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Abstract. The paper compiles a Poisson Pseudo-Maximum Likelihood econometric 
model aiming at detecting and assessing the drivers and the barriers of incoming 
remittance flows in Europe. The analysis focuses on 297 NUTS 2 level regions and 
covers the period 2010–2018. For the needs of the analysis, the paper compiles 
a dataset with interregional remittance flows “regionalising” the corresponding 
country-level data. The findings of the paper offer substantial insight into the roles of 
economic, demographic, geographical and institutional factors, not only enriching the 
discourse in economic integration theory but also presenting practical implications 
for policymakers engaged in regional economic planning and integration strategies.
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1. Introduction

Europe is gradually moving from a “space of places” 
to a “space of flows” (Castells, 2020) as the pure 
essence of the process of economic integration boils 
down to the gradual elimination of the pecuniary 
and non-pecuniary impediments to interaction 
(Topaloglou et al., 2005; Kallioras et al., 2009). 
Indeed, as the process of European economic inte-
gration is in full swing, European regions have been 
experiencing a period of unprecedented change 
(Brülhart et al., 2004; Crescenzi et al., 2014), being 
transformed into integral parts of the European 
economic space (Petrakos et al., 2005; Petrakos et 
al., 2011; Karanika & Kallioras, 2018). Of course, 
even though the process of economic integration 
has greatly enhanced the mobility of production 
factors, products, people and money, this does not 
imply the ubiquity of economic activity (Scott et al., 
2001; McCann, 2008; Rodriguez-Pose & Crescenzi, 
2008; Kemeny, 2011). Geography “matters” (Gertler, 
2003; Kallioras et al., 2021), and this necessitates a 
thorough understanding of the spatial dynamics and 
externalities that are generated and/or reproduced 
within the framework of the European economic 
integration process. Unfortunately, the scarcity of 
data on economic flows at the regional level (i.e., 
interregional data) acts as a deterrent to this end. 
Hence, several important questions regarding the 
dynamics of the European economic integration 
process remain unsolved, for both scholars and 
policymakers.

The paper offers a new understanding of the 
interrelations among regional economies in Europe. 
Particularly, the paper compiles a Poisson Pseudo-
Maximum Likelihood econometric model aiming 
at detecting and assessing the drivers and the bar-
riers of incoming remittance flows in Europe. The 
analysis focuses on 297 NUTS 2 level regions and 
covers the period 2010–2018. The regions under 
consideration are situated in the EU countries, in 
the UK, and in the EFTA countries (i.e., Iceland, 
Liechtenstein, Norway and Switzerland) (Note 1). 
The period of analysis is extremely important as, by 
and large, it lasts from the immediate aftermath of 
the 2008 economic crisis to the relative economic 
wellbeing preceding the COVID-19 pandemic. For 
the needs of the analysis, the paper compiles a 
dataset relating to interregional remittance flows. 
The compilation of the dataset is based on a “re-
gionalisation” of the corresponding country-level 
remittances data on the basis of a methodology 
that utilises country-level data and regional-level 
data on migration flows. 

The contribution of the paper is threefold. First, 
the paper analyses economic flows at the regional 
level in Europe. Up to now, due to the scarcity of 
data, such analyses have been conducted in only 
a handful of recent studies (Manetos et al., 2022; 
Almazán‐Gómez et al., 2023; Kapitsinis et al., 2023; 
Almazán‐Gómez et al., 2024; Adamakou et al., 2024; 
Moral Carcedo & Llano, 2024; Almazán‐Gómez et 
al., 2025; Tsiapa et al, 2025a; Tsiapa et al., 2025b). 
Second, the paper utilises data on remittance flows 
instead of utilising data on remittance stocks. Third, 
the paper analyses remittance flows that originate 
from developed economies and are directed to 
developed (rather than developing) economies. 

The current section of the paper is introduc-
tory. The next section discusses the definition 
of remittances and the motivations to remit and 
comments on the empirical literature. The third 
section describes the methodology for compiling 
the database on interregional remittance flows. 
The penultimate section compiles the econometric 
model and conducts the econometric analysis. The 
last section of the paper offers the conclusions. 

