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Abstract:  

In this paper the economical effect of emigration on Latvian, Serbian and Moldovan economies in last 
decade is researched. During this time frame the analysis is made upon emigration meaning in broad 
sense - size of migration flows and the effect on economies. 

The main motivation of this research paper is to calculate the influence of the emigration on the 
countries economy by estimating the negative and positive factors in these relations regarding 
economies of Latvia, Serbia and Moldova. 

As a result 4 models of emigration influence on economy were created and what is more important – 
these models, with small modifications may be used for examination the same issue in other regions 
and countries. As well author introduced innovative way of 3 methods usage- SWOT&PEST 
multidimensional analysis provides transparent representation of the results. 

By estimating the economical effects of emigration - it was concluded that negative effect of 
emigration increases, if the level of life and salary grow in emigration-source country. Moldova’s GDP 
nowadays by more than ¼ consists of remittances. Latvian economy receives fewer transfers from 
abroad, than taxes, which could have been paid by current emigrants. In Serbia there is opposite case 
and economy is gaining much more from transfers, than it could have been received by taxes from 
current emigrants. 
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1. Introduction 

Nowadays emigration is becoming more and more comprehensive issue for the 
analysis. International organization of migration reported, that in 2013 more than 230 
mln. people were living outside of their homelands (IOM, 2013). In last 5 years 
emigration grew by 15%. 

World bank reports, that remittance amount is growing globally at around 3,3%  
annually (World Bank report, 2013). For example, in 2013 more than 543 mlrd. USD 
were sent as remittances and more than 75% - 404 mlrd. USD were sent to developing 
countries. 

Many countries depend on the remittance flow, for example, remittance level in 
Tajikistan is more than 52% of GDP. Moldova’s economy as well by ¼ of GDP 
depends on remittances (World Bank, 2013). In Serbia remittance level in last 5 years 
was in a range of 7-9% of GDP and in Latvia only 2-3% of GDP. 

UNFPA State of the World reports, that every 1% of remittance in GDP lowers 
countries poverty by 0,4%. That means that remittances have not only economical 
effect on economy, but also an important social factor.  

Recent Latvian emigration studies done by O.Krasnopjorov and M.Hazans proove 



that emigration from Latvia in last 10 years had a very significant role. M.Hazans in 
his research has been analyzing the amounts of Latvian emigrants registering in 
foreign migration offices in order to get a residence or work permits. M.Hazans 
(2013) reports that emigration could be up to 200.000 people, which nowadays is 
already more than 10% of Latvian population. 

Another migration researcher O.Krasnopjorov (2011) uses completely different 
methodology and analyzes emigration size by comparing  -in and -outflows of people 
in Riga airport and Latvian harbours. He concludes that total number of emigrants in 
last 10 years could be up to 177.000 people. 

Current researches about emigration from Serbia, show that in last decade 
approximately 414.000 people emigrated (Migration profile..., 2010). 

Migration policy centre studies about Moldova show that according to destination 
countries statistics, 615,171 or 390,280 Moldovan migrants resided abroad in years 
around 2012, who represent in both cases very high percentages of the total 
population residing in Moldova (17.3% and 11.0%, respectively). The difference 
between the two estimates depends on whether migrants living in Russia are counted 
according respectively to the country of birth or citizenship criterion (MPC, 2013). 

It is important to bear in mind not only figures of migration’s size, but also to be able 
to track the economical effect on economy. That is why an economical formula was 
developed in order to compare the negative and positive effects of emigration. 

2. Calculation of emigration’s economical effect 

International organization of migration reports, that high-skilled emigration or the so-
called "brain drain" can imply a loss of public resources invested in education 
(D.Ratha, S. Mohapatra, E.Scheja, 2006). So it is possible to determine the cost of 
emigration by summing up the investments done into each migrant. Of course, size of 
investments depend on the level of education and social security paid by the state.  

Also in previous researches it is mentioned, that there are negative aspects, which 
cannot be calculated, like emotional physical stress and fragmentation of social 
networks. Thus, temporary circular migration can increase the risk of eroded family 
structures and relationships. For instance, an absence of mothers has been found to be 
associated with greater incidence of children in conflict with the law in Jamaica. 

In 2006 economist M.Kazaks reported that keeping social security, welfare and 
economic development will be possible not only by productivity growth, but also by 
immigration management. These are as well expenses, which occur because of the 
initial migration from the source country.  

It is important to mention that nowadays there is a growing body of evidence 
suggesting that the income from remittances is disproportionally spent on education 
and health rather than everyday consumption (Ratha, D., 2011). However, the 
evaluation of the effect of spending on education and health can be done only in long-
term period.  

Some of the migration factors cannot be mathematically described because of its 



nature or because of the lack of statistical data. In this paper there were only those 
factors counted, which can be statistically gathered, mathematically transformed and 
predicted in short term period. This information gives understanding of the real 
meaning of emigration - transforming the flow of people migration into economical 
terms.  

