskillingoflaborers.

Second,wecanalsolookintotheintertemporalandlong･runimpact

orinternationalmigrationinthesen血ngcountry.Forexample,Wecan

comparethespendingandsavingsbehaviorofremittancerecipientsintwo

di飽rentyearsandlookatthedynam icchangesinthem,andthenrelate

them totheircontributionorimpactontheeconomyattheaggregateand

sectorallevels.WemayalsogetinterestingresultsbylookingintotheeWect

ofactualremittancesonincome血stributionusingpaneldata.Atpresent,

however,theinavailabilityoflongitudinaldatainthesourcecountryimposes

greatlimitationsin conducting research studiesin these aspectsof

internationalmigration.

Finally,here,wehavedealtmostlywiththeone-wayanalysisofthe

directimpactofinternational migrationoneconomicdevelopmentorv2'ce

ye欄 .However,itisalsorelevanttolookdeeperintotheinterdependent

relationship between internationalremittances and economic growth,

theoreticallyandempirically,byconstructingamodel(systemofequations)

representingallsectorsoftheeconomyofthesendingcountry,includingan

internationalmigrationsector.
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