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SUMMARY

Miilions of people worldwide choose migration as a livelihood strategy, with
the households and communities staying behind relying heavily on remittance
inflows. The question of whether migration is beneficial to the households and
individuals staying behind is an important one, because the effects may occur in
different spheres and over time and they may not always be straightforward. This
calls for a detailed examination of how migration affects the well-being of house-
holds and individuals staying behind in migrant-sending communities.

Accordingly, this thesis evaluates the effects of participation in international
migration and remittances on the well-being of households and individuals in mi-
grant-sending communities in Kosovo. Adopting a pluralistic conceptualization of
well-being and utilizing a mix of quantitative and qualitative methods of investi-
gation, it advances the current global migration debate on the effects of migration
on the development processes in low- and middle-income economies.

First, the dynamic effects of migration and remittances on households’poverty
and income distribution are estimated. Based on a nationally representative data-
set and using state-of-the-art matching techniques, we measure impacts based
on counterfactual scenarios, and, for the first time, take a step forward by applying
a dose-response function approach to assess poverty effects due to variations in
the time-length of receiving remittances. Our findings show that remittances al-
leviate both absolute and relative poverty levels and lead to marginal increases in
inequality for the case of Kosovo. We further demonstrate that - although poverty
reduction effects are stronger in the short-run - remittances have a positive pov-
erty reduction effect over time.

The effects of migration and remittances on households’expenditure behavior
are further assessed. The empirical results indicate that participation in migration
reduces households’ budget share for household food consumption with no im-
mediate impact on households’ budgetary allocations for business investments,
health, and education expenditures. Our interpretation of such findings is that
participation in migration does not cause substantive changes on the spending



behavior of households with migrant family members, while remittances are pre-
dominantly used to cover basic consumption needs.

Second, participation in migration and remitting patterns are linked to broad-
er and sometimes contradicting outcomes of well-being. Utilizing a case study
research approach, we provide an in-depth analysis of these complex interlinkag-
es between migration, remittances, and the well-being of migrant-sending com-
munities. While we illustrate how remittances often protect families from poverty,
there are negative outcomes as well. Social comparisons to migrants influence the
migration aspirations and the subjective well-being of individuals in the village
communities. Together with the delineation of a minimum remittance income, it
turns into a barrier for participation in the local labor markets. In particular, wom-
en’s disengagement from work leads to increased vulnerability and economic
dependency with negative implications for their empowerment and well-being.

Our research contributes to the most recent migration research in three main
aspects. First, the study applies novel econometric techniques to estimate dynam-
ic welfare effects of migration. Given the scarcity of panel data in our field of study,
the approach opens a new methodological venue for future impact assessments
in the absence of longitudinal data. Second, the analysis of the broader well-be-
ing outcomes of migration shows how the current migration and development
agenda should be redefined to recognize improvements in well-being as a dy-
namic process that includes not only material welfare, but also aspects such as
happiness, independence, empowerment and more. Third, our empirical findings
contribute to closing an empirical gap in research by highlighting migration and
remittance effects in the highly remittance-dependent, but under-researched Eu-
ropean and Central Asian transition economies.



LUSAMMENFASSUNG

Weltweit werden Millionen Menschen zu Wirtschaftsmigranten, indem sie Migra-
tion zur Grundlage ihrer Beschéftigungsstrategie machen. Sie versorgen oftmals
die im Entsendeland zurilickbleibenden Familienmitglieder durch Rickiberwei-
sungen. Viele Haushalte und Kommunen sind in hohem Mafe auf diese Gelds-
endungen angewiesen, in wieweit diese Migrationsstrategie flr die verbliebenen
Haushalte und Kommunen allerdings tatsachlich vorteilhaft ist, ist eine wichtige
und in der Wissenschaft noch nicht ganzlich gel6ste Frage. Ein Grund dafiir ist,
dass die Effekte in unterschiedlichen Bereichen und zu unterschiedlichen Zeit-
punkten auftreten kénnen und auch nicht immer einfach zu messen sind. Die-
se Komplexitdat macht es erforderlich, die Wohlfahrtseffekte von Migration und
Ruckiberweisungen in ihrer Vielschichtigkeit zu betrachten.

Die vorliegende Arbeit nimmt sich der Herausforderung an, die Auswirkun-
gen der Teilnahme an internationaler Migration und Rickiiberweisungen auf die
Wohlfahrt und Lebenszufriedenheit der im Entsendeland verbliebenen Haushalte
und Individuen zu analysieren. Betrachtet wird hierzu empirisch der Fall des Koso-
vo. Eine pluralistische Konzeptualisierung des Wohlfahrtsbegriffs und der Einsatz
sowohl quantitativer als auch qualitativer methodischer Ansatze, soll die globale
Migrationsdebatte zur Frage nach dem Zusammenhang von Entwicklung und
Migration in mittleren und einkommensschwachen Landern vorantreiben.

Zunachst werden die dynamischen Effekte von Migration und Ricklberwei-
sungen auf die Armutsinzidenz und die Einkommensverteilung geschatzt. Grund-
lage fiir die Berechnungen ist ein auf nationaler Ebene reprasentativer Datensatz.
Zur Anwendung kommen dem Stand der Wissenschaft entsprechende 6konome-
trische Matching-Techniken zur Schédtzung von Kausaleffekten. Diese Effekte wer-
den mithilfe von kontrafaktischen Szenarien gemessen. Zudem kommt in dieser
Arbeit erstmals eine ,dose-response’ zur Messung von Armutswirkungen basie-
rend auf variierender Dauer seit Beginn des Erhalts von Riickiiberweisungen zur
Anwendung. Die Analysen zeigen, dass Rickliberweisungen sowohl das absolute
als auch das relative Armutsniveau verringern und zu einem leichten Anstieg der
Ungleichheit im Fall von Kosovo fiihren. Weiterhin wird gezeigt, dass — obwohl die



Effekte der Armutsreduktion kurzfristig starker sind — Riickiiberweisungen auch
langerfristig einen positiven Effekt bei der Armutsreduktion aufweisen.

Im Weiteren werden die Auswirkungen von Migration und Riickiiberweisun-
gen auf die Verwendung des Haushaltsbudgets betrachtet. Der Anteil der Aus-
gaben fiir Lebensmittel reduziert sich zwar leicht, allerdings ohne unmittelbaren
Einfluss auf die Anteile der Ausgaben fiir Geschéftsinvestitionen, Gesundheit und
Bildung. Migration und Riickiiberweisungen haben also offenbar keine substanzi-
elle Wirkung auf die Ausgabenstruktur, da Rickiiberweisungen vorwiegend ver-
wendet werden, um die Grundversorgung zu sichern.

Die liber das Einkommen hinaus gehenden und manchmal widerspriichlichen
Folgen von Migration und Rickiiberweisungen fiir die Wohlfahrt und Lebenszu-
friedenheit der Empfangerhaushalte, werden auf Basis einer Fallstudie untersucht.
Diese erlaubt eine tiefergehende Analyse der komplexen Verbindungen zwischen
Migration, Riickiiberweisungen und der Wohlfahrt auf individueller, Haushalts-
und kommunaler Ebene. Wahrend einerseits bestatigt wird, dass Riickiiberwei-
sungen Familien oftmals vor Armut bewahren, kommen in der Fallstudie verstarkt
auch negative Auswirkungen zur Sprache. So wecken soziale Vergleiche mit den
Migranten unrealistische Migrationserwartungen und im Zusammenspiel mit der
Absicherung durch Riickiiberweisungen werden negative Anreize fiir die Teilhabe
am lokalen Arbeitsmarkt gesetzt. Gerade fiir Frauen hat die starke Abhangigkeit
von Rucklberweisungen zu einer zunehmenden Loslésung aus dem Arbeitspro-
zess gefiihrt und damit zu hoherer Vulnerabilitat, geringen Maéglichkeiten, sich zu
verwirklichen, und erheblichen negativen Folgen fiir ihre Lebenszufriedenheit.

Zusammenfassend kann gesagt werden, dass diese Arbeit in drei wichtigen
Aspekten zur aktuellen Migrationsforschung beitragt. Erstens, die Studie wendet
neueste dkonometrische Techniken an, um die dynamischen Wohlfahrtseffek-
te von Migration zu bewerten. Da Paneldaten in der Regel nicht zur Verfiigung
stehen, erdffnet die hier verwendete Herangehensweise vielfdltige Anwen-
dungsmaglichkeiten fiir zukiinftige Analysen in Ermangelung von Langsschnitt-
daten. Zweitens weisen die Ergebnisse auf eine Reihe bisher wenig beachteter,
unerwiinschter Migrationseffekte hin, die eine Anpassung der géangigen Migra-
tions- und Entwicklungsagenda erfordern, die auch Aspekte der individuellen
Lebenszufriedenheit einschliet. Drittens tragen die empirischen Ergebnisse dazu
bei, eine empirische Liicke in der Forschung zu schlieBen, indem Migration und



Ruckiberweisungen in den hochgradig riickiiberweisungsabhangigen, aber we-
nig erforschten europdischen und zentralasiatischen Transformationsékonomien
beleuchtet werden.
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1 INTRODUCTION




While millions of people worldwide engage in international migration, more than
half of those planning to leave their homes originate in developing countries.
Economists and researchers alike have argued that loss in human capital may
be replaced by migrants' remittances and that new skills and knowledge can be
transferred back into the impoverished communities left behind. The importance
of migration was recognized, among others, by the United Nations (UN) 2030
Agenda for Sustainable Development, which views migration as a ‘multi-dimen-
sional reality of major relevance for development’and calls for further research on
the impacts of migration (UN, 2015).

In response to this call, our study investigates the critical interrelation between
international migration and welfare. It takes the empirical example of Kosovo,
a country with extraordinary high migration rates and migrant-sending commu-
nities struck by poverty, extreme unemployment rates and high dependence on
remittances. Kosovo has the lowest GDP per capita in the continent of Europe,
around 3,957 USD (World Bank, 2017), and its economy is extremely dependent on
remittances. The country ranks fourth among the top ten remittance-dependent
European and Central Asian transition economies (World Bank, 2018).

Indeed, for many Kosovars, migration-cum-remittances represents a long-
term livelihood strategy.! The UNDP estimates that 40% of Kosovars have family
members abroad and around 25% of households with international migrants re-
ceive remittances on a regular basis (UNDP, 2016). Remittances have the potential
to improve the livelihoods of those staying behind by directly affecting house-
holds’ general economic welfare (i.e., by securing incomes and reducing pover-
ty, smoothing consumption and enabling human capital investments) (Adams &
Cuecuecha, 2010; Amuedo-Dorantes & Pozo, 2010; Mollers & Meyer, 2014).

Yet, the receipt of remittances may also disincentivize household members
from working. Withholding labor force participation may breed remittance de-
pendency and disempowerment, with more negative consequences for margin-
alized groups, such as women and young adults (Amuedo-Dorantes, 2014; Lenoél
& Anda, 2019; Lokshin & Glinskaya, 2009). Stated generally, improvements in eco-
nomic welfare for migrant-sending communities may not necessarily translate to

1 The strategy of supporting a household’s livelihood through remittances is termed ‘migration-cum-remittances liveli-
hood strategy’ Migration-cum-remittance means that a household sends away one or more of its household members
to migrate with the specific aim of receiving back part of the income earned abroad by them (Meyer, 2012).



improvements in other areas of life, such as, for example, the improved individu-
al (subjective) well-being of household members (Borraz et al., 2010; Ivlevs et al.,
2018). Hence, any rigorous assessment of the well-being outcomes of migration
should consider both economic and non-economic welfare aspects together. One
important caveat, however, is that some of these non-economic welfare aspects
(i.e., dependency, empowerment, etc.) are not easily quantifiable through conven-
tional impact assessment methods and data, suggesting that complex well-being
outcomes may be adequately captured via a combination of different analytical
approaches.

Consequently, this monograph approaches the scientific debate on the inter-
actions between migration, remittances and well-being by identifying a set of key
research questions and proposing a combination of quantitative and qualitative
research approaches for their investigation. The questions raised here are not
merely academic; they are important to the global migration debate in that they
aim to gauge a fuller picture of the gains and losses associated with migration
from the perspective of those that migrants leave behind.

In the first part of our investigation, we use a set of econometric methods to
measure the effects of migration and remittances on economic welfare indicators
of poverty and income inequality. An important contribution of this quantitative
analysisis the extension of poverty analysis to capture the effects of the time length
of receiving remittances on the conditional probability of falling below a certain
poverty threshold. For this we utilize a ‘dose-response’ function with Generalized
Propensity Scores (GPS) following the methodology developed by Imbens (2000)
and Hirano and Imbens (2004). This approach allows for a better understanding
of the dynamic effects of remittances in a cross-sectional research design and has
been applied for the first time in migration research. Furthermore, a migration-im-
pact analysis on the spending behavior of Kosovar households is carried out to
evaluate the potential forimprovement in the livelihoods of those staying behind
(i.e, by making consumption easier and enabling development-relevant invest-
ments, such as in education, health, or job creation).

Findings from the quantitative analysis are complemented with first-hand
qualitative exploration on the less direct, non-economic welfare effects of migra-
tion. Drawing on ethnographic fieldwork conducted in the region of Opoja, Koso-
vo, in 2016 and utilizing a case-study research approach, the qualitative second



part of our investigation offers rich insights on the multifaceted relations between
migration and well-being. The qualitative analytical approach enables a deeper
and more reliable assessment of the outcomes of migration, which is needed to
formulate targeted actions and design adequate policies for the advancement,
progress and empowerment of Kosovo's society.