2. Definition of remittances and 
motivations to remit, and empirical 
literature on remittance flows

Remittances refer to non-commercial transfers of 
money and represent “household income from 
foreign economies arising mainly from the tempo-
rary or permanent movement of people to those 
economies” (IMF, 2009: 272) (Note 2). The main 
components relating to remittances in a national 
Balance of Payments (Note 3) are personal trans-
fers and compensation of employees (Azizi, 2019). 
Personal transfers refer to those transactions to 
resident households from non‐resident households, 
while compensation of employees refers to the 
income of border, seasonal and other short-term 
workers who are employed in an economy where 
they are not resident and of residents employed by 
non-resident entities.

The income of migrant workers is not entirely 
transferred to the home countries. This is because 
an important part remains in the host countries 
in order for the migrant workers to meet their 
needs. In fact, the literature highlights that the 
volume of remittances, measured as monetary val-
ue remitted per year) decreases as length of stay 
increases (Merkle & Zimmermann, 1992; Bauer & 
Sinning, 2011; Sinning, 2011). Factors influencing 
this decline might be the saving of money in the 
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host country with the intention of setting up a 
business on return to the home countries or buying 
a house when migrants obtain a permanent resident 
status in the host country (Ghosh, 2006).

Research shows that migrants' motivations for 
sending remittances are often driven by either pure 
altruism or self-interest (such as for purposes of 
investment or as a form of insurance) (Inglis et 
al., 2020). Since altruistic motivations are inher-
ently abstract and challenging to quantify; their 
influence on migrant behaviour has typically been 
assessed using indirect methods (Lucas & Stark, 
1985; Agarwal & Horowitz, 2002; Bouhga-Hagbe, 
2006). For self-interested motivations, migrants 
often choose a specific remittance strategy due 
to their desire to eventually return home or to 
invest in their home country. Broadly speaking, 
the literature suggests that altruistically motivated 
remittances tend to decrease during periods of 
economic growth in the home country and rise 
during downturns, whereas remittances motivated 
by self-interest tend to exhibit the opposite pattern 
(Azizi, 2017). 

Within this framework, empirical literature 
on bilateral remittance flows remains extremely 
limited and inconclusive. This is so because the 
lack of (high-quality) data has proven to be an 
insurmountable hurdle. Existing empirical evidence 
refers mostly to international remittance flows 
(Note  4). As regards the interregional remittance 
flows, there is, to the best of the authors’ knowledge, 
only the study of Manetos et al. (2022) that provides 
a typology of European regions for the year 2018.

3. Research materials and methods: 
compilation of the database for 
interregional remittance flows

Statistical information regarding remittance flows 
across European space is scarce and relates only 
to the national level. World Bank (Note 5) and 
EUROSTAT (Note 6) provide only country-level 
data on remittance flows, and thus only the com-
pilation of country-to-country origin–destination 
matrices on remittance flows is feasible (Note 7). 
Thus, the data on remittance flows at the regional 
level need to be “produced” (“generated”). Regional-
level data on remittance flows will allow for the 
compilation of region-to-region origin–destination 
matrices on remittance flows.

The paper utilises World Bank national-level 
remittance flows data, given that the correspond-
ing EUROSTAT data refer to significantly fewer 

observations (i.e., country-pairs) due to more miss-
ing values. Although the World Bank dataset is the 
most comprehensive source for remittances data, 
it still contains some missing values. Whenever 
feasible, these missing values were filled using 
interpolation or extrapolation. If filling was not 
possible, the missing values were left as blank cells. 
Additionally, the dataset was thoroughly checked 
to ensure the absence of any “problematic” data, 
such as typographical errors. 

Overall, the World Bank dataset satisfies the 
criteria for the assessment of data quality set by 
EUROSTAT (2020: 21), namely: relevance (the 
dataset meets the needs of users), accuracy (the 
dataset contains data that are close to true values), 
timeliness (the length of time between the availa-
bility of the dataset and the phenomenon that the 
data describe is short), punctuality (the dataset is 
immediately accessible), accessibility (the dataset 
is freely available), clarity (the dataset is easy to 
understand), comparability (the dataset contains 
data that are harmonised, overcoming differences 
among national methodologies for estimating re-
mittance data), and coherence (the dataset contains 
data that are reliably combined in different ways 
and for various uses).

