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Abstract

International Human Capital migration is one of the key components of micro economic development in a labour supplying
country. The returns of migration play a significant role in the economic development and growth of the source country. The
remittance causes a positive Balance of Payment as well as poverty eradication in Bangladesh. These Human Capital
migrations also have impacts on micro economic issues like local and household economy, which have received very little
attention in existing studies. The purpose of this paper is to describe the impacts of international labour migration on local
economic development. Therefore, to check the issue, this study collected primary data based on a questionnaire survey from
306 Bangladeshi workers who are engaged in wage-earning employment in Malaysia during the period of Nov-Dec 2010. This
study analysed the data based on the Path Measurement Model. This empirical study found that international Human Capital
migration significantly improves the local and household economy of Bangladesh such as house ownership, improvement of
economic conditions, donation towards local institutes and infrastructure, new work experience, new skills, and poverty
reduction. Some initiatives such as communication skills, maintaining and improving economic diplomacy and discouraging the
Hundi System (lllegal remittance transfer system) are suggested to improve these rising consequences of international
migration in Bangladesh.
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1. Introduction

Once a person crosses the borders of his/her native country and stays in a different country for a period of time, it is
called international migration (Stanat & Christensen, 2006). There are several forms of international migrants such as,
temporary migrants; undocumented migrants; highly skilled and business migrants; forced migration; irregular migrants;
asylum seekers; family members; refugees; return migrants; and long-term, low-skilled migrants (OECD, 2006). These
international migrants generally send back a portion of their income to the home country, which is called remittance. It is
the second largest financial inflow, exceeding global aid in various developing countries. It plays an enormous role in the
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economy in many developing countries, and contributes to economic growth and livelihoods; it is often represented as a
channel for better jobs, better salaries, etc. (Mamun and Nath, 2010).

The trade of human capital migration awards considerable benefit to the individuals as well as the country as a
whole. It brings remittances, investments, trade relations, newer knowledge & ideas, foreign attitudes, and information.
Indirectly, remittances create a scope for more consumption and have different effects on education and business.
Moreover, non-migrant households also benefit from remittances (Adams, 1991; Taylor, 1999).

Remittances influence poverty most directly by raising the income of households with the overseas earnings.
Migration can alleviate poverty according to a research conducted by Adams and Page (2005) on data from 71
developing countries, which showed a 10 percent rise in the split of remittances in a country’s GDP on average with a 1.6
percent decrease in the share of people living in poverty.

At present, it is recognized that at the micro level, remittances are a key source of household income in general for
the beneficiary families in developing countries. A major part of remittances is commonly used for every day expenses on
food, clothing, health care, education (Edwards and Ureta, 2003; Ghosh, 2006; Islam et al. 2013; Cordova, 2004), going
on pilgrimage (Kuhn and Menken, 2002), and basic needs for provisions. Some of these remittances are also spent on
construction of new houses or refurbishment of existing houses (Alderman, 1996; Crawford, 2001; Kuhn and Menken,
2002; Gardner, 1995), acquisition of land, livestock, and consumer commodities such as refrigerators, televisions, air-
conditions, washing machines, and other electronic devices. Nevertheless, a small part of remittances is saved and used
for investment purposes such as opening a small enterprise and other income and employment spawning deeds with
multiplier effects. The study try to find out the impacts of international labour migration on local economic development in
Bangladesh.

2. Litareture Review

The microeconomic determinants of remittances inflows are socio demographic features of migrants along with their
families; these include migrant income, household income, gender, marital status, age, education level, duration level,
migration costs, risk, wealth, shock, and dependency ratio (Agarwal and Horowitz, 2002; Amuedo-Dorantes and Pozo,
2006; Holst and Schrooten, 2006).

Furthermore, remittances can encourage entrepreneurship, generate significant employment and income and
influence economic development and poverty mitigation by encouraging microenterprise development (Woodruff and
Zenteno, 2001).