Our research contributes to the most recent migration research in three main
aspects. First, the study applies novel econometric techniques to estimate the dy-
namic welfare effects of migration. Given the scarcity of panel data in our field
of study, the approach opens a new methodological venue for future impact as-
sessments in the absence of longitudinal data. Second, the analysis of the broad-
er well-being outcomes of migration shows how the current migration and de-
velopment agenda should be redefined in order to recognize improvements in
well-being as a dynamic process that includes not only material welfare, but also
aspects such as individual well-being, independence, empowerment and more.
Third, our research provides very recent and new insights to the debate on the
linkages between migration, remittances and welfare in developing economies
(for some essential contributions see Adams & Cuecuecha, 2010; Amuedo-Dor-
antes & Pozo, 2014; Leones & Feldman, 1998; Oberai & Singh, 1983; Stark et al.,
1986; Taylor et al., 2005). Our empirical findings contribute to closing an empirical
gap in the research by highlighting migration and remittance effects in the highly
remittance-dependent, but under-researched European and Central Asian transi-
tion economies.

1.1 MIGRATION, REMITTANCES AND
LIVELIHOODS IN KOSOVO

Kosovo has a long history of labor migration. Since the end of World War 11, it has
experienced a series of successive migration waves: (a) the post-war internal mi-
gration predominantly within the former Yugoslav Federation; (b) the late 1960s
labor migration when Kosovars, similar to other Yugoslav citizens, were granted
the right to work in Western Europe; (c) the early 1990s migration, which was a re-
sult of the political and economic disintegration of the Yugoslav Federation, and



(d) the exodus following the aftermath of the 1998-1999 Kosovo conflict (UNDP,
2010). The most recent migration wave to EU countries happened in the winter of
2014/2015. Approximately 100,000 people were estimated to have left Kosovo ille-
gally (Mollers et al., 2017). The reasons for the migration of Kosovars during these
migration waves were economic but also political in nature.

For most Kosovars, migration represented a path out of poverty and hardships.
Despite its inclusion as an autonomous province in the Yugoslav Federation, the
gap in terms of economic development between Kosovo and the more developed
regions widened throughout the years. While its economy was predominantly re-
source-based and specialized in the extraction of raw materials and the light pro-
cessing industry, it largely relied on imports of industrial products from the more
developed regions in Yugoslavia.

Compared to other Yugoslav Republics, Kosovo had the lowest living stan-
dards (in terms of per capita income), the highest fertility rates, the youngest pop-
ulation, the highest dependency ratio, the highest proportion of rural population
and the lowest degree of industrialization.

The general economic decline in Yugoslavia by the end of the 1970s pushed
the least developed regions such as Kosovo further into the periphery. It also redi-
rected labor migration from within Yugoslavia towards wealthier and labor-scarce
Western European countries (mainly towards Germany, Austria, Switzerland and
France).

Migrant remittances were a key source of foreign capital for the Yugoslav econ-
omy at the time. Migrant-sending households benefitted from remittances, which
allowed them to meet immediate basic needs for consumption (food and cloth-
ing) and improve their living conditions (Dragovi¢-Soso et al., 2008; Memedovic,
1994).

This improvement was so significant that, upon first visiting the Opoja region
in Southwestern Kosovo in the 1980s, the American anthropologist Janet Reineck
noted that, “Intense levels of labor migration produced by a history of poverty [...]
and scarcity has introduced pockets of wealth in every kin group” (Reineck, 1991,
p. 89). Households with migrant family members, she keenly observed, enjoyed
better homes and living conditions, were better dressed and many drove luxury
cars. In the absence of migration, poverty would have been higher and living stan-
dards lower (Ibidem).



Box 1: Historical Underpinnings.

« The 1946 Yugoslav constitution recognizes Kosovo as an autonomous
province within the Yugoslav Federation. Within the federation, Kosovo
is peripheral in terms of its socio-economic development.

Between 1947-1951, Yugoslavia launches ‘etatism’ (also known as state
capitalism) — a system based on central planning, privatization of key
economic sectors (industry, mining, transport, banking) and heavy in-
dustrialization. Low inflation and general economic growth follow suit.

From 1952 to 1974, the country experiments with new economic pol-
icies: ‘Self-Management’ and later on ‘Self-Management with Social
Planning’ hinging on workers'management of social enterprises, a cen-
tralization of the factors of production and state-led privatization. The
end result is speedy industrialization and an outflow of capital from ag-
riculture to industry, but also an increase in inflation and external debt.
Towards the end of the 1980s, Kosovo's socio-economic situation

worsens when Serbia’s president Milosevi¢ diverts finances from the
least developed regions towards the heavy industries based in Serbia.
This leads to an exacerbation of political tensions within the Yugoslav
federation.

Ante Markovi¢'s structural reforms of 1989 (part of the ‘shock therapy

’

reform package) fail to deliver economic growth. The escalation of ten-
sions leads to declarations of independence for Slovenia and Croatia
(June 25, 1991). The events mark the beginning of the Yugoslav wars
leading to the breakup of the Yugoslav Federation.

Kosovo's attempt to declare independence from the Federal Republic
of Yugoslavia (comprising of Montenegro and Serbia together with Vo-

jvodina) culminate in the eruption of the Kosovo War (February 1998-
June 11th, 1999).
On June 10th, 1999, Kosovo is placed under the protectorate of the

United Nations, following the United Nations Security Council Resolu-
tion 1244.

On February 17th, 2008, Kosovo's general assembly declares its unilat-
eral independence from Serbia.

Source: Own compilation



Reineck’s observations resonated with the general welfare development per-
spective, which viewed remittance inflows as a potential source of capital forma-
tion in developing countries. If a part of remittances was invested in productive
activities (i.e., activities that generate employment and create growth-income
linkages), this would have helped produce rapid economic growth.

However, the economic realities of 1980s Yugoslavia (i.e., restrictions in in-
vestment outlets, a centralization of production factors, a lack of investment in-
frastructure and a lack of trust in property protection) actively disincentivized
productive investments. Most Kosovar households used remittances to purchase
land, build new houses, buy consumer goods and finance traditional weddings,
while investments in new businesses and/or other productive activities were
insignificant (Agani et al., 1974; Reineck, 1991). The International Monetary Fund
(IMF) argued at the time that only a drastic change in Yugoslav economic policies
would have channeled remittances towards productive investments and job cre-
ation (Anand, 1980).

Unfortunately, the neoliberal economic reforms introduced by the Yugoslav
prime minister Ante Markovi¢ in 1989 proved hugely unpopular among the Yu-
goslav population. The removal of subsidies for Socially Owned Enterprises (SOEs)
- the main employers of the Yugoslav workforce — but also rapid privatization
and marketization and the purchasing of national debt, among other measures,
caused general dissatisfaction and were demonized by Serbia’s president Mi-
losevic¢ as a Croat-Slovene conspiracy that would demolish Yugoslav socialism.
The exacerbation of political tensions under the pressures of massive inflation
and huge foreign indebtedness caused the eventual breakup of the Yugoslav
federation.

The quick disintegration of the Yugoslav economy and the political subordi-
nation of Kosovo under Milosevic¢ led to an overall ruinous economic standing of
Kosovo. By the end of the 1980s and beginning of 1990s, Kosovo's GDP fell dras-
tically (to less than 400 USD per capita) and unemployment rates jumped up (as
high as 70% in rural areas), with massive loss of employment opportunities both
in the public and private sector (World Bank, 1999). Poor economic prospects, cou-
pled with Serbia’s systematic political prosecutions of the Albanian intelligentsia
in Kosovo, led to yet another striking outpouring of hundreds of thousands of
people towards western European countries (Blaku, 1996).



It was the Kosovo War of 1999 Milosevic's use of military force to reassert
control over the region that had the most devastating effect, however. This was
accompanied by atrocities such as the destruction of over 500 villages and the
killing of an estimated 10,000 civilians, and some 200,000 refugees fleeing the ar-
ea.2 In the villages, most houses, livestock, agriculture machinery and other farm
assets were burnt down and destroyed, causing immense damage to the agricul-
tural infrastructure. The revival of farm businesses alone necessitated investments
of over 800 million USD (World Bank, 1999). In the absence of state structures,
migrants poured in hundreds of millions of US dollars towards the rebuilding and
reconstruction of houses and covering immediate consumption needs. Families
without migrants and remittance support were most vulnerable to poverty and
hardships.?

Twenty years after the war, Kosovo's economic and social context remains ex-
tremely fragile and highly susceptible to turmoil. Following a contentious privat-
ization process, most of the former SOEs have suffered major losses and operate
at a fraction of their pre-transition capacities (Knudsen, 2013). The economy is cur-
rently dominated by the non-tradable sectors (retail trade, construction and other
low-end services account for over 54% of the GDP), which also attract most FDlIs,
whereas the contribution of industry and manufacturing is considerably small by
regional standards (less than 17% of the GDP) (OECD et al., 2019).

High youth unemployment rates and limited economic opportunities, but also
a general lack of hope and perspectives for a better future, continue to drive la-
bor migration. The last migration wave of 2014/2015 demonstrated once again
how deeply rooted the migration-cum-remittances livelihood strategy is in Koso-
vo. Remittance inflows continue to provide a secure source of income for many
Kosovar households, boosting private consumption and prompting significant
macro-economic adjustments (i.e., exchange rate fluctuations, trade balances and
economic growth). Due to their sheer size and importance, remittances have cap-
tured the attention of policymakers and researchers and encouraged debate on

2 https://www.britannica.com/place/Serbia/The-Kosovo-conflict#ref987041

3 Both the Food and Agriculture Organization (FAO) and the World Bank estimated the true (less conservative) cost of
Kosovo's 1999 war to their rural infrastructure to be over 1.5 billion USD. In the aftermath of the events, most families
prioritized the coverage of basic needs for food and shelter. Remittance income and family support mechanisms, but
also foreign aid, helped reduce the immediate consequences of the war (World Bank, 1999).



their pros and cons for Kosovo.* On the one hand, there is the recognition that par-
ticipation in migration and remittances has the potential to improve livelihoods
by smoothing consumption, reducing poverty and improving access to education
and health for the children and the elderly (Alishani & Nushi, 2012; Moellers & Mey-
er, 2014; World Bank, 2011). On the other hand, there is growing concern that Koso-
var migration is promoting a culture of dependency that actively discourages par-
ticipation in the labor markets, as remittance transfers are used for conspicuous
consumption and rarely directed at productive investments (path dependence)
(OECD et al., 2019; UNDP, 2016).°

While it is a foregone understanding that Kosovar households will continue
to actively participate in migration, an open question remains of how migra-
tion-cum-remittances affects the lives of the households and individuals staying
behind in migrant-sending communities. The question of, ‘Has migration made
the households and individuals staying behind better off?’ poses a critical chal-
lenge on how to best assess the impacts of migration and remittances by con-
sidering the more direct welfare effects (i.e, changes in income, poverty, and
consumption patterns) and the less direct welfare effects (i.e., remittance depen-
dency, disengagement from work, etc.), which are closely intertwined together.
Given this background, we propose a set of objectives and research questions in
the following section.

4 According to our own estimations, the remittance-to-GDP ratio for Kosovo is 12% and has remained stable since 2017.
The only exception is the year 2020, when, as a result of the Covid-19 pandemic, Kosovo's GDP is predicted to shrink
while remittance inflows are predicted to increase (almost half a billion USD was remitted by Kosovar migrants in the
first half of 2020 alone). These changes will be reflected in a higher remittance-to-GDP ratio for the year 2020.

5 Originally coined by Veblen (1899), conspicuous consumption as a concept was meant to describe individualsprefer-
ences for purchase of luxury items versus production. In the context of remittance-use studies today, the term is used
to express the dichotomy between purchase of luxury household items, cars and wedding expenditures (purchases that
carry signals to migrant-sending communities) and productive investment of remittances (Taylor, 1999).



1.2 OBJECTIVES AND RESEARCH
QUESTIONS

In remittance-dependent economies, scripts for migrating and remitting develop
and often shape the lives of whole communities. Within this system, migrants and
migrant-sending communities are interlinked in multi-layered relations estab-
lished through family ties, hierarchies and remittances.

For a deeper understanding of these interlinkages and ultimately the impact
of migration-cum-remittances, micro-level investigation is needed. Previous stud-
ies have focused on the potential of migration and remittances to improve (or
worsen) the general economic welfare of households with migrant family mem-
bers. Analyses have assessed the relationship between migration and poverty al-
leviation (Adams, 2006; Mdllers & Meyer, 2014), the stabilization of consumption
needs (Clement, 2011), but also the accumulation of human capital (i.e., when re-
mittances are used to increase educational, health and other productive attain-
ments) (Adams & Cuecuecha, 2010; Amuedo-Dorantes et al., 2010).

A growing body of literature, however, is drawing attention to the non-eco-
nomic and, at times, less observable effects of migration. Studies have highlighted
a nuanced relationship between migrants and those staying behind. For instance,
the out-migration of a family member is credited with gains (or losses) in the
perceived levels of happiness of other household members (Graham & Jordan,
2011; Ivlevs et al., 2018). Furthermore, migration and the receipt of remittances is
frequently linked to reduced work participation and a ‘culture of dependency’ on
the part of migrant family members (Amuedo-Dorantes, 2014; Miluka et al., 2010).
Within these households, women might be disproportionally pushed to withdraw
from labor markets, with migration inadvertently hindering issues such as gender
equality, independence and empowerment.