Each economy is based on taxation system and people, so emigrants in economical 
terms mean unpaid taxes from salary and from the expenditure. From the other side - 
economy of origin-country is gaining remittances and expenditure tax, which is paid 
from spending the money received from emigrants. 4 scenarios were developed with 
different impacts to the emigrants-origin countries economy in short-term perspective. 

In 1st scenario the smallest impact on emigrants origin-countries economy was 
projected. In this model such factors as emigration average size, minimal subsistence 
level and Added Value Tax (AVT) are taken in consideration. 

2nd model is an average impact scenario on migrants origin-countries economy. Here 
emigration average size, minimal wage, salary taxes and AVT are accounted. 

In 3rd model average salary is taken in consideration and it is high-impact scenario on 
emigrants origin-countries economy, because it projects, that all the emigrants would 
have been paying taxes from average salary and AVT from the expenditure, if they 
stayed in the origin country. 

In 4th model 1st, 2nd and 3rd scenarios are implemented together with the structure of 
the society. So the distribution of wages and taxes in this model is done upon different 
groups of the society or workforce – employers, employees, students and 
unemployed. So that means that this scenario takes into account the differences of 
emigrants and their impact on the economy of their origin-country. 

However, it is important to mention that all the models are taking into account a 
limited amount of factors, which makes it possible to measure only short-term effect 
of the emigration. But in long-term effect calculations much more factors should be 
considered as emigrants intellectual capacity, possible added-value production, 
investments in social care, education and others. 

2.1. Case of Latvia  

Table 1 

''EUR Minimal negative effect from 1 emigrant Minimal 
positive effect 

from 1 emigrant 
 Model 1 Model 2 Model 3 Model 4 

2008 -418 -1816 -5439 -1264 1745 
2009 -498 -2043 -5224 -1384 1800 
2010 -493 -2121 -5242 -1413 1976 
2011 -534 -2385 -5532 -1556 2134 
2012 -541 -2385 -5742 -1572 2426 
2013 -526 -2356 -5929 -1564 2432 

Average -502 -2184 -5518 -1459 2086 



 

Remittance level is relatively small in Latvia - approximately 400 mln. EUR as 
remittances from emigrants is received each year, but five years trend shows, that the 
size of the remittances continuously grew in last 5 years in total for 35%. Still the 
relative size of the remittances in 2012 was only 2,7% of the GDP (Fig.1). 

 

Figure 1 

In the 1st model it was projected that if all the emigrants stayed in Latvia, they would 
have spent only subsistence allowance, paying ATV to countries budget. This 
scenario shows that each year 1 emigrant would have generated approximately 500 
EUR as paid AVT. On the other hand 1 emigrant during 1 year in average sends more 
than 2000 EUR as remittances (Tab.1). That means that emigrants, in terms of factors 
included in first model, bring more benefits for the origin-country, than they could 
give by staying in the country. 

The 2nd model shows that 1 emigrant in economical terms for Latvian budget equals 
to 2184 EUR unpaid taxes. This model projects, that each year in average Latvian 
budget loses around 100 EUR from each emigrant (Tab.1). Then in terms of factors 
included in second model, emigration is not beneficial for economy of origin-country. 

In the 3rd model 1 emigrant for Latvian budget equals to 5518 EUR unpaid taxes, 
which means that in average Latvian budget for last 5 years lost more than 3400EUR 
each year from each emigrant (Tab.1). 

In 4th model the structure of the society is taken in consideration. It is obvious that the 
positive impact from remittances is bigger than possible negative impact from unpaid 
taxes. In this case annually Latvian budget is gaining more than 600 EUR from each 
emigrant (Tab.1).
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2.2. Case of Serbia 

Table 2 

''EU
R 

Minimal negative effect from 415000 
emigrants (mln.EUR) 

Minimal positive 
effect from 415000 

emigrants 
(mln.EUR)  Model 1 Model 2 Model 3 Model 4 

2008 -84 -412 -1263 -223 +2302 
2009 -125 -527 -1270 -284 +3343 
2010 -125 -544 -1484 -297 +2846 
2011 -125 -560 -1751 -312 +2781 
2012 -125 -576 -1780 -318 +2349 
2013 -125 -613 -1818 -330 +2100 

In 2012 emigrants from Serbia as remittances sent more than 2 billions EUR, which is 
around 7,4% of GDP (Fig.1). During last 5 years remittances level was fluctuating 
and since 2009 it decreased by more than 1 billion EUR. 

In all the scenarios calculated impact from the emigration was positive. That means 
that nowadays emigration in short term period, taking in consideration measurable 
data and factors brings more positive effect, than negative to the economy of Serbia. 
The 1st scenario shows that in last 5 years in average negative effect of emigration 
equals 117 mln. EUR  each year, while average positive effect was more than 2,6 
billions annually. 

The highest negative impact which is measured in 3rd scenario hits the economy of 
Serbia by 300 mln.EUR less, than it gets as remittances. Negative effect equals to 1,8 
bln. EUR, while positive to 2,1 bln. EUR. 

