
�������� ��	
�����

The Macroeconomic Consequences of Remittances

Berrak Bahadir, Santanu Chatterjee, Thomas Lebesmuehlbacher

PII: S0022-1996(18)30010-2
DOI: doi:10.1016/j.jinteco.2018.01.010
Reference: INEC 3116

To appear in: Journal of International Economics

Received date: 22 February 2016
Revised date: 21 January 2018
Accepted date: 25 January 2018

Please cite this article as: Bahadir, Berrak, Chatterjee, Santanu, Lebesmuehlbacher,
Thomas, The Macroeconomic Consequences of Remittances, Journal of International Eco-
nomics (2018), doi:10.1016/j.jinteco.2018.01.010

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

https://doi.org/10.1016/j.jinteco.2018.01.010
https://doi.org/10.1016/j.jinteco.2018.01.010


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

ACCEPTED MANUSCRIPT

The Macroeconomic Consequences of Remittances�

Berrak Bahadiry

University of North Carolina-Greensboro

Santanu Chatterjeez

University of Georgia

Thomas Lebesmuehlbacherx

Xavier University

Abstract

This paper analyzes the dynamic absorption of remittances at the macroeconomic
level, contrasting two possible e¤ects on economic activity, depending on whether these
accrue to hand-to-mouth wage earners or credit-constrained entrepreneurs. Using an
open economy DSGE model with heterogeneous households, we show that the e¤ects of
remittances are inherently contractionary if they accrue to the �rst group, and expan-
sionary when they accrue to the second group. Calibrating the model to Philippines
using both aggregate data as well as micro-evidence from the Family Income and Ex-
penditure Survey (FIES), we show that accounting for both binding credit constraints
and the internal distribution of remittances improves the model�s �t to the data. Wel-
fare gains result when the distribution of remittances is skewed towards entrepreneurs.
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