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EXTENDED ABSTRACT  

Purpose Remittances are a significant source of household income and foreign exchange 

inflows for the Republic of North Macedonia (MKD) due to the relatively large share of 

workers who have emigrated, mostly to the EU. This paper analyses data from a survey of 

almost 2000 households that receive remittances to investigate how households use the income. 

Although remittances are mostly used for consumption spending, a specific focus of the 

analysis is on the almost 20% of households that invest or save the money. What are the 

characteristics of these households, and the determinants of the amount and share invested or 

saved?  The paper then estimates the macroeconomic impact of remittances in terms of the 

effect on consumption, investment, and saving. 

 

Design/methodology/approach This paper makes use of a survey of almost 2000 households 

receiving remittances in North Macedonia (MKD) in 2021 to empirically investigate how the 

income is used and if this is related to characteristics of the migrants and households. 

Unfortunately, the survey was only for receiving households (it is not possible to compare with 

non-receiving households), data on household characteristics are limited, and it is only a cross-

section (although some retrospective questions were included). The decision of how to use 

remittances received is analyzed by a set of discrete choice models. On the one hand, we have 

considered the characteristics of the households receiving the remittances (family income, 

employment, age, gender, ethnicity, settlement type, place of residence), and on the other hand, 

we have considered factors like: i) remittance timing, ii) trends, and iii) migrant’s home country 

attachment. For robustness checks, we have used PPLM regressions like I/S/C (%)*total RR 

and the Zero-inflated Model.  

 

Findings North Macedonia is facing a growing trend of migration, which, if not addressed, can 

potentially cause significant socio-economic disruptions in the country going forward. The 

stock of migrant population to total population ratio stood at 37 percent in 2020, which is the 

third highest in the region after Albania and Bosnia and Herzegovina, and well above the 

average for developing countries. Most of the migrants go to the EU (mostly Germany and 

Italy) or Switzerland, as well as to Turkey. Finally, migrants from North Macedonia tend to be 

young people in their most productive years, which may pose serious challenges to 

development going forward.  
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Figure 1: Stock of migrants from North Macedonia and migration rate 

 
Note: data refers to the foreign-born population 

(Source: United Nations Population Division and authors' calculations) 

 

Figure 2: First-time residence permits issued by the 

EU-27 countries 

 

Figure 3: Age structure of immigration from North 

Macedonia to the EU, by age groups 

  
Note: data for 2020-2021 is available but is not included because of distortions due to the COVD-19 crisis 

(Source: Eurostat and author’s own calculations) 
 

This paper analyses data from a survey in 2022 of 2000 households that receive remittances to 

investigate how households use the income. Although remittances are mostly used for 

consumption spending, a specific focus of the analysis is on the almost 20% of households that 

invest or save the money. We try to see what the characteristics of these households and the 

determinants of the amount and share are invested or saved. Using several specification models 

and considering the heterogeneity of recipient households, our findings indicate that 

remittances can significantly impact the financial structure of Macedonian families, suggesting 

the potential for a broader macroeconomic effect as well (ongoing research). This effect is 

likely to be stronger when families expect sustained or increasing remittance flows and when 

the sender has a deep connection to their country of origin. 
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Table 1: Probit regressions. Binary dependent variable: Use of RR 
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Table 2: Zero-inflated ordered probit (3 categories)
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Originality/value To the best of our knowledge, remittances and their effects, both from 

consumption and savings and investment, have been very scarcely analyzed in the case of North 

Macedonia, so this study may contribute to shedding new light on the subject. In addition to 

measuring the effects of remittances on investment and consumption expenditures, we are also 

attempting to quantify their overall macroeconomic impact on the country’s gross domestic 

product, which, to the best of our knowledge, has not been done for North Macedonia. Thus, 

we are providing insights that can contribute to future policy advice aimed at maximizing these 

financial transfers. 
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