Due to the absence of regional-level data on 
remittance flows, the compilation of region-to-re-
gion origin–destination matrices on remittance 
flows is feasible – subject to the “regionalisation” 
of the corresponding national-level data. To this 
end, regional-level data on migration flows are 
utilised. This is because remittance flows and mi-
gration flows are directly linked, as the former 
can be considered the financial consequence of 
latter (World Bank, 2024; OECD, 2025). In other 
words, remittances are a detectable economic link 
between the migrants and their countries of origin. 
Particularly, inflows of remittances are associated 
with corresponding outflows of migration, while 
outflows of remittances are associated with inflows 
of migration (IMF, 2024; United Nations, 2025). 
It is worth noting that the World Bank estimates 
country-level remittance flows utilising migrant 
stocks, origin countries’ incomes, and destination 
countries’ incomes.

Ratha and Shaw (2007) present estimates of 
national-level remittance flows by applying three 
distinct allocation rules: (a) weights based on the 
number of migrants abroad, (b) weights based on 
estimated migrant incomes, calculated by multi-
plying migrant stocks by per capita income in the 
destination countries, and (c) weights that account 
for both migrants' income abroad and income in 
their home countries. The first rule's limitation is 
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its assumption that all migrants remit the same 
amount, irrespective of their location or income 
level in the host country, which reduces its accuracy 
given the substantial income variability among 
migrant-receiving nations. The second rule, while 
adjusting for income, assumes a fixed remittance 
share of each migrant's income, without considering 
the income level itself. The third rule provides a 
more refined approach, though it demands extensive 
data to implement.

To address the need for regional-level remit-
tance estimates, a method is adapted based on 
the first allocation rule. In the European context, 
this rule's limitation is minimised because income 
variance across regions is relatively small, as all 
European countries are part of the developed 
world. Specifically, the paper refines the approach 
suggested by Petrakos and Kallioras (2007) and 
Kallioras and Petrakos (2010) (Note 8), estimating 
regional-level remittance flows using a formula that 
links national-level remittances with the proportion 
of regional migration stocks relative to national 
figures (Komornicki et al., 2023) (Eq. 1). Remittance 
flows to a destination region from an origin region 
(i.e., incoming remittance flows) in a given year 
are calculated as the product of the corresponding 
country-level remittance flows and the share of the 
stock of migration from the destination region of 
remittance flows to the origin region of remittance 
flows (i.e., external migration stock) in a given 
year to the corresponding country-level stock of 
migration, according to the formula:

𝑅𝑅𝑅𝑅𝑅𝑅𝑟𝑟𝑑𝑑𝑟𝑟𝑟𝑟,𝑡𝑡 = 𝑅𝑅𝑅𝑅𝑅𝑅𝑐𝑐𝑑𝑑𝑐𝑐𝑐𝑐,𝑡𝑡 ∗ (
𝑀𝑀𝑀𝑀𝑀𝑀𝑟𝑟𝑜𝑜𝑟𝑟𝑟𝑟,𝑡𝑡
𝑀𝑀𝑀𝑀𝑀𝑀𝑐𝑐𝑜𝑜𝑐𝑐𝑐𝑐,𝑡𝑡

), 

 
where, REM = remittance flows, MGR = migra-
tion stock, cd = destination country of remittance 
flows, co = origin country of remittance flows, rd 
= destination region of remittance flows (rd ∈ cd), 
ro = origin region of remittance flows (ro ∈ co), 
t = time (i.e., year).

The application of the method rests on the 
assumption that the ratio of regional to national 
incoming (or outgoing) migration stocks is equal to 
the ratio of regional to national outgoing (or incom-
ing) remittance flows. Considering that migration 
data are extremely sensitive to measurement errors 
(Komornicki & Wiśniewski, 2021), having access to 
high-accuracy migration data is a crucial element 
for the “production” of high-accuracy interregional 
remittance flow data (Note 9).