While research on the welfare outcomes of migration is growing, studies that
consider both the economic and the non-economic welfare impacts of migration
remain scant. This gap represents a weak point in the migration literature. More-
over, two limiting factors are data availability and the need to use a combination
of analytical approaches to capture different kinds of effects. Looking at the case
of Kosovo, this monograph aims to fill this research gap through a comprehensive



analysis of the well-being outcomes of migration on households and individuals
staying behind.
The main objectives of this work are:

1. To assess the impacts of migration on the economic welfare of Kosovar house-
holds with a focus on (a) income inequality and poverty alleviation and (b)
patterns of expenditure behavior.

2. To broaden the view of non-economic (and less direct welfare) migration im-
pacts by evaluating how migration and remittances affect individuals’ (subjec-
tive) well-being, as well as their sense of independence and empowerment.

To achieve our first objective, we investigate the following research question:
what are the effects of migration and remittances on the economic welfare of
Kosovar households with migrant family members? This question is broken down
further into two sub-questions: (a) what is the impact of migration and remit-
tances on household poverty and income inequality? and (b) what is the impact
of migration and remittances on household expenditure behavior? The first (a)
sub-question is concerned with the dynamic effects of migration and remittances
on household poverty and income distribution in Kosovo. We hypothesize that
traditional participation in migration is beneficial in terms of reducing household
poverty (both absolute and relative poverty), but that it has an un-equalizing ef-
fect on income distribution. Poverty reduction effects are further expected to be
more pronounced in the short-term, while in the long-run migration and remit-
tance transfers may play a minor role in reducing poverty compared to other live-
lihood strategies.

The second (b) sub-question investigates the influence of migration and re-
mittances on household spending behavior with a particular focus on the use of
remittances for consumption vis-a-vis productive investments. Our hypothesis is
that in light of Kosovo's present economic realities, migration and the receipt of
remittance transfers continue to boost household consumption (food, durables)
with no significant measurable effect on categories of particular relevance, such
as education and health, but also productive investments and savings. Whereas
a number of previous studies have asserted that Kosovar households with migrant
family members might be prioritizing consumption compared to other types of
investments (KAS, 2013; OECD et al., 2019; UNDP, 2016), a rigorous, migration im-
pact analysis on expenditures has been missing and will be presented for the first



time in this monograph. Utilizing a rich cross-sectional dataset from Kosovo, we
approach both sub-questions from a quantitative perspective relying on match-
ing techniques with counterfactual scenarios.

Notwithstanding the importance of economic considerations, once a certain
income threshold has been attained, other aspects of life, such as happiness, in-
dependence and empowerment, gain relevance for individual well-being. Our
second research question is: what are the effects of migration on the well-being
of household members in migrant-sending communities? This question is more
general and looks at the broader effects of migration and remittances on well-be-
ing and answers our second objective. The aim is to obtain a systematic under-
standing of the multifaceted and varied interlinkages between migration, remit-
ting patterns and outcomes of individual well-being. The hypothesis of interest
is that the established system of migration and remittances affect the wellbeing
of migrant-sending communities in many more ways than previously thought,
which can be revealed through an exploratory qualitative approach and based on
primary data collected during ethnographic fieldwork in Kosovo.

1.3 OVERVIEW OF THE MONOGRAPH

This monograph is comprised of six chapters. To start off, this introduction is fol-
lowed by a concise review of the key literature in Chapter 2. The chapter investi-
gates the effects of migration and remittances on both economic and non-eco-
nomic welfare dimensions of well-being while assessing important findings
and identifying potential research gaps. This is followed by the presentation of
a conceptual framework for the analysis of the interlinkages between migration,
remittances and the well-being of households and individuals in migrant-sending
communities.

Chapter 3 introduces the quantitative and the qualitative analytical approach-
es pertaining to our study and the types of data resources used to accommodate
each approach. Further, it discusses key methodological issues emerging in mi-
gration impact studies, followed by a detailed presentation of the econometric
methods applied. This chapter also introduces the case study research approach
and the methodology utilized for the qualitative data analysis.



Chapter 4 estimates the effects of migration on the income distribution, pov-
erty and expenditure behavior of Kosovar households with migrant family mem-
bers. The empirical estimations are based on a cross-sectional household-lev-
el data set from the Kosovo Remittance Household Survey (KRHS) 2011. First,
a detailed descriptive comparison between households with migrants and those
without migrant family members is made. Matching techniques are used to con-
struct counterfactual incomes in absence of migration and conduct poverty and
inequality estimations. Subsequently, a novel empirical method is utilized in order
to assess the dynamic effects of remittances across the time-length of receiving
remittances. The chapter concludes with an impact analysis of the role of migra-
tion on migrant households’ expenditure patterns.

The broader effects of migration and remittance transfers (i.e., effects that

extend beyond material welfare) are investigated in Chapter 5. Participation in
migration and remitting patterns are closely linked to outcomes of individual
well-being. Migration not only influences the material welfare of remittance recip-
ient families, but triggers social comparisons, which affect the migration aspira-
tions, feelings and perceptions of well-being of individuals in the village commu-
nities. Following a case-study approach with data collected in the ethnographic
region of Opoja, Kosovo, in 2016, this chapter provides a comprehensive analysis
of the complex interlinkages between migration, remittances and the well-being
of migrant-sending communities.
Chapter 6 assesses key findings of this study, drawing conclusions from the quan-
titative and the qualitative research approaches. Since the knowledge about the
effects of migration on the well-being of households’ and individuals in countries
of origin can be of help for the design of economic and social policies, the chapter
concludes with some final remarks and suggestions on how migration can be lev-
eraged for development, drawing attention to the fact that migration effects are
complex, highly contextual and extend beyond traditional economic welfarism.






2 TOWARDS A BROADER
CONCEPTUALIZATION OF
WELL-BEING




The general aim of this book is to gain a better understanding of the micro-level
welfare impacts of migration. For this a broader understanding of well-being is
necessary. Traditionally, well-being has been analyzed from an economic perspec-
tive (economic welfare). Consequently, improvements in well-being have been
identified with higher incomes, reduced poverty levels and inequality and a bet-
terment of material living standards.

This economic perspective dominates scholarly work that investigates the
interlinkages between migration, remittances and the welfare of households
and individuals staying behind in migrant-sending communities. One branch of
the literature looks at migration impacts on households’ poverty and inequality
(Barham & Boucher, 1998; Feldman & Leones, 1998; Kimhi, 2010; Oberai & Singh,
1983; Shen et al., 2010; Stark et al., 1986; Taylor, 1992; Taylor et al., 2005; Taylor et al.,
2003). Another prominent branch focuses on changes that happen to households’
expenditure behavior (how much is consumed vs. how much is invested) under
the auspices of migration (Adams & Cuecuecha, 2010; Amuedo-Dorantes et al.,
2010; Chami et al., 2003; Clement, 2011; Démurger & Wang, 2016; Randazzo & Pira-
cha, 2019; Taylor & Mora, 2006).

While both strands of the literature demonstrate that a strong association of
well-being with economic welfare characterizes the locus of the migration impact
research, this is gradually changing. The gradual move towards a more compre-
hensive approach to the analysis of well-being has been mirrored in the more re-
cent migration literature. The effects of migration on the subjective well-being of
individuals left behind in the countries of origin is one important new aspect that
is increasingly being discussed (Borraz et al., 2010; Cardenas et al., 2009; Graham
& Jordan, 2011; Ivlevs et al., 2018; Mazzucato et al., 2015). Furthermore, inquiries
into the effects of migration on the work engagement of migrant family members
and its related consequences in terms of improved perceptions of well-being and
women’s empowerment testify to the ongoing extension of migration well-being
analysis beyond economic welfare (Amuedo-Dorantes & Pozo, 2006; Binzel & As-
saad, 2011; Lenoél & Anda, 2019; Lokshin & Glinskaya, 2009; Mendola & Carletto,
2012; Reineck, 1991; Vullnetari, 2012).

Next, we present a brief literature review of the economic and non-monetary
welfare effects of migration and remittances from the perspective of individuals



and migrant households in the countries of origin followed by the presentation of
the conceptual framework of the analysis for this thesis.

2.1 A BRIEF LITERATURE REVIEW OF
MIGRATION WELL-BEING RESEARCH

In this section we briefly review research on migration and well-being. More pre-
cisely, we first look at the literature on economic welfare effects, followed by a re-
view of the research looking at the less direct, non-economic aspects of well-being.

2.1.1 Economic welfare effects

The economic welfare effects of migration and remittance are usually observed in
poverty and inequality outcomes. However, expenditure patterns might also be
affected and these patterns may also have different effects on welfare.

The literature on the interrelation of migration and remittances and income
inequality provides mixed results. In an early study on the impact of migration on
rural development in India, Oberai and Singh (1983) find that remittances have an
equalizing effect as they reduce the income gap between the top and bottom in-
come groups not only for migrant sending, but for all rural households. However,
most of the evidence points to the contrary effect. Adams (1989) estimates that
remittance income has a negative impact on rural income distribution in Egypt
in gross and per capita terms. Remittance income benefits the upper-income ru-
ral households, which are best positioned to access foreign labor markets. Feld-
man and Leones (1998) evaluate the specific effects of farm and non-farm income
(including remittances) on income inequality and employment opportunities in
resource-poor rural areas. Their findings suggest that the effects on income in-
equality depend on the type of non-farm income and availability of non-farm em-
ployment. Remittances as a specific form of non-farm income, the authors argue,
increase income inequality significantly.



A study on Mexico by Taylor et al. (2005) shows that international remittances
contribute to a slight increase in income inequality, whereas the effects of internal
remittances are the opposite. However, in regions with the highest shares of mi-
grants, international remittances have an income equalizing effect. Kimhi (2010)
estimates the income distribution impact of internal and international remittanc-
es in the Dominican Republic, where internal remittances have a stronger adverse
marginal effect on rural landless households, while international remittances have
a more prominent un-equalizing impact on urban families.

Finally, there is evidence that remittances’ effects on inequality differ de-
pending on their sources and operationalization of household welfare. Shen et
al. (2010) maintain that while migration decreases wealth inequality, it increases
income inequality. The short-run and long-run effects on income distribution may
be of opposite signs depending on the initial distribution of wealth.

Conflicting results in income inequality estimates of migration and remittanc-
es might furthermore be explained by ambiguities in the research questions and
statistical methods used (Barham & Boucher, 1998): If remittances are treated as
an exogenous transfer, the influence of remittances on income in recipient com-
munities should be assessed. If, however, remittances are viewed as substitutes
for home earnings, then the question is how the observed income distribution
compares to a counterfactual scenario without migration and remittances.

When the effect of remittances on household poverty is analyzed, most stud-
ies underline that migration and remittances have the potential to increase house-
hold income and reduce poverty (Acosta et al., 2008; Adams, 2006; Adams & Page,
2005; Amare & Hohfeld, 2016; Méllers & Meyer, 2014; Taylor et al., 2005; Yang & Mar-
tinez, 2006). In their comparative analysis of household surveys from 71 develop-
ing countries, Adams and Page (2005) find an overall positive, poverty decreasing
effect of remittances in the context of emerging, remittance-recipient economies.
For the case of Ghana, Adams (2006) finds that both domestic and international
remittances reduce the level, depth and severity of poverty, whereby the impacts
across the three poverty measures differ considerably. In rural Mexico remittances
have a poverty reducing effect only in regions where the share of migrant house-
holds is highest (Taylor et al.,, 2005). At the beginning of migration, when only
a few migrant families have access to foreign labor markets, remittances flow back
to the middle and upper-middle income households, which can afford to send



their family members abroad. Yet, poor households gain access to migration over
time and may benefit from migration as well. In their study on poverty transition
in rural Vietnam, Amare and Hohfeld (2016) find that remittances have a positive
effect on asset growth but the effects are heterogeneous, depending on the initial
welfare and ethnicity of recipient households. Yang and Martinez (2006) find that
receipt of international remittances helps to reduce the conditional probability
of a household falling into poverty in the Philippines. So far only very few studies
look at the European and Central Asian transition economies, which differ from
the traditional development context analyzed by the studies mentioned so far
(Gang et al., 2018; Mollers & Meyer, 2014).

Some of the mixed findings reported above might be the result of method-
ological issues. Migration studies have to account, among others, for endogene-
ity, selection bias, reverse causality and omitted variables bias (McKenzie & Sasin,
2007). For this reason, the study by Yang and Martinez (2006), which closely re-
sembles a natural experiment and uses the exchange rate shocks before and after
the 1997 Asian financial crises, is considered one of the most resounding inves-
tigations on the linkages between migrant remittances and household poverty
(Adams, 2011). Most migration studies, however, rely on Ordinary Least Squares
(OLS) regression analysis, even though there are some arguments against doing
so. These include, but are not limited to, the nature of the data (most migration
data is cross-sectional), the existence of hidden and overt bias, and the serious
constraints to finding appropriate instruments. Few migration studies have ven-
tured into the application of matching techniques to derive treatment effects (ex-
amples are de Brauw et al., 2018; Ham et al., 2011; Jimenez-Soto & Brown, 2012;
Mollers & Meyer, 2014). Such techniques were successfully validated against other
estimation methods (see Citina & Love, 2017) and should be better suited to ana-
lyzing impacts of remittances when they are seen as a substitute for home earn-
ings. Finally, given the mostly cross-sectional data, insights on the longer term and
dynamic aspects have been widely neglected so far.

