Este documento forma parte de la produccion
editorial de la Conferencia Interamericana de
Seguridad Social (CISS)

Se permite su reproduccion total o parcial, en
copia digital o impresa; siempre y cuando se cite
la fuente y se reconozca la autoria.



VOL. 2 NUM. 2 SECOND SEMESTER 2006

Migration
Guest Editor
Alejandra Cox-Edwards

Alejandra Cox-Edwards

Edward Funkhouser

Mariano Sana
Chiung -Yin Hu

Catalina Amuedo-Dorantes
Susan Pozo

Alketa Hysenbeoasi
Susan Pozo

Philip Martin

Rohert E.B. Lucas

UNIVERSIDAD
[BEROAMERICANA

Well-being

INTRODUCTION

THE EFFECT EMIGRATION ON THE LABOR MARKET
OUTCOMES OF THE SENDER HOUSEHOLD: A
LONGITUDINAL APPROACH USING DATA FROM
NICARAGUA

IS INTERNATIONAL MIGRATION A SUBSTITUTE
FOR SOCIAL SECURITY?

THE TIME PATTERN OF REMITTANCES: EVIDENCE
FROM MEXICAN MIGRANTS

WORKERS" REMITTANCES AND CURRENCY
CRISES

THE EFFECTS OF MIGRATION ON SENDING
COUNTRIES: A COMPARISION OF MEXICO AND
TURKEY

REVIEW OF INTERNATIONAL MIGRATION,
REMITTANCES, AND THE BRAIN DRAIN, EDITED BY
CAGLAR OZDEN AND MAURICE SCHIFF



WELL-BEING AND SOCIAL POLICY
VOL 2, NUM. 2, pp. 49-66

THETIME PATTERN OF REMITTANCES:
EVIDENCE FROM MEXICAN MIGRANTS*

Catalina Amuedo-Dorantes
Department of Economics, San Diego State University and IZA
camuedod@mail.sdsu.edu

Susan Pozo
Department of Economics, Western Michigan University
susan.pozo@wmich.edu

Abstract

e explorethetime patter n of remittances using data on return migrantsfromthe Mexican

Migration Project. Some of these return migrantshave settled inthe U.S. and arereturning
to Mexico to visit family and friends, whereas others are temporary migrants returning home
after aworking spell inthe U.S. We find that the dollar amount remitted first increases with time
spent in the U.S. to later on decline after five and a half years of U.S. experience, lending
support to the existence of an inverted “ U” time pattern in migrant remittances. Furthermore,
as expected, remittance decay occurs at a faster rate for migrants maintaining weaker ties to
Mexico and up to three years later for their counterparts with spouses back in their origin
communities.

—— Key words: remittance decay, return migrants, temporary migrants, Mexico, Mexican Migration Project.
Classification JEL: F22, D13, 019.

Introduction

t is often claimed that the remittances sent home by migrants decay with the duration of their

migratory spells. Remittance decay is thought to take place because migrants’ attachmentsto
their home communities are presumed to weaken with time, reducing their need and desireto remit
money home. Despite the broad acceptance of thisview, thereisvery little empirical evidencein
support of remittance decay. In this paper, we consider this proposition and empirically explore
whether the time pattern of remittancesis consistent with the notion of remittance decay.

Itislikely that when migrants first move away from home, they either do not remit or they
remit only modest amounts of money. Thefirst order of businessfor the new community member

* Prepared for presentation at the Inter-American Conference for Social Security (CISS) and Universidad
Iberoamericana (UIA) conference on “The Effects of Migration on Sending Countries’, February 24-25, 2006
in Mexico City, Mexico. We are thankful to the National Institute of Child Health and Human Development
for the support received to carry out this study (1 RO3 HD044524-01A1).
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isto settle into the new surroundings, secure ajob, save to obtain lodgings, and even learn about
the various options available to remit money home. Relocation and start-up costs are likely to
|eave theimmigrant with few resourcesto share with family membersback homeduring theinitial
stages of migration. Eventually, however, these rel ocation costs fall, enhancing migrants' ability
to remit money home.

However, as migrants' residencies in the host country lengthen, it is likely that migrants
attachments to their home communities weaken for a variety of reasons. For instance, family
reunification may eliminate migrants' need to remit money home. Alternatively, migrantsmay form
new families and acquire new responsibilities that compete with older and less pressing
responsibilitiesin the origin communities. Yet another possibility isthat, with the passage of time,
the initial economic need prompting migration wanes. For example, a younger sibling might
eventually enter the home community labor market and assumethefinancial responsibilitiesof the
absent household member. Thismay free the migrant from continuing to support thefamily. Inall
theseinstances, migrants attachmentsand responsibilitiesto their home communities are weakened,
which may lead to reductionsin remittances astheir U.S. experienceslengthen. It isthis eventual
reduction in remittance outflows that we attempt to capture and explore herein.

Whether remittance-decay takes place is of interest for a number of reasons. Policy
makers counting on remittances as a source of income for devel oping economies have an interest
in learning about the persistence of these foreign exchange inflows. Suppose that national policy
convertstemporary migrantsinto permanent migrants. Since, temporary migrantsare morelikely to
stay more closely attached to the home community, they are lesslikely to reduce their remittance
flows. Hence, the conversion of temporary into permanent migrants will diminish the monetary
resources that can be expected to derive from emigration. Some researchers (e.g. Orrenius 1999;
Massey, Durand and Malone, 2002) have noted that the average U.S. trip duration for Mexican
emigrants has lengthened following tougher border patrol measuresimplemented at the Mexico-
U.S. border. If thisisareflection of the conversion of temporary migration into more permanent
migration, many Mexican communitieswith high levels of migration may experienceadeclinein
remittance inflows as border enforcement policies continue to become more stringent and U.S.
residenciesfor those emigrants become more permanent.

