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ABSTRACT

Return Migration and Occupational Choice’

This paper explores the impact of return migration on the Albanian economy by analysing the
occupational choice of return migrants while explicitly differentiating between self-
employment as either own account work or entrepreneurship. After taking into account the
possible sample selection into return migration, we find that the own account workers have
characteristics closer to non-participants in the labour market (i.e. lower education levels),
while entrepreneurship is positively related to schooling, foreign language proficiency and
savings accumulated abroad. Furthermore, compared to having not migrated, return migrants
are significantly more likely not to participate in the labour market or to be entrepreneurs.
However, after a one year re-integration period, the effect on non participation vanishes and
that on entrepreneurship becomes stronger. As for non-migrants, the migration experience
would have increased their probability to be entrepreneurs showing the positive impact of
migration on job creating activities in Albania.
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1. Introduction

Many studies in economics focus on analysing whether return migration and
remittances are economically beneficial for emigration countries. Returning migrants
are assumed to bring with them additional human capital, while migrants’ remittances
often help to ease poverty and provide a means of investment in small and medium size
businesses in the presence of capital constraints. Consequently, return migration and
remittances are perceived to have an important potential for promoting growth and
development, which prompted policymakers in both migrant host and home countries
to encourage efforts to understand and facilitate return/circular migration, channel a
bigger share of remittances through the formal financial systems, as well as encourage
their use for productive investment (see Dayton-Johnson et al., 2007; World Bank,
2005).

This paper adds to the existing literature by analysing the impact of migration on
Albania’s labour market by looking at the economic activities of return migrants.
Recent research on the occupational choice of return migrants has tried to explain the
propensity of returnees to become self-employed. The arguments used are, for example,
the role of remittances and repatriated savings in overcoming capital constraints (llahi,
1999; Mesnard, 2004) and the accumulation of human capital (i.e. business skills and
ideas) through exposure to the host country’s market economy environment
(McCormick and Wahba, 2001; Dustmann and Kirchkamp, 2002).

A key element missing from the existing literature is the distinction between
different types of self-employment. This distinction is important since working on own
account is likely to have a weaker direct impact on employment (and hence growth)
compared to entrepreneurship. In this paper, therefore, we study the occupational
choice of return migrants by explicitly differentiating between the propensities of
returnees to become self-employed as own account workers (i.e. without having any
paid employees) and as entrepreneurs (i.e. owners of larger firms with paid employees).
We do this by allowing the choice of employment to be made from four occupational
alternatives: non participation, wage employment, own account work and
entrepreneurship.

The consideration of the other occupational alternatives has policy relevance as
well. Considering that they earn abroad and consume in Albania, return migrants not
participating in the labour market could have a marginal positive impact on the

economy, at least at the regional level, as long as the increased demand is met by an



increase in production capacities and/or output. However, if the local production
capacities fail to adjust, the increased demand might generate inflation and/or have an
adverse effect on the current account (see World Bank, 2005). Wage employees could
have a positive effect on labour markets too, if they meet shortages that hinder the
development of the economy and/or bring with them additional skills accumulated
abroad. Therefore, our main research questions are: How does migration affect the
occupational choice of returnees? How is the aggregated effect on self-employment
divided between own account work and entrepreneurship? Which of these two effects is
stronger? What are the differences in characteristics among returnees in the various
occupational groups and how do these differ compared to non-migrants?

After taking into account the possible sample selection into return migration, we
find that, in Albania, own account workers have characteristics closer to the non-
participants in the labour market (i.e. lower education levels), while entrepreneurship is
related to secondary and tertiary education levels, proficiency in Italian (i.e. the
language of Albania’s main trading partner) and target saving migration. Albanian own
account workers, irrespective of their past migration experience, have lower average
incomes compared to both entrepreneurs and wage employees, indicating that they are
rather a marginalised group. Nevertheless, our results show that with the time spent in
Albania after return, permanent returnees opting for non participation or own account
work do re-integrate into the labour market and find a way into paid employment,
confirming Harris-Todaro’s “parking lot” hypothesis.

Furthermore, our results provide some reconciliation for the divergent empirical
findings with respect to the characteristics of self-employed returnees. For example,
McCormick and Whaba (2001) found evidence that self-employed returnees in Egypt
are literate but with a low education level. Similarly, results of llahi (1999) show that
higher skilled returnees to Pakistan exhibit a greater propensity for wage employment
over self-employment as they command higher wages in the labour market. He argues
that unskilled workers are often left outside the labour market and choose to engage in
own account activities that do not require labour market skills, e.g. small trade or
workshops. On the other hand, Dustmann and Kirchkamp (2002) and Radu and Epstein

(2007) found a positive relationship between schooling and self-employment activities

! According to dualist and Harris-Todaro models of labour markets in developing countries, in the
absence of sufficient employment opportunities in the formal sector, small (and often informal) self-
employment activities are used to bide time by those aspiring to move into formal employment (Harris
and Todaro, 1970).



in the case of return migrants to Turkey and Romania respectively, and explain this by
the fact that education may have a positive effect on the returns to self-employment
activities and, therefore, increase the probability of higher skilled returnees to choose
this option. A priori, such a positive relationship between schooling and self-
employment is more likely to be present in the case of entrepreneurs rather than own
account workers.

The remainder of the paper is structured as follows. The next section gives an
overview on the developments in the Albanian labour market that led to international
migration, return migration and occupational structure to which our data refers.
Furthermore, it gives some stylised facts on the occupational choice of non-migrants
and return migrants. Section 3 presents the empirical approach while section 4 discusses

the results. Concluding remarks appear in the final section.

2. Background and Data

Since the fall of the Iron Curtain, Albania has become a country of mass
emigration. It is estimated that at any given time more than 25 percent of its population
lives abroad, which is by far the highest proportion amongst the Central and East
European countries. Although Albanians have migrated to several countries around the
world including USA, Canada, Australia and a number of EU countries, the biggest two
recipients of Albanians have been by far Greece and Italy. Estimates suggest that
Greece and Italy together account for approximately 80 percent of the migrants, with
Greece as the leading destination because of its geographical proximity (Vullentari,
2007).

One of the main reasons for migration is for employment opportunities, with the
majority of those who were unemployed in Albania (53 percent) intending to migrate
for a short spell abroad (European Training Foundation, 2007). The main push factor for
migration is the lack of demand for labour, particularly in the formal sector, which has
forced people to start their own income-generation activities. However, in the presence
of credit constraints and the lack of entrepreneurial abilities this is not always possible.
Hence migration serves two purposes: to obtain gainful employment, which could

contribute directly or indirectly towards human capital accumulation? and/or to raise

2 Direct acquisition could be through formal training in vocational programmes whereas indirect training
could be ideas picked up from working in a market economy.



financial capital from higher wage income abroad in order to start up a business upon
return.

Return migration in Albania is a relatively recent phenomenon. According to
estimates, over 70 percent of the returnees came back to Albania after 2001, when the
socio-economic and political situation started to improve (ETF, 2007). Own estimates
show that return migration is an important phenomenon — about 1/3rd of the individuals
who migrated after 1990 returned by 2005 — and hides different realities too. Almost 50
percent of the returnees expressed their intention to re-migrate, while the other half
intending to resettle permanently.

The dataset used is the 2005 Albanian Living Standards Measurement Survey
(ALSMS), a survey conducted by the Albanian Institute of Statistics (INSTAT) with
technical support from the World Bank. The data is based on a representative survey of
3,640 households (17,302 individuals) and contains detailed information about the
individual characteristics (e.g. gender, age, education, occupation, income [if working],
and migration history), household characteristics (e.g. subjective economic status,
marital status, number of children), community and regional characteristics (e.g.
regional location; rural/urban location; access to banking, electricity and piped water)
and non-farm business activity (e.g. type of business, employment of household and
non-household labour).

The individual’s main occupation is self reported and contains the following
categories: 1) employee of someone who is not a member of the household; 2) paid
worker in household farm or non-farm business of a household member; 3)
employer/entrepreneur; 4) worker on own account; and 5) unpaid worker in a household
farm. We merged the first two categories under “wage employee” and excluded from
the sample the unpaid workers on household farms (i.e. 459 observations).?