We now turn our attention to the other strand of the literature evaluating
the relationship between migration, remittances and households’ expenditure
behaviors. The current literature presents different assessments with regards to
remittance spending. According to Adams and Cuecuecha (2010) there are at least
three dominant views on households’ use of remittances. The first view considers



remittances as fungible. Since remittances are incorporated into household bud-
gets, they are spent at the margin just like any other type of income source (e.g.
Adams et al., 2008; Randazzo & Piracha, 2019). The second view, on the other hand,
maintains that remittances cause behavioral changes at the household level. Em-
pirical evidence links migrant households’ behavioral changes, such as increased
preferences for conspicuous purchases and partial disengagement from local
labor markets, to the transfer of remittance income (Amuedo-Dorantes, 2014;
Chami et al.,, 2003; Clement, 2011; Démurger & Wang, 2016; Miluka et al., 2010).
The third view argues that remittances are conducive to positive economic devel-
opment, since this transitory income enables migrant families to spend more on
human and capital investments (Adams & Cuecuecha, 2010; Amuedo-Dorantes &
Pozo, 2010; Calero et al., 2009; Taylor & Mora, 2006). Additional human and capi-
tal investment at the microeconomic level may help induce long-term economic
growth and development in migrant-sending communities. Table 2.1 depicts an
overview of key studies on the impact of migration and remittances on house-
holds’ expenditure patterns in the context of different countries.

Using a nationally-representative household survey from Ghana, the
2005/2006 Ghana Living Standards Survey, Adams et al. (2008) find that interna-
tional remittances are treated just like any other type of income source. Hence,
remittance recipient families in Ghana do not spend more at the margin on items
such as food, housing and education compared to non-recipient households with
similar socio-demographic characteristics. Controlling for endogeneity and selec-
tion bias via an instrumental variable approach extenuates the observed differ-
ences between the remittance recipient and non-recipient households.

The conclusion that remittances may be fungible is further supported by
a study by Randazzo and Piracha (2019) in the context of Senegal. The empirical
analysis shows that (international) remittance recipient households spend less
on food and more on items such as durables, education and investment vis-a-vis
non-recipient households. At the margin, there are, however, no significant dif-
ferences in the expenditure behavior between the two types of the households.
Similarly and perhaps closer to our study context, Castaldo and Reilly (2007) find
that in Albania, households with migrants have lower (average) budget shares on
food but higher budget shares on consumer durables compared to households
without migrants. Yet, further analysis of the marginal spending behavior reveals



that international remittances do not exert a significant impact on migrant house-
holds’expenditure patterns including business investments.

An investigation by Chami et al. (2003) instead, reveals that international re-
mittances are compensatory in nature and have a negative impact on economic
growth. Using panel data from 113 countries over the 1970-1998 period, the au-
thors find a negative effect of the growth rate of remittances on the GDP growth
rate. Furthermore, the empirical findings suggest that since remittances substitute
labor income, dependency on remittance income lowers migrant households’
work efforts and motivates their disengagement from the labor markets. Based
on a household survey on Tajikistan, Clement (2011) depicts a similar pessimis-
tic view on the use of remittances. He shows that receipt of remittances induces
households’ consumption expenditures while reducing productive investments
including health, education and agricultural investments. He concludes that re-
mittance transfers should be viewed as a temporary familial arrangement aimed
at smoothing households’ basic consumption needs. The same conclusion is
reached by Démurger and Wang (2016) on patterns of remittance use in rural Chi-
na. Using a nationally-representative rural household survey, the study finds that
remittances from internal migration increase consumption-type expenditures. In
particular, remittance recipient households have higher budget shares allocat-
ed to housing and durables expenditures and significantly lower budget shares
devoted to productive investments. Evidence of a strong negative impact of re-
mittances on education expenditures is interpreted as symptomatic of the low
perceived returns to education by the families left behind in rural China. Similarly,
a study by Cattaneo (2012) highlights a negative effect of migration on education
expenditures in Albania, which is interpreted as an indication that education may
be a low priority expenditure category compared to other expenditure categories.

Exploiting data from a large household survey from Guatemala, Adams and
Cuecuecha (2010) confirm that households with international migrants spend
less at the margin on food consumption, but more on housing investments. More
importantly, the empirical results show that migrant households spend consider-
ably more at the margin (approximately 196%) on education compared to similar
households without migrants. The substantial investment in education is viewed
as an important human capital investment in the context of a developing coun-
try. Similar findings on education are validated by a number of studies showing



consistent results with regards to the positive effects of remittances on children’s
school attendance (Alcaraz et al., 2012; Amuedo-Dorantes et al., 2010; Amue-
do-Dorantes & Pozo, 2010; Calero et al., 2009).

Furthermore, research confirms that access to remittances leads to improved
school attendance rates for vulnerable groups, such as girls and younger sib-
lings in rural households, attesting to positive outcomes of migration in different
contexts (Amuedo-Dorantes & Pozo, 2010; Calero et al., 2009). For instance, Yang
(2008) corroborates the findings above using a detailed panel household survey
in the Philippines. Making use of a quasi-natural experiment setting, the study
measures the effects of the exchange rate shocks following the 1997 Asian finan-
cial crisis on migrant remittance transfers and the related impacts of such transfers
on migrant households’ expenditures. It finds that migrant households’ use remit-
tances to invest in human capital and entrepreneurship observed via improved
child schooling rates and higher education expenditures. Migrant households
work longer hours in self-employment and are more likely to invest in capital-in-
tensive enterprises. At the same time, an increase in remittance income leads to
a higher ownership of vehicles used particularly for microenterprises in the trans-
portation business.



The literature review shows that there are diverse views with regards to the
impact of migration and remittances on households’ expenditure behavior. The
prevalence of a wide range of empirical findings hinges on a few possible expla-
nations. One explanation has to do with differences in empirical modelling and
data issues (Taylor & Mora, 2006). Two prevalent approaches are used to model
migration impacts on household expenditures, and researchers usually use one
or the other. While the first approach directly asks how remittances are used, the
second approach relies on the inclusion of remittances as an explanatory variable
in household demand models. Each method comes with its own set of assump-
tions, which may lead to significant differences in empirical findings across various
studies.

Other explanations put forward are a general lack of consensus on what con-
stitutes productive investments and differences in countries’investment opportu-
nities. For some authors productive investments are investments that help gener-
ate employment (i.e., business investments or investments in technical equipment
and machinery used by households for the purpose of job creation), whereas
for others education-related expenditures constitute productive investments as
well (Adams & Cuecuecha, 2010; Taylor, 1999; Taylor & Mora, 2006). Differences in
countries’ income levels and investment opportunities also determine whether
households allocate a higher proportion of the budget to productive investment
opportunities or to consumption (Randazzo & Piracha, 2019).

2.1.2 Non-economic welfare effects

A recently emerging body of literature deals with the consequences of migration
on the subjective-well-being of families and individuals left behind in countries of
origin. The research investigates the direct effects of migration and remittances
on the subjective well-being of household members staying behind (Borraz et al.,
2010; Cardenas et al., 2009; Graham & Jordan, 2011; Ivlevs et al., 2018; Mazzucato
et al., 2015). These studies highlight a nuanced relationship between migrants and
the individuals left behind in migrant-sending households.

A study by Ivlevs et al. (2018) uses panel data from Gallup World Poll (GWP) on
114 countries to investigate the impact of migration on the life satisfaction and



Table 2.1: Overview of Migration, Remittances and Expenditure Estimations

Impact of migration and remittances on

Authors

households’ expenditures

Castaldo and Reilly (2007)

No significant impact on households' spending
behavior Adams et al. (2008)

Randazzo and Piracha (2019)

Chami et al. (2003)

Positive impact on households’ consumption (+)
Negative impact on productive investments Clement (2011)
including human capital (-)

Démurger and Wang (2016)

Taylor and Mora (2006)

Negative impact on households’ consumption (-)
Positive impact on productive investments

including human capital (+) Yang (2008)

Adams and Cuecuecha (2010)

Source: Own compilation



Country/Region Type of data

2002 Albania Living Standards Measure-
Albania/Eastern Europe ment Survey
(cross-sectional)

2005/2006 Ghana Living Standards Survey

Ghana/sub-Saharan Africa ;
(cross-sectional)

2009/2010 Migration and Remittance
Senegal/sub-Saharan Africa Household Survey
(cross-sectional)

World Bank World Development Data on
113 remittance-recipient countries remittance transfers between 1970-1998
(panel)

2003 Tajikistan Living Standards

Tajikistan/Central Asia Measurement Survey (cross-sectional)

Rural-Urban Migration in China (RUMiC)
China survey
(cross-sectional)

2003 Mexico National Rural Household
Mexico Survey
(cross-sectional)

July 1997-October 1998 Panel Household
Survey (panel)

2000 Guatemala ENCOVI National House-
Guatemala/Central America hold Survey
(cross-sectional)

Philippines/Southeast Asia




other life evaluation constructs (such as hedonic well-being, experiences of stress
and depression) of household members left behind. The results depict a multifac-
eted interrelation, where, on the one side, migration and remittance receipts are
associated with better life satisfaction ratings for migrant household members.
The increase in average life satisfaction is a combination of remittance and a sig-
naling effect. The remittance effect has to do with an immediate improvement
in material living standards that leads to enhancements in subjective well-being,
whereas the signaling effect raises hopes of future migration and increases life
satisfaction evaluations for migrant household members. However, on the oth-
er side, the study shows that the positive effects of migration are offset by the
negative effects of migration through experiences of stress and depression, which
the authors associate with an increased pain of separation taking place within
migrant families. An important contribution of the study is the analysis of the
income effect on the observed relationship between life satisfaction evaluations
and participation in migration. The contribution of migration on life satisfaction is
significantly stronger in the context of low-middle-income countries compared to
high- income countries. The rationale is that for poor countries with weak social
welfare systems, the positive effect of remittances outweighs the negative effects
of migration, such as pain of separation from the migrant family member, whereas
the same is not relevant for richer countries. Hence, migration and remittances
seem to be playing a stronger role in improving life satisfaction in poorer contexts.

The above findings, however, are in contrast with an investigation by Borraz
et al. (2010) for a low-income country such as Ecuador. Using propensity score
matching techniques with cross-sectional data, the study compares perceptions
of subjective well-being between matched migrant and non-migrant households.
Life satisfaction comparisons are conducted between similar remittance-recipient
and non-recipient households in order to delineate the effects of remittances on
the subjective well-being of household members left behind. The study finds that
participation in international migration and the receipt of remittances have a neg-
ative effect on the life satisfaction of migrant families. Remittance transfers, on the
other hand, do not compensate for the absence of the migrant family member,
raising concerns that participation in migration may not increase the life satisfac-
tion of the families left behind.



In a similar vein, a study by Cardenas et al. (2009) delineates migration and
remittance effects on life satisfaction in Latin America. Using data from Latino-
barémetro, the empirical findings highlight a positive effect of remittances on the
life satisfaction of individuals in migrant households primarily due to improved
financial security. In cases where migration is not accompanied by remittance
transfers, households in the country of origin experience lower levels of life sat-
isfaction, which the authors link to less explored factors such as increased nutri-
tional vulnerability and frequent episodes of hunger following the departure of
a family member (typically husbands) for migration.

Part of the migration and life satisfaction literature deals with the effects of
family separation, which is often addressed by looking at the well-being of chil-
dren left behind (Asis, 2006; Graham & Jordan, 2011; Parrefias, 2008). For instance,
a study by Graham and Jordan (2011) looks at the effects of family separation
(migration of father or mother) on the (emotional) well-being of children left be-
hind. Comparing results from four Southeast Asian countries (Indonesia, the Phil-
ippines, Thailand, and Vietnam), the authors find that migration exerts different
effects on selected indicators of well-being (emotional symptoms, conduct disor-
ders) explainable by the household, but also community-level differences. Studies
by Asis (2006) and Parrefias (2008) in the context of the Philippines emphasize
that the effects of migration on emotional well-being maybe partially explained
by existing gender norms in the country of origin.

Anotherimportant branch of the literature looks at the effects of migration and
remittance on the work participation of individuals in migrant sending communi-
ties. Participation in work-related activities is an important mediator of subjective
well-being. Primarily quantitative in nature, these studies are concerned with the
estimation of the effects of remittance receipt in (dis)incentivizing household
members left behind from work (Carlo et al., 2008; Kilic et al., 2009; McCarthy et
al., 2006; Mendola & Carletto, 2009; Miluka et al., 2010; Namsuk, 2007; Yang, 2008).

In their analysis of the effects of migration on the labor force participation of
household members left behind in Mexico, Cox-Edwards and Oreggia-Rodriguez
(2009) match and compare remittance recipient households with similar non-re-
cipient households. The empirical results demonstrate that migration and remit-
tances have no impact on the labor supply of migrant household members, which
the authors interpret as evidence of the neutral view on migration participation.



That is, remittance income replaces the loss of family labor to migration, but does
not impact decisions on the labor supply of those left behind.