An additional prospective benefit at the household level is that remittances may offer safety against natural
disasters or economic recession; when migrants’ households face economic difficulties, migrants can avail extra support
by escalating the volume of remittances sent and this countercyclical cash flow can afford a type of insurance for poor
households in Bangladesh (World Bank, 2006).

The inflow of remittances can have very positive effects on intra-family or intra-community resources. At the
household level, remittances have been playing a vital role. These remittances unswervingly become an element of the
household budget, which can either be saved or spent on fundamental needs of both durable and non-durable goods by
the receivers’ households.

Workers’ remittances aid in alleviating credit constraints and as mentioned earlier, offer working capital for the
recipient families to commence business activities. This leads to job creation and develops the development procedure of
the remittance-receiving locality.

McDowell and de Haan (1997) and De Haas (2006) mentioned migration along with growth of agricultural products
and other local non-farming activities as the main strategies to ensure livelihoods.

Yang and Martinez (2005), Yang (2006), Yang (2008), and De Haas (2006) revealed that the developmental
effects of migration could be far more positive than assumed. They drew the conclusion that migrant households have a
higher tendency to invest in comparison to the non-migrant households.

Migrant's remittance has become a major source of income to many households in Bangladesh. Migration is an
effective tool for poverty reduction and it is important for the local development of labour-intensive countries such as
Bangladesh (Rahman and Rahman, 2008), as it improves the living standard as well as family welfare (Ahmed, 2012).
However, it also has some adverse consequences in the society. Sabur and Mahmud (2008) mentioned that the
connection of migrants has increased local political activities. Moreover, Afsar et al. (2002) pointed out that remittances
have an optimistic impact on keeping school-going children in schools in Bangladesh. Though there is very little study on
the impact of remittances on a child’s health, the few available studies show the helpful impact of remittances on child
mortality.
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Several studies (Ali, 1981; Salim, 1992; Matin, 1994; Mahmud, 1989; Hussain and Naeem, 2009) have
demonstrated the contributions of remittance to the national economic development, economic growth, and poverty
reduction, etc., but very few studies have been conducted on the local economic development of migration in the case of
Bangladesh. The present study is an attempt to find out the impacts of international human capital migration on local
economic development in Bangladesh.

3. Dataand Models

This study uses primary data that was collected in Nov-Dec 2010 from the Bangladeshi labor working in Malaysia. The
stratified random sample methodology was used to select samples. A total of 306 samples were collected from the area
of Bangi, Kajang industrial area, Nilai, and Cameron Highlands in Malaysia.

This study conducted the Path Modeling analysis to determine the reason for the improvement of local and
household economic condition of NRBs based on the primary data. The variables of the path modeling are: (Xa1)
Providing zakath and charity; (Xss) = Influence on local or national politics; (Xs7) = Donate to local institutes; (Xss
Donate to improve the infrastructure; (Xso) = Generate employment; (Xa1) = New work experience and new skills; (Xa2
Know a new language; and (Xs3) = Boost up their mentality and positive attitude.

s

=

4. Results and Discussions
4.1 Demographic Characteristics of the Respondents

Among the respondents in the survey, 94% of them are male (Table 1). Most of them are young people, where around
61% of the respondents are within the age range of 20-30, and 40.4% are within the age range of 30-40 years.

Table 1: Gender and Age Distribution of the Respondent

Age
Gender Below 20 20-30 3040 2050 Total %
Female 14 3 17 6%
Male 3 172 % 2 289 94%
Total 3 186 93 2 306
% 1.0% 60.8% 30.4% 7.8%

Most of the respondents have a very low level of education. Around 15% are illiterate, 44% passed primary education,
and 30% passed the secondary education level (Table 2). Most of the respondents originated from the Dhaka and
Rajshahi division of Bangladesh.