4. Results and discussion

The paper proceeds to an econometric analysis for 
the detection of the drivers and the barriers of in-
terregional incoming remittance flows in Europe. To 
this end, a panel-data model is specified. Panel-data 
modelling is widely acknowledged as a methodology 
that controls for omitted variables and heterogeneity 
problems, capturing relationships over time and 
avoiding the risk of choosing an unrepresentative 
year (Antonucchi & Manzocchi, 2006). The issues 
of unobserved heterogeneity and omitted variables 
are crucial for the validity of the results. Thus, stud-
ies aiming to obtain unbiased estimates use fixed 
effects for remittance destination countries, origin 
countries and time (Hummels & Levinsohn, 1995; 
Matyas, 1997; Baltagi et al., 2003). The Ordinary 
Least Squares (OLS) estimation technique may lead 
to significant bias, mainly due to the assumption 
that the disturbance term is statistically independent 
from the dependent and independent variables of 
the model. Thus, a more appropriate approach for 
dealing with the defects of the OLS approach is 
the Poisson-type estimation technique, either in 
a standard or in a modified fashion (Wooldridge, 
2002). Particularly, the Poisson Pseudo-Maximum 
Likelihood (PPML) estimation approach has been 
suggested (Santos Silva & Tenreyro, 2006) as a 
special case of Generalised Linear Model (GLM) 
that assumes that the variance is proportional to 
the mean.

Towards detecting the drivers and the barriers of 
intra-European interregional incoming remittance 
flows, a stochastic panel-data Poisson-type gravity 
model is specified, in a PPML fashion, allowing 
for both the dimensions of time and space and 
controlling for omitted variables and heterogeneity 
problems (Eq. 2), as follows:

𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑗𝑗,𝑖𝑖,𝑡𝑡 = 𝑎𝑎0 + 𝑎𝑎1𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑖𝑖,𝑡𝑡 + 𝑎𝑎2𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑗𝑗,𝑡𝑡 +
𝑎𝑎3𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑗𝑗,𝑖𝑖 + 𝑎𝑎4𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑖𝑖,𝑗𝑗,𝑡𝑡 +
𝑎𝑎5𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝐺𝐺𝐺𝐺𝑗𝑗,𝑡𝑡(−1) + 𝑎𝑎6𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑗𝑗,𝑡𝑡 +
 𝑎𝑎7𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑗𝑗,𝑡𝑡 + 𝑎𝑎8𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖,𝑡𝑡 +
𝑎𝑎9𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑖𝑖,𝑡𝑡  + 𝑎𝑎1𝑂𝑂𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑖𝑖,𝑡𝑡 +
𝑎𝑎11𝑙𝑙𝑙𝑙𝐸𝐸𝐸𝐸𝐸𝐸𝑖𝑖,𝑗𝑗,𝑡𝑡 + 𝑎𝑎12𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗,𝑖𝑖 + 𝑎𝑎13𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑗𝑗,𝑖𝑖 + 𝜀𝜀𝑗𝑗,𝑖𝑖,𝑡𝑡, 

 where, i = origin region, j = destination region, 
t = time, REM = (incoming) remittance flows 
(Note  10), POP = population (Note 11), DIST = 
distance (Note 12), PCGDPGAP = per capita GDP 
gap (i.e., origin / destination ratio), PCGDPGR(-1) 
= per capita GDP growth (one-year time lag), CRED 

(1)

(2)
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= credit availability (Note 13), CONCOR = control 
of corruption (Note 14), EDHIGH = migrants with 
higher education (Note 15), TAXES = average tax 
rates, EXP = exports (Note 16),  EMU = EMU 
membership, CLBORD = common land border,  
ε = disturbance term.

The dependent variable of the model (REM) 
is the interregional incoming remittance flows in 
Europe and is expressed in both absolute values 
and as a share (%) of GDP. 

The economic mass of the remittance desti-
nation and origin regions is represented by the 
level of population (POP). Regional population is 
considered to be more representative than regional 
economic development in explaining the possibil-
ity of being a recipient of remittances (Sirkeci et 
al., 2012) and for this reason population is used 
instead of GDP. Thus, a positive sign is expected 
for the population level of both the origin and 
the destination regions. This is especially so when 
remittances are expressed in absolute values.