An investigation by Yang (2008), on the other hand, finds that migration posi-
tively affects the work engagement of those left behind in migrant households in
the Philippines. Exploiting a quasi-experimental setting following the 1997 Asian
financial crises, the study shows that an increase in remittance transfers has a pos-
itive (albeit insignificant) effect on the total hours worked by all household mem-
bers with similar results extending to paid employment outside of the household.
A strong significant effect of migration and remittances is however found on
hours worked in self-employment activities, whereas the hours worked in unpaid
household work are further reduced. The results imply that in the context of the
Philippines, remittances seem to be facilitating the move of labor from unpaid
family work towards self-employment activities.

Using cross-sectional data from Albania, Miluka et al. (2010) look at the im-
pact of migration on labor force participation in agriculture. The empirical findings
demonstrate that migrant household members (both men and women) dedicate
significantly fewer hours of work to agricultural production in total and per capita
terms. Men work disproportionally less in farming compared to women, which
according to the authors is explained by the fact that male household members
take more advantage of the improved income to move outside of the agriculture
sector. An alternative explanation maintains that remittances in the context of
Albania may be used to substitute farm work for leisure with potential negative
spillover effects on households' well-being in the long run.

Finally, gender effects are a debated topic within the migration and develop-
ment literature. Studies looking at the gender effects of migration typically in-
vestigate the interlinkages between male outmigration and the work of women
left behind in the countries of origin. Since work is viewed as a classical catalyst
of women'’s empowerment, questions of how the emigration of the men affects
women’s work engagement in countries of origin have been the main foci of re-
search (Amuedo-Dorantes & Pozo, 2006; Binzel & Assaad, 2011; Lenoél & Anda,
2019; Lokshin & Glinskaya, 2009; Mendola & Carletto, 2012; Reineck, 1991; Vullne-
tari, 2012). In the context of these studies, migration and remittances affect wom-
en’s work engagement (a) through work reallocation (inside and/or outside of
the household in order to compensate for the loss of labor of the migrant family



member) (Binzel & Assaad, 2011; Vullnetari, 2012) and (b) by disincentivizing wom-
en’s participation in paid employment (Amuedo-Dorantes & Pozo, 2006; Lokshin
& Glinskaya, 2009).

By limiting female labor force participation, migration and remittances may
play a negative effect on women'’s perceived social status and their overall well-be-
ing. In a classical investigation on the effects of male migration on women’s work
in Nepal, Lokshin and Glinskaya (2009) find that migration has a complex effect on
women’s work engagement at home and outside of it. An increase in remittances
substantially reduces women's participation in paid employment, although the
effects are stronger for women residing in non-agricultural, landless households
in urban areas. In contrast, migration may increase or decrease women’s work
engagement in rural areas depending on household characteristics such as land
ownership and substitutability of farm work between men and women. Interest-
ingly, local employment conditions (i.e., the availability of locally paid jobs) has
no significant impact on the labor force participation of women within migrant
households, implying that migration may act as a strong deterrent for engage-
ment in paid employment.

From a rural ethnography perspective, a study by Vullnetari (2012) investigates
the effects of migration on women’s work in rural Albania. Predominantly engaged
in semi-subsistence family farm work, most women shoulder a number of repro-
ductive and productive responsibilities within the migrant village households.
They typically work in the fields substituting male labor, at the same time taking
care of children, grandchildren and elderly parents at home. The study shows that
although migration enhances women'’s workloads at home, it does not lead to
enhanced emancipatory benefits. Traditional norms that prevent women's access
to household income, including remittance income, increase female dependency
and limit their autonomous economic actions.

The conclusion that migration and remittance transfers may inadvertently hin-
der issues of equality, autonomy and social status with ultimately negative con-
sequences on women'’s well-being was shown in a recent study by Lenoél and
Anda (2019). Using a mixed-methods approach with data from Morocco, the au-
thors demonstrate that receipt of remittances increases the likelihood of women's
withdrawal from work participation. The negative effects of migration and remit-
tances depend on factors such as women'’s marital status, presence of children in



the family and relationship to the migrant. The empirical findings show a stronger,
negative effect of migration on the work patterns of migrant spouses, whereas un-
married (adult) daughters or sisters living in migrant households were more likely
to perform waged employment. Based on a system of patriarchal family values,
women’s access to income and remittances is inhibited by how well they fulfill
expected traditional roles. Even though educated women within migrant house-
holds had a higher likelihood of participating in waged employment, such effects
were very small.

Being confined to the indoors and with no meaningful work engagement,
women may find their freedoms and autonomous decision-making restricted
more under the migration scenario. The ethnography on migration and family
life in 1980s rural Kosovo by Reineck (1991) demonstrates that male outmigration
and remittances affect women’s well-being by reducing their perceived economic
contribution within the households and limiting their engagements outside of it.
In villages with the most intense levels of migration, women'’s social standing was
more precarious. While remittances enabled rural families to switch from home-
based production of certain commodities (sewing, knitting, dyeing of clothes,
etc.) to purchasing them in stores, this in return lowered women'’s contributions to
the household and increased their dependency on the migrant husbands.

Studies looking at the gendered effects of migration demonstrate that migra-
tion and remittance transfers impact women’s work engagements inside and out-
side of the household. The negative effects of migration on women’s work seem
to be more pronounced in the context of patriarchal family settings, thus increas-
ing awareness on the importance of the existing socio-economic situation in the
country of origin.

2.2 THE CONCEPTUAL FRAMEWORK OF THE
ANALYSIS

The literature review shows that the well-being consequences of migration for
households and household members staying behind are diverse, contextual and
include both economic and non-economic welfare considerations. Drawing on



previous research, we present a simple conceptual framework that serves as the
logical background for our empirical strategy (see Figure 2.1).

New Migrants P . Well-Being

——— EW - poverty and relative position
Returnees - / (inequality)

& Remittances S A

Origin Household

SWB - life satisfaction,
positive/negative affects,
empowerement...

Figure 2.1: Migration, remittances and well-being in migrant sending communities

Source: Own illustration

Our starting premise is the definition of human well-being as a particular state
"where human needs are met, where one can act meaningfully to pursue one’s
goals and where one enjoys satisfactory quality of life” (Wright, 2012). The empiri-
cal approach follows the key distinction made in the literature between the more
objective (economic) well-being (capturing improvements in income, health) and
subjective well-being, based on subjective experiences and evaluations (King &
Collyer, 2016).

Existing local economic conditions of limited employment opportunities,
but also a culture of dependency on migration, may be the motivating factors of
a household’s decision to partake in migration and choose migration-cum-remit-
tances as part of their livelihood strategy. Even though individuals migrate, they
keep close ties with the households in the countries of origin. In the scenario of
migration decisions taken at the household level - as predicted by the New Eco-
nomics of Labor Migration (NELM) research paradigm (Stark & Bloom, 1985; Stark
& Taylor, 1989) — household members may adjust their activities (of both produc-
tion and consumption) in response to the departure of the migrant.



Migrants, on the other hand, share part of their earnings with the households
in the country of origin through remittance transfers. In this context, remittance
transfers may (partially) substitute for the loss of family labor due to migration.
Migration and remittance inflows affect household economic welfare by modify-
ing household income and, eventually, adjusting their patterns of expenditures.
Migration and remittance effects are not separate from each other$, and the eco-
nomic welfare impacts of migration are operationalized via effects on key eco-
nomic indicators of inequality and poverty. Our primary interest is to assess how
participation in migration and receipt of remittances may alter the total (popula-
tion) income distribution. Moreover, we want to evaluate how modifications to
household income (due to the receipt of remittance transfers) may induce chang-
es in poverty levels, captured via comparisons of the household incomes against
a set of chosen poverty line(s). Migration and remittances may also reshape
household expenditures, with potential impacts on categories of interest for eco-
nomic welfare (i.e., via the boosting of productive investments that help gener-
ate self-employment opportunities for those staying behind in migrant-sending
communities).

In addition to economic welfare, migration influences the welfare of those
staying behind via its effects on individual (subjective) well-being. Subjective
well-being encompasses people’s evaluations of their own lives, and it is an es-
sential welfare dimension gauging the overall quality of life in societies (Diener,
1984; Diener & Biswas-Diener, 2005; Diener et al., 1985). Various aspects such as life
satisfaction, emotional well-being (positive/negative effects), but also empower-
ment, are important components of subjective well-being (Diener & Biswas-Die-
ner, 2005).

6  Mainstream migration-impact economics argues against the separation of migration and remittance effects on income
and expenditure analysis. Difficulties in disentangling migration and remittance effects derive primarily because of the
endogeneity of remittance transfers, reflecting both migrants’ earnings as well as their remittance behaviour (Taylor &
Mora, 2006).

7 Life satisfaction is a cognitive-judgemental component of subjective well-being. Emotional well-being refers to indi-
viduals'pleasant moods and feelings such as joy, happiness, but also negative emotions such as worry, sadness, anger
and depression (Ibidem). Empowerment can be both an internal process, one in which self-efficacy comes from within
the individual, but also an external process when the external environment that surrounds the individual promotes or
hinder self-efficacy (Diener & Biswas-Diener, 2005).



Migration and remittance transfers affect subjective well-being (and its com-
ponents) through interactions with individuals’ work participation.? Work is an
important mediator of subjective well-being, both in making people feel good
about their lives but also in empowering them.” Migration and receipt of remit-
tance income may disincentivize household members from work participation if
remittance income compensates for the withdrawal of family labor, or if house-
hold members decide not to work in order to continue to receive remittance
transfers (remittance dependency). Refraining from work participation affects the
well-being of individuals in migrant-sending communities both in the short and
long-run. In the short-run, disengagement from work makes individuals suscepti-
ble to issues such as anxiety and sadness, but also a lack of hope about the future.
Such negative effects will persist in the long-run if those staying behind in mi-
grant-sending communities remain unengaged in activities that match their skills
and/or challenge those skills further.

Yet, adjustment in work (due to migration) may asymmetrically affect the
well-being of marginalized household members, such as women and young
adults. From a gender perspective, migration may lead to (economic) disempow-
erment if remittance transfers reduce female work engagement inside and out-
side of the household.”

Work participation, however, is not the only mediator of subjective well-being.
The effects of social comparisons to reference groups are well-researched within
the subjective well-being literature (Diener & Fujita, 1997; Perez-Asenjo, 2011) but

8 By work participation or work engagement (these two are used interchangeably in this monograph), we mean both
employment (i.e., work for pay including self-employment) and own-use productive work (i.e., work performed for
individual use by the household or family) as per the standard definition provided by the International Labor Organiza-
tion (IL0).

9 Mediators are factors (variables) that help explain the impact of one particular variable (i.e., participation in migration)
on the variable of interest (i.e., subjective well-being).

10 Inthe context of the analysis presented in this monograph, the dimension of empowerment captures abilities to: (a)
exert agency over one’s life, (b) participate in decision-making, (c) control over income and other assets (economic
independence), and (d) freedom of movement. This is also referred to as economic empowerment. In the literature, we
find that this is the most commonly used conceptualization of empowerment (Deshmukh-Ranadive, 2005; Malhotra
& Schuler, 2005; Narayan, 2005). Other aspects of female empowerment include social and cultural (i.e., abilities to
make child bearing decisions, control over sexual relations, freedom from violence, etc.); legal (i.e., knowledge of
legal rights and support to exercise such rights, etc.); and political (i.e., knowledge of political systems and means to
access it) (Malhotra & Schuler, 2005). These other dimensions are outside of the focus of the analysis presented in this
monograph.



they remain largely unexplored in the migration literature. Since migrants consti-
tute a reference group with whom individuals in migrant-sending communities
compare themselves to, we expect such comparisons to instigate different states
of well-being."” Some individuals may experience higher satisfaction if compari-
sons to migrants make them hopeful about their future (i.e., in raising migration
aspirations), while others may feel less satisfied, and experience negative emo-
tions if similar comparisons induce envious feelings and uncertainties about their
own life prospects in migrant-sending communities. Moreover, social comparison
to migrants may discourage participation in the local labor markets of those left
behind. Low motivation for work participation may also stem from comparisons of
local occupations with low economic returns to better employment opportunities,
higher wages and accessible social assistance that migrants may enjoy abroad.

11 The role of migrants as an important reference group in migrant-sending communities was validated (via a bottom-up
approach) in our qualitative research.



3 DATA AND METHODS




This research is based on two types of data and analytical approaches, one quan-
titative and one qualitative in nature. The quantitative dataset comes from the
cross-sectional Kosovo Remittance Household Survey (KRHS) 2011, whereas the
qualitative data was collected during a fieldwork stay in the region of Opoja, Koso-
vo, in August 2016.

In the following subsections of this chapter, a brief description of the KRHS
2011 dataset is provided (section 3.1), followed by a detailed presentation of the
econometric methods applied (section 3.2). Section 3.3 introduces the case study
research approach and the qualitative data, including the methodology utilized
for the qualitative data analysis.

3.1 THE KOSOVO REMITTANCE HOUSE-
HOLD SURVEY

Collected by the UNDP Kosovo in coordination with the Kosovo Agency of Statis-
tics (KAS) in the summer of 2011, the cross-sectional KRHS 2011 data represents
a uniquely rich dataset on migration and remittances. 8,000 randomly selected
households were interviewed, covering a nationally representative sample fol-
lowing a careful stratification process based on ethnicity (Albanian, Serbian and
other minorities present in Kosovo) and settlement (urban and rural areas). Within
each stratum, the selection of the households followed a random walk procedure.
This randomization ensures the validity of inferences drawn from empirical esti-
mations. The respondents of the questionnaire were typically household heads. In
their absence, an adult over the age of eighteen years old acting in capacity of the
household head filled in the questionnaire.