Another policy that could impact on the permanency of migration is an expansion and
reconfiguration of a Mexican guest-worker program. Proposed legidation envisions providing a
large number of currently unauthorized Mexicans with work visas. But these visas would be
renewable only if the guest worker returns to Mexico to apply for an extension. By continually
sending the guest worker home, interruption of the assimilation process may take place, thereby
slowing down remittance-decay. Likewise, recent Dominican Republic policiesthat facilitate the
participation of up to the second generation of emigrantsin the political and socia processes of

1 It is important to note that the term “remittance-decay” has also been used in an alternative context to
signify how remittances respond to variations in the levels of income of the home family (Hunte 2004). When
home families establish a minimal living standard, Hunte argues that the migrant reduces the level of support
in the form of remittances. Diminishing marginal utility of income and paternalistic behavior to stem erosion
of the work ethic are two explanations that Hunte provides for the negative impact of home community
income on remittance. This is an unconventional use of the term of remittance decay.
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theidland (e.g. Bernstein 2004) may also interrupt the waning of tieswith the home community and
slow down remittance-decay.

In this study, we attempt to gain a better understanding of the overall time pattern of
remittances by examining how remittancesvary with thelength of timethat migrantsfrom Mexico
spend in the US. We hypothesize that migrants' remittances exhibit a hump-shaped time pattern
according to which remittancesfirst rise as some start-up coststo remitting are covered to eventual ly
fall asmigrants' U.S. experiences surpass a certain threshold and migrants’ ties with their home
communities weaken for one reason or another.

1. Literature Review

Inwhat followswe summarize avariety of findingsregarding thetime profileof emigrants’ remitting
patterns. Few articles have focused on this question. In most instances, analyses regarding the
time pattern of migrant remittances are limited to a discussion of the sign on the coefficient
indicative of the time spent by migrants away from home in empirical studies focusing on other
aspects of migrants' remitting behavior.

A few studiesin theliterature have reported apositiveimpact of timeon emigrants' remittances
tothehomeland. Asnoted earlier, thisdirect impact may be dueto the existence of “ start up costs’
to remitting money home. In thisvein, DelaBriére et al. (2002) find that the coefficient on the
length of migrants’ staysin the host country is positive and statistically different from zero when
examining the likelihood to remit and the amount sent home by Dominican emigrants. Likewise,
Agarwal and Horowitz (2002) find that adummy variableindicative of whether migrantsleft home
more than ayear ago is positive and statistically different from zero. In their often cited paper,
Lucas and Stark (1985) find that the duration of migrants' stays in the host country are tied to
higher remittance volumes.

In contrast to the studiesthat find remitting probabilitiesincreasing with time, most analyses
appear unableto find astatistically different from zero impact of thetime spent by emigrantsinthe
host country on the amount remitted home. Studies of the behavior of Tuvaluansin New Zealand,
(Simati and Gibson 2001) and of Tongan and Western Samoan migrants (Brown 1997) detect no
systematic variation in their remittances and the time spent away from home. Likewise, using data
from the Mexican Migration Project, Durand et al. (1996) reject the hypothesis of declining
remittances as the duration of migrants’ staysin the U.S. lengthens.

Theonly empirical study we could find that supports remittance-decay isby Menjivar et al.
(1998). When examining the remittance behavior of Salvadorian and FilipinoimmigrantsintheU.S.,,
the authorsfind that the probability to remit declines with thelength of migrants’ tripstothe U.S.
However, Menjivar et al. (1998) still fail to observe declinesin the amountsremitted astimeinthe
host community lengthens.

A number of studies, while not directly addressing thetime pattern of remittances, hint at the
existenceof alink between remittances and the permanency of migration. Duraisamy and Narasimhan
(2000), inastudy of rural to urban migration in India, find that the coefficient on time spent inthe
host community does not affect the decision to remit or the amount remitted home by migrants.
However, the authors report that the intent to return home is positively related to emigrants
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remittances. In other words, those who consider themselves temporary migrants are more apt to
remit and they remit more. Similarly, inastudy of immigrantsin Germany, Merkle and Zimmermann
(1992) find that whenincluding years of residency in the host community and the planned duration
of their German residency, only the latter impacts remittances. Specifically, migrantswith longer
planned stays in Germany remit less. These studies suggest that the intent to return plays an
important rolein migrants' remitting patterns. If oneintendsto return homeand isthus migrating
only on atemporary basis, it isimportant to maintain a presence in the community and to build up
assets (saving) that can be tapped upon return. Indeed, the entire point of migrating in this case
may be to accumulate for a particular project, such as purchasing housing or land. In this vein,
Glytsos (1997) finds that temporary Greek migrantsin Germany and Australiaare more likely to
remit than their more permanent counterparts.