Table 2: Home District and Educational Level Distribution of the Respondent

Education

Home District Graduate HSC Iliterate Primary SSC Total %
Barisal 2 5 2 9 3%
Chittagong 1 3 7 18 4 33 11%
Dhaka 9 10 48 24 91 30%
Khulna 8 14 28 23 73 24%
Rajshahi 11 11 35 36 93 30%
Rangpur 3 2 5 2%
Sylhet 1 1 2 1%
Total 1 34 45 135 91 306
% 0% 11% 15% 44% 30%

Among the respondents, 39% work in the manufacturing sectors, 34% work in the agricultural sector, and 26% work in
the construction sector in Malaysia (Table 3). Only less than 1% of the respondents have never switched jobs in
Malaysia. However, most of the respondents have changed their jobs 1-3 times.
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Table 3: Job Sectors of the Respondent

Job Sectors Total %
Agriculture 105 34%
Construction 79 26%
Manufacturing 119 39%
Service 3 1%
Total 306

4.2 Descriptive Statistics

Among the respondents, 74% mentioned that NRBs are providing Zakath, Fitra, and Charity (Table 4). They contribute to
their local development as well as follow the necessary religious subscription. They also participate in social welfare as
well as in helping the poor people in their own country.

On the other hand, according to 80% of the respondents, NRBs influence local or national politics with the help of
the financial support. NRBs also help local institutes and this is mentioned by 51% of the respondents. They try to pool
money and send it to the particular areas of their homes for charity or community advancement. The money is given for
the purpose of establishing social clubs, hospitals and health care and religious projects such as masjid/mosques,
madrasha (religious school) or educational projects like Schools, Colleges and scholarships to students in the villages as
well as many vocational institutes for social interest and wellbeing of those from the NRBS’ hometowns. 60.5% of the
respondents agree that the Non Resident Bangladeshis (NRBs) donate to improve the infrastructure, while 31.4% of the
respondents are neutral. They make new roads and repair old roads and culverts for the villagers. 80.4% of the
respondents agree that NRBs generate employment when they are staying abroad. NRBs help others to work abroad and
create financial support for their family members to generate their own businesses.

Table 4: Descriptive Statistics of the Respondent

Issues Disagree Neutral Agree
(X31) Providing zakath and charity 53(17.3) 27 (8.8) 226 (73.9)
(X36) Influence local or national politics 244 (79.7) 43 (14.1) 19 (6.2)
(X37) Donate for local institute 157 (51) 74 (24) 75 (24)
(X38) Donate to improve the infrastructure 185 (60.5) 96 (31.4) 25(8.2)
(X39) Generate employment 35(11.4) 25(8.2) 246 (80.4)
(X41) New work experience and new skills 10 (3) 15 (5) 281(92)
(X42) Learned new language 27 (8.8) 17 (5.6) 262 (85.6)

Source: Authors’ analysis on primary survey 2010
Note: percentage in parenthesis

91.8% of the respondents agree that NRBs have achieved new work experiences and skills when they are staying
abroad. 85.6% of the respondents mentioned that the NRBs have learned a new language while staying abroad. Due to
lack of education, availability of skilled workers in Bangladesh is very limited. Bangladesh mainly exports unskilled
workers. It is noticed that most of the workers gather skills during their overseas employment i.e. unskilled workers turn
into skilled workers due to overseas employment, which means that transfer of technology, is taking place silently into the
country.

4.3 Path Modeling

This study also conducted the path measurement model to determine the relationships between the Local and Human
Development (HD) impacts of international migration in Bangladesh. Social, culture, and others are the three important
dimensions that are considered to determine the level of influences.