The specific aim of the survey was to gain deeper insights into the contribu-
tion and role of remittances for Kosovar livelihoods. This rich dataset comprises
four sections, containing information on household demographics (section A),
expenditure patterns, income generating activities, labor market participation
(section B), as well as detailed information on family members residing abroad, re-
mittance transfer channels, amounts remitted (in cash and in-kind) and the year in
which a household had begun receiving remittances (section C). In addition, the



KRHS 2011 includes 656 structured interviews conducted with visiting migrants
who send remittances to Kosovo (section D). Our empirical analysis is based on
the main sample of 8,000 households.

The KRHS 2011 data is a highly valuable base for the investigation of the rela-
tionship between migration and welfare and is of central concern for this thesis.
Data on household size and composition, the employment status of household
heads and family members, household income and remittance inflows were used
to construct the profiles of migrant and non-migrant households. All households,
which at the time of the survey had at least one family member residing outside
of Kosovo for a period longer than six months, were considered migrant house-
holds.”? We used two questions from the KRHS 2011 survey to identify migrant
households. Question 26 in the questionnaire, “Do you have any family members
that live outside of Kosovo', was used as a primary identification question on the
basis of a yes and no answer. In addition, we used question 27 in the question-
naire, “if yes, could you give us some information of these family members’, to cat-
egorize migrant households as those households which had provided detailed
information on migrant family members, even if initially in question 26 they had
(wrongly) indicated no as an answer. This meant a re-categorization as migrant
households for a small number of households (N=16). Based on the KRHS 2011,
34% of households were identified as migrant households.

Moreover, 23% of survey households were remittance recipient households.
Remittance recipient households were those that received in-cash and in-kind
contributions from international migrants (excluding migrants’ visiting expenses)
in the year preceding the survey.” There were no remittance-recipient house-
holds without migrants. Hence, all remittance-recipient households were migrant
households, whereas not all migrant households received remittances. 66% of
migrant households were categorized as remittance-recipient households. The
share of remittance recipient households varied considerably between regions in

12 The household size was calculated excluding migrant family members.

13 The UNDP Kosovo Remittance Survey 2012 reports international remittances as the sum of total yearly in-cash and
in-kind remittance received by households in the country of origin plus the total annual expenses incurred by migrants
while visiting families back home. For this research, we take a different approach: We identify remittance recipients
as those households that have received in-cash and in-kind contributions from international migrants in the year pre-
ceding the survey, excluding migrants'visiting expenses. We arrive at 23% of recipient households, which is a slightly
narrower than the UNDP estimation for the same year.



Kosovo. Municipalities with high shares of remittance recipient households were
those of Junik (92%), Shtimé/Stimlje (66%), and Gjakové/Pakovica (63%), whilst
municipalities with very low shares were Mamusha/Mamusa (4%), Shterpc/Strpce
(3%) and Partesh/Partes (2%). This wide dispersion of remittance recipient house-
holds across different regions is taken into consideration when accounting for the
selection of migration households in Kosovo (Section 4.2).

Nonresponse is a frequently occurring concern with large-scale surveys. The
KRHS 2011 does, however, not suffer significantly from this issue. In the context of
migration impact estimations, information is complete for all variables with the
exception of missing values for remittance income. From a total number of 1,794
remittance recipient households, there is information on remittance income for
1,551 households. An appropriate diagnostic test was conducted to assess wheth-
er information was missing at random or whether an underlying pattern could be
found (see Table A 12). The results of the tests indicate that the data is not missing
at random. When data is not missing at random, strategies such as imputation of
missing values or list-wise deletion are problematic and may lead to biased esti-
mates (Guo & Fraser, 2010). The chosen strategy in this case was to keep the sam-
ple intact and use information from all observations including the 243 remittance
recipient households. The choice of estimation methodology, propensity score
matching based on counterfactuals, on the other hand, allows for a rigorous com-
parison between migrant and non-migrant households as well as for the estima-
tion of migration impacts on selected welfare indicators. In addition, the approach
provides sound reassurance that estimated effects approximate true population
parameters to the greatest extend possible (for more details see subsection 3.2.2).

3.2 ECONOMETRIC APPROACH

This section starts off with ajustification of the choice of methods (subsection 3.2.1),
followed by an elaboration of propensity score matching (PSM) and its application
to derive a counterfactual situation (subsection 3.2.2). It then introduces the esti-
mation of a dose-response function with generalized propensity scores (GPS), as
a particularly useful extension of propensity matching (subsection 3.2.3).



3.2.1 Choice of methods

The establishment of causality between two variables typically necessitates an
established temporal order between the cause and the outcome with the cause
preceding the outcome, and an existing correlation between the variables. In
addition, no spurious relationship with other confounding variables should influ-
ence the outcome. In this respect, randomized experiments are considered a gold
standard in impact evaluations and offer a robust approach to the assessment of
treatment effects (Guo & Fraser, 2015). However, randomized experiments in so-
cial sciences are not the norm: experiments with human participants are not only
extremely challenging to implement, but compliance with fundamental assump-
tions such as that of bias removal through randomization have been criticized (e.g.
Heckman & Smith, 1995).

In the context of migration studies, researchers typically rely on survey data. As
such, they have to account for a number of methodological issues which include
endogeneity, selection bias, reverse causality and omitted variables bias (McKen-
zie & Sasin, 2007). Endogeneity is evident in the case when the existence of specif-
ic household characteristics (at times unobservable), which influence the decision
to participate in migration (our independent variable whose impact we are trying
to measure), simultaneously affect the outcome variable of interest. Endogeneity
will almost certainly violate the OLS assumption of unconfoundedness, leading to
biased estimates. Selection bias refers to the fact that migrant and non-migrant
households differ inherently across some socio-economic characteristics, making
the imputations of the outcomes of one group to the other extremely problemat-
ic. Reverse causality happens when the outcome variable influences the indepen-
dentvariable, rather than the other way around. Omitted variable bias, also known
as hidden bias, occurs when key variables that impact the outcome variable can-
not be accounted for in the estimations because they are unobservable.

Establishing causality in the presence of the above-mentioned methodologi-
cal issues may be challenging. Even more so when migration impact estimations
have to rely exclusively on cross-sectional data analysis. Most migration impact
studies with cross-sectional data utilize Ordinary Least Squares (OLS) regression
analysis whereby household participation in migration or receipt of remittances
(frequently captured by a binary variable) is instrumentalized with a proxy variable



exogenous to the specific outcome variable of interest. An ideal instrument for
international migration should typically satisfy two conditions: a) be a good pre-
dictor of the probability that a household partakes in international migration, and
b) be uncorrelated with the error term and unaffected by the outcome variable.
These two conditions are rarely satisfied and most researchers face serious con-
strains to find appropriate instruments (Adams Jr, 2011; McKenzie & Sasin, 2007).

When randomized experiments are neither feasible nor desirable and data at
hand does not allow for the construction of good instruments, Propensity Score
Matching (PSM) and the counterfactual framework provide a valuable method-
ological tool for the investigation of causality. Compared to other methods of
estimation such as the OLS regression analysis with instrumental variables, the
PSM approach has certain features that make it particularly useful for impact
evaluations (Ravallion, 2008). First, PSM does not require a parametric model that
links participation in treatment to observed outcomes. Thus, it allows the estima-
tion of mean (average) differences between treated and control groups without
specific assumptions about the functional form and/or the distribution of error
terms (known as the Normality Assumption in OLS regression). Second, it differs
from OLS regression with regards to the sample used. In PSM, the focus is on the
matched sample of treated and control groups. It is believed that impact estima-
tion based on matched samples rather than on entire samples may lead to more
robust results. Third, in regression analysis, the choice of control variables must
satisfy the critical assumption of exogeneity, which states that explanatory vari-
ables must be uncorrelated with the error terms (the so-called Zero Conditional
Mean Assumption). In PSM, the researcher is typically looking for variables that
are exogenous to participation in treatment. Even models with poor predictors of
the outcome variable can still reduce bias in estimating causal effects (Ravallion,
2008).

In terms of differences between regression and matching estimates, it is argued
that the two methods should not yield significantly different results. Controlling
for the same covariates, Angrist and Pischke (2009) prove that the regression es-
timand differs from the matching estimand only in the weights used to combine
the covariate specific effects &, into an estimate of the effect of treatment on the
treated, whereas the regression produces a variance-weighted average of these



effects. In this respect, regression analysis maybe seen “as a sort of matching esti-
mator” (see Angrist & Pischke, 2009).

Similar to other estimation approaches, PSM has its limitations. The method
relies on key assumptions to ensure the validity of the estimates (for more details
see subsection 3.2.2). Any potential violation of these assumptions will question
the unbiasedness and/or consistency of the estimated results. In addition, the sen-
sitivity of the results to the unobserved factors (hidden bias) should be adequately
assessed. Similarly, the ongoing debate in the evaluation literature with regards
to observations being dropped out of matched samples bears consequences for
the PSM method as well. While the loss of control observations might not be ex-
tremely challenging, loss of treated units for a lack of comparable fits might lead
to the creation of a non-randomly matched sample (see Ravallion, 2008). The
above-mentioned issues necessitate adequate sensitization from the part of re-
searchers working with matching techniques.

Nowadays, the PSM method has been adequately validated against other
econometric approaches.' Other studies have confirmed that PSM provides ob-
jectively accurate estimates (Heckman et al., 1998; Heckman et al., 1997), affording
reassurance on the accuracy of the PSM method, which, as Ravallion (2008) puts
it, tries to “create the observational analog to an experiment”.

Based on these premises, an increasing number of migration studies have ven-
tured into the application of matching techniques to derive treatment effects (de
Brauw et al., 2017; Kimhi, 2010; Moellers & Meyer, 2014), and the method has been
successfully applied in many different settings (see Cintina & Love, 2017).

3.2.2 Propensity Score Matching

The PSM method is based on the counterfactual framework of causality. It main-
tains that participants in treatment (migrant households) and control groups
(non-migrant households) have potential outcomes in conditions, one which is
observed and the other which is not observed. Our outcome of interest is the per

14 Afollow-up study by Dehejia and Wahba (1999) on the well-known Lalonde’s 1986 analysis of the National Supported
Work (NSW) randomized trial is the most prominent comparative work on the PSM. The study showed that impact
estimation results based on propensity score matching came closest to the true NSW experimental results.



capita income, which was equivalized according to the method suggested by the
OECD (for more details on OECD equivalence scales see 3.2.4.2). The counterfac-
tual framework for a participant i with potential outcomes in both treatment and
control conditions (denoted as Y,;and Y,)) is expressed as:

Y,=DY;+ (1-D)Y, m

Dis a dichotomous variable that indicates the probability of participation in treat-
ment, that is participation in migration, and (1 - D,) denotes the probability of not
participating in the treatment. Using this framework, one may estimate the Av-
erage Treatment Effect (ATE), the Average Treatment Effect for the Treated (ATT),
and the Average Treatment Effect for the Untreated (ATU), which are expressed as:

ATE=E (Y,|D= 1) - E(Y,|D=0) (2)
ATT=E[(Y, - Y,) |X, D=1] (3)
ATU=E[(Y,-Y,) |X, D= 0] (4)

Y, and Y, denote outcomes in treatment and control conditions respectively, and
D =1 participation in treatment (participation in migration), whereas D = 0 partic-
ipation in the control group (non-participation in migration). E(.) denotes the ex-
pected or average value. The average treatment on the treated (ATT) reveals the
effects of participation in migration on households’equivalized per capita income
and represents our parameter of interest. The average treatment on the untreated
(ATU) estimates the potential impact of migration upon those households cur-
rently not participating in it. The average effect (ATE) gives an average estimation
of participation in migration comparing mean outcomes (equivalized per capita
income) of treated and control groups.

Propensity score matching builds upon this causal inference framework to
compare outcomes under the conditions of treatment and non-treatment in
a sample of matched units. Rosenbaum and Rubin first developed this match-
ing technique in 1983. Treated and control units in a sample are matched on
the basis of their propensity scores, which denote the conditional probability of



participating in the treatment given a vector of observed covariates (Rosenbaum
& Rubin, 1983).

Calculation of the propensity scores is the first step in any propensity score
analysis. Propensity scores are probability scores, which take values between one
and zero. Rosenbaum and Rubin (1983) demonstrated that propensity scores are
balancing scores, albeit the coarsest balancing scores. They proved that assign-
ment into treatment was strongly ignorable for any balancing score, thus conclud-
ing that the difference in outcomes between treated and control units compared
on one single dimension, that is on the propensity score, would provide an unbi-
ased estimation of the Average Treatment Effect (ATE). Propensity score matching
relies on two assumptions: The Ignorable Treatment Assignment Assumption and
the Stable Unit-Treatment Value Assumption.

The Ignorable Treatment Assignment Assumption, also known as the Common
Independence Assumption (CIA) maintains that conditional on a set of covariates
X, the outcomes of treatment and non-treatment conditions are independent of
the treatment status D.

The Stable Unit-Treatment Value Assumption (SUTVA) acknowledges that
there is a unique value of the outcome corresponding to a certain unit i and treat-
ment t, such as the response of unit i to treatment t does not depend on the treat-
ment given to unit j (Rosenbaum & Rubin, 1983).