In sum, some studies suggest that remittances increase with time spent away from home,
others suggest that they decrease over such a period of time, and till others make the claim that
thedecisionto remit and the amount remitted are correlated with whether anindividual isatemporary
or apermanent immigrant. In this study, we reconcile these various reports on the time pattern of
remittances. We hypothesize that remittancesinitially rise with time spend in the host country as
migration costs are recovered and better employment secured. Asaresult, someimmigrantsgain
morefinancia flexibility and are ableto remit larger anountshome. However, with the passage of
time, migrants' attachment to their home communities weakens and so do their gifts. Hence,
remittancesdisplay aninverted “U” pattern; first rising to eventualy fall asmigrants U.S. experiences
lengthen beyond a given threshold. Inwhat follows, we test this hypothesis regarding the hump-
shaped time-pattern of migrant remittances.

2. Data and Some Descriptive Evidence

To explore whether remittances respond to time spent away from home, we use data from the
Mexican Migration Project (MM P107). The MM P107 databaseistheresult of amultidisciplinary
study of Mexican migrationto the U.S. Currently, the MM P107 database includes detailed social,
demographic, and economicinformation from approximately 18,000 householdsin 107 representative
communities in 17 Mexican states.? The MMP107 survey has been carried out annually in the
winter months of 1982-1983 and 1987-2004. The MM P107 collectsinformation from households
randomly selected in a variety of Mexican communities. For each household, a complete life
history isgathered for the household head, which includes detailed information on past migration
experiences in the United States. After gathering detailed information on these households,
interviewers travel to the destination areas in the U.S. to administer identical questionnaires to
households from the same communities in Mexico who have settled in the U.S. and no longer
return home. Altogether, the MMP107 provides reasonably representative data on Mexican
immigrants in the U.S. (Amuedo-Dorantes, Bansak, and Pozo 2005, Massey and Zenteno 2000,
Munshi 2003).

2 As of the MMP107, the sample covers communities in the states of Aguascalientes, Baja California Norte,
Chihuahua, Colima, Durango, Guanajuato, Guerrero, Hidalgo, Jalisco, Michoacan, Nayarit, Nuevo Ledn, Oaxaca,
Puebla, San Luis Potosi, Sinaloa, and Zacatecas.
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Inthisstudy, we usetheinformation collected from agroup of Mexican immigrants upon their
return home during the winter months. Some of these immigrants may have traveled back to
Mexico with theintention of never migrating againto the U.S. Othersmay have simply returned to
their origin community for avisit. Within thislast group, some may plan to permanently returnto
Mexico at some future date, while others may intend to periodically return to Mexico with the
exclusive purpose of visiting family and friends. The MMP107 does not allow us to distinguish
these various groups of immigrants. Therefore, all we are able to confirm is that our inferences
regarding the time pattern of remittances are restricted to return migrants. As frequently noted in
theliterature on Mexican migration (Cornelius 1976, 1978; Massey 1985; Massey et d. 1987; Ranney
and Kossoudji 1983), alargefraction of these migrantsare“ circular migrants’ who travel back and
forth between Mexico and the U.S. multiple times as conveyed by thefact that the average number
of trips to the U.S. for our sample of migrants is four. Is the analysis of return migrants of any
interest?Yes, it isto the extent that returnees constitute the vast majority of Mexicanimmigrantsto
the U.S,, possibly owing to the proximity of the two countries (e.g. Lowell 1992, Lindstrom 1996,
Bean 2001). Finally, in an effort to minimize recall bias and ensure greater accuracy of responses,
werestrict our sampleto those whose last trip to the U.S. occurred after 1970.3

In addition to information on the duration of migrants’ U.S. experiencesand monthly earnings
remitted home during their last U.S. trip, weinclude avariety of migrant personal, family, community
and time-related variables possibly affecting their remitting patterns. Specifically, among
immigrants' personal characteristics, weincludetheir age, gender, educational attainment, ability
to speak English, and legal status. We aso include family related variables to account for the
economic needsof immigrants’ familiesback in Mexico as captured by the presence of aspousein
Mexico and the percent of hon-working age household membersin Mexico. Finally, the analysis
also controls for community and time-related factors possibly affecting immigrants money
transferring behavior. The latter include the population density of immigrants' communities of
origin, aset of dichotomousvariablesindicative of migrants’ states of origin, and the decade when
immigrants’ last crossed over into the U.S. A detailed description of the variables used in our
analysis, their means and standard deviations are included in Table A in the appendix.

To familiarize ourselves with the data, Figure 1 displays a histogram of the duration of
migrants’ U.S. experiences. Shorter U.S. experiencesare morefrequent than longer U.S. experiences.
Thisisnot surprising considering the continued growth of Mexican immigration. Figure 2 further
alowsusto better identify the most frequent migration spells, i.e. 6 months, 12 months, 2 years, 3
years, and 3 years plus.

What are some of the characteristics of migrants in our sample? The figures in Table 1
address this question with a description of some of the personal and family characteristics of
migrantswith various lengths of U.S. experience. In some cases, migrants' characteristics appear
tovary with thelength of their overall migration experience, whereas, in other instances, wefind no
clear relationship between the two. For example, at ameredescriptivelevel, thefiguresin Table 1
suggest that migrants with longer U.S. experiences are also older. Likewise, immigrants’ legal
status seems to be correlated with the length of their migration. Immigrants with longer U.S.