A migrant is defined as a person who migrated abroad for at least one month, for
non family visits, since turning age 15. Migration from Albania is predominantly male:
only about 6.5 percent of the return migrants are female, confirming evidence from a
recently conducted survey by the European Training Foundation (2007). Due to the

small sample size and the different participation rates, females are excluded from the

® Individuals (129 of them) who reported to have an active non-farm business in which they had engaged
other household members and/or hired non-household employees were considered “Employers” even if
declared not working, being an own account worker or an unpaid worker in a household farm. Similarly,
13 individuals having an active business with no paid employees and no other household members
engaged in the business were considered own account workers even if declared not working, being an
employer or an unpaid worker in a household farm.



analysis. After excluding also all observations with missing values for the variables
included, the sample contains 962 return migrants, representing about 32 percent of the
male potential labour force aged 20 to 64 (i.e. 3,011 males).*

Return migrants are on average five years younger than non migrants,
significantly less educated (i.e. the tertiary education rate is 7.0 percentage points lower
and the primary education rate 6.5 percentage points higher), and unsurprisingly
significantly more likely to speak Italian or Greek, the languages of the two main
destination countries (see Table 1). In terms of occupation, return migrants have a
relatively higher non participation rate (+5.8 percentage points), most likely due to the
important number of circular/seasonal migrants in the returnees’ group (e.g. 36 percent
of the returnees expressed their intention to migrate again). These migrants often work
abroad in the harvest, holiday and/or construction season and spend the rest of the year
at home, consuming from the savings accumulated. On the other hand, return migrants
are significantly less likely to participate in wage employment (-5.5 percentage points)
but their entrepreneurship rate is about 45 percent higher compared to non migrants (7.9
percent vs. 5.4 percent respectively).

We also note the high own account working rate (i.e. over 20 percent) for both
population groups. Using an argument from llahi (1999), the failure of the Albanian
economic system to create enough productive employment might have left an important
part of the workforce outside the labour market. In developing countries like Albania,
many unskilled workers in this situation choose to engage in self-employment activities
that do not require labour market skills, for instance small retail trading or small
workshops. Moreover, in transition countries land reform legislations in the early 1990s
caused subsistence farming to become a “parking-lot” for certain categories of workers
who lost their jobs in the non-agricultural sector (Voicu, 2002).

The household subjective economic status of return migrants in 1990 is slightly
but significantly lower compared to that of non migrants (3.55 vs. 3.80 respectively)®,
pointing to evidence that individuals from relatively poorer households have used
migration as a strategy to improve their standard of living. And it seems that they have
succeeded to catch up: both their subjective economic status and their average monthly

income (if working) are statistically similar to non migrants in 2005.

* By potential labour force we mean a person who is not enrolled in education, not handicapped, and not
in military service.

® A separate question is asked in the ASLMS 2005 data about the subjective economic status in 1990. The
household subjective economic status is self-assessed on an index scale from 1=poor to 10=rich.



Regionally, return migrants are more likely to be located in the Coastal and
Central region, the main sources of temporary migration to Italy and Greece. Moreover,
return migrants are significantly less likely to be located in urban areas (-12.1
percentage points) compared to their non-migrant counterparts.

When differentiating between the characteristics of the different occupational
groups, we note that for both non-migrants and return migrants, younger age and a low
education level are strongly related to not working (see Tables 2 and 3). Moreover, the
educational composition of the own account worker group is strikingly similar to those
of the non working group, irrespective of the past migration experience. Individuals
with secondary/vocational and tertiary education are over-represented in wage
employment and entrepreneurship. Furthermore, own account workers are significantly
less fluent in foreign languages.

These differences in human capital endowment are reflected in the average
monthly incomes. Irrespective of the migration experience, own account workers earn,
on average, significantly less compared to both wage employees and entrepreneurs,
confirming the “marginalisation” hypothesis.®

There are important geographical disparities in occupational choice. While non
participants, wage employees and entrepreneurs are mainly based in the urban areas,
over 50 percent of the own account workers are in rural areas, illustrating the
importance of farming for individuals in this occupational category. Regionally, most of
the non participants are located in the poorer Mountain region (33 percent of the non
participant non-migrants and 50 percent of the non participant returnees); so are 34
percent of the own account working non-migrants. In the absence of other employment
activities in the Mountain region, small self-employment activities seem to be a popular
alternative to unemployment, for the individuals unwilling or lacking the means to
migrate. On the contrary, the majority of the non-migrant wage employees (35 percent)
and non-migrant entrepreneurs (34 percent) are located in the relatively more developed
capital city, Tirana. Return migrant wage employees are quite evenly distributed across
the country: 27 percent in Tirana, 29 and 27 percent, respectively, in the Coastal and the
Central regions, while return migrant entrepreneurs seem to have a clear preference for
the Coastal region (43 percent), where the fast growing tourism industry creates

attractive business opportunities.

® The significance in differences between sample means is confirmed by t-tests.



Finally, intention to re-migrate and the return reason also seem to affect the
occupational choice of individuals. Majority of the own account workers (65 percent)
and entrepreneurs (85 percent) are selected from those who intend to resettle
permanently back in Albania. There is, however, an important difference in return
reasons between the two self employment groups. While 45 percent of the own account
workers have returned because of failing their migration target, majority of the
entrepreneurs declared to have returned after having accumulated enough savings in the
host country (40 percent; see Table 3).

Returnees not participating in the labour market have returned because of failing
their initial migration target (34 percent), due to family reasons (27 percent) or are
circular/seasonal migrants (27 percent); with the vast majority intending to re-migrate
(65 percent). Most of them do cover their daily expenses during the periods spent in
Albania from savings accumulated abroad and, if at all, work only occasionally in
Albania.

3. Empirical Approach
The occupational choice is assumed to be determined by a pairwise comparison of

the indirect utilities of the given alternatives:

e non-participation: U,>U, U, >U, U, >U_,
e wage employment: U, >U,.uU, >U,U, >U.,
e own account working: U, >U,,U,>U, U, >U.,
e entrepreneurship: U >U U >U, U >Ug, (1)

were N, W, O, and E stand for not working, wage employment, own account working,
and entrepreneurship respectively. Such unordered choice settings can be motivated by

a random utility model (see Green, 2002). For the ith consumer faced with

k = {N,W,0,E} choices, the utility of choice j is:

U, =Bi% +¢ )

where U;; is the indirect utility of choice j for individual i, x; a vector of characteristics

which affect the occupational choice, and S; a vector of choice-specific parameters.



Assumptions about the disturbances (&; ) determine the nature of the model and
the properties of its estimator. We assume that &; are independent and identically

distributed with type | extreme value distribution, which leads to the multinomial logit
model (see Green 2002; McFaden, 1973). The probability of choosing alternative j is
given by:

Priy, = j)= : )

Notall A; ineq. (3) are identified and we normalise by setting 4, =0.

One problem when estimating the occupational choice of return migrants is that
they might not be a random sample from the total population. Research has documented
that emigrants rather self-select, albeit with conflicting results on the nature of selection.
For example, Borjas (1989) infers return migration from sample attrition and finds that
the least successful foreign-born scientists and engineers seem to leave the United
States. In contrast, Jasso and Rosenzweig (1988) found that relatively more successful
migrants were likely not to naturalise and thus to leave the US. These conflicting
findings are reconciled in Borjas and Bratesberg (1996), in which the authors argue that
the direction of self-selection in return migration depends on whether the migrants
themselves are originally positively or negatively selected. If immigrants are originally
positively selected then return migrants tend to be the lower skilled. If they were
negatively selected then the highest skilled from the cohort would return.

The selection problem might occur from the fact that the choice made by
returnees with respect to occupation might differ from that of non-migrants due to the
fact that they are a self-selected group with regard to unobservable characteristics (e.g.
lower risk aversion). Therefore, the higher likelihood of returnees to be entrepreneurs
might not be an effect of accumulated business experience or financial capital while
abroad, but rather be related to their willingness to take risks that affect both the
decision to engage in migration and to start a business.

There are two ways to cope with this sort of bias: to treat it either as an
endogeneity problem or as a sample selection problem. Choosing the appropriate model
hinges on the way in which return migration is believed to affect the occupational

choice after return.



If the human and financial capital accumulated abroad is assumed to have only
an intercept effect on the occupational choice, the bias can be treated as an endogeneity
problem. The model can be estimated with the pooled sample of returnees and non-
migrants and migration status is instrumented for, in order to correct for endogeneity. In

this model, the coefficients S, are, however, restricted to be the same for returnees and

for non-migrants.

