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Introduction

� Migration in Europe

� Diminishing travel costs

� Opening-up of labor markets

� Behavior of migrants

� Decision to return depends on migration costs

� Circular migration

� Return migration

� Closed labor markets and temporary contracts
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Related literature: 

Migration and Remittances

� Main focus on microeconomic aspects

� Familial arrangements

� Risk diversion, consumption smoothing, inter-generational 

finance of investments

(Rapoport and Docquier, 2005)

� Some macro econometric studies

� Remittances and labor supply (Fajnzylber and  Lopez, 2008)

� Few macroeconomic models

� Remittances and the business cycle (Durdu and Sayan, 2010)

� Remittances and Dutch disease (Acosta et al., 2009)
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In this study…

We are interested in the macroeconomic effects of  migration and 

remittances

� Are there „Dutch disease“ like effects?

� Is there an outflow of purchasing power?

Therefore we:

� Estimate the amount of remittances 

� Individual characteristics of  the migrant

� Characteristics of the partner

� Calibrate a altruism coefficient
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The Households

� Utility of households:

� Optimum amount of remittances
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Nested structure of consumption
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Utility maximization

� Stone-Geary preferences
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Nested production structure
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The firms

1. nest 2. nest
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The firms

3. nest
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Trade structure
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The  world economy

�Supply of exports and domestic production

�Demand for imports and domestic production
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The government

�Demand for factors
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Equilibrium

�Goods markets

�Factor markets
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Equilibrium

�Balance of payments
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Empirical Results

� Temporary migrants 

� Have a higher probability to remit

� Remit a higher amount of money

� Personal characteristics

� Female migrants remit a smaller amount of money

� Partners  migration plan influences  remittances

� With rising years since migration remittances diminish
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Estimates
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Estimates
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Calibration

� Altruism coefficient is calibrated 

� For every generation of migrants

� For temporary and permanent migration plans

� For preferences as natives

� Calibration of other model parameters

� Consumption from the German microcensus

� Social Accounting matrix from Eurostat I-O tables

� Some parameters from the literature

� Armington, wage curve, substitution elasticities
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Scenarios

� The three scenarios rely on

� Migration estimates from Baas/Brücker 2010

� Remittances worth 380 million USD

� Scenarios

� 1) Migrants act like natives

� 2) Temporary migration plan 

� 3) Permanent migration plan 
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Simulation results

� Remittances foster trade

� Exports are rising by 0.09 per cent (Intra-EU)

� Imports are rising by 0.09 per cent (RoW)

� Remittances increase GDP slightly

� Remittances foster redistribution of production 

� Manufacturing production is rising

� Services production is shrinking
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Simulation results
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Simulation results
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Conclusions

� Opening-up of labor markets

� Could increase temporary migration

� Temporary migrants 

� Are more likely to remit and send a higher amount of money 

back home

� Remittances from Germany  

� Foster trade and improve the trade balance

� Increase GDP slightly

� Induce a redistribution of production