3 Approximately eighty percent of those in the MMP107 sample who migrated to the U.S. did so between 1970
and 2002.
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Figure 1
Histogram of Months of U.S. Experience

.0157

.01

Density

.005]

O T
200 400 600 800

Months of U.S Experience

Figure 2
Histogram of Months of U.S. Experience
(Restricted to Experiences Lasting Less than 43 Months)

Density

0+ ‘ ‘
10 20 30 40

Months of U.S Experience

54



WELL-BEING AND SOCIAL POLICY
VOL 2, NUM. 2, pp. 49-66

Table 1
Migrants’ Characteristics According to Total U.S. Migration Experience

U.S. Migration

: Years of Percent
E(xl\ﬁs:&':;e N Age Education Undocumented
0-6 633 41.94 5.87 78.10
6-12 670 41.63 5.57 86.17
12-24 722 41.01 5.60 80.56
24-36 470 39.64 5.60 82.73
36+ 2652 43.25 5.76 47.01
uU.S. Migration Percent Who Percent wi_th P::gflz::‘ng'\lg(;n_
Experience Speak English 2 Spouse in Members in
(Months) Mexico Mexico
0-6 14.22 92.58 63.85
6-12 13.43 93.88 65.07
12-24 17.45 92.11 65.06
24-36 20.21 85.11 64.24
36+ 44.80 60.22 60.75

experiences (up to 3 years) appear more likely to be undocumented. This is expected given the
greater costs and uncertainty of subsequent tripsto the U.S. endured by returning undocumented
migrants. However, theincidence of documentation risesamong immigrantswith U.S. experiences
lasting in excess of 3 years. This statistic may be reflecting the fact that immigrants adjust their
statusover timeor, aternatively, that legal immigrantsare morelikely to stay beyond 3-yearstime.
Thefiguresin Table 1 also corroborate the expectation that English proficiency increaseswith the
time spent in the U.S., which could be indicative of the job market successes of those fluent in
English and/or of immigrants’ acquisition of U.S. specific human capital, such aslanguage skills,
over time. Additionally, wefind that the duration of migrants' U.S. experiences seemsto beagood
predictor of the existence of aspouse or partner in Mexico asimmigrants with spouses back home
have shorter U.S. experiences on average. Yet, the length of migrants' U.S. experience does not
appear to be correlated to the percent of household membersin Mexico that are of non-working
age nor with migrants' educational attainment. In sum, long-term migrantstend to be older, English
proficient, and lesslikely to have aspouse or partner back home. These characteristicsare consistent
with those exhibited by more assimilated migrants.

Inwhat follows, we discuss our strategy for examining how remittancelevelsvary withtime
ever spentinthe U.S. In devising our strategy, we take into consideration the characteristics of our
sample of Mexican migrantsand the control sneeded to net out theimpact of immigrant characteristics
that may, alternatively, explain variationsin migrants' remittancesover time.
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3. Methodology

Our intent isto examine how the dollar amount remitted home by migrantsduring their last U.S. trip
varies on account of thetime ever spent in the U.S. Note that, while the vast majority of migrants
in our sampleworked whileinthe U.S. (approximately 94 percent of our sample), alarge share of
immigrants (slightly above 25 percent of migrants in our sample) did not send money home.
Therefore, the distribution that applies to the sample datais a mixture of discrete and continuous
distributions, rendering the use of OL Sinappropriate. Following theliterature (e.g. Brown 1997,
Ravallion and Dearden 1998, Schrieder and Knerr 2000), we estimate aTobit model that takesinto
account the censored nature of the distribution of immigrants’ money transfers by modeling the
likelihood of remitting and the amounts ultimately transferred asafunction of the same covariates.

A potential disadvantage of the Tobit model is that a change in any regressor will have the
same overall effect (that isthe same sign) on both the probability of remitting money back home
and on theamount finally transferred. Hence, atwo-part model could improve on the estimation by
allowing for the possibility that variables affecting the decision to remit may impact the amount
sent home differently. Nonetheless, recognizing: i) the difficulty of conceiving appropriate
identifiersthat affect the decision to remit back home without influencing the amount transferred
home by immigrants, and ii) the sensitivity of the findings to the choice of identifiersinherent in
the estimation of two-part sel ection moddls, we view the estimation viaaTobit modd aspreferable.

Assuch, we proposethefollowing Tobit model for examining remitting behavior over timein
immigrants’ money transfersto Mexico:

Rifc = atifc + ﬂt i + x ilfc¢ + gifc ,Wlth Rifc = max (01 Ri;c) (1)

and where: € .. ~ N(0,0 ?) ,i = migrating household head, f = family in Mexico, and

c= community in Mexico. Thevector R, refersto thedollar amount remitted home by migrants.
Thetime ever spent by migrantsin the U.S. is captured by 1. . We also include a squared term,

2 . . . . . .
tifc , toalow for anon-linear patternin migrants’ remittance sending patterns. If, ashypothesized

earlier, the pattern of migrants' remittances over timeishump-shaped, the coefficient on t would be
positive and that of t2negative.
Themodel also accountsfor avariety of immigrants’ personal, family, community of origin,

and time-related characteristics (included in vector X, and discussed below) possibly affecting

their remitting practices. Asnoted earlier, among immigrants’ personal characteristicsweinclude
their gender and age. Controlling for migrants' gender and ageisimportant since men of working