A second option is to consider the selectivity issue as a sample selection bias. In
this case, return migration will have not merely an intercept effect but a slope effect.
This means that the effects of individual, household and community characteristics on
occupational choice are not the same for migrants and non-migrants, i.e. the coefficients
for returnees and non-migrants are not the same, and have to be estimated separately.

Following de Coulon and Piracha (2005), who found that returnees and non-
migrants in Albania obtain different labour market returns to their individual
characteristics, we expect the estimated coefficients for returnees and non-migrants to
be significantly different.” We test for sample selection bias by using the generalised

residual (u;) of a probit selection equation, proposed by Gourieroux et al. (1987). In a

first step, a probit model estimates the selection into return migration:

Pr(m, =1) =X,y + z,a + 4)

where m; is equal to one if the individual is a return migrant and zero if a non-migrant,
and z, exogenous variables that determine the selection into return migration. The

generalised residual (u; ) has the form:

#() Z;L()) 1 for returnees: s =1
“aoi-oo)t ") )
O()1-D()] =#0) _ fornon- migrants :s, = 0.

[1-o()]

" We also apply a Chow test to compare the differences in the coefficients of the two groups. First, eq. (3)
is estimated with interactions of all right hand side variables with the dummies for non-migrants and
return migrants respectively, and allowing each group to have its own intercept. Then, we compare the
coefficients of the variables interacted with the non-migrant dummy to that of the return migrant dummy.
The null hypothesis of similar coefficients is rejected; the chi-square value of 109.98 being higher than
the 95 percent level critical value.
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where ¢(.) and ®(.) denote the probability density and cumulative distribution
functions of the standard normal distribution. The generalised residual is then

introduced as a right hand side variable in eq. (3) along with the selection variable (m,)
and the vector of characteristics affecting the occupational choice (x;). A valid test for

no sample selection bias is the insignificance of the generalised residual coefficient in
the occupational choice model.

Another problem when analysing the occupational choice of return migrants
relates to the assumption made about the sequence of the decisions with respect to
migration and occupational choice. These assumptions are mainly related to the
modelling approach of the return migration decision. An important part of the literature
regards migration and return as distinctive optimal residential location plans, with the
decision to return taken after a time spent abroad on considerations of relative
deprivation, location-specific preferences, differences in purchasing power between
host and home countries’ currencies, or returns to the human capital accumulated in the
host country (e.g. Hill, 1987; Djajic and Milbourne, 1988; Stark, 1991; Raffaelhtischen,
1992; and Dustmann 1995, 1997, and 2003). Moreover, migrants who experience
outcomes worse than expected (i.e. do not find job or find a job only at a lower wage
than expected) may decide to return as well (Borjas and Bratsberg, 1996). In all these
cases, the occupation upon return would either be chosen after migration has already
occurred, simultaneous to the decision to return to the home country or even after
having returned.

Return migration can, however, be a part of a life cycle plan to accumulate
capital for self employment activities. This is often the case when capital constraints in
the home economy hinder individuals from starting an enterprise, and migration is used
as a strategy to accumulate the needed start up funds (Mesnard, 2004). The choice to be
an entrepreneur would be made simultaneous to the decision to migrate and return.
Similarly, seasonal migrants might decide from the very beginning to work abroad in
the harvest, construction and/or holiday season and for the rest of the year to work on
own farms or just consume from the savings accumulated abroad.

To capture these possible simultaneous decisions, we estimate also a model in
which the occupational choices of non-migrants are considered alternatives to the

occupational choices of returnees:

11



BiXi
Pr(y, = )= ; e ©

Zk:SN ,SW,S0,SE,RN,RW,RO,RE

where S stands for stayers (i.e. non-migrants), with other letters explained above, and R

stands for return migrants. Eq. (6) is normalised by setting S, =0.

The dynamics among the possible choices in the estimation results of the
multinomial logit models (i.e. egs. 3 and 6) are illustrated by computing odds ratios.
The factor change in the odds of outcome m versus outcome n for a marginal increase in

X, and the other independent variables in the model held constant is given by:

Qo (x, Xic min +1)
len (X' Xk,m\n)

=elkrn, 7)

The effect of migration experience on the occupational choice can be expressed
as the difference between the predicted probability of choosing the actual occupation
and the counterfactual probability of choosing that occupation, had he had a different
migration experience. For the return migrant R; this is given by the difference between
the actual probability and the probability of having chosen alternative j had he not
migrated:

Ahgf,Ri = F)r(yRi = j)_Pr(yRi = J | m, = O):
B BsXei
Y T T OF
Zk:RN,RW,RO,REe I ZK:SN,SW,SO,SEe I

where the counterfactual, i.e. the second term in eq. (8), can be simply predicted by

applying the coefficients obtained from estimating eq. (3) for the non-migrant’s
subsample ( ﬁ’s) to the characteristics observed for the return migrant R; ( X ;).

The effect of a hypothetical migration experience on the occupational choice of
the non-migrant S; is given by the difference between the counterfactual probability (i.e.
had he decided to migrate and return) and the actual probability:

8 Equations (8) and (9) do not include adjustments for sample selection bias. These were discarded as we
didn’t find any evidence for selectivity bias (see page 14).
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Ahgf,Si = Pr(ySi = J | m; :1)_ Pr(ysi = J):

ﬁR Xsi ﬁs Xsi
€ e
= - ©)

Z e/}kXSi Z e/}kXRi
k=RN,RW,RO,RE k=SN,SW,SO,SE

4. Estimation Results

Following de Coulon and Piracha (2005), we conduct tests on the variables that
identify the selection into return migration. More precisely, we introduce these variables
in the estimation of the occupational choice equation (eq. 3) to check if they are
significantly different from zero. If they are significant, we exclude them from the entire
model; if they are not significant, we include them in the selection probit (eq. 4) and not
in the occupational choice multinomial logit (eq. 3). We consider the number of other
family members (i.e., other than the individual being interviewed) who are currently
migrants or with the past migration experience as a selection instrument, assuming
decreasing migration costs and/or a culture of migration in households with more
migrants. We expect the instrument to affect the migration decision and to be
uncorrelated with the error term in the occupational choice equation. The instrument’s
coefficient is significant in the selection equation (chi-squared: 48.62; p-value: 0.000)
and insignificant in the occupational choice equations (chi-squared: 3.64; p-value:
0.304) and, thus, we use it to identify the model.

We further test for sample selection bias (see Table 4). The generalised residual
from the sample selection probit is not significant in the multinomial logit equation. The
chi-squared value of the Wald test is 4.37 and, hence, smaller than the 95 percent
critical value. We therefore conclude that the results of the occupational choice equation
estimated separately for return migrants and non-migrants do not suffer from selection
bias. The estimation results are presented in Table 5.

The results for equation (6), in which the occupations of returnees are
considered alternative to the occupations of non-migrants are presented in Table 6. We
conduct LR-tests for combining alternatives. The tests show that none of the pairs of
alternatives can be collapsed (i.e. the coefficients associated with all given pairs of
alternatives are significantly different). The Hausman and Small-Hsiao tests of the

independence of irrelevant alternatives (I11A) assumption hold also for all occupational

13



subsets.’ Finally, we run Hausman tests comparing the results of the separate
occupational choice estimations for non-migrants and return migrants (eq. 3) with the
estimations of equation (6). The chi-squared values are 47.88 for non-migrants and
42.66 for returnees. Both values are smaller than the 95 percent critical value,
confirming that the estimation results are significantly similar.

The factor changes in the odds between the occupational subsets of equation 6
are presented in Table 7. There is a strong relationship between age and occupation in
the case of non-migrants. Each additional year increases the odds of being an own
account worker compared to a non-participant or wage employee by about 2 percent and
the odds of being an entrepreneur versus non-participant or wage employee by 3 to 4
percent. This age pattern is consistent with evidence of higher self-employment rates at
the end of the active lifetime, which reflects higher rates of retirement out of wage
employment compared to self-employment as well as transitions to self-employment at
an older age (Zissimopoulos and Karoly, 2007).