The two assumptions are necessary conditions for obtaining unbiased stan-
dard estimators of the average treatment effects. They also imply that there is
a region of common support between treated and control units, where the prob-
ability of receiving (or not receiving) treatment lies between the values of 0 and
1, thatis [0 <P | (D =1|X) < 1]. This is also known as the overlap condition. In
the case of a violation of the ignorable treatment assignment assumption being
suspected, then a sensitivity analysis aiming at measuring the extent of the biases
is warranted.

Estimation of propensity scores relies on binary choice models such as logit
or probit models. To be able to claim random selection in participation, all those
observed variables influencing participation must be accounted for in the model.
Arguably, models which include variables that predict participation in treatment
do better than models which include only demographic characteristics (Heckman
et al, 1997). While there are no standard guidelines on how to specify a good



model, there are strategies that may improve the predictive power of the model
(see, e.g., Heinrich et al,, 2010). As part of the matching estimation process, only
those variables that simultaneously influence the selection into treatment (migra-
tion) and the outcome variable (the equivalized per capita income) are allowed
to enter the model, and which in turn are independent of treatment status and
therefore not influenced by participation in migration (Guo & Fraser, 2010).

Another important step in the PSM method is the choice of the matching al-
gorithm, which is incorporated into the computation of propensity scores. This
procedure is at times viewed as a choice between bias and efficiency (variance).
Matching algorithms define how the matching is done in practice, with or with-
out replacement, the number of control units used as a match for a treated unit,
with and without a caliper, etc. It is commonly accepted that the most important
criterion to evaluate the quality of matching is the percentage reduction of bias
after the matching (Guo & Fraser, 2015). By definition, the percentage bias is the
percentage difference of the sample means in the treated and control subsamples
divided by the square root of the average of the sample variance in the treated
and control groups.

There are few studies that have assessed the performance of various matching
algorithms in propensity analysis (Augurzky & Kluve, 2007; Austin, 2009, 2014). For
instance, using a Monte Carlo simulation, Austin (2014) evaluates that matching
with replacement does not result in less biased estimates compared with other
performing methods based on caliper matching without replacement. He ad-
vises researchers to use matching without replacement and within a specified
caliper whenever possible in order to improve the quality of matching. Augurz-
ky and Kluve (2007), however, warn that the choice of matching algorithm and
the distance measure depend on the strength of selection into treatment and the
strength of heterogeneity of treatment effects, and that decision should be made
in accordance with these two data characteristics.

In the analysis of KRHS 2011 data, matching without replacement and within
a specified caliper calculated at 0.25*SD (Standard Deviation) of the propensity
scores was used. Two additional matching algorithms were tested for the estima-
tion of propensity scores and average treatment effects: matching with replace-
ment at the nearest neighbor (1) and the nearest three neighbors (3). However,
matching without replacement within a specified caliper performed better in



terms of the reduction in percentage bias compared to the other two. Further-
more, due to the relatively large sample of control units, there was a high proba-
bility of finding good matches without replacement.

3.2.3 Dose-Response Estimations with
Generalized Propensity Scores

Dose-response estimation with Generalized Propensity Scores (GPS) is a state-
of-the-art matching procedure which allows adjustment for covariate imbalanc-
es when the treatment variable is continuous and normally distributed (Imbens,
2000; Keisuke & Imbens, 2004). The propensity score with continuous treatment
is an extension of the previously discussed matching with a binary treatment
variable (Rosenbaum & Rubin, 1983). Applying this extension for the first time
in migration research, we estimate the probability that a remittance-recipient
household falls below the poverty threshold, which is associated with each value
of the continuous dose, i.e., the length of time (years) that the household receives
remittances.

Imbens (2000) defines propensity scores with multi-valued treatments (the
generalized propensity score) as the conditional probability of receiving a par-
ticular level of treatment, for a set of pre-treatment variables.”” Given a random
sample of units of size N and an existent vector of covariates X, it postulates that
for each level of treatment received T (where Ttakes on integer values between 0
and K), there exists a set of potential outcomes Y(t). As such, if r(tx) is defined as
the conditional density of treatment given the covariates:

r(t,x) = f,(t|x) 5)

15 GPS relies on the assumption of weak unconfoundedness, which requires only pairwise independence of assignment
into treatment with each of the potential outcomes. Based on this assumption, Imbens (2000) derive the proof of weak
unconfounded assignment into treatment. It maintains that, given the GPS, the assignment of each unit into treatment
is weakly unconfounded for a set of pretreatment variables X. Given a weakly confounded assignment into treatment
for a set of pretreatment variables X, the use of the GPS removes any biases that arise from differences in observed
covariates.



it follows that GPS is estimated as:
R=r(TX) ©6)

The GPS method relies on the assumption of weak unconfoundedness, which
requires only pairwise independence of assignment into treatment with each of
the potential outcomes (compared to the binary treatment case, which requires
that assignment into treatment T'is independent of the entire set of potential out-
comes). Based on this assumption, Keisuke and Imbens (2004) derive the proof
of weak unconfounded assignment into treatment (also known as Theorem 1). It
maintains that, given the GPS, assignment of each unit into treatment is weakly
unconfounded for a set of pretreatment variables X (i.e,, Y(t) L T|X, forallt € T).
Therefore, given a weakly confounded assignment into treatment for a set of pre-
treatment variables X, the use of the GPS removes any biases that arise from differ-
ences in observed covariates (Theorem 2).

The method fits well with the analysis because the principal interest lies in the
response - the probability that a remittance-recipient household falls below the
poverty threshold — associated with each value of the continuous dose, i.e. the
length of time (years) that the household receives remittances. The estimation
of the GPS is typically done in three steps (Bia & Mattei, 2008; Keisuke & Imbens,
2004; Kluve et al., 2012). In the first step, the GPS are generated. To generate such
scores for a given set of fixed covariates, the conditional distribution of the length
of the treatment variable is estimated. We use a normal distribution for the treat-
ment for the given covariates, such that:

T| X~ N(B, + B, X, ) (7)

The GPS are calculated as:
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The treatment variable, the length of time a household receives remittances, var-
ies from a minimum of 1 year to 43 years.'® We first choose a logarithmic trans-
formation of this variable to make it approximately normally distributed. Next,
we run the maximum likelihood regression with the treatment variable as our
dependent variable and a number of selected covariates (Eq. 7)."” The estimated
coefficients (8, 1) are used to evaluate the GPS for all sample observations (Eq.
8). In line with Keisuke and Imbens (2004), we test the successful attainment of
covariate balancing with GPS.

As a second step, we estimate the conditional expectation of the outcome
variable, that is the conditional probability of falling below the poverty threshold.
Such an expectation is expressed as a linear function of two variables, the treat-
ment T and the GPS:

B(tr)=E(Y|T=t,R=1) 9)

For each household, the observed T, and estimated R, is used. In order to allow for
a flexible functional form, we use the following approximation:

E[Y|T,R]=0o,+o,T,+ o, T?+ o,R,+ o,R? + a. TR, (10)

16  The variable that measures the length of time a household has been receiving remittances is constructed using ques-
tion 30 in the KRHS 2011, which asks, "When did you start receiving money from abroad?”and records for an answer
the year the household began receiving remittances.

17  The baseline model for the estimation of the GPS at a given treatment level and observed covariates uses a maximum
likelihood estimator. The use of an Ordinary Least Squares regression, OLS, is deemed problematic because the model
assumes constant variances of the error terms, when in practice, the variances of the error terms differ from one
treatment level to the other. In presence of heteroskedasticity, the estimated standard errors of the OLS coefficients are
wrong and the confidence intervals are no longer valid.



The third and last step of the analysis is the estimation of the dose-response func-
tion, expressed as:

M =EB{tr (X} (1

The average dose-response function is generated via the estimation of average
potential outcomes for each level of treatment t. The average potential outcome
at treatment level tis estimated as:

E[Y(r)]:%z;‘;ldu + @t + @at? + GF(L X)) + @FP (LX) + astf(t X)) (12)

This last step captures the main difference between the propensity score match-
ing with a binary treatment variable and the propensity score matching with
a continuous, multi-valued treatment variable. As Imbens (2000) highlights, the
regression of the observed outcome Y on treatment T and the propensity score
r (T, X) (Eq.11) does not have a causal interpretation. However, the averaging of
the conditional expectation over the marginal distribution of r (t, X) (Eq.12), cor-
responds to the DRF for treatment level t, which gives the causal interpretation.

The estimation of ‘dose-response effects’ was computed in Stata using the
doseresponse module developed by Bia and Mattei (2008). This module allows
for the implementation of the technical procedure for covariate balance check as
proposed by Hirano & Imbens (2004).

3.24 Inequality and poverty measures

In order to carry out inequality and poverty measurements, we rely on equival-
ized per capita incomes. The standards of living linked to a certain household’s in-
come depend to some degree on the size and demographical composition of the
household. Any inequality and poverty measurement analysis will therefore con-
sider assumptions about economies of scale and equivalence scales. Economies of
scale usually occur in larger households from sharing common commodities and
from purchasing bigger quantities of food and/or non-food items at cheaper pric-
es. Equivalence scales are estimated through different methods. In our analysis we



apply the so-called modified OECD equivalence scale: we assign the coefficient 1
to the household head, 0.5 to other adults in the household, and 0.3 to children
under the age of 16. This also means that the constructed counterfactual income
of migrant households is based on equivalized per capita incomes.

3.24.1 Inequality measures

Inequality is a key indicator of economic welfare. Our primary interest is to show
how the total (population) income distribution may be altered by the receipt of
remittances. Income inequality is commonly measured by the well-known Gini
index. The effect of a specific source of income upon inequality is estimated by
decomposing the Gini coefficient by the source of income in line with the meth-
odology developed by Lerman and Yitzhaki (1985). Initially, the Gini coefficient for
the total (population) income is written as a function of the covariance between
income and its cumulative distribution:

. 2Cov[yo, [ ()]

Go=—7"—"—"—— (13)

Ho
G, indicates the Gini coefficient for total income, y, denotes the total household
income, f(y,) is its cumulative distributon and , is the mean (average) income.
If y,, ... y,» denote K components of household income, then total household in-
come y, can be written as the sum of its income components so that y, = YX | y,.
By rewriting the Gini coefficient for the overall income as a function of the co-

variance between the income component k (remittance income) and the cumula-
tive distribution of income, and making use of covariance properties, the total in-
come inequality Gini coefficient, G,, can be decomposed into three parts (Eq. 14):

oo 260vIY0 OO _ 2 Th_y Covlyi F(0)] _
m= = =
Ho Ho
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(14)

S, here denotes the share of component k (in our analysis the share of remittanc-
es) in total income, G, is the Gini coefficient of income distribution from source k,
and R, is the Gini correlation between income derived from source k with the total



income distribution. Compared to other Gini estimation methods, Gini decompo-
sition allows for the estimation of the impact of the change in an income source
such as remittances on overall income inequality (Aslihan & Taylor, 2012; Stark et
al., 1986; Taylor et al., 2005; Taylor, 1992). This is done by taking the partial deriv-
ative of the Gini coefficient with respect to a percentage change e in remittance
income while keeping other income sources constant. It can be expressed in the
form of the (Eq.15). The percentage change in inequality resulting from changes in
income from remittance is thus equal to the initial share of remittances in inequal-
ity minus the share of remittances on total income:

Z—Z = Sk(RkGr — G) (15)
We perform inequality measurements using the observed equivalized per capita
income with remittances, the equivalized per capita income without remittances
and the equivalized per capita counterfactual income. Inequality measurements
are performed in STATA using the descogini module.

3.24.2 Poverty measures

Poverty measures are statistical functions that allow for the comparison of the in-
come and the chosen poverty line(s) by computing aggregate numbers for the
population as a whole, or a subgroup (Coudouel et al., 2002). The choice of poverty
lines is a critical issue, especially if policy conclusions are drawn. We distinguish
between absolute and relative poverty lines. Absolute poverty lines are based on
estimates of the cost of minimal basic food needs for a typical family, to which
a provision for non-food items is added (Ibidem). Relative poverty lines are de-
fined in relation to the overall distribution of income in the country. Subjective
or self-reported poverty indicators can also be used. Ravallion (2008) discusses
alternative approaches to setting and implementing poverty lines.

The decision as to which poverty line to use often depends on the aim of the
analysis. Absolute poverty (whereby the poverty line has constant real value) can
be a more relevant concept in poor countries such as Kosovo, but relative pover-
ty is also useful when the intent is to identify and target the poor in the society



(Ravallion et al., 2008). In our approach we show results for several poverty lines.
As a measure of absolute and extreme poverty we use the absolute poverty and
extreme poverty lines for Kosovo, which were updated for inflation and set at
1.72€ and 1.20€ per day and adult equivalent for the year 2011 (KAS, 2013). We also
use a relative poverty line set at 60 percent of the median equivalized per capi-
ta income (including remittances) of the entire sample and the rural and urban
subsamples.

Poverty was estimated across three poverty measures: 1) the headcount in-
dex, which estimates the share of the population whose income is below the
poverty line; (2) the poverty deficit index (poverty gap), which shows how far off
households are from the poverty line; and (3) the poverty severity index (squared
poverty gap), which, apart from the distance from the poverty line, indicates the
inequality among the poor as well.’® We perform poverty measurements using
the observed equivalized per capita income with remittances, the equivalized per
capita income without remittances and, methodologically more appropriate than
the latter, the equivalized per capita counterfactual income. Poverty measure-
ments were performed in STATA using the povdeco module.