4 A second potential disadvantage of the Tobit and two-part selection models is their reliance on normality and
homoscedasticity in the latent variables. However, as noted by Wooldridge (2003), neither conditional
normality nor heteroskedasticity affect the unbiasedness or consistency of the OLS estimates and, as a result,
for reasonable deviations from these assumptions, the Tobit model still provides good estimates.
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age are still morelikely to be the main breadwinners and, as such, aremorelikely to remit and to
remit larger sums back homethan, for example, non-working age femaleimmigrants. Likewise,
we include information on immigrants' legal status, educational attainment, ability to speak
English, and monthly earnings during their last U.S. trip. All these characteristics are closely
tied toimmigrants' ability to send money to their families given their linksto the employability
and earnings capability of migrants. Immigrants’ remitting patternsare also likely to be affected
by their families’ characteristics back in Mexico, such asfamily’s economic needs. Weinclude
two variablesto serve asproxiesfor immigrants’ family needs back in Mexico: (a) adichotomous
variableindicative of whether animmigrant’s spouse remained in Mexico and (b) the percent of
non-working agefamily membersin Mexico. Finally, weinclude avariety of geographic andtime-
related characteristics proxying for general macroeconomic conditionsthat may affect immigrants
money transferring behavior. These characteristicsincludethe population density of immigrants
communities of origin as well as a set of state dummies. The population density captures the
rural versusurban nature of immigrants’ origin communities, whereasthe state dummies, indicative
of immigrants' state of origin, areintended to account for state-level economic differencesand
banking infrastructure possibly shaping migrants' remitting patterns. Additionally, weinclude
aset of dummy variables to account for the decade when immigrants' last cameto the U.S. as
migrants' remittances reported in the survey pertain to those moneys sent during their last U.S.
trip. These dummy variables are expected to capture a variety of macroeconomic conditions
possibly affecting migrants’ income and remitting practices.

While remittances are expected to rise with time for al new migrants (perhaps after local
relocation costs are covered), these monetary transfersarelikely to eventually decline as migrants
tiesto their home communitiesweaken. Remittance decay islikely to be most prominent among
migrantswho have permanently settled inthe U.S. and never return to Mexico astheir attachment
totheir communitiesof originislikely to weaken over time. Yet, remittance decay may still occur,
although to alesser extent, among other groups of migrants. For instance, remittancesarelikely to
decline over time for migrants who settlein the U.S. but return to Mexico every now and then to
visit family and friends during their festivities in the winter months.®> These migrants, despite
being returnees, may have formed new families in the U.S. and assumed new responsibilities
limiting their ability toremit. After all, average U.S. experiencein our sampleexceeds7 years, along
enough period of timefor migrants—including migrantsreturning to Mexico to visit family members
periodically— to form new attachments and acquire new responsibilities in the host country. In
addition, theimmediate economic needswhich often motivatetheinitial out-migration may diminish
over time as the primary needs are covered with initial remittance transfers and/or as younger
siblings enter the labor market and assume the financial responsibilities of the absent household
member. As such, while our results are likely to be understated (on account of the absence of
Mexican emigrants who have permanently settled but never return to Mexico), remittance decay
may still be observed in our sample of return migrants.

To best understand the time pattern of remittances, it would beideal to map out theimpact of
timeon all categories of immigrants: i) those who have permanently settled inthe U.S. and never
returnto Mexico, ii) thosewho have permanently settled inthe U.S. and return to Mexico periodically

5 In fact, the MMP methodology is based on this migration pattern (see http://mmp.opr.princeton.edu/databases/
studydesign-en.aspx).
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tovisit family and friends, and iii) those who migrateto the U.S. but consider Mexico “home” and
their migration spell atemporary event. Unfortunately, thisisnot feasible. Infact, distinguishing
these three migrant groups becomes an ambitious task in the case of Mexican migration givenits
circular nature. Asnoted by othersin theliterature (Cornelius 1976, 1978; Massey 1985; Massey
et al. 1987; Ranney and Kossoud;ji 1983), the only permanent thing about Mexican migrationisthe
fact that most of itisrepetitive. Arereturnees permanent migrantswho settleintheU.S. and simply
returnfor avisit on aperiodic basis? Or arethey migrantswho come and go betweenthe U.S. and
Mexico on a need basis and, as such, are better characterized astemporary migrants? Given the
cross-sectional nature of the MM P107, we are unable to unambiguously differentiate permanent
from temporary migrants. Instead, we rely on observed characteristics, specifically the fact of
having left a spouse or partner back home, to conjecture about the temporary nature of out-
migration. Subsequently, we comparethe remitting behavior of these two sub-samples of migrants
and assess whether remittance decay exists in both instances and, if so, whether their remittance
decay patterns significantly differ.

4. Findings

Table 2 displays the results from estimating the Tobit model in equation (1) using our sample of
return migrants—amixture of returneeswho have settled in the U.S. and traveled back to Mexico
only tovisit family and friends al ong with returneeswho envision their migratory spellsastemporary.
While, on average, we expect remittancesto initially risewith timefor both sets of migrants, decay
islikely to be more pronounced among return migrants settled inthe U.S. Accordingto thefigures
in Table 2, the coefficient on U.S. experienceis not significantly different from zero. However, it
would be wrong to conclude that migrants’ remittances do not change with the duration of their
U.S. experiencesfrom this coefficient alone. Instead, we need to take into account the coefficient
on U.S. experience aswell asits square term, which are jointly significant at the 1 percent level .°
When doing so, we find evidence that remittancesinitially rise but later decay as migrants' U.S.
experiences exceed 66 months or approximately 5.5 years.