The same relationship would be true also for return migrants. However, the odds
ratio for entrepreneurship vs. wage employment is significant only at the 10 percent
level. For all occupational subsets, a marginal increase in age decreases the odds of
being return migrant vs. non-migrant by 5 to 6 percent, confirming the findings from
other studies that migration occurs at a younger age.

There is also quite a strong positive relationship between education level and
occupational choice. Having secondary/vocational or tertiary education significantly
increases the odds of wage employment and entrepreneurship over non-participation
and own account working in the case of non-migrants. In the case of return migrants,
having secondary/vocational education significantly increases the odds of being an
entrepreneur in comparison to all other alternatives, while having tertiary education
increases the odds of wage employment both over non-participation and own account
working. Even after controlling for other characteristics, the human capital content of
the Albanian own account workers’ group is significantly below that of wage
employees and entrepreneurs, supporting the “parking-lot” hypothesis.

Using foreign language proficiency as a further control for labour market skills,
we find that speaking Italian significantly increases the odds of being an entrepreneur
for both non- and return-migrants. With Italy being Albania’s main trading partner, this

effect is most likely related to activities in the foreign trade and/or the tourism sectors.

® The results of all tests are available upon request.
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Consistent with the existence of capital constraints, the estimated odds ratios
imply that the amount of initial wealth positively affects the probability of being self
employed over wage employed (Blanchflower and Oswald, 1998). Social capital
(proxied by the number of friends) has an effect only on own account working but not
on entrepreneurship, probably because it provides only a small amount of cheap labour
and financial capital (Sanders and Nee, 1996).

The availability of infrastructure (i.e. banking services) strongly increases the
odds of being an entrepreneur in the case of return migrants but does not affect the
probability of self-employment as an own account worker. de Mel et al. (2008) observe
that for a substantial part of the self-employed in Sri Lanka, the lack of growth from
working on own account compared to a small or medium size enterprise is more likely
to be due to the lack of entrepreneurial abilities. Nevertheless, for the individuals having
the abilities and skills to be entrepreneurs, infrastructure seems to be important for
running and developing the businesses.

A slightly counterintuitive result for return migrants, is a positive relationship
between the availability of banking services and the odds of non-participation over
working as a wage employee or as an own account worker. This is most likely due to
the fact that banks are motivated to open new branches in regions with a large
international migration rate in order to capture the large remittance flows.

An interesting result is that in Albania self-employment activities in rural areas
are more likely to be on own account in the case of non-migrants but as entrepreneur in
the case of returnees. This could be evidence that migration through accumulation of
human capital and/or overcoming capital constraints help individuals located in rural
areas to switch from subsistence farming into entrepreneurial activities.

Compared to being located in Tirana, residing in the less developed Central and
Mountain region significantly decreases the odds of participating in the labour market
for both non-migrants and migrants. Nevertheless, a Coastal region location, with its
expanding tourism industry, significantly increases the likelihood of entrepreneurship
over wage employment in the case of return migrants. In the Coastal areas return
migrants are even more likely to be self-employed compared to non-migrants. Their
exposure to western culture probably helps them to better understand the tastes and
expectations of foreign tourists, giving them a comparative advantage over their non-

migrant counterparts in providing tourism services.
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In order to capture eventual differences in occupational choice among different
types of returnees, we run estimations of the occupational choice model (eq. 3) with
return migrants only, with additional controls for the intention to re-migrate or not (first
setting) and the return reason (second setting). In both settings we introduce interactions
between the re-migration intention and the return reason respectively with a variable
measuring the time spent in Albania since the last return. These interaction terms should
capture the reintegration dynamics of return migrants in the home country labour
market. The estimation results are presented in Table 8 and the factor changes in the
odds for the additional explanatory variables in Tables 9 and 10.

For returnees intending to re-migrate, each additional month spent in Albania
after return increases the odds of working on own account both over non-participation
and wage employment by about 2 percent (see Table 9). The behaviour is similar to
those having returned after the expiry of a temporary/seasonal work permit, indicating
that the two groups overlap. The same is true for returnees due to family reasons; their
behaviour not being significantly different when compared to seasonal migrants (see
Table 10). The limited amount of time repeat/seasonal migrants spend at home prevent
them from taking up more long term binding commitments like wage employment or
entrepreneurship.

Migrants intending to resettle permanently in Albania are less likely to return to
wage employment over non-participation at their arrival, though, there is evidence that
they eventually reintegrate into the labour market. Every month spent in Albania
increases their odds of finding a paid job by about 3 percent (see Table 9). Nevertheless,
at time of arrival, permanent returnees are significantly more likely to be self-employed
over wage employed: unsuccessful returnees only as own account workers, while target
savers also as entrepreneurs (see Table 10). With the passing of time, those initially
becoming own account workers seem to switch into wage employment, also supporting
the “parking lot” hypothesis.

Returning after having accumulated enough savings gives the highest likelihood
of being an entrepreneur over a wage employee. This behaviour is consistent with the
hypothesis that in the presence of capital constraints nascent entrepreneurs are likely to
use migration as a strategy to accumulate the needed funds to start a business (see
Mesnard, 2004).

Comparison between the predicted probability of actual occupational choice and

the counterfactual probabilities shows that migration has an important effect on
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occupational choice (see Table 11). Compared to having not migrated, return migrants
are significantly more likely not to participate in the labour market (+5.3 percentage
points) and be entrepreneurs (+3.4 percentage points) and less likely to be wage
employees (-4.6 percentage points) and own account workers (-4.0 percentage points).
Allowing 12 months for reintegration into the labour market, the negative effect on
labour market participation completely vanishes and the positive effect on self-
employment becomes stronger: +3.3 percentage points for own account working and
+5.9 percentage points for entrepreneurship.

Had the return migrants stayed, they would have been less likely to be
entrepreneurs (-.09 percentage points) and more likely to be own account workers (+1.3
percentage points) compared to non-migrants. This means that had they stayed, even if
they had taken the risk to become self-employed, they would have certainly lacked the
capital for expanding the business and for hiring employees. As for non-migrants, the
migration experience would have increased their probability to be entrepreneurs by

about +2.1 percentage points.

5. Conclusions

We have analysed the occupational choice of return migrants and non-migrants in
the Albanian context. Our data confirm empirical evidence from other developing
countries that an important part of the labour force is employed as own account
workers. Moreover, own account workers earn on average significantly less compared
to both wage employees and entrepreneurs, pointing to the fact that own account
workers are rather a marginalised group.

In our empirical approach, we investigated the occupational choice of returnees
and non-migrants for non-participation, wage employment, own account work and
entrepreneurship, taking into consideration the eventual sample selection bias into
return migration. Our results show that own account workers have characteristics closer
to those non-participating in the labour market (i.e. lower education levels, failure of the
migration target), while entrepreneurship is positively related to schooling, foreign
language skills (i.e. Italian), better infrastructure, and target saving migration.
Furthermore, with the time spent in Albania after return, permanent returnees opting for
non-participation and own account work seem to re-integrate into the labour market and

find a way into paid employment, supporting the “parking lot” hypothesis.
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The results of the counterfactual analysis show that if the return migrants had
not migrated, they would have been more likely to be own account workers and less
likely to be entrepreneurs. Past migration experience, however, has a positive effect on
both own account work and entrepreneurship, with the latter effect being significantly
stronger. This finding has important policy implications. Even after sorting out small
self-employment activities, migration is shown to have an important impact on
entrepreneurship. This could include the expansion of a small own account business to a
small or medium sized enterprise with paid employees.

