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Introduction

Introduction

3.5 percent of the world population - more than 280 million people -
lives outside their countries of birth.

Many of them are temporary workers in richer parts of Asia

e.g. Saudi Arabia, UAE, Qatar, Malaysia, Singapore
Bangladesh and Nepal alone send over 1 million workers every year to
Malaysia and the GCC countries

Remittance by migrants is an important source of revenue in many
sending countries

Kyrgyz Republic (33 %), Tajikistan (29%), Nepal (28%)
Pakistan (6.7%), Bangladesh (5.7%), and India (2.9%)

Migration is seen, by economists, as one of the most effective
development interventions (e.g., Clemens, 2011)

But policymakers in many countries (e.g., Nepal) are cautious about
the scale of migration.
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Introduction

Why does scale matter?

If a small proportion of a community migrates, impacts confined to
the immediate family
But large-scale of people leaving will have impacts in the origin
communities beyond the immediate family

Concerns:
Labor supply in the origin communities shrink
Farmlands remain fallow (Adhikari and Hobley, 2013), factories shut
down
Employment falls - worsening welfare outcomes for those remaining
behind

But:
Scarcity induces participation from people outside the LF
Remaining labor becomes more productive, e.g., through technology
adoption
‘Bad’ and unproductive farms and businesses exit (healthy churn)
Remittance leads to increased demand and increased ability to finance
business ventures
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Introduction

This paper

How has large-scale migration affected poverty and labor force
outcomes?

In the context of the rapid increase in migration from Nepal between
2001 and 2011
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Context

Drastic increase in migration from Nepal since 2000
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Context

Migration driven by Malaysia and GCC destinations

From about 3.5 percent (around global average) in 2001 to about 7.4
percent in 2011 and 2021.

Largely male (more than 80%) for low-skill work in the GCC countries
and Malaysia

Largely intermediated by informal recruitment agents throughout the
country
Malaysia: cost $1,600; monthly wage $440; employment contract of
2.5 years on average
GCC: cost $1,000; monthly wage $420; typically 2 year contracts

From 8 percent of male WAP to 16 percent!!

By 2011, foreign employment was bigger than domestic wage
employment for males aged 15-44 in rural areas

... and only slightly smaller than domestic agriculture
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Context

non-India migration has become pervasive by 2011
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Data

Data and empirical strategy

Data:

Population and housing census 2001, 2011
Nepal Living Standards Survey 2010

Empirical Strategy: To identify the impact of village-level migration.

Instrumental Variable: Village level migration rates in 2001 as
instrument of village level migration rate in 2011

Mhv =α1 + γMv ,2001 + δXhv + νhv

yhv =α2 + βMhv + δ′Xhv + εhv (1)

Difference-in-difference: At the village level

yivt =βMvt + µt + γv + εivt (2)
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Results and discussions Poverty and consumption

Poverty falls with migration to non-India destiantions
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... but not so much with India migration
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Results and discussions Poverty and consumption

Same results at the household level too

IV estimates

Rural results more precise than urban ones
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Results and discussions Poverty and consumption

Where does the remittance income go?

Large concerns in Nepal about where the remittance income is going.

Where should it go? Permanent Income Hypothesis:

if permanent income: consume most of it
if transitory income: save/invest most of it

Remittance income in this context is somewhere in between

Literature on the marginal propensity to consume out of income
shocks:

Paxson (1993) finds MPC of 0.7 for permanent income shocks and 0.3
for transitory income shocks in Thailand.
Haushofer and Shapiro (2016) finds MPC of 0.2 for purely transitory
cash transfers in Rural Kenya
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Results and discussions Poverty and consumption

MPC of remittance incomes between 0.4 - 0.7
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Results and discussions Poverty and consumption

Summary: consumption and poverty impacts

Large poverty and consumption impacts both at the village level as
well as the household level.

Particularly for non-India (Gulf & Malaysia) migration
No impact for India migration

Households spend half (40% rural, 70% urban) of their remittance
incomes in consumption.

In rural areas, most of the consumption is towards food, followed by
durables and non-durables
In urban areas, high expenditures in durable, non-durables, and
education.