On an immediate basis, other personal, community and time-related factors appear to be
exerting agreater impact on migrants' remitting practices. For instance, wefind that male Mexican
migrants are approximately 25 percentage pointsmore likely to remit than their female counterparts.
Furthermore, they typically remit about 74 dollars more per month than similar Mexican women. In
addition to gender, thefiguresin Table 2 indicate theimportance of human capital for understanding
migrants’ remitting practices. In thisregard, we observe that, once we account for earnings, more
educated and English proficient Mexican migrantsremit lessthan their lesseducated and lessEnglish
proficient counterparts. Finally, Mexican migrants remitting patterns appear sensitive to the
characterigtics of their home communitiesaswell astothetiming of their last U.S. visit. Specificaly,
ashoted by theliterature at large, remittances appear to be primarily headed to rural areaswith smaller
population densities. Additionally, Mexican migrantswho last cametothe U.S. inthe 1970sor after
1999 seem to remit morethan their counterpartswho last camein the 1990s (our reference category).

& Specifically, the F-statistic is given by: F(2,3315)=21.35, with Prob>F=0.0000.
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These patterns could be reflecting avariety of trends, including less favorable economic conditions
for rural Mexicans on account of NAFTA and the growing availability of means by which migrants
are able to send money back hometo their familiesin recent years.

Whileinteresting, our sample of analysisin Table 2 includes both returneeswho have settled
inthe U.S. and traveled back to Mexico only to visit family and friends as well as returnees who
envision their migratory spells as temporary. Remittance decay is expected to occur faster for
migrantswho settleinthe U.Sand returnto Mexico only to visit family and friendsrelativeto their
migrant counterparts who consider their migratory work spell as temporary and plan to go back
“home” to Mexico. To better assess the varying degrees of remittance decay according to the
permanency of their migration, we divide our sample into two groups. One group consists of
migrants with spouses/partners residing in Mexico and who, as such, are more likely to have
emigrated to the U.S. temporarily.” Everyone else is included in a second group composed of
migrantswho did not leave apartner or spouse back in Mexico during their last U.S. spell. Migrants
in this second group are, thus, more likely to settle in the U.S. and travel back to Mexico to visit
family and friends than their counterparts in group one. We then repeat the analysis using these

Table 2
Tobit Model of Remittances Sent Home by Migrants

Partial Effect on the Partial Effect on the

Variables Coefficient S.E. Probability of Being Conditional
Uncensored Expectation
Male  192.8401***  28.8557 0.2458 74.1766
Age 0.3738 0.5870 0.0005 0.1689
Undocumented 11.9962 14.1351 0.0146 5.4070
Years of Education -3.4674** 1.7357 -0.0042 -1.5672
Speaks English -24.5252* 14.4414 -0.0299 -10.9867
Timein theU.S. 0.2922 0.1846 0.0004 0.1321
Timein theU.S. Squared -0.0021*** 0.0005 -2.60E-06 -0.0010
Monthly Earningsin the U.S. 0.0060*** 0.0024 7.26E-06 0.0027
Left Spousein Mexico ~ -43.3723 32.7399 0.0538 -18.8728
Dependentsin Mexico 36.4713 24.2090 0.0443 16.4839
Population Density in Origin -0.0001***  3.55E-05 -1.45E-07 -0.0001
Last Entered During the 1970s 53.9283***  21.0706 0.0637 25.3234
Last Entered During the 1980s 22.3814 14.3154 0.0270 10.2002
Last Entered After 1999 72.7636** 31.3222 0.0841 35.0166
Number of Observations 3345
(Left) Censored Observations 968
LR Chi2 (29) 237.15
Log Likelihood -17747.515

Notes: *** Signifiesstatistically different fromzero at the 1% level or better, **5% level or better and * 10% level or better.
The regression includes a constant and a set of dummies indicative of the state of origin of the migrant. The omitted
category for the decade of last visit is ‘ Last Entered during the 1990s'.

7 As always, deciphering whether a migrant with a spouse or partner back in Mexico is temporary or permanent
is difficult to assess, as s’lhe may migrate to return back shortly or s’he may migrate with the intent that her/
his spouse or partner will follow.
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two sub-samples. Subsequently, we compare our findings for these two immigrant groups to
better understand the time pattern of their remitting behavior.

Theresults from our analysis are displayed in Table 3. The figuresin PANEL A report our
findings when using the restricted sample of Mexican migrants who | eft a spouse or partner back
inMexico duringtheir last U.S. spell. Asnoted earlier, these migrantsarelikely to have migrated to
the U.S. on amoretemporary basis. Dueto the limited number of migrantsin this category, welose
much of thesignificancewehadin our earlier estimates. Of special interest to usisthetime pattern
of remittances observed in PANEL A relativeto PANEL B.

Thefiguresin PANEL A indicate that the dollar amount remitted by Mexican migrantswith
spouses/partners back home and, therefore, with greater ties to Mexico increases by $1.70 with
each additional month of U.S. experience. Thisfinding isin accordancewith theliteratureidentifying
a positive relationship between remittances and the duration of migration spells (e.g. Lucas and
Stark 1985, Agarwal and Horowitz 2002, DelaBriéreet al. 2002). Theincreasein remittance receipts
as migrants' residencies lengthen supports the view that start up costs exists with respect to
remitting money home. These remittances, however, increase at adecreasing rate. As such, there
isevidence of remittance decay asmigrants U.S. experiencesexceed 104 months or approximately
8.7 years.