Finally, our results show that the impact of return migration on the home
economy needs to be differentiated not only by forms of self-employment but also by
forms of migration. Target savers are making the strongest direct contribution to
employment generation and growth, having the highest odds of being entrepreneurs
after return. This suggests that reducing financial constraints domestically could have
positive effects for the economy.
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Table 1: Descriptive statistics by past migration experience; males

Non Return
Migrants  Migrants

Mean Mean difference t-test
value value
Individual Characteristics
Age 41.98 36.94 5.04%*=* 0.000
Education level: primary or less 0.38 0.45 -0.065*** 0.001
Education level: secondary/vocational 0.47 0.48 -0.005 0.810
Education level: tertiary 0.15 0.08 0.070*** 0.000
Speaks English 0.10 0.09 0.006 0.582
Speaks Italian 0.14 0.20 -0.062*** 0.000
Speaks Greek 0.04 0.44 -0.408*** 0.000
Occupation: not working 0.15 0.21 -0.058*** 0.000
Occupation: wage employee 0.57 0.51 0.055*** 0.005
Occupation: own account worker 0.22 0.20 0.028* 0.085
Occupation: entrepreneur 0.05 0.08 -0.025*** 0.009
Monthly income (if working; LEK) 228,730 247,355 -18,625 0.264
Household Characteristics
HH subjective economic status in 1990 3.80 3.55 0.25%** 0.001
HH subjective economic status in 2005 3.98 4.01 -0.027 0.693
Married 0.81 0.81 0.000 0.991
Household size 4.94 5.07 -0.123* 0.073
Number of other HH members a migrant 0.49 0.79 -0.304*** 0.000
Social Capital
No. of friends 2.04 2.05 -0.012 0.871
Community and Regional Characteristics
Community has piped water 0.80 0.71 0.095*** 0.000
Community has banking service 0.62 0.50 0.115** 0.000
Urban area 0.69 0.57 0.121%** 0.000
Region: Tirana 0.29 0.20 0.091*** 0.000
Region: Coastal 0.22 0.29 -0.076*** 0.000
Region: Central 0.22 0.26 -0.038** 0.022
Region: Mountain 0.27 0.24 0.023 0.177
Migration history
Time since returned (months) 55.70
Re-migration intention: No 0.50
Re-migration intention: Yes 0.36
Re-migration intention: Don’t know 0.14
Return reason: family 0.25
Return reason: unsuccessful 0.35
Return reason: temporary/seasonal permit 0.21
Return reason: accumulated enough savings 0.19
Observations 2,049 962

** significant at 5%; *** significant at 1%

Notes: The sample included is the potential labour force (i.e. not enrolled in education, not retired, not
handicapped, and not in military service) aged 20 to 64. HH subjective economic status: 1=poor to 10=rich.
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Table 2: Descriptive statistics by occupational choice: male non-migrants (mean values)

Wage

Own account

Not working employee worker Entrepreneur
Individual Characteristics
Age 35.63 42.57 43.90 45.91
Education level: primary or less 0.51 0.30 0.52 0.24
Education level: secondary/vocational 0.45 0.49 0.42 0.56
Education level: tertiary 0.04 0.21 0.05 0.20
Speaks English 0.07 0.13 0.04 0.12
Speaks ltalian 0.15 0.16 0.05 0.22
Speaks Greek 0.04 0.04 0.03 0.04
Monthly income (if working; old LEK) n.a. 259,138 207,111 645,081
Household Characteristics
HH subjective economic status in 1990 3.71 3.85 3.68 4.01
HH subjective economic status in 2005 3.14 4.10 3.89 5.42
Married 0.52 0.86 0.87 0.92
Household size 5.09 4.85 5.14 4.72
Social Capital
No. of friends 1.95 1.99 2.20 2.11
Community and Regional Characteristics
Community has piped water 0.84 0.82 0.72 0.90
Community has banking service 0.69 0.68 0.42 0.76
Urban area 0.78 0.75 0.46 0.78
Region: Tirana 0.25 0.35 0.17 0.34
Region: Coastal 0.15 0.21 0.28 0.25
Region: Central 0.26 0.22 0.21 0.22
Region: Mountain 0.33 0.23 0.34 0.19
Observations 314 1,167 457 111

Notes: The sample included is the potential labour force (i.e. not enrolled in education, not retired, not
handicapped, and not in military service) aged 20 to 64. HH subjective economic status: 1=poor to 10=rich.
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Table 3: Descriptive statistics by occupational choice: male return migrants (mean values)

Wage

Own account

Not working employee worker Entrepreneur
Individual Characteristics
Age 32.72 37.11 39.65 40.43
Education level: primary or less 0.52 0.45 0.49 0.16
Education level: secondary/vocational 0.44 0.44 0.49 0.77
Education level: tertiary 0.04 0.11 0.03 0.08
Speaks English 0.12 0.10 0.04 0.14
Speaks Italian 0.22 0.20 0.10 0.34
Speaks Greek 0.56 0.42 0.35 0.51
Monthly income (if working; LEK) n.a. 327,028 223,262 445,792
Household Characteristics
HH subjective economic status in 1990 3.45 3.45 3.64 4.29
HH subjective economic status in 2005 3.31 4.02 4.24 5.18
Married 0.61 0.83 0.93 0.92
Household size 5.45 4.93 5.09 4.91
Social Capital
No. of friends 2.09 1.89 2.18 2.64
Community and Regional Characteristics
Community has piped water 0.70 0.69 0.67 0.94
Community has banking service 0.53 0.51 0.37 0.78
Urban area 0.54 0.60 0.43 0.75
Region: Tirana 0.10 0.27 0.16 0.18
Region: Coastal 0.15 0.29 0.39 0.43
Region: Central 0.25 0.27 0.25 0.25
Region: Mountain 0.50 0.17 0.21 0.14
Migration history
Time since returned (months) 25.00 54.49 74.74 85.68
Re-migration intention: No 0.24 0.50 0.65 0.84
Re-migration intention: Yes 0.62 0.36 0.21 0.08
Re-migration intention: Don’t know 0.15 0.14 0.14 0.08
Return reason: family 0.27 0.27 0.19 0.21
Return reason: unsuccessful 0.34 0.33 0.45 0.29
Return reason: temporary/seasonal permit 0.27 0.22 0.17 0.10
Return reason: accumulated enough savings 0.12 0.18 0.19 0.40
Observations 203 495 187 77

Notes: The sample included is the potential labour force (i.e. not enrolled in education, not retired, not
handicapped, and not in military service) aged 20 to 64. HH subjective economic status: 1=poor to 10=rich.
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Table 4: Sample selection test

Probit Multinomial Logit
Return migration Not working vs. Own a\fvcég\;\'/aork vs. Entres\r/zgzur vs.
vs. non migration | Wage employment employment employment
Individual Characteristics
Age -0.03957 0.00655 0.01253 0.0401
[0.00354]*** [0.00984] [0.00877] [0.01355]***
Education level: secondary -0.09207 -0.44175 -0.35479 0.57971
[0.06091] [0.12397]*** [0.10857]*** [0.20570]***
Education level: tertiary -0.42737 -1.89139 -1.60404 -0.13728
[0.11387]*** [0.30090]*** [0.24919]*** [0.33474]
Speaks English -0.14385 0.15076 -0.006 0.04896
[0.11600] [0.23439] [0.26001] [0.29730]
Speaks Italian 0.31745 -0.02154 -0.38675 0.59069
[0.08606]*** [0.19230] [0.21187]* [0.24663]**
Speaks Greek 1.69942 -0.43435 -0.01558 -0.38249
[0.07897]*** [0.49019] [0.46360] [0.68684]
Household Characteristics
HH subjective economic status in 1990 -0.00444 0.03957 0.09499 0.07425
[0.01587] [0.03232] [0.02868]*** [0.04239]*
Married 0.91228 -1.71602 0.01867 0.147
[0.09470]*** [0.22895]*** [0.22977] [0.39018]
Household size -0.05819 0.09115 0.00431 0.07087
[0.017211]*** [0.03343]*** [0.03124] [0.05234]
Social Capital
No. of friends 0.01583 -0.00094 0.08199 0.07491
[0.01403] [0.03350] [0.02604]*** [0.03439]**
Community and Regional
Characteristics
Community has piped water -0.22409 0.28191 0.30639 0.88442
[0.08431]*** [0.19302] [0.14643]** [0.33863]***
Community has banking service 0.09585 0.09756 -0.20843 0.74304
[0.10648] [0.22764] [0.19098] [0.37074]**
Urban area 0.22032 0.28733 0.40157 0.40531
[0.08561]** [0.19620] [0.16780]** [0.23776]*
Region: Coastal 0.18507 0.78824 0.03383 0.14273
[0.08488]** [0.17522]*** [0.16882] [0.24155]
Region: Central -0.03849 1.41845 0.37372 0.23145
[0.08809] [0.17125]*** [0.16489]** [0.26063]
Region: Mountain -0.23368 0.61156 -0.77956 -0.57952
[0.10492]** [0.23501]*** [0.19678]*** [0.37322]
Selection Controls
Nr. of other HH members a migrant 0.21027
[0.03016]***
Return Migrant 1.5655 -0.40754 1.58417
[0.81205]* [0.76479] [1.13330]
Generalized Residual (selection eq.) -0.77397 0.21892 -0.63279
[0.46934]* [0.44249] [0.65087]
Constant 0.43492 -2.24826 -1.41536 -6.74312
[0.18720]** [0.57315]*** [0.53243]*** [0.86782]***
Observations 3011 3011
LR chi-sq 1017.48 794.05
Pseudo R-sq 0.27 0.12