The Squared Multiple Correlation result shows that there is 0.11 or 11% variance for X39 (Generate employment),
0.24 or 24% for X41 (New work experience and new skills), 0.08 or 08% for X4z (Learn a new language), 0.05 or 05% for
Xus (Boost up their mentality and positive attitude), 0.13 or 13% for Xs1 (Providing Zakath and Charity), 0.04 or 04% for
Xss (Influence local or national politics), 0.80 or 80% for Xs7 (Donate to Local institute), and 0.32 or 32% variance for Xss
(Donate to improve the infrastructure) that was produced by the model.
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In determining the Goodness-of fit for the generated structured model, the criterion suggested (Bentler, 1990;
Bentler & Bonnett, 1980; Hair et al., 1998) shows that several types of goodness-of fit indicators need to be fulfilled such
as the Chi-square, 2 s analysis (< 3 is the better), Root Mean Square Residual, RMSR [<.08], Root Mean Square Error of
Approximation, RMSEA [<.08], Adjusted Goodness-of fit Index, AGFI [>.90], Tucker-Lewis Index, TLI [>.90], Normed Fit
Index NFI, [>.90], Relative Fit Index, RFI [>.90], Incremental Fix Index, IFl, [>.90], and Comparative Fit Index, CFl [>.90]
(Table 5). All of these results confirm the reliability of the path measurement model.

Table 5: Goodness of Fit Index for Path Measurement Model Estimation

Absolute fit measures Incremental fit measures
Chi-square = 1.98; AGFI =0.94
P-value =0.01 GFI=0.97
RMSEA=0.06 NFI=0.82
TLI=0.84
IFI=0.90
CFI=0.90

Source: Primary data from survey 2010

The Cronbach's Alpha is valued at 0.565 for the Local Development latent variables while the Cronbach's Alpha is valued
at 0.305 for the Human Development's latent variables consisting of ‘(Xsg) Generate employment’; ‘(Xs1) New work
experience and new skills’; ‘(Xa2) Know a new language’; and ‘(X4s) Boost up their mentality and positive attitude’. These
show that all latent variables used in the model are lower than the suggested value, which is at least 0.7 (Hair et. al.,
1998). Furthermore, De Vaus (2002) suggested that the relationship between one item and the rest of the items in the
scale should be at least 0.30, as such these results are acceptable.

Table 6 shows that the Local Development latent variable to the observed variable path coefficient of Xs7 obtained
the highest value, which is 0.90; the Xss has 0.56 value of path coefficient and the Xa1 has 0.36, which is considered very
poor. On the other hand, the other latent variable is Human Development where the X1 observed variable has the
highest path coefficient value, which is 0.49, and Xse has a 0.33 value. SEM results show that Human Development has
the highest effect (Coefficient 0.54) on International Migration compared to Local Development.

Table 6: Summary Output of the Path Measurement Model Diagram

. . Correlation . Correlation Effect
Unobserved Variables Observed Variables (Coefficient) Effect (Variance) (Coefficient) (Variance)

Xa1 .36 13
Xas .20 .04

Local Development Xar 90 80 .09 .01
Xag .56 .32
Xao .33 11
Xa1 49 24

Human Development Xio 29 08 .54 .30
Xa3 22 .05

Source: Primary data from survey 2010

Figure 1: Path Measurement Model to estimate the contributions of Local and Human Development
Source: Primary data from survey 2010
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5. Conclusion and Recommendation

Remittances constitute an important phenomenon in the Bangladesh economy. At the same time, it also has some micro
level contributions such as significantly improving the status of the migrants and increasing financial contributions to other
local issues such as donating towards local institutes, and donating to improve the infrastructure of the local community.
Moreover, the returning NRBs have become experienced and have achieved more skills. There should be scopes and
facilities to utilize these skills after the NRBs return to Bangladesh. The government needs to provide various investment
benefits, financial and credit support, insurance facilities, and advisory support, etc. The government policy needs to
consider the local and family issues of the NRBs such as to establish training and counselling services.

The remittances have various possible effects on poverty reduction. The utilization of remittances has been a
major area of research in Bangladesh. Migrant families around the world are dependent upon remittances to protect their
livelihood. De Bruyn and Kuddus (2005) discovered that the savings rate of remittance-receiving households is
significantly higher than that of non-receiving households.

For the betterment of the prospective expatriates, communication skills should be improved. The ‘Hundi System’
(illegal remittance transfer system) should be discouraged while making it easier to transfer remittances formally at a
lower cost.