The estimatesin PANEL B correspond to migrantswho did not |eave a partner/spouse back
inMexicoduring their last U.S. spell and who, as such, are morelikely to permanently settleinthe
U.S,, returning to Mexico to temporarily visit family and friends. For thisgroup of return migrants,
remittances do not necessarily increase with each additional month of U.S. experience. However,
asin Table 2, we cannot conclude from the coefficient on U.S. experiencethat timein the U.S. does
not affect their remitting patterns. In fact, when the coefficients on U.S. experience and U.S.
experience squared are both taken into consideration, we continueto find evidence of remittances
varying with time.2 However, unliketheir moretemporary counterparts, remittances start to decay
threeyearsearlier, i.e. after 68 months or 5.7 years of U.S. experience. This faster turn-around in
remittancesiswhat we would expect for asamplethat islikely to be composed of migrants more
likely to be returning to Mexico for avisit. In contrast, remittances decay at a slower rate among
immigrantswith greater attachmentsto Mexico.

5. Discussion and Gonclusions

While the literature on the time profile of remittances provides empirical support for alternative
hypotheses regarding migrants’ remitting patterns over time, we are ableto empirically reconcile
these competing hypotheses and findings. Remittances appear to exhibit a “hump-shaped” or
inverse“U” pattern. They first grow asmigrants’ U.S. experiences lengthen consistent with the
notion that, as migrants adapt to their host communities and migration costs are eventually paid
off, they are ableto remit more back to their familiesand friendsin Mexico. Nonetheless, migrants
remittances eventually weaken with the passage of time, most likely as a by-product of their
assimilation to the host country.

8 They are jointly significant at the 1 percent level. Their F-statistic is given by: F(2,3211)=20.91, with
Prob>F=0.0000.
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In examining the time pattern of migrants’ remitting profiles, we have worked with various
samplesof return migrantsfrom the Mexican Migration Project (MMP107). In our first sample, we
includeall return migrantsfrom the MM P107 (with the proviso that their first migration occurredin
1970 or later). Thissample consists of: (1) immigrantswho settlein the U.S. and return to Mexico
tovisit family and friends, and (2) immigrants who have temporarily migrated to the U.S. towork
and are now returning to their homesin Mexico. Given their likely distinct remitting patterns, we
attempt to distinguish between these two sub-samples using information on whether they left
spouses/partnersin Mexico during their last U.S. trip asaproxy for their temporary versus permanent
migrant nature. Specifically, we consider that migrants who left spouses or partners in Mexico
duringtheir last U.S. spell are morelikely to have migrated to the U.S. on atemporary basiswiththe
intent to go back to their homesin Mexico. In contrast, migrants without spouses or partnersin
Mexico aremorelikely to settleinthe U.S. and return to Mexico for just avisit.

Using al temporary and permanent migrants in the MMP107, we find that, on average,
remittances start to decay when their U.S. experience exceeds 5.5 years. We then examine the

Table 3
Tobit Model of Remittances Sent Home by Migrants According to Whether
They Left a Spouse in Mexico

Sample of Analysis PANEL A - Migrants with a Spouse in Mexico
Partial Effect on Partial Effect
Variables Coefficient S.E.  the Probability of on the
Being Uncensored Conditional
Expectation

Male  40.6090 70.9210 0.0855 19.7283
Age -0.4776 2.0905 -0.0010 -0.2452
Undocumented  35.7316 52.8269 0.0735 17.7919
Years of Education -6.9584 7.0602 -0.0139 -3.5716
Speaks English  51.4675 52.9653 0.0973 27.6002
Time in the U.S. 3.2454%%* 1.1724 0.0065 1.6658
Time in the U.S. Squared  -0.0156%%* 0.0053 -3.12E-05 -0.0080
Monthly Earnings in the U.S. 0.0179 0.0140 3.58E-05 0.0092
Dependents in Mexico  -3.2720 95.7610 -0.0065 -1.6794
Population Density in Origin =~ -0.0003%* 0.0001 -5.71E-07 -0.0001
Last Entered During the 1970s 21.7871 69.5380 0.0421 11.4839
Last Entered During the 1980s  42.2967 48.5760 0.0813 22.3909
Last Entered After 1999 -252.1922% 133.5634 -0.5465 -88.2776

Number of Observations 105

(Left) Censored Observations 31

LR Chi2 38.81
Prob > Chi2 0.0659
Log Likelihood -507.4067
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Table 3 (continued)

