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Abstract

International remittances play a crucial role in the economic management of each country, especially
in developing countries. Its functions are diverse, including procurement of foreign currency, serving
as a cushion for the balance of payments and foreign exchange reserves by reducing the adverse
external shocks, driving economic growth, easing the gap between the rich and the poor, and
maintaining macroeconomic stability. However, previous studies on remittances have mainly focused
on macro-and micro-economic aspects to analyze the determinants. Therefore, this study attempts to
identify the determinants of remittances in 122 countries over the past 25 years from macroeconomic
and educational aspects as well as institutional qualities. In addition, given the fact that almost all
of the world's top 10 recipient countries in terms of GDP and total remittance size are developing
countries, developed and developing countries are separated and analyzed for comparison, assuming
that there may be a difference between the two groups. Results show that the coefficients of
developed and developing countries are different in four areas: Control of Corruption (CC), Rule of
Law (RL), Voice and Accountability (VA), and Regulatory Quality (RQ) among the six institutional
variables of interest in this study. These results implicate that even the same institutions and policies
should be applied and implemented differently depending on the circumstances of each country. In
addition, as suggested by the World Bank, policymakers in all countries should double their policy
efforts to lower the costs of remittance and improve access to the financial system for immigrants
or dispatched workers to ensure a steady inflow of remittances.

Keywords: Financial development index, Institutional quality, Panel data, Remittances
JEL Classifications: E02, E31, F24, O15

* Author, E-mail: yoon9001@korea.ac.kr
© 2022 The Korea Trade Research Institute, All rights reserved,



90 FHstER] Al47E A2Z (20224 49)

r
ofy
ol
rlo

geo = 93 x

9 g 3o Fo Folg FAFA} 9
shfrate] A WAl Al 9% (Cushion) i3
S BRI e FaE oY AT 22
g @ & oduk w8, 9% FHdlw AY >
U ANBA AL HAY 5 dor A
ARRES DAL N AdE 48T 5
Sl

teFgt 7155 B8t tt(ouini,
2015; Taylor, 2004). Al}7} & €] 52 W3k
FALe vlal] A o2 FYARI 95t g5e
T2 ¥Ho]7|= 3lh(Helbling, Batini and
Cardarelli, 2005). °o]¥ A}AE& FZ2nfo]# 2
HAs-19(0]3F L2 19)9) w2 47|13 A ol
T ETEAL HI7HAY 9] S5 FoldA
T odls] =ejdtt (Fig. 1) oA BHolFe= A
A9 200853~2009d A AAE et =2
471 20208 2 AAIEAY]F(World
Health Organization)7} 2 AAZ 7AW
(Pandemic) & AAJgt 21} 19 2 sk
R FAo] & wWE ALstile e F5
o Ay Wl FEs Fheha o

S ojm )04 sle] o] o]
;(]&_;Qo = ?7]_—3]__,*7_ ol‘— 7-1017]],') GHQ /\:L
4@7&30%%45{ 7|1& A7l Ed =2
A A, B Qi ThEEe] 4ERE Wol
271 Si ol 571, 54, b} 23 2l
1] A W, A, vl B % sl
H?F'] 32 /\].74 =i /\}ﬂ L EHH] E?ﬂ XA

53, o, ~rzel ololE sig FAh 57
o $7 Fo= ud & ot B2 55
AL A F3 AL WA A

=

o
11:— pivd “HT-‘Z‘Oﬂ E’_E— 3] <] {-;——E,Lo] o] 47}A] ¥

B
%0
+
8
®

e S
A, Sayan (006)& 39 $FE A oJebd
575k w4 £712 PRY Ao

shARE & 9] F=ol gk A as A
How Asinw, Aus tka wsv) Bl
go] 9188 FIT AUk, ANAAN 2
oA, AT elold, 2 olulat Fe o
of 971 =R} AAFek o) Alole] 4