6. Acknowledgements

This work was supported by the Exploratory Research Grant Scheme under ERGS/1/2013/SS07/UKM/01/1, headed by
Professor Emeritus Chamhuri Siwar, Institute for Environment and Development (LESTARI), Universiti Kebangsaan
Malaysia and under research project XX-16-2012 headed by Dr. Rahmah Elffithri, Institute for Environment and
Development (LESTARI), Universiti Kebangsaan Malaysia are gratefully acknowledged.

References

Adams, R. H. (1991). The economic uses and impact of international remittances in rural Egypt, Economic Development and Cultural
Change, 39, pp 695 - 722.

Adams, R. H. and J. Page. (2005). Do International Migration and Remittances Reduce Poverty in Developing Countries? World Bank,
Washington, D.C. http://siteresources.worldbank.org/INTAFROFFCHIECO/Resources/Migration_and_Remittances.pdf [Accessed
29 March 2010]

Afsar, R., Yunus, M. & Islam, A. S. (2002). Are Migrants Chasing after the Golden Deer?: A Study on Cost-Benefit Analysis of Overseas
Migration by the Bangladeshi Labour. International Organization for Migration (IOM), Regional Office for South Asia, Dhaka.

Agarwal, R., and A. W. Horowitz. (2002). Are International Remittances Altruism or Insurance? Evidence from Guyana Using Multiple-
migrant Households.WorldDevelopment. 30(11): 2033-2044.

Ahmed, S.M., (2012). Migration Remittances and Housing Development: Contribution of International Labor Migration and Remittances
to Migrant Sending Households in Rural Bangladesh. Lund University Master of International Development and Management,
Sweden.

Alderman Harold. (1996). Saving and Economic Shocks in Rural Pakistan. Journal of Development Economics 51: 343-365.

Ali SA. (1981). An analysis of the institute of home remittance by Bangladeshi workers abroad on the national economy in labour
migration from Bangladesh to Middle East. World Bank staff working paper 454, Washington, DC.

Amuedo-Dorantes, C. & Pozo, S. (2006). Remittances as Insurance: Evidence from Mexican Immigrants. Journal of Population
Economics 19(2): 227-254.

Ballard, R. (2001). The Impact of Kinship on the Economic Dynamics of Trans-national Networks: Reflections on some South Asian
developments Centre for Applied South Asian Studies, University of Manchester.

Bentler, P. M. (1990). Comparative fit index in structural models. Psychological Bulletin, 107, 238-246.

Bentler, P. M., &Bonnett, D.G. (1980). Significance testes and goodness of fit in the analysis of covariance structures. Psychological
Bulletin, 88, 588-606

Cordova Lopez, E. (2004). Assessing the Impact of Remittances on Schooling: The Mexican Experience. JEL Codes: F22, J24, 015

Crawford, David (2001). How “Berber” Matters in the Middle of Nowhere. Middle East Report, 219, 21-25.

De Bruyn T. and Kuddus, U. (2005). Dynamics of Remittance Utilization in Bangladesh, IOM Migration Research Series, No. 18.
www.hiva.be/docs/rapport/R1065.pdf [Accessed 12 July 2009]

De Haas. (2006). “Migration, remittances and regional development in southern Morocco.” Geoforum, Vol. 37, No. 4, pp. 565-580.

De Vaus, D. A. (2002). Surveys in Social research. 5th ed. London: Routledge, Psychology Press.

Edwards, A. C. & Ureta, M. (2003). International Migration, Remittances, and Schooling: Evidence from El Salvador. Journal of
development economics 72(2): 429-461.

Gardner, K. (1995). Global Migrants, Local Lives. Travel and Transformation in Rural Bangladesh, Clarendon Press, Oxford.

568



ISSN 2039-2117 (online) Mediterranean Journal of Social Sciences Vol 6 No 3 §1
ISSN 2039-9340 (print) MCSER Publishing, Rome-Italy May 2015

Ghosh, B. (2006). Migrants’ Remittances and Development: Myths, Rhetoric and Realities, International Organization for Migration
(IOM).