Sample of Analysis PANEL B -Migrants without a Spouse in Mexico

Partial Effect on  Partial Effect on

Male  203.2054***  30.0908 0.2566 77.5264
Age 0.3664 0.6012 0.0004 0.1655
Undocumented 10.3515 14.4538 0.0125 4.6648
Years of Education -3.5893%* 1.7756 -0.0043 -1.6212
Speaks English -26.2152%* 14.8102 -0.0317 -11.7311
Time in the U.S. 0.2725 0.1879 0.0003 0.1231
Time in the U.S. Squared -0.0021%* 0.0005 -2.53E-06 -0.0009
Monthly Earnings in the U.S. 0.0059%** 0.0025 7.05E-06 0.0026
Dependents in Mexico 38.2047 24,7962 0.0460 17.2558
Population Density in Origin -0.0001%%* 3.64E-05 -1.38E-07 -0.0001
Last Entered During the 1970s 55.0980%**  21.6284 0.0645 25.8684
Last Entered During the 1980s 22.5566 14.6722 0.0270 10.2728
Last Entered After 1999 81.0579***  32.0403 0.0924 39.2353
Number of Observations 3240
(Left) Censored Observations 937
LR Chi2 229.66
Prob > Chi2 0.0000
Log Likelihood -17214.098

Notes: *** Signifies statistically different from zero at the 1% level or better, **5% level or better and * 10% level or
better. The regression includes a constant and a set of dummies indicative of the state of origin of the migrant. The
omitted category for the decade of last visit is ‘Last Entered during the 1990s.

remitting patterns of our sub-sample of migrantswith spouses and partners remaining in Mexico.
For this group of migrantswith greater attachments to Mexico, wefind that remittances exhibit a
“hump-shaped” time pattern. Specifically, remittancesfirst increase with the length of migrants
U.S. experiences to eventually decline astheir U.S. experiences exceed 8.7 years. The fact that
remittances decay, even for this sample of migrants more likely to envision their emigration as
temporary, isinteresting and suggests the need for the literature to consider additional remitting
motives. Furthermore, we find that remittances decay at afaster rate, i.e. after 5.7 years of U.S.
experience, in the case of migrants without spouses/partnersin Mexico more likely to maintain
weaker tiesto Mexico. Overall, however, while the resources that immigrants send to Mexico do
persist for asignificant period of time, they eventually decline for both sets of migrants.

Severa questions arise with respect to our findings. First, is the reduction in remittance
transfersthat occursover time of economic significance? Inour opinion, itis. Length of residency
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is only one of many factors that determine the flow of resources that migrants send home. We
have presumably adjusted for other determinants and conclude that after approximately 5.5 years
thelevel of earningsremitted by immigrantswill begintoreverse.

A second question we ponder is: what lies behind remittance decay? Thisquestion takesus
back to the more basic question, i. e. what motivatesremitters? Specifically, are remitters simply
providing for family membersin their communities of origin? Areremittersbuilding up stocks of
housing wealth in the origin community in anticipation of afuturereturn? Areremittancesreflecting
payments to cover past migration related debts? Are remittances purchasing theright to return to
the home community at a later date should the need arise? Are remitters buying insurance?
Depending on their motivesfor remitting funds home, wewould expect different remitting patterns.
Therefore, a better understanding of the motives shaping immigrants' remitting practices could
help further our understanding of remittance behavior over time.

Finally, we should emphasize that our analysisis based on a cross-section of emigrants for
whom the survey collects retrospectiveinformation. Given the lack of true longitudinal data, we
areunabletotrack migrants remitting patternsover time. Instead, our findingsresult from comparing
migrantswith U.S. experiencesof different durationsin acrosssectiond framework while attempting
to control for all the other characteristicsthat could possibly influencethelevel of flows. Assuch,
the validity of our inferencesis contingent on our adequate control for all other determinants of
remittances.
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Appendix
Table A
Description of Variables Used in the Analysis
Variables Definition Observations  Mean S.D.
Dependent variable:
. Percent of migrants remitting some
m of Migrants monthly earnings to Mexico during 4346 0.7165 0.4507
g their last U.S. trip
) Monthly earnings remitted to Mexico
R&}“‘ “r?;?niml\;'*o’)“e during their last U.S. trip (includes 4346 179.6069 277.3122
(Unconditio ean non-remitters)
) Monthlyearnings remitted to Mexico
F&ﬂ;ﬁ%ﬁ mome during their last U.S. trip (excluding 3114 250.6652 299.1977
non-remitters)
Independent variables:
Male Gender dummy 5314 09462 02257
Age Ageat timeof last migration to the U.S. 5314 422352  13.0984
Undocumented Dummy equal to 1 if migrant lacked proper 5294 0.6437 0.4789
documentation at time of last entry
Years of Education Years of educationd attainment 5306 5.6481 3.9683
Spesks English Dummy equal to 1 if migrant spoke 5314 0.3043 0.4601
English during last U.S. trip
TimeintheU.S. Time ever spent inthe U.S. in months 5153 815277 96.8281
Monthly Earnings Monthly earnings during their last U.S. trip 3903 0694784 2715562
Left Spouse in Mexico Dummy variablefor leaving a spousein Mexico 5314 0.7578 0.4284
Dependents in Mexico Percent of household members of non-working 5314 0.6288 0.2342
age back in Mexico
Population Density in Origin -~ Number of people in migrant’s origin community 4756 84630.36 224412.60
Last Entered During the 1970s  Dummy varigble indicative of decade of last entry 4805 0.149 0.3568
Last Entered During the 1980s  Dummy varigble indicative of decade of last entry 4805 0.309%5 04623
Last Entered During the 1990s  Dummy varigble indicative of decade of last entry 4805 0.5030 0.5000
Last Entered After 1999 Dummy variableindicative of decade of last entry 4805 0.0379 0.1909

Source: Mexican Migration Project (MMP107).
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