Distance (DIST) between the region of origin 
and the region of destination is a proxy for the 
level of transaction costs (Frankel, 2011) and, more 
importantly (since financial assets are “weightless” 
[Ahmed et al., 2021]), as a proxy for information 
frictions (Portes & Rey, 2005). By and large, greater 
distance between economies is associated with 
increased costs of sending money and/or a greater 
information friction, and thus negatively affects 
remittance inflows (Mayda, 2010; McCracken et al., 
2017). The coefficient of distance is thus expected 
to be negative to verify that adjacency magnifies 
the interregional remittance flows.

The difference in terms of the development lev-
el between the remittance origin and remittance 
destination country (PCGDPGAP) is included in 
the model as a proxy for the difference in the cor-
responding wages. The wage difference between the 
origin and the destination country has been shown 
to be a decisive factor in increasing remittances to 
the destination countries (Bunduchi et al., 2019). 
In principle, altruistic and self-interested motives 
of remittances may switch depending on the level 
of home income (i.e., income in the destination 
region) itself (Aydas et al., 2005), in the sense that 
a higher income at the destination region is asso-
ciated with a dominant altruistic motive, whereas 
a lower income at the destination region reveals a 
self-interested motive (Singh et al., 2011).

The growth rate of the GDP per capita 
(PCGDPGR) of the destination region is also ex-
ploited in relation to remittances. An increase in the 
growth rate shows that migrants tend to send more 
remittances when the economic conditions back 

home (i.e., destination region) improve, possibly 
for investment purposes. Thus, a positive sign of 
the coefficient is expected. In order to avoid any 
endogeneity issues, growth with a one-year time 
lag is used (Amuedo-Dorantes et al., 2010). 

Credit availability (CRED) is an indicator of 
the overall development of a country. The case 
that increased credit availability in the destination 
region is related to high remittances signifies a 
financial deepening in the destination region, which 
attracts self-interested remittances. The opposite 
case signifies that increased availability of credit 
reduces the need for remittances, especially for 
self-interested ones (Arezki & Bruckner, 2011).

Governance institutions establish the incentive 
structure that shapes all forms of interaction (i.e., 
political, economic and social) in an economy 
(Effiong & Asuquo, 2017). Thus, the control of 
corruption (CONCOR) in both the destination and 
origin region is included in the model. The index 
reflects perceptions of the extent to which public 
power is exercised for private gain, including both 
petty and grand forms of corruption, as well as the 
“capture” of the State by elites and private interests. 
The relation of remittances with the trustworthi-
ness of institutions of a destination economy (i.e., 
destination region) can be both positive and nega-
tive. On the one hand, low levels of law and order 
may deter remittances, since such an environment 
is not conducive for investment purposes (IMF, 
2005). On the other hand, an adverse institutional 
environment discourages the development of the 
private sector or the attraction of foreign invest-
ments (Gulzar Rammal & Zurbruegg, 2006) and 
intensifies the need for external financial support. 
The relation of remittances with the institutional 
trustworthiness of an origin economy (i.e., origin 
region) is expected to be net positive.

The presence of human capital (i.e., migrants with 
high education) in the origin region (EDHIGH) is 
included in the model, given its ability to generate 
higher incomes and, accordingly, higher remittanc-
es. The educational background of migrants has 
been shown to be a decisive factor in increasing 
remittances to their home countries, as more-edu-
cated people tend to send more money compared 
to less-educated ones, who, in fact, have far fewer 
opportunities to go abroad (Yoshino et al., 2018). 
Skilled migrants with greater potential for higher 
earnings might be more likely to remit more, mit-
igating thus the negative impact of the brain-drain 
effect in the origin country (Schiopu & Siegfried, 
2006). Thus, a positive sign of the coefficient is 
expected. Of course, there is always the possibility 
for a negative relation between human capital and 
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remittances due to fact that the skilled migrants 
have longer migration periods and a higher prob-
ability of reuniting with their families at the place 
of migration (Dustmann & Mestres, 2010).

Higher taxes in the origin region (i.e., origin 
country) constitute another factor that could dis-
courage migrants from sending remittances to the 
destination region, as they may create considerable 
pressure in income, profits and capital (Simionescu, 
2006). Thus, the variable of average tax rate (i.e., 
taxes as a share of income) (TAXES) is included 
in the model. 