Gustafsson, B. and N. Makonnen. (1993). Poverty and Remittances in Lesotho, African Economies 2(2): 49-73.

Hair, J. F., Anderson, R.E., Tatham, R.L., & black,W.C. (1998). Multivariate Data Analysis, 5" Ed. New Jersey: Pretice Hall Inc.

Holst, E. and M. Schrooten. (2006). Migration and Money- What Determines Remittances? Evidence from Germany, Institute of
Economic Research, Hitotsubashi University, Discussion Paper Series No. 477.

Hussain Z, Naeem F. (2009). Remittances in Bangladesh: determinants and 2010 outlook.

Islam, S., Parvin, S. &Kalam, A. (2013). Socio-Economic Impacts of International Migration in Bangladesh. Journal of Economics and
Sustainable Development 4(4): 9-17.

Kuhn, R. S., and J. A. Menken. (2002). Migrant social capital and education in migrant-sending areas of Bangladesh: complements or
substitutes? http://delta.grot.org/rc/rp008.pdf. [Accessed 13 July 2009]

Mahmud W. (1989). The impact of overseas labour migration on the Bangladesh economy. In: Amajad R (ed) To the Gulf and back.
International Labour Organisation (ILO), Geneva, p 55.

Mamun, K. A. & Nath, H. K. (2010). Workers' Migration and Remittances in Bangladesh. Journal of Business Strategies 27(1): 29.

Matin K. A. (1994). The overseas migrant workers, remittances and the economy of Bangladesh: 1976/77-1992/93. Dhaka Univ J Bus
Stud 15(2):87-109.

McDowell C. and A. de Haan. (1997). Migration and Sustainable Livelihoods: A Critical Review of the Literature, IDS, Sussex.

OECD, (2006). Where Immigrant Students Succeed - A comparative review of performance and engagement in PISA 2003. Paris:
OECD Publications, 2006 (17-19) ISBN 92-64-02360 7.

Rahman, M. A. & Rahman, M. M. (2008). Impact of Migration on Bangladesh Economy: A Critical Analysis. Europe 727(56.1): 7.7.

Sabur, M. A., Hasan, M. (2008). “Political Impacts of Remittances: A Micro-level Study of Migrants’ Remittances in a Village in
Bangladesh”. Asian Social Science. Vol.4, No. 12.

Salim R A. (1992). Overseas remittances in Bangladesh: importance, potentialities and policy options. Jahangirnagar review, Part I,
social science XlIl and XIV. Jahangirnagar University, Dhaka.

Stanat, P., and Christensen, G. (2006). Where Immigrant Students Succeed: A Comparative Review of Performance and Engagement in
Pisa. OECD Publishing, 1st Edition. Paris.

Taylor, Edward J. (1999). The New Economics of Labour Migration and the Role of Remittances in the Migration Process, International
Migration 37(1): 33-88.

Woodruff, C. and Zenteno R. (2001). Remittances and Microenterprises in Mexico, UCSD, Graduate School of International Relations
and Pacific Studies Working Paper. www2-irps.ucsd.edu/faculty/cwoodruff [Accessed 17 August 2009]

World Bank. (2006). Global Economic Prospects: The Economic Implications of Remittances and Migration. Washington D.C.: The
World Bank.

Yang, D. (2006). Why Do Migrants Return to Poor Countries? Evidence from Philippine Migrants' Responses to Exchange Rate Shocks.
The Review of Economics and Statistics 88(4): 715-735.

Yang, D. (2008). International Migration, Remittances and Household Investment: Evidence from Philippine Migrants’ Exchange Rate
Shocks. The Economic Journal 118(528): 591-630.

Yang, D. and Claudia M. A. (2005). Remittances and Poverty in Migrants Home Areas: Evidence from the Philippines, In Caglar Ozden
and Maurice Schiff, eds., International Migration, Remittances, and the Brain Drain, World Bank.

569