FEu 259 o], 88 HEA, $F 1E%
57 el Beld £31 AR olnl 43, 9
4 qgel F aclom AR
(Akkoyunlu and Siliverstovs, 2013; Gupta,
2006; McNabb, 1999). =& o[rl Ao} 3
;‘(]XJ o]-7§/ﬂo 7g‘];<4 jo zﬂr:;d Z:U—‘]OE
T2 T vk wAIBAA "E‘Oﬂf\i LR |
olRIzte] A5 FEI W FFE, AE T, ?SH
o] A 7Y, E= FFA 5 S0l ﬁa%, a4l
o2 7% JdH(Melkonyan and Grigorian,
2012; Rapoport and Docquier, 2006), d& &
©], Faini (1994)= 8212 4, g8, 56
A Aol wheh FEol A S T
e d7EH#E AAPL Koksal and
Liebig (2005)= E=3} o9l AF=xo] &5
T zbol, RIEdeld, A F, BAEE
ool hAEeM AdHE ZerdGFTt =
H)o] FH ajlolgh= BA 235 A3
Abdel-Rahman (2006)2 3% 11T A5
Tl 38 FFE PAA, = F
Aol JgS wFYga o Schrooten
(2005)2 ALEFe] F7HES tdes 5 2
A acls Bl AAEEC] 1A
oJsro thr|dog= u]u]o]_;qu]— 2712
Frolgh 27 a]loln A= W dYgEo
255 3] T Wi A
t}. Ricketts (2011) &3+ HE GDP, =g
Hrrke Adsol b4 2 GFe vAE
Hgka 43900}, Bang, Mitra and Wunnava
013)= T8 At A=rh Sael At
F v dFEhe JF ARE AR
Schiopu and Siegfried (2006)& 252 =}o]7}
F5 glolghu, Y AT A3E 2=
sel 3L FA 57 noke AEES AT
olebd] F7]ell oa ®lRd Aeolgt It
olFx Z= A °‘°1 a9l Fuo AA

o r{r
o >
o Wi r1r i

35—

il
o

2 ¥

F

g, 53] Tt A5 IrkEdAls v
T8 o Ad Obl A mylk ofa}
T 7N Z(Official Development Aid, ©]3}

ODA)Y | 9] 2|3 2K Foreign Direct Investment,
oJ3} FDDET} ¢ & #EZ FY= o] 4
AE 2Feted 2 B/ 9498 g9l

@ 5 ek aEl3 FFo) o FoiAE B



nnnnnn

e | wy-30 d Widdle-Income Courtries

ey
fo

N
P
iy
oxl
o
-0,
=
H
B
[l
>
1
10
=
kI
%
©

219
020

Source: Author's calculation based on World Bank Data (2021).
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Table 1. Top 10 Countries of Remittances' Share of GDP and Top 10 Recipient Countries

(Unit: %, US$ million)

Country Share of GDP Country Remittances
1 Tonga 37.7 1 India 717,571.1
2 Somalia 35.3 2 China 625,518.5
3 Lebanon 329 3 Philippines 300,711.9
4 South Sudan 29.5 4 Mexico 299,510.4
5 Kyrgyz Republic 29.4 5 France 246,571.2
6 Tajikistan 27.3 6 Egypt 214,517.4
7 El Salvador 24.1 7 Nigeria 210,644.7
8 Honduras 23.5 8 Pakistan 186,667.0
9 Nepal 23.5 9 Germany 162,966.7
10 Haiti 21.8 10 Bangladesh 153,096.7

Notes: Share of GDP denotes remittances as a share of GDP in 2020, and cumulative remittances of

2011-2020.
Source: World Bank (2021).
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Fig. 2. Remittance Trends of Korea from 1996 to 2020
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Table 2. Summary Statistics for Developed Countries

Variables Obs. Mean Std. Dev. Min Max
Population 506 3.919e+07 6.519e+07 268,916 3.295e+08
per capita GDP 506 44,920 20,375 11,498 123,514
Inflation 506 1.758 1.482 —4.478 12.69
Education 429 1131 16.60 87.81 163.9
cC 481 —0.0653 0.961 -1.560 2.116
GE 480 -0.0775 0.905 -1.780 2.007
PV 487 -0.0124 0.874 -2.211 1.454
RQ 480 -0.0762 0.966 -2.363 1.933
RL 491 -0.0039 0.997 —2.346 1.923
VA 480 0.0112 1.010 -1.797 1.668
Remittance 506 3,825 4,889 0 26,879
FD 506 0.664 0.238 0 1
GFC 506 0.0909 0.288 0 1

Table 3. Summary Statistics for Developing Countries

Variables Obs. Mean Std. Dev. Min Max
Population 2,609 4.432e+07 1.669e+08 78,904 1.411e+09
per capita GDP 2,570 5,747 9,489 101.1 85,076
Inflation 2,319 9.062 87.32 -18.11 4,145
Education 1,653 69.19 28.06 5.932 142.0
cC 2,520 0.00024 0.979 -1.905 2.391
GE 2,513 —0.0054 0.980 —2.475 2.106
PV 2,519 0.0408 1.009 -3.181 1.965
RQ 2,513 -0.0157 1.014 -2.530 2.226
RL 2,553 0.0088 0.989 -2.130 2.037
VA 2,544 0.0507 1.028 -2.313 1.738
Remittance 2,618 2,373 7,526 0 83,332
FD 2,618 0.173 0.172 0 0.787
GFC 2,618 0.0909 0.288 0 1
(2010)°ll W= AF7HA] A= ¥ S AN Faol mxl JFs AHEIA} S}