3.3 CASE STUDY RESEARCH

The case study research approach aims to gain a deeper understanding of the
complex social phenomenon of migration. By focusing on a specific case (country,
village, neighborhood) and by taking an explanatory approach, it is particularly
relevant in answering the why and how questions (Yin, 2014). As such, it offers
a rigorous approach to gain valuable insights that are otherwise difficult to gauge
via quantitative methods (such as those described above). Placed in the context
of this thesis, the method allows for focusing on the detailed investigation of the
linkages between migration and households’ welfare via the case of a highly re-
mittance-dependent region in Kosovo. Hence, the focus of investigation shifts
from empirical estimations on the impacts of migration and remittances on pov-
erty, inequality and expenditure behavior (Chapter 4) to a deeper understanding

18 For a brief description of these poverty measures refer to Coudouel et al. (2002) or Méllers and Meyer (2014).



and explanation on the multifaceted effects of migration and remittances on the
broader well-being outcomes of individuals staying behind in migrant-sending
communities (Chapter 5).

The data for the qualitative research was collected during fieldwork conduct-
ed in the region of Opoja in August of 2016. Two follow-up visits to the same re-
gion were conducted in August 2017 and 2018. Opoja was chosen for fieldwork for
two main reasons: The first reason relates to the Opoja people’s traditional partic-
ipation in labor migration and their high dependency on remittance inflows. The
long-term intersection of traditions and labor migration make Opoja an excep-
tional ethnographic setting to understand and reflect upon changes instigated
by migration upon the well-being of migrant-sending communities. The second
reason is the extensive fieldwork conducted by the American anthropologist Jan-
et Reineck on Opoja villages from May 1987 to December 1988. Reineck’s book on
Gender, Migration and Ideology Among the Kosova Albanians (1991) represents the
first modern ethnography on rural life in Opoja and serves as an excellent basis to
understand the link between migration, family relations and welfare. It allows us
to draw the long line from the 1980s until now, thus being a very fruitful inspira-
tion for our qualitative research.

Fieldwork in Opoja resulted in 28 open-ended in-depth interviews with men
and women across different age groups and social standings. These also includ-
ed two group interviews with: a) young Opoja men with a specific focus on their
migration intentions and b) women in a traditional patriarchal household setting
with a focus on their life prospects, assessment of village life, education, and more.
In addition, 75 individual structured interviews were conducted predominantly in
the villages of Opoja. The principal investigator was supported by another experi-
enced researcher in the inception and implementation of the fieldwork in Opoja.
The cooperation proved highly beneficial for the data collection process and later
for the analysis of the qualitative data and the interpretation of the results.

Two types of questionnaires were used for the data collection: one for the
open-ended interviews and one structured questionnaire. While the open-ended
interviews were meant to allow the interviewees to speak freely, the list of topics
used to guide the discussions were aimed at describing changes in the village life
(over the last decades); changes in perceived inequality; the role of migration (and
remittances) in modernizing the village community and their influence on the



traditional households (with a specific focus on the patriarchal family structure); as
well as viable alternatives to migration for the rural population. Questions aimed
at gauging the family decision-making process on migration and remittances fo-
cused on the following issues: who decided about migration; what the frequency
of sending/receiving remittances was; who decided on how remittances would be
spent; and lastly how the remittances were used to finance on-farm and off-farm
activities.

The questions included in the structured questionnaire focused on the following
themes:

« The socio-demographic situation of the respondents: age, sex and marital sta-
tus of the respondents, education level attained and data on the composition
of the household such as the household size, dependency ratio, etc.

.

Information on migrant family members and receipt of remittances (in cash
and in-kind) in the last 12 months and respondents’intentions to stay or leave
Kosovo in the next two years.

.

The respondents’ perceptions with regards to life satisfaction and assessments
of general attitudes towards migration, agriculture, self-employment, wage
employment, urban lifestyle, village life and traditions.

.

Data on household income sources, including (subjective) comparisons of
household income standings over the past twenty years, five years and at the
present.

Questions on patterns of remitting, which were aimed at gauging respon-
dents’ evaluation on the purposes and meaning behind the sending and use
of remittances.

Some descriptive statistics from the structured questionnaires are presented in
Annex A.3. The questionnaires were translated from English into Albanian. From
the open-ended and semi-structured interviews, twenty-four were conducted in
Albanian and four in German. All questionnaires used for the qualitative fieldwork
in Opoja are included in Annex A.4.



In addition to the qualitative interviews, we relied on the following sources of

evidence:

.

Participant observation: direct participation in the life of the host village fam-
ily provided a rare opportunity to talk to and conduct interviews with certain
groups of interest, including the households’ daughters-in-law and the young
girls in the family, but also with frequent family visitors. Furthermore, attend-
ing informal visits with members of the host family to other families in the vil-
lage created unique opportunities to receive access to other households. The
most interesting informal meetings were the pre-wedding and wedding cere-
mony attendances. During these times we could talk, inquire, and observe the
vital role of migration (and that of the migrants) in financing and keeping alive
the traditional Opoja wedding. Being two researchers in the field meant that
while one took an active role in a certain event or activity, the other researcher
could observe, take notes, follow the events, and raise questions as needed.
Direct observations: extensive field notes were written down by the two re-
searchers and photographs were taken on the different fieldwork site.

Use of informants: next to the host family members, one little girl of only 11
years old from the village became an important informant in the village. Cu-
rious and sharp-minded, she would open many doors in the village for us,
which would have otherwise been difficult to access.

Archival records: finally, we screened various archival records including old
village maps and photos shared with us by the families we visited during our
fieldwork. Additionally, the municipal office of Dragash granted us gener-
al access to regional statistics on migration, employment, and socio-demo-
graphic data, including different types of physical and typographical maps,
which proved beneficial for the purpose of fieldwork and in the process of
data analysis.

The material collected from the sources mentioned above was analyzed in con-

junction with the material collected from the qualitative interviews. In the next

section, we discuss the method of analysis of the qualitative data collected

through the fieldwork in Opoja.



3.3.1 Thematic text analysis

There are three basic methods of text analysis used with qualitative data:
a) evaluative text analysis, b) type-building text analysis and ¢) thematic
text analysis (Kuckartz, 2014). All three methods comply with strict sci-
entific standards for qualitative research and are based on quality stan-
dards that follow systematic, rule-governed processes. They are catego-
ry-based methods and the main difference between them rests on how
the categories are constructed. First off, evaluative text analysis analyzes
data with a view of constructing evaluative categories, which are typically
represented via an ordinal scale. This type of analysis is suited towards
quantitative-oriented research. Type-building text analysis, on the other
hand, focuses on the construction of certain typologies, which contain
clusters of similar attributes and characteristics (Kuckartz, 2014). Finally,
thematic text analysis is based upon the identification and description
of themes, which are implicit and/or explicit ideas within the qualitative
material (Guest et al., 2012). Once certain themes are identified, with the
next step is the construction of categories, which are the tools that en-
able the researcher to analyze and interpret the text. Thematic text anal-
ysis is widely popular, as it allows the categories to be constructed both
inductively (bottom-up approach where categories are created using the
data) and deductively (where categories are created following an existing
theory or depending on the research question) (Flick, 2009). It is a meth-
od that necessitates a great deal of reliability due to an intensive process
of interpretation of the data.

Overall, thematic text analysis is considered the most useful method
in capturing the complexities of text materials and it is the most used
method of analysis in qualitative research. For this reason, this method
was also applied here, and the analysis of the qualitative data was done
following the guidelines for thematic text analysis closely. In our quali-
tative analysis we rely on key notions as defined by Kuckartz (2014), and
summarized in Box 2.



Box 2: Key concepts in thematic text analysis

Categories: higher-level concepts (also known as themes) under
which lower-level concepts may be grouped, forming sub-categories

Concepts: conceptual identifiers, which are attached to specific oc-
currences, phenomena and incidences in the data (based on the
researcher’s interpretation of the data). These identifiers enable the
researcher to group data.

Coding: the process of delineating concepts based on the inter-
pretation of the data and in accordance with the main categories
developed.

Coding-sets: temporary combinations of codes that allow the re-
searcher to construct tree structures in hierarchical order (for instance

hierarchical code-sub codes structures).

In-vivo codes: terms used by the participants that maybe applied as
codes by the researcher.

Properties: characteristics that define and describe concepts.

Dimensions: variations within the properties of the concepts (giving
specificity and range).

Source: Compiled from Kuckartz (2014).

3.3.2 Stages in qualitative data analysis

We implemented the thematic text analysis through the following subsequent
phases. In Phase 1, the analysis started with the transcription of the recorded ma-
terial. The process was done in accordance with the guidelines for the production



of transcripts by O'Connell and Kowal (1995). It draws the attention of researchers
to view the preparation of transcripts as a theoretically neutral process guided by
the following principles: a) description of only those features of conversational
behavior that will be analyzed; b) maintenance of a clear division between subjec-
tive perceptions of the researcher and objective information from raw data; c) de-
scriptions, comments, explanations and interpretations should be clearly distin-
guished, and d) transcription is open to errors and may occasionally be unreliable.

Once the qualitative material was transcribed, we continued with translation
of the interviews from Albanian and German into English. During translation, close
attention was paid to preserve the originality of the text and to reduce the trans-
lation biases to a minimum. A number of interesting and relevant block quotes
were kept in the original dialect of the Albanian language spoken in Opoja, and
the names of interviewees were made anonymous as needed.

The data was systemized using the qualitative data software MAXQDA version
12. Systematization meant that interviews, field notes, maps, photos and other
material collected as part of the fieldwork were ordered and made ready for the
analysis. Initial work with the text entailed highlighting what were considered im-
portant passages in the text and the writing of memos. Memos were central at
this stage as they contained comments, ideas and interpretations of interesting
sentences or passages from the text.

In Phase 2 open coding took place. Open coding allows for an inductive com-
parison and categorization of the data. During this phase, the analysis is opened,
meaning that the researcher can analyze the data and develop preliminary con-
cepts and dimensions. In line with Kuckartz (2014), we developed a set of initial,
comparative concepts, which could be transformed into a set of thematic catego-
ries. Apart from open coding, another way to arrive at these thematic categories
is to make use of the existing list of topics and sub-topics, which were part of the
central research question(s). As such, a number of themes that were already part
of the open-ended and semi-structured questionnaires were utilized, including
migration, migration intentions, overall life evaluations, etc. In the end, the team
of two researchers arrived at a set of thematic categories both inductively and de-
ductively. After the thematic categories were developed, the first coding process
followed.



Phase 3 comprised the first coding process, implying that the entire data
(transcribed material) had to be coded using the previously identified thematic
categories. Coding was done in a team of two researchers via consensual coding.
Consensual coding is the process during which the members of the research team
code the interviews independently. In the context of our analysis, two researchers
worked through the text by assigning passages to different categories. If a written
passage was rich and involved several topics, then this passage was assigned to
more categories. During this stage, in-vivo codes were also used.

A number of rules for coding were useful during the first coding process, in-
cluding: a) units of coding (text segments) were kept as full sentences (thus easy
to understand when taken out of a specific paragraph), b) long units (with sev-
eral paragraphs) were coded together, and c) questions aimed at understanding
statements were a part of coding. At the end of this phase, the two researchers
discussed the codes based on the individual interpretations of the text.

After the first coding process was over, Phase 4 encompassed the allocation of
all text passages that belonged to the same thematic category. The process neces-
sitated a meticulous reading of the text, as well as the categorization of coded seg-
ments within developed categories. In Phase 5, once the allocation of text was
complete, sub-categories (sub-codes within each of the codes in the code system)
were created for the thematic categories of interest. The list of sub-categories was
ordered and systematized as needed under each thematic category.

In Phase 6, the entire material was coded for a second time, making use of the
newly created sub-categories. The aim of the second (final) coding process was to
come up with a conclusive list of thematic categories (and sub-categories). It also
meant that the two researchers had to discuss and agree with the coded system.

Phase 7 is the last step in which the final analysis of the material takes place
and the presentation of the results is prepared. Hence, the aim was to study the
thematic categories and related sub-categories. For the purpose of our investi-
gation and in line with Kuckartz (2014), we relied on the following types of the
analysis:

- Category-based analysis is a descriptive type of analysis, which focuses on
the discussion of each thematic category and sub-category. Generally, it de-
scribes what interviewees had to say about all or specific thematic categories
of interest.



- The relationship between sub-categories is analyzed either within the same the-
matic category or between the sub-categories themselves.

- The relationship between thematic categories allows for a large-scale, more
comprehensive type of analysis. For instance, it enables us to investigate the
relationship between the thematic categories of migration, work and well-be-
ing, social norms and remittance-use and so on.

- Graphical representation and visualizations, including diagrams, pie charts,
hierarchical code-sub-code maps that can be used to show the relationship
between different sub-categories and/or to compare groups and individuals
among each other.

Category-based analysis was used to describe the dimensions of well-being (eco-
nomic welfare and subjective well-being) and to depict their relation (as sub-cate-
gories) to well-being (as the key thematic category).

Furthermore, we utilized the relationship between sub-categories to analyze
the frequency distribution of several sub-categories within the thematic category
of remittance-use (where sub-categories capture the specific purpose of the use
of remittances - i.e., a) housing and land; b) conspicuous consumption (cars and
weddings); c) basic expenses (food and clothes); d) education, and e) health).

Likewise, the re