Trade relations might be an important determi-
nant for remittance flows since more remittances are 
sent from trade partners (i.e., from the destinations 
of the home country’s exports) than from non-part-
ners. Though remittances are generally less volatile 
than other sources of foreign exchange, they are 
likely to weaken when exports weaken (Lueth & 
Ruiz-Arranz, 2006). The volume of exports (EXP) 
from an origin region to a destination region is 
also included in the model, and the coefficient is 
expected to have a positive sign.

Any regulation in the financial sector and the 
transaction costs that might facilitate remittance 
flows could increase their actual volumes. Fewer 
restrictions on current-account transactions con-
siderably enhance the volume of remittance flows 
(Beck & Martinez Peria, 2011). Facilitating the 
movement of capital transfers, significantly reducing 
the costs and barriers associated with remittances 
for migrants within the Eurozone while simulta-
neously providing a stable currency environment, 
the Economic and Monetary Union (EMU) has 
such a role. Thus, a dummy variable for EMU 
membership (EMU) is included in the model. The 
variable takes the value of 1 if both the origin and 
the destination region belong to the EMU, and the 
value of 0 otherwise. The coefficient of the variable 
is expected to be positive.

Considering that the abolition of economic 
barriers generates (releases) all kinds of spatial 
dynamics that relate to better access to foreign 
markets, the dummy variable of common land 
borders (CLBORD) has been included in the model 
to account for the physical proximity (Laurent 
et al., 2022). The variable takes the value of 1 if 
the origin and the destination region share land 
borders, and the value of 0 otherwise. Common 
land borders facilitate cross-border, seasonal and 
short-term work, and, overall, are usually associated 
with lower costs of sending money. The coefficient 
of the variable is expected to be positive.

Regional fixed effects (i.e., for both the origin 
and the destination regions) by time-invariant 

dummy variables are added to account for unob-
served heterogeneity. Time-fixed effects are also 
added to model specific unobservable time effects.

Remittances also depend on the unemployment 
rate of the host country, as it turns out that migrants 
choose to migrate to countries with low unem-
ployment to have a better chance of lasting work 
and a permanent salary (Hunt, 2006). However, 
this variable has not been included in the final 
specification of the model given that it has been 
proven to be statistically non-significant. 

Migration per se has not been included in the 
model as an independent variable, in order to avoid 
endogeneity problems, given the method that the 
paper employed for the estimation of interregional 
remittance flows (i.e., the dependent variable). The 
results of the econometric model provide insight 
into the determinants of interregional incoming 
remittance flows in Europe (Table 1). 

Population size matters positively for remittanc-
es, as populationally larger economies both receive 
and send larger volumes of remitted earnings. Yet, 
when remittances in relative terms (i.e., as a share 
of GDP) are considered, population size matters 
positively only for the remittance-sending regions. 

Distance has a negative impact, indicating that 
a higher cost of remitting or a greater friction of 
information reduces the volume of remittances. 

The difference in development levels between 
the origin and the destination region has a positive 
impact, signifying that an important development 
gap between two regions enhance the interregional 
remittance flows and suggesting that remittances 
have an altruistic motive.

Growth rate (one-year time lag) is found to have 
a significantly positive effect on remittances (as a 
share of GDP), implying that a higher increase in 
the growth rate is associated with more remittances, 
possibly for investment purposes. 

Credit availability is related negatively to remit-
tances, implying the altruistic motive of remittances 
as remittances attempt to counterbalance the weak-
ness of the economy to support the private sector. 

The impact of corruption control in the des-
tination region on remittance flows (as a share 
of GDP) is negative, indicating that remittances 
are driven more by altruistic behaviour than by a 
self-interested motive for investment opportunities. 
The impact that corruption control in the origin 
region has on the volume of remittance flows is 
positive. 

The presence of human capital in the origin 
region is associated positively with remittance 
flows, highlighting the ability of skilled migrants 
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Table 1. Econometric results for the determinants of the incoming interregional 
remittance flows in Europe, period 2010–2018

*** statistically significant at 1% level; ** statistically significant at 5% level
Source: Authors’ elaboration

to generate higher incomes and, accordingly, higher 
remittances.