Standard errors in brackets

* significant at 10%; ** significant at 5%; *** significant at 1%

Note: The control group for the regional dummies is “Tirana”. HH subjective economic status: 1=poor to
10=rich.
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Table 5: Estimation results of occupational choice; separately for Non Migrants and Return Migrants

Multinomial Logit (1): Non Migrants Multinomial Logit (2): Returnees
Not working vs. Own acc. work vs. Entrepreneur vs. Not working vs. Own acc. work vs. Entrepreneur vs.
Wage employment ~ Wage employment ~ Wage employment | Wage employment  Wage employment ~ Wage employment
Individual Characteristics
Age -0.00009 0.0161 0.03075 -0.00387 0.01749 0.03333
[0.00829] [0.00680]** [0.01237]** [0.01313] [0.01158] [0.01729]*
Education level: secondary -0.71526 -0.53499 0.20186 0.0055 0.05315 1.17141
[0.15491]*** [0.12827]**=* [0.25185] [0.20593] [0.18998] [0.35308]***
Education level: tertiary -2.4009 -1.66337 -0.21867 -1.21642 -1.39708 -0.51594
[0.37175]*** [0.26445]*** [0.36484] [0.49583]** [0.54291]** [0.62793]
Speaks English -0.2031 -0.07151 -0.24672 0.55935 0.19326 0.50476
[0.31680] [0.30964] [0.38915] [0.35980] [0.47550] [0.47770]
Speaks ltalian 0.16063 -0.37488 0.76323 0.26597 -0.51191 0.70381
[0.24643] [0.26744] [0.31367]** [0.25581] [0.29503]* [0.32606]**
Speaks Greek -0.01342 -0.04055 -0.2112 0.45235 -0.22276 0.34435
[0.37162] [0.34359] [0.54601] [0.18795]** [0.18947] [0.27224]
Household Characteristics
HH subjective economic status in 1990 0.03418 0.09737 0.00909 0.02567 0.10894 0.18063
[0.04109] [0.03470]*** [0.05596] [0.05613] [0.05256]** [0.06951]***
Married -1.8218 -0.29391 0.22055 -0.86734 0.55129 0.68907
[0.21417]%* [0.21059] [0.42380] [0.25971]* [0.34841] [0.51708]
Household size 0.05591 0.00581 0.01585 0.10946 0.00824 0.11497
[0.04174] [0.03595] [0.06656] [0.05419]** [0.05669] [0.08879]
Social Capital
No. of friends 0.02457 0.07197 0.03038 -0.02753 0.08722 0.13167
N [0.04427] ~  [0.03183]* ~ [0.05362] | _ [0.05218] ~_ _ _ [0.04604]*  _ _ [0.05155%*
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Table 5: Estimation results of occupational choice; separately for Non Migrants and Return Migrants (continued)

Multinomial Logit (1): Non Migrants Multinomial Logit (2): Returnees
Not working vs. Own acc. work vs. Entrepreneur vs. Not working vs. Own acc. work vs. Entrepreneur vs.
Wage employment ~ Wage employment ~ Wage employment | Wage employment  Wage employment ~ Wage employment
Community and Regional Characteristics
Community has piped water 0.20323 0.27903 0.44647 0.104 0.35636 1.36171
[0.25426] [0.17150] [0.41224] [0.28495] [0.24014] [0.56456]**
Community has banking service -0.16126 -0.16022 0.40199 0.92431 -0.25831 1.46009
[0.27447] [0.23517] [0.45891] [0.44787]** [0.33407] [0.61794]**
Urban area 0.96495 -0.88878 -0.38023 -0.38132 -0.47313 -1.22507
[0.27986]*** [0.23281]*** [0.45396] [0.44268] [0.33670] [0.60485]**
Region: Coastal 0.44761 0.33097 0.19448 0.43916 0.48172 1.03272
[0.22999]* [0.19048]* [0.28974] [0.34499] [0.29842] [0.39279]**
Region: Central 0.87863 0.02184 0.04142 1.01687 0.01564 0.57947
[0.20929]*** [0.19690] [0.29529] [0.32167]*** [0.30683] [0.42019]
Region: Mountain 1.14808 0.43283 0.00806 2.13408 0.29738 0.76208
[0.20918]*** [0.19187]** [0.31878] [0.33353]*** [0.33611] [0.49039]
Constant -1.30203 -1.23012 -4.69056 -2.38947 -2.63872 -8.33292
[0.46946]*** [0.40534]*** [0.79149]*** [0.67165]*** [0.66284]*** [1.16323]***
Observations 2049 962
LR chi-sq 541.16 320.48
Pseudo R-sq 0.12 0.14

Standard errors in brackets
* significant at 10%; ** significant at 5%; *** significant at 1%

Note: The control group for the regional dummies is “Tirana”. HH subjective economic status: 1=poor to 10=rich.
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Table 6: Estimation results of occupational choice; jointly for Non Migrants (NM) and Return Migrants (RM)
Multinomial Logit (3)

Not working NM ~ Own acc. worker Entrepreneur Not working RM  Wage employed  Own acc. worker Entrepreneur

vs. Wage NM vs. Wage NM vs. Wage vs. Wage RM vs. Wage RM vs. Wage RM vs. Wage
employed NM employed NM employed NM employed NM employed RM employed NM employed NM
Individual Characteristics
Age -0.00402 0.01687 0.03151 -0.05773 -0.05724 -0.04494 -0.02747
[0.00830] [0.00678]** [0.01238]** [0.01184]*** [0.00754]*** [0.01022]*** [0.01590]*
Education level: secondary -0.6516 -0.51824 0.22008 -0.58879 -0.47852 -0.44163 0.61566
[0.15067]*** [0.12664]** [0.25057] [0.19581]*** [0.13642]*** [0.17996]** [0.34539]*
Education level: tertiary -2.2466 -1.61999 -0.1949 -2.37156 -0.79142 -2.22032 -1.33771
[0.36399]*** [0.26192]*** [0.36075] [0.47369]*** [0.24191]*** [0.52439]*** [0.59832]**
Speaks English -0.32428 -0.03042 -0.22934 0.21185 -0.56444 -0.45807 -0.11378
[0.29989] [0.30317] [0.38737] [0.33955] [0.25738]** [0.47214] [0.45542]
Speaks Italian 0.11015 -0.48943 0.72241 0.84736 0.63137 0.19831 1.30066
[0.22851] [0.25635]* [0.30054]** [0.26118]*** [0.18780]*** [0.29830] [0.32541]***
Speaks Greek -0.1852 -0.19352 -0.02856 3.28304 2.79884 2.55841 3.07783
[0.34353] [0.32629] [0.53633] [0.22327]*** [0.18471]*** [0.22923]*** [0.29271]**=
Household Characteristics
HH subjective economic status in 1990 0.03133 0.0828 0.0078 0.0027 -0.03375 0.09807 0.14012
[0.04011] [0.03390]** [0.05549] [0.05210] [0.03613] [0.04923]** [0.06566]**
Married -1.75576 -0.31102 0.23488 0.03029 0.99726 1.61845 1.61906
[0.20906]*** [0.20658] [0.41988] [0.25864] [0.20470]*** [0.34294]*** [0.51093]***
Household size 0.06276 0.00189 0.01504 0.01244 -0.08932 -0.07402 0.02198
[0.04077] [0.03585] [0.06713] [0.05160] [0.03844]** [0.05220] [0.07895]
Social Capital
No. of friends 0.0189 0.07566 0.03199 -0.02081 0.00418 0.10016 0.14743
[0.04030] [0.02925]*** [0.05152] [0.05336] [0.03776] [0.04182]** [0.04398]***
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Table 6: Estimation results of occupational choice; jointly for Non Migrants (NM) and Return Migrants (RM) (continued)
Multinomial Logit (3)