Large-scale migration has led to rapid reductions in poverty

Gulf-Malaysia migration can account for 40% of actual decline in
poverty between 2001 and 2011.
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Results and discussions Labor market impacts

Wages go up in the labor markets

Gulf-Malaysia migration between 2001 and 2011 increased wages by
8% (14% for females), and agricultural wages by 14%
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Results and discussions Labor market impacts

Significant increases in labor market participation
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Results and discussions Labor market impacts

Summary: labor market impacts

Wage increases in response to migration, consistent with well
functioning labor markets

most prominently in agriculture, but also in other sectors (both for men
and women)

LFP increases. For men:

in HHs with a migrant: increases in agricultural and entrepreneurship;
fall in wage and self employment
in HHs without a migrant: increase in overall employment; especially in
agriculture and entrepreneurship

For women:

in HHs with a migrant: incease in wage employment and
entrepreneurship; fall in self-employment
in HHs without a migrant: increase in overall employment, especially in
non-farm sectors

Consistent with migration promoting entrepreneurship; increasing
productivity in agriculture; and increased overall demand

Shrestha (2017) Large-scale migration impacts Migration in South Asia 16 / 17



Results and discussions Labor market impacts

Summary: labor market impacts

Wage increases in response to migration, consistent with well
functioning labor markets

most prominently in agriculture, but also in other sectors (both for men
and women)

LFP increases. For men:

in HHs with a migrant: increases in agricultural and entrepreneurship;
fall in wage and self employment
in HHs without a migrant: increase in overall employment; especially in
agriculture and entrepreneurship

For women:

in HHs with a migrant: incease in wage employment and
entrepreneurship; fall in self-employment
in HHs without a migrant: increase in overall employment, especially in
non-farm sectors

Consistent with migration promoting entrepreneurship; increasing
productivity in agriculture; and increased overall demand

Shrestha (2017) Large-scale migration impacts Migration in South Asia 16 / 17



Results and discussions Labor market impacts

Summary: labor market impacts

Wage increases in response to migration, consistent with well
functioning labor markets

most prominently in agriculture, but also in other sectors (both for men
and women)

LFP increases. For men:

in HHs with a migrant: increases in agricultural and entrepreneurship;
fall in wage and self employment
in HHs without a migrant: increase in overall employment; especially in
agriculture and entrepreneurship

For women:

in HHs with a migrant: incease in wage employment and
entrepreneurship; fall in self-employment
in HHs without a migrant: increase in overall employment, especially in
non-farm sectors

Consistent with migration promoting entrepreneurship; increasing
productivity in agriculture; and increased overall demand

Shrestha (2017) Large-scale migration impacts Migration in South Asia 16 / 17



Results and discussions Labor market impacts

Summary: labor market impacts

Wage increases in response to migration, consistent with well
functioning labor markets

most prominently in agriculture, but also in other sectors (both for men
and women)

LFP increases. For men:

in HHs with a migrant: increases in agricultural and entrepreneurship;
fall in wage and self employment
in HHs without a migrant: increase in overall employment; especially in
agriculture and entrepreneurship

For women:

in HHs with a migrant: incease in wage employment and
entrepreneurship; fall in self-employment
in HHs without a migrant: increase in overall employment, especially in
non-farm sectors

Consistent with migration promoting entrepreneurship; increasing
productivity in agriculture; and increased overall demand

Shrestha (2017) Large-scale migration impacts Migration in South Asia 16 / 17



Conclusion

Table of Contents

1 Introduction

2 Context

3 Data

4 Results and discussions
Poverty and consumption
Labor market impacts

5 Conclusion

Shrestha (2017) Large-scale migration impacts Migration in South Asia 16 / 17



Conclusion

Conclusion

Migration, even at large scale, can be a force of transformation.

increased migration can move many out of poverty
improves labor market outcomes even for those who do not migrate

Large role for policy to facilitate gainful migration (e.g., to the Gulf &
Malaysia)

especially in areas with high levels of poverty and poor labor market
prospects
and among the poor & vulnerable households
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Conclusion

THANK YOU!
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