The coefficient of taxes in the origin region 
is negative, suggesting that high taxes drain the 
income of migrants and weaken their ability to 
send remittances. 

The coefficient of exports from the origin to 
the destination region confirms the expectations 
that export flows boost remittance flows and the 
latter are procyclical to exports. However, this fact 
indicates the possible inability of remittances to be 
shock absorbers as they depend on exports growth. 

EMU membership exerts a positive impact on 
remittance flows. 

The existence of a shared border between origin 
and destination countries also exerts a positive 
impact on remittance flows.

5. Conclusions

The paper detects and assesses the drivers and 
the barriers of incoming remittance flows in 297 
European regions (NUTS 2 level), covering the 
period 2010–2018. To this end, the paper compiles 
a dataset with interregional remittance flows and a 
PPML econometric model. In order to compile the 
dataset, the paper “regionalises” the (high-quality) 
World Bank country-level remittance flows data, 
developing a methodology under the assumption 
that the allocation weights of the data are based 
on migrant stocks abroad. Particularly, the paper 
estimates regional-level remittance flows based on 
a formula that links national-level remittance flows 
and the share of regional migration stocks to the 
corresponding national ones.

 Remittances 
Absolute values Share of GDP 

 (1) (2) (3) (4) 
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑖𝑖𝑖𝑖,𝑡𝑡𝑡𝑡 0.73*** 0.69*** 1.24*** 0.99*** 
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑗𝑗𝑗𝑗,𝑡𝑡𝑡𝑡 0.80*** 0.74*** -0.59*** -0.70*** 
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑗𝑗𝑗𝑗,𝑖𝑖𝑖𝑖 -0.25*** -0.50*** -0.29*** -0.72*** 
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑖𝑖𝑖𝑖,𝑗𝑗𝑗𝑗,𝑡𝑡𝑡𝑡 0.49*** 0.38*** 1.11*** 1.14*** 
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑗𝑗𝑗𝑗,𝑡𝑡𝑡𝑡(-1)  0.001**  0.003*** 
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑗𝑗𝑗𝑗,𝑡𝑡𝑡𝑡 -0.02***  -0.04***  
𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑂𝑂𝑂𝑂𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑗𝑗𝑗𝑗,𝑡𝑡𝑡𝑡  -0.07***  -0.51*** 
𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑂𝑂𝑂𝑂𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑖𝑖𝑖𝑖,𝑡𝑡𝑡𝑡  0.33***  0.49*** 
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑖𝑖𝑖𝑖,𝑡𝑡𝑡𝑡 0.66***  0.27***  
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑖𝑖𝑖𝑖,𝑡𝑡𝑡𝑡 -0.67***  -1.44***  
𝑙𝑙𝑙𝑙𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑖𝑖𝑖𝑖,𝑗𝑗𝑗𝑗,𝑡𝑡𝑡𝑡 0.24*** 0.27*** 0.35*** 0.34*** 
𝑛𝑛𝑛𝑛𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑗𝑗𝑗𝑗,𝑖𝑖𝑖𝑖 0.15***  0.53***  
𝑛𝑛𝑛𝑛𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑗𝑗𝑗𝑗,𝑖𝑖𝑖𝑖 0.76***  1.52***  
constant -14.26*** -10.40*** -71.02*** -63.46*** 
Regional fixed effects YES YES YES YES 
Time fixed effects YES YES YES YES 
Observations  624,132 734,616 624,132 734,616 
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The econometric analysis reveals that several 
factors contribute to attracting remittance flows. Key 
drivers include the population size of remittance 
origin regions, the population of remittance desti-
nation regions (affecting only the absolute volume 
of remittances), the development disparity between 
origin and destination regions, the one-year lagged 
growth rate (only for relative remittance volumes), 
the level of corruption control in origin regions 
(only for relative remittances), the presence of skilled 
migrants (only for absolute remittances), trade re-
lationships between origin and destination regions, 
EMU membership of both regions, and the presence 
of shared land borders. On the other hand, factors 
that hinder remittance flows include the population 
size of destination regions (only affecting relative 
remittance volumes), the physical distance between 
origin and destination regions, credit availability in 
destination regions (only for absolute remittances), 
corruption control in destination regions (only for 
relative remittances), and tax levels in origin regions 
(only for absolute remittances).