Wzol thgk dAE Aol= gl SRRt Al
23 olA JhE Ax BE AFE ATFAE
Al wol o]gHaL gl dolHuelazs AT
2ol St ksl &8 = "ot
weba] B ATeME 3l #of, F = TR
e Ax HEE ol8ste] A= Tjeae

[€]
FDE F870A]47(Financial Development
Index) & Lrehllv] 2414 2 JE=g e}
Wt} Educatione 1l 552 tiElshs WHER
%58t 555 (Secondary school enrollment)
< 9Ju]Etal GFCE 2008Wd~2000d 228 &
49171(Global Financial Crisis)& o] 2]3l= ¢



Table 4. Estimation Results for Developed Countries

i
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A
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Variables Pooled OLS Fixed Effects GLS Tobit
Population 0.552"** 1,547 0.552"** 0.553"**
(0.0337) (0.453) (0.0331) (0.0332)
per capita GDP 0.340" 1.060™* 0.340™ 0.345"*
(0.120) (0.0995) (0.118) (0.119)
FD 0.899"** 2.4 0.899"* 0.903"**
(0.235) (0.308) (0.231) (0.231)
cC -0.410" —0.524*** -0.410™ -0.412™
(0.167) (0.101) (0.164) (0.165)

GE -0.173 0.356™* -0.173 -0.179
(0.174) (0.102) (0.171) (0.172)
PV 0.674"* -0.0396 0.674* 0.674*
(0.0892) (0.0589) (0.0877) (0.0879)
RQ 0.515 -0.0951 0.515"* 0.524*
(0.139) (0.0775) (0.137) (0.137)

RL 0.162 0.274™ 0.162 0.162
(0.173) (0.109) (0.170) (0.170)
VA —0.645 -0.319 -0.645 -0.645
(0.0875) (0.0854) (0.0860) (0.0862)

Inflation -0.039%4 -0.0228" -0.03%4 -0.0381
(0.0308) (0.0121) (0.0302) (0.0303)

Education -0.217 -1.091*** -0.217 -0.210
(0.337) (0.227) (0.331) (0.332)

GFC 0.133 -0.0304 0.133 0.133
(0.137) (0.0511) (0.135) (0.135)
Constant -4.572* =25.42"" -4.572" -4,693™
(2.407) (6.413) (2.366) (2.373)

Obs. 384 384 384 384

R-squared 0.674 0.684
No. of country 23 23 23 23

Notes: 1. Standard errors in parentheses
2. 7 p0.1, ™ p<0.05, ™ p<0.01
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B Ao ARg3)l 2] 45 (Remittance)
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FD+= =870 A <4=(Financial Development
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96 FHEIA A47H A2z (2022 4€)

Table 5. Estimation Results for Developing Countries

Variables Pooled OLS Fixed Effects GLS Tobit
Population 0.882"* 1.388™* 0.882"** 0.883"*
(0.0275) (0.249) (0.0273) (0.0273)
per capita GDP 0.0997 0.954"** 0.0997 0.0999
(0.0651) (0.0547) (0.0648) (0.0648)
FD -1.410"* 0.501 -1.410"* 1.4
(0.332) (0.332) (0.330) (0.330)
CC 0.400"* -0.0646 0.400™ 0.400"
(0.146) (0.102) (0.145) (0.145)
GE -0.138 -0.0311 -0.138 -0.138
(0.171) (0.110) (0.170) (0.170)
PV 0.245 -0.108 0.245 0.245*
(0.0773) (0.0574) (0.0769) (0.0769)
RQ -0.221* 0.324 -0.221* -0.221"
(0.133) (0.0950) (0.133) (0.133)
RL -0.275 -0.205" -0.275 -0.275
(0.168) (0.111) (0.167) (0.167)
VA 0.196™ 0.00337 0.196™ 0.196™
(0.0836) (0.101) (0.0832) (0.0832)
Inflation -0.0348* -0.00154 —0.0348"* -0.0348"*
(0.00593) (0.00276) (0.00589) (0.00590)
Education 1.637"* 0.842* 1.637°* 1.638"*
(0.135) (0.130) (0.134) (0.134)
GFC 0.179 0.0576 0.179 0.180
(0.139) (0.0535) (0.138) (0.139)
Constant -15.15""* =21.2T"" -15.15"* -15.16"
(0.664) (3.644) (0.660) (0.661)
Obs. 1,246 1,246 1,246 1,246
R-squared 0.544 0.576
No. of country 9 9 9 99

Notes: 1. Standard errors in parentheses
2. " p0.1, ™ pc0.05, ** p0.01
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