Calculating by the 3rd scenario – the marginal salary level is around 575EUR/month. If 
the amount of remittances, emigration size, taxation system do not change and the salary 
will get up to marginal level, then the economy of Serbia will stop benefiting from 
emigration.  

2.3. Case of Moldova 

Economy of the Republic of Moldova heavily depends on the remittances from 
emigrants. In 2012 relative size of remittances was 25% of the GDP (Fig.1). 
Approximately 1,3 bln. EUR are received as remittances from emigrants in Moldova. 

The case of Moldova is similar to Serbian, because all 4 developed scenarios showed 
positive effect from emigration, meaning that Moldova from economical point of 
view is benefiting from emigration.  

The 1st scenario, where only subsistence allowance and ATV are taken in 
consideration estimated emigrants negative impact on the economy of Moldova is 
approximately 70 mln. EUR annually. 2nd scenario, where minimal salary and taxes 
are accounted, shows that in average Moldova is losing 269mln. EUR each year from 
emigration. In 3rd scenario average salary is being used to calculate possible negative 
impact of emigration. In average by this model Moldova is losing 650 mln. EUR. The 
4th scenario shows that for the last 5 years Moldova annually lost 190 mln EUR. 



On the other hand the positive impact from remittance and ATV equals 1,2 bln. EUR 
each year, which is more than 15 times more than negative effect from 1st scenario 
and two times more than 3rd scenario’s calculated negative impact to the economy of 
Moldova. 

 

3. SWOT&PEST multidimensional analysis 

SWOT&PEST analysis is a connection of three methods in one. It is a collaboration 
of SWOT analysis, PEST analysis and expert interviews. The main reason for 
connecting three methods in one is a possibility to have two-dimensional view of the 
problem and effective organization of information.  

In this analysis 3 types of experts were interviewed – professors, economists and 
entrepreneurs. It is important to mention that the answers varied in accordance to the 
expert group.  

Professors mainly had very pragmatic point of view about the migration trends and 
impact to the economy. Mainly by this group of experts it was forecasted that with 
current preconditions re-emigration of not more than 2-3% of emigrants is possible. 
As well it was emphasized that regional development should be promoted in order to 
help those regions, which lost most of the population because of the emigration. 

Economists were emphasizing the impact of remittances, which are especially 
important in Moldova case. Also it was mentioned, that emigration is inevitable result 
of economical slide-down and country should reverse the situation from threats 
towards opportunities by structural reforms and investments in intellectual and high 
added value businesses. 

Entrepreneurs and CEO mainly drew attention towards flow of migrants, who will 
substitute those who emigrated. So these are social and cultural threats. Also it was 
emphasized that only Latvia has the remigration plan as a policy document, but still it 
is supposed that the effectiveness of such plan wouldn’t go beyond 5% of emigrants, 
who will come back. 

 

4. Conclusions 

Migration is inevitable condition of nowadays society therefore it is important to 
know its positive and negative sides. In this research by conducting emigration’s 
economical research only few factors were taken in consideration in order to make a 
controlled analysis through certain time period.  

Of course, even the 4th scenario, which takes into account social differences of the 
society, still doesn’t give a 100% realistic overview of emigration economic effect. 
That is why it is important to use all 4 scenarios simultaneously in order to construct 
possible economic effect models on the economy. 

- For the last 5 years Serbian economy’s benefits from emigration vary from 1 bln. 
EUR up to 2,5 bln. EUR each year. It means that in terms of factors included in 
formula, Serbian economy in short-term period is gaining much more than it could get 



from emigrants if they stayed in the country. Mainly such tremendous financial 
impact of emigration on Serbian economy is because of the latest economical crisis 
combined with political instability in Balkan region. As well relatively small 
emigration generates huge amount of remittances- 5% of population sending 
approximately 1/10 of the GDP annually as remittances. 

- Latvian economy could have benefited from emigration by 121 mln. EUR each year 
for last 5 years. This assumption is made through 4th scenario, where structure of 
emigration flow, emigration size, unpaid taxes and received remittances are taken in 
consideration. However it is important to understand that this is the average cost of 
emigration, which show only the proportion of remittances to the size of the taxes, 
which could have been paid by emigrants if they stayed in Latvia. As well by using 
the average number of emigrants creates certain mistake in calculations of 
emigrations effect on economy of Latvia. 

- Moldovan economy is receiving each year 559-1259 mln. EUR more in remittances, 
than it could get in taxes if all the emigrants would re-emigrate. Moldova case is an 
example of countries high dependency on foreign investments done by emigrants. 
These remittances are forming more than 20% of countries GDP. Overall poverty 
level, high unemployment, small wages and disproportionally distributed taxes are the 
main factors for remittances to stay at dramatically high level. 

It is substantial to mention that all calculations are based only on tangible factors, 
which can be used in mathematical formula. That is also the reason why scenarios are 
projecting only the short-term effects of the emigration to the economy and do not 
take into account psychological factors and human resources added value capabilities, 
known also as ‘brain drain’ or from the destination country by obtaining foreign 
education and re-emigrating back home. 
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