Not working NM ~ Own acc. worker Entrepreneur Not working RM  Wage employed  Own acc. worker Entrepreneur
vs. Wage NM vs. Wage NM vs. Wage vs. Wage RM vs. Wage RM vs. Wage RM vs. Wage
employed NM employed NM employed NM employed NM employed RM employed NM employed NM
Community and Regional Characteristics
Community has piped water 0.17594 0.2864 0.46923 -0.26387 -0.4144 -0.07645 0.80384
[0.24779] [0.16906]* [0.41059] [0.27619] [0.19075]** [0.22977] [0.55764]
Community has banking service -0.15165 -0.19897 0.39443 0.88476 0.01321 -0.18228 1.6263
[0.26627] [0.23054] [0.45197] [0.43279]** [0.23529] [0.32072] [0.58620]***
Urban area 0.93798 -0.85919 -0.38053 -0.68871 -0.4 -0.93637 -1.6749
[0.27493]*** [0.22962]*** [0.45022] [0.42286] [0.22890]* [0.31936]*** [0.56328]***
Region: Coastal 0.43761 0.33325 0.16442 0.91985 0.34074 0.74831 1.46777
[0.22618]* [0.18957]* [0.28721] [0.33595]*** [0.18502]* [0.27818]*** [0.37433]***
Region: Central 0.8396 0.02394 0.03592 1.42654 0.27196 0.22071 0.86213
[0.20285]*** [0.19416] [0.29315] [0.31459]*** [0.18379] [0.29110] [0.40173]**
Region: Mountain 1.03967 0.40766 -0.01262 1.96753 -0.38105 -0.15792 0.52895
[0.20331]*** [0.18914]** [0.31568] [0.31276]*** [0.20649]* [0.31101] [0.46206]
Constant -1.14622 -1.17948 -4.74888 -1.13994 1.44115 -1.10721 -6.58401
[0.46431]** [0.40809]*** [0.80278]*** [0.62196]* [0.41275]*** [0.60636]* [1.06558]***
Observations 3011
LR chi-sq 1840.54
Pseudo R-sq 0.17

Standard errors in brackets
* significant at 10%; ** significant at 5%; *** significant at 1%

Note: The control group for the regional dummies is “Tirana”. HH subjective economic status: 1=poor to 10=rich.
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Table 7:

Odds ratios for occupational choice

Education  Education Speaks Speaks  Speaks Subjective .
Age level: Iev_el: English ltalian Greek econ. Married
secondary tertiary status 1990
Non Migrants
SWvs. SN 1.00 1.92%** 9.46*** 1.38 0.90 1.20 0.97 5.79***
SO vs. SN 1.02** 1.14 1.87 1.34 0.55* 0.99 1.05 4.24%**
SOvs. SW  1.02** 0.60*** 0.20%** 0.97 0.61* 0.82 1.09** 0.73
SEvs. SN 1.04** 2.39%** 7.78%** 1.10 1.84* 1.17 0.98 7.32%%*
SEvs. SW  1.03** 1.25 0.82 0.80 2.06** 0.97 1.01 1.26
SE vs. SO 1.01 2.09*** 4.16*** 0.82 3.36*** 1.18 0.93 1.73
Return Migrants
RW vs. RN 1.00 1.12 4.86*** 0.46** 0.81 0.62%** 0.96 2.63***
RO vs. RN 1.01 1.16 1.16 0.51 0.52* 0.48*** 1.10 4.89***
RO vs. RW 1.01 1.04 0.24*** 1.11 0.65 0.79 1.14** 1.86*
RE vs. RN 1.03 3.33%x* 2.81 0.72 1.57 0.81 1.15* 4.90%**
RE vs. RW 1.03* 2.99%** 0.58 1.57 1.95** 1.32 1.19* 1.86
RE vs. RO 1.02 2.88*** 2.42 1.41 3.01*** 1.68* 1.04 1.00
Return Migrants vs. Non Migrants
RNvs. SN (.95%* 1.06 0.88 1.71 2.09**  32.08*** 0.97 5.97***
RWvs. SW  (0.94*** 0.62*** 0.45%** 0.57** 1.88*** 16.43*** 0.97 2.71%**
ROvs. SO  0.96*** 0.64** 0.11*** 0.63 1.22 12.92%** 1.10** 5.05%**
REvs. SE  (.94*** 1.49 0.32* 1.12 1.78 22.34*** 1.14 3.99**
* significant at 10%; ** significant at 5%; *** significant at 1%
Table 7: Odds ratios for occupational choice (continued)
HH size No. of Piped Banl_<ing Urban Coa_stal Cen_tral Mour_ltain
friends water services area region region region
Non Migrants
SWvs. SN 0.94 0.98 0.84 1.16 0.39***  0.65* 0.43*** 0.35***
SO vs. SN 0.94 1.06 1.12 0.95 0.17***  0.90 0.44*** 0.53***
SO vs. SW 1.00 1.08** 1.33* 0.82 0.42%**  1.40* 1.02 1.50**
SE vs. SN 0.95 1.01 1.34 1.73 0.27*** 0.76 0.45** 0.35***
SE vs. SW 1.02 1.03 1.60 1.48 0.68 1.18 1.04 0.99
SE vs. SO 1.01 0.96 1.20 1.81 1.61 0.84 1.01 0.66
Return Migrants
RW vs. RN 0.90* 1.03 0.86 0.42** 1.33 0.56* 0.32%** 0.10***
RO vs. RN 0.92 1.13** 1.21 0.34* 0.78 0.84 0.30*** 0.12%**
RO vs. RW 1.02 1.10** 1.40 0.82 0.58 1.50 0.95 1.25
RE vs. RN 1.01 1.18 2.91* 2.10 0.37 1.73 0.57 0.24***
RE vs. RW 1.12 1.15 3.38** 5.02**  0.28**  3.09*** 1.80 2.48*
RE vs. RO 1.10 1.05 2.41 6.10*** 0.48 2.05* 1.90 1.99
Return Migrants vs. Non Migrants
RN vs. SN 0.95 0.96 0.64 2.82**  0.20%** 1.62 1.80* 2.53%**
RWvs. SW  0.91** 1.00 0.66** 1.01 0.67* 1.41* 1.31 0.68*
RO vs. SO 0.93 1.11** 0.93 0.83 0.39%**  2.17%** 1.25 0.85
RE vs. SE 1.01 1.12* 1.40 3.43* 0.27*  3.68*** 2.28* 1.72

* significant at 10%; ** significant at 5%; *** significant at 1%

Notes: Odds ratios computed based on the estimation in Table 6. The control group for the regional

dummies

is “Tirana”.
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Table 8: Estimation results of occupational choice models; return migrants

Multinomial Logit (4)

Multinomial Logit (5)

Not working vs.
Wage employment

Own acc. work vs.
Wage employment

Entrepreneur vs.
Wage employment

Not working vs.
Wage employment

Own acc. work vs.
Wage employment

Entrepreneur vs.
Wage employment

Individual Characteristics
Age

Education level: secondary
Education level: tertiary
Speaks English

Speaks ltalian

Speaks Greek

Household Characteristics
HH subjective economic status in 1990

Married
Household size

Social Capital
No. of friends

Community and Regional Characteristics
Community has piped water

Community has banking service
Urban area

Region: Coastal

Region: Central

Region: Mountain

0.01052
[0.01336]
0.12444
[0.21331]
-1.03528
[0.51523]**
0.56593
[0.37031]
0.22473
[0.26581]
0.35063
[0.19714]*

-0.00561
[0.05811]
-0.80681

[0.26360]++
0.11931

[0.05722]*

0.02147
[0.05203]

0.15269
[0.28907]
1.03285
[0.44550]*
-0.34185
[0.44079]
0.44918
[0.36308]
0.8906
[0.34074]*
1.99285
[0.35212]

0.01052
[0.01220]
-0.07875
[0.19810]

-1.4046

[0.54606]**

0.12243
[0.48914]
-0.43991
[0.30314]

0.1072
[0.20355]

0.09978
[0.05398]*
0.28215
[0.35808]
0.02358
[0.05730]

0.0339
[0.04849]

0.32533
[0.24919]
-0.30477
[0.34138]
-0.62148

[0.34477}*

0.42398
[0.30510]
0.12515
[0.31620]
0.73536

0.02265
[0.01827]
1.13058
[0.36636]**
-0.46515
[0.63335]
0.35661
[0.50493]
0.64245
[0.34138]*
0.55307
[0.28703]*

