Download

Keep in mind

The series Documentos de trabajo sobre economia regional y urbana (only in Spanish, Working Papers
on Regional and Urban Economics) is a publication of Banco de la Republica in Cartagena. The
opinions contained in this document are the sole responsibility of the authors and do not commit Banco
de la Republica or its Board of Directors.

AUTHOR OR EDITOR

Gu, Yuanyuan Ayala-Garcia, Jhorland

The series_ Documentos de Trabajo Sobre Economia Regional y Urbana is a publication of Banco de la
Republica in Cartagena. The opinions contained in this document are the sole responsibility of the
authors and do not commit Banco de la Republica or its Board of Directors.

Publication Date:
Monday, 18 of July 2022


https://doi.org/h4vx
/en/emigration-and-tax-revenue
/en/emigration-and-tax-revenue
https://investiga.banrep.gov.co/es/publicaciones/lista

Abstract

According to the World Migration Report 2020, the number of international migrants increased from 84
million in 1970 to 272 million in 2019, accounting for 3.5% of the world’s population. This paper
investigates the aggregated effect of emigration on the tax revenue of sending countries with a focus on
developing nations. Using a gravity approach, we construct a time-varying exogenous instrument out of
geographic time-invariant dyadic characteristics that allow us to estimate the predicted emigration rate
for every country. Then, we follow an instrumental variable approach where we use our predicted
emigration rate as an instrument of the observed migration rate. The results show that the predicted
emigration rate is a good instrument of the current emigration rate for developing countries, and that
there is a positive aggregated effect of emigration on tax revenue of sending countries. The results vary
depending on the type of tax: emigration increases goods and services tax revenue, but it decreases
income, profit, and capital gains tax revenue.
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