The findings of the paper offer substantial in-
sights, not only enriching the discourse in econom-
ic integration theory but also presenting practical 
implications for policymakers engaged in regional 
economic planning and integration strategies. It has 
been verified that the process of European economic 
integration is associated with a set of divides and 
contradictions that still characterise the (integrated) 
European economic space. 

The paper contributes to the discussion on flows 
in Europe, offering an up-to-now unknown layer of 
analysis. The findings of the paper provide a valuable 
input for the assessment of the type and intensity of 
relations between remittance flows and the array of 
flows that take place across European space. This may 
enable a better understanding of the linkages that 
exist among European regions but still need to be 
obtained. Particularly, the literature that focuses on 
the relation of remittance flows with migration flows 
may capitalise on the findings of the paper. This is 
especially so in the light of the mega-trends that are 
taking place in Europe (such as the post-BREXIT 
period, the post-COVID19 period, the implemen-
tation of the European New Green Deal Strategy) 
that “create” a new reality. This new reality may, in 
turn, reshape the regional distribution of certain 
economic activities, thus affecting remittance flows. 

Through tackling the corresponding scarcity of 
data, the paper necessitates the need for having 
regional-level data on remittance flows, in a direct 
manner and on a regular basis. The provision of 
data – not only for remittances but also for a wide 
array of interregional flows (such as trade, migration, 

commuting, investment, tourism) – is imperative. 
This is especially so for Europe, where an – un-
precedented – process of economic integration is 
in full swing. Apparently, it behoves the European 
Central Bank (ECB) and EUROSTAT to bear the 
responsibility of performing such a task. 

Notes
1.	 These countries comprise the ESPON space. 

See: https://www.espon.eu/espon-2030/
espon-2030-programme. 

2.	 Note that a (statistical) problem with the defi-
nition of remittances is that it entails the risk of 
including earnings of locals working for foreign 
embassies and international organisations, which 
do not typically refer to remittances (Giuliano & 
Ruiz-Arranz, 2009; Clemens & McKenzie, 2018).

3.	 The Balance of Payments is the method countries 
use to monitor all international monetary transac-
tions, usually on a quarterly and an annual basis, 
and it is the difference between all money flowing 
into the country and the outflow of money to the 
rest of the world (Sloman, 2006).

4.	 See: Fagiolo & Rughi (2023) for a survey. 
5.	 See: https://www.worldbank.org/en/topic/

migrationremittancesdiasporaissues/brief/
migration-remittances-data 

6.	 See: https://appsso.eurostat.ec.europa.eu/nui/show.
do?dataset=bop_rem6&lang=en

7.	 The matrices have been compiled for the years 
2010 to 2018. See: https://irie.espon.eu/ 

8.	 This methodological suggestion refers to the 
“regionalisation” of national-sectoral trade flows. 

9.	 The data on country-level and regional-level mi-
gration flows satisfy the EUROSTAT (2020: 21) 
criteria for the assessment of data quality.

10.	 Interregional remittance flows data have been con-
verted in constant prices using World Bank GDP 
deflators. See: https://data.worldbank.org/indica-
tor/NY.GDP.DEFL.ZS. The year 2018 is the base 
year (i.e., GDP deflator = 100). The GDP deflator 
measures the ratio of nominal (or current-price) 
GDP to the real (or constant-price) measure of 
GDP. Real GDP growth, and consequently real 
remittances growth, compensates for changes in 
the value of money (i.e., for the effects of inflation 
or deflation).

11.	 See: https://ec.europa.eu/eurostat/data
12.	 See: http://www.cepii.fr/CEPII/fr/bdd_modele/

presentation.asp?id=8
13.	 See: https://databank.worldbank.org 
14.	 See: http://info.worldbank.org/governance/wgi 
15.	 See: https://stats.oecd.org/index.aspx 
16.	 Source: Pérez-Balsalobre et al. (2023)
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