0.20841
[0.07304]***
0.45383
[0.53748]
0.14642
[0.08782]*

0.07876
[0.05287]

1.32694
[0.57792]*
1.50076
[0.65494]+
-1.60459
[0.65004]+
0.99994
[0.40227]+
0.79581
[0.43047]
1.18356

0.00866
[0.01328]
0.19413
[0.21294]
-1.00887
[0.51215]**
0.49506
[0.37342]
0.24431
[0.26503]
0.38225
[0.19756]*

0.01655
[0.05805]
-0.75082

[0.26630]++

0.13881
[0.05664]*

0.02273
[0.05200]

0.17474
[0.29046]
0.93289
[0.45144]+
-0.37239
[0.44765]
0.36689
[0.35690]
0.8342
[0.33357]*
2.07684

0.00724
[0.01232]
-0.05619
[0.19802]
-1.42449

[0.55105]***

-0.00614
[0.48812]
-0.43413
[0.30395]
-0.00412
[0.20559]

0.11942
[0.05369]*
0.47976
[0.36023]
0.02799
[0.05768]

0.04637
[0.04850]

0.32633
[0.24855]
-0.35288
[0.33936]
-0.58971

[0.34302]*

0.31966
[0.30468]
-0.01505
[0.31377]

0.62744

0.02237
[0.01846]
0.97553
[0.36292]%*
-0.78114
[0.64536]
0.3525
[0.49982]
0.69377
[0.33874]**
0.3974
[0.28999]

0.21001
[0.07180]***
0.49324
[0.53640]
0.1349
[0.08888]

0.11185
[0.05280]**

1.36857
[0.57573]*
1.47069
[0.63991]*
-1.50457
[0.63114]*
0.85139
[0.40162]*
0.60847
[0.43122]
1.18766
[0.51656]**
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Table 8: Estimation results of occupational choice models; return migrants (continued)

Multinominal Logit (4)

Multinominal Logit (5)

Not working vs.
Wage employment

Own acc. work vs.
Wage employment

Entrepreneur vs.
Wage employment

Not working vs.
Wage employment

Own acc. work vs.
Wage employment

Entrepreneur vs.
Wage employment

Migration
Months since return: re-migration intention 0.00487 0.02059 0.01688
[0.00503] [0.00474]*** [0.00931]*
Re-migration intention: No 0.80916 1.53615 2.09704
[0.35431]** [0.36644]*** [0.69124]***
Months since return: no re-migration intention -0.03031 -0.01944 -0.01365
[0.00705]*** [0.00534]*** [0.00991]
Re-migration intention: Don’t know 0.19677 0.90829 2.16181
[0.40736] [0.48549]* [0.88608]**
Months since return: undecided re-migration intention -0.00872 -0.01484 -0.03289
[0.00757] [0.00690]** [0.01526]**
Months since return: temporary/seasonal permit -0.00806 0.01853 0.01217
[0.00760] [0.00531]*** [0.00883]
Return reason: family 0.49832 0.38377 0.70198
[0.32086] [0.43893] [0.77346]
Months since return: family reason 0.00116 -0.00751 -0.00219
[0.00901] [0.00636] [0.01031]
Return reason: unsuccessful 1.24982 1.48479 0.23886
[0.36577]*** [0.43540]*** [0.92097]
Months since return: unsuccessful returnee -0.01108 -0.0175 -0.00252
[0.00858] [0.00592]*** [0.01050]
Return reason: accumulated enough savings 1.19707 1.34014 1.57712
[0.45581]*** [0.52854]** [0.81871]*
Months since return: accumulated enough savings -0.01685 -0.01299 -0.00458
[0.01083] [0.00689]* [0.01010]
Constant -2.79951 -3.37968 -9.66121 -3.27108 -3.42881 -8.94855
[0.69874]*** [0.70855]*** [1.34172]*** [0.71985]*** [0.74807]*** [1.34145]***
Observations 962 962
Wald chi-sq 440.66 421.35
Pseudo R-sq 0.19 0.18

Robust standard errors in brackets

* significant at 10%; ** significant at 5%; *** significant at 1%

Notes: The control group for the regional dummies is “Tirana”, for re-migration intention dummies - “Re-migration intention: Yes”; and for the return reason dummies - “Return
reason: temporary/seasonal permit”. HH subjective economic status: 1=poor to 10=rich.

32



Table 9: Odds ratios for occupational choice; re-migration intention of return migrants
Permanent return vs.

Months since return:

Months since return:

Not decided vs. intended

Months since return: not

intended re-migration intended re-migration permanent return re-migration decided
RW vs. RN 1.00 0.45** 1.03** 0.82 1.01
RO vs. RN 1.02%* 2.07 1.01 2.04 0.99
RO vs. RW 1.02%* 4.65%** 0.98*** 2.48* 0.99**
RE vs. RN 1.01 3.63* 1.02 7.14%* 0.98
RE vs. RW 1.02* 8.14%* 0.99 8.69** 0.97*
RE vs. RO 1.00 1.75 1.01 3.50 0.98

* significant at 10%; ** significant at 5%; *** significant at 1%

Notes: Odds ratios computed after estimation in Table 7. RN, RW, RO, and RE stand for being a return migrant and not working, being a return migrant and
working as wage employee, being a return migrant and working on own account, and being a return migrant and working as entrepreneur respectively.

Table 10: Odds ratios for occupational choice; return reasons of return migrants

Months since

return: seasonal

Return out of
family reasons

Months since
return: family

Failure of the
migration target

Months since
return: failure of

Accumulated
enough savings

Months since
return:

. . vs. seasonal vs. seasonal the migration vs. seasonal accumulated
migration oo reasons A o )
migration migration target migration enough savings
RW vs. RN 1.01 0.61 1.00 0.29%** 1.01 0.30%** 1.02
RO vs. RN 1.03*** 0.89 0.99 1.26 0.99 1.15 1.00
RO vs. RW 1.02%** 1.47 0.99 4.471%%= 0.98*** 3.82* 0.99*
RE vs. RN 1.02* 1.23 1.00 0.36 1.01 1.46 1.01
RE vs. RW 1.01 2.02 1.00 1.27 1.00 4.84* 1.00
RE vs. RO 0.99 1.37 1.01 0.29 1.02 1.27 1.01

* significant at 10%; ** significant at 5%; *** significant at 1%

Notes: Odds ratios computed after estimation in Table 7. RN, RW, RO, and RE stand for being a return migrant and not working, being a return migrant and
working as wage employee, being a return migrant and working on own account, and being a return migrant and working as entrepreneur respectively.
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Table 11: Differences between predicted probabilities and counterfactuals
Predicted

- Counterfactual Difference
probability
Return migrants —
Return migrants had they not
migrated

Occupation: not working 0.211 0.159 0.053***
Occupation: wage employee 0.515 0.560 -0.046***
Occupation: own account worker 0.195 0.236 -0.040***
Occupation: entrepreneur 0.079 0.045 0.034***

Return migrants
(only those back in
Albania for 12
months or more) —
had they not

Return migrants
(only those
back in Albania
for 12 months
or more)

migrated
Occupation: not working 0.127 0.130 -0.003
Occupation: wage employee 0.503 0.593 -0.090***
Occupation: own account worker 0.258 0.224 0.033***
Occupation: entrepreneur 0.112 0.052 0.059***
Return migrants —
Non-migrants had they not
migrated
Occupation: not working 0.153 0.159 -0.005
Occupation: wage employee 0.570 0.560 0.009
Occupation: own account worker 0.223 0.236 -0.013**
Occupation: entrepreneur 0.054 0.045 0.009***
Non-migrants — had
Non-migrants they migrated and
returned
Occupation: not working 0.153 0.172 -0.019%**
Occupation: wage employee 0.570 0.538 0.031***
Occupation: own account worker 0.223 0.215 0.008***
Occupation: entrepreneur 0.054 0.075 -0.021***

* significant at 10%; ** significant at 5%; *** significant at 1%

Notes: The counterfactual value gives for non-migrants the predicted probability of being in a
certain occupation if having migrated and returned; for return migrants the counterfactual gives
the predicted probability of being in a certain occupation if having stayed put.
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