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Chapter 4

What impacts does migration 
have on development in Costa Rica?

Despite being a country of net immigration, Costa Rica has also experienced 
significant emigration. These inflows and outflows are likely to have an impact 
on Costa Rica’s economy and society. Yet the links among the various dimensions 
of migration and development are not well explored. This chapter uses data from 
the IPPMD surveys to untangle some of the complex links between emigration, 
remittances, return migration and immigration and five key development sectors: 
the labour market, agriculture, education, investment and financial services, and 
social protection and health.
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Costa Rica is characterised by both immigration and emigration. A stable 
political climate, strong growth performance and rising living standards attract 
significant numbers of people, particularly from other countries in the region. 
Immigrants, mainly from neighbouring Nicaragua, constitute close to 9% of 
the population and an important share of the labour force, in particular in 
low-skilled occupations. Apart from the intraregional migration, extra-regional 
migration is also taking place, especially with the United States and involving 
both immigration and emigration. These migration flows are likely to have 
an important influence on Costa Rican economy and society, but the precise 
ways in which these impacts are felt have not been explored in detail to date.

This chapter analyses how migration affects development in Costa Rica 
in five policy sectors: the labour market, agriculture, education, investment 
and financial services, and social protection and health. The chapter presents 
findings from data analysis exploring the impact of four dimensions of migration: 
emigration, remittances, return migration and immigration.

Migration and the labour market

Since the economic crisis in 2009, Costa Rica has experienced labour market 
challenges including high unemployment, especially among young people, and 
a rising informal sector (OECD, 2016). According to the Ministry of labour and 
Social Security (MTSS), the labour force participation rate in Costa Rica was 62% 
in the fourth quarter of 2014, remaining almost the same as in the previous 
year. The gender gap in the labour force participation is significant: 69% for men 
compared to 49% for women. labour force participation is also higher in urban 
(64%) than in rural areas (57%). The employment rate was 56%, lower than the 
previous year. This decrease was mainly explained by a decrease in the female 
employment rate of 3.4 points, falling to 42.8%, while the male employment rate 
remained unchanged at 69.1%. Amongst the employed population, 70% work in 
services, 17.3% in industry and 12.7% in agriculture (MTSS, 2015).

The national unemployment rate was 9.7% in 2014, and higher for women 
than men (11.8% vs. 8.7%). It was also slightly higher in rural than urban areas 
(10.2% vs. 9.5%), and increased by 1.4 percentage points over the course of the 
year. National underemployment is estimated to be 14.2% (INEC, 2014).

The IPPMD survey data mostly echo these national patterns. For instance, 
the labour force participation rate among the survey sample (people aged 15-64)  
was 59%, and also higher in urban areas (64%) than in rural areas (51%).  
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The discrepancy between men and women’s participation in the labour force 
is even larger than in the national statistics: 80% for men and 38% for women. 
The employment rate is 54%: 74% for men and 35% for women, and is higher 
in urban areas (58%) than in rural areas (48%). The unemployment rate in the 
IPPMD sample is 9%: 8% for men and 10% for women. Around 41% of the working 
population (aged 15 to 64) reported not being engaged in paid employment and 
not looking for work.

Return migration can boost self-employment

Return migrants often bring with them financial, human and social capital 
accumulated abroad. Savings may be invested in a business or other types of 
own-account work, for example. Growing evidence suggests that return migrants 
are more prone than non-migrants to engage in entrepreneurial activities or to 
be self-employed (De Vreyer, Gubert and Robilliard, 2010; Piracha and Vadean, 
2009). The IPPMD data show that Costa Rican return migrants are more likely 
to be self-employed than non-migrants. Among the working age population 
(excluding immigrants), 28% of return migrants are self-employed, compared to 
only 10% of individuals without migration experience. This pattern is in line with 
the literature, which shows that non-migrants living in households with return 
migrants are more likely to be self-employed (Giulietti, Wahba and Zimmermann, 
2013; Démurger and Xu, 2011). In the IPPMD sample, the share of self-employed 
among the working population is higher in households with a return migrant than 
in households without a return migrant. The difference is larger and statistically 
significant for men (Figure 4.1).

The link between return migration and self-employment was analysed further 
using a regression framework controlling for other factors that may affect the 
probability of being self-employed (Box 4.1). The results suggest that being a return 
migrant is associated with a higher probability of being self-employed (Table 4.1). 
Disaggregating the effects by gender shows that the positive association between 
self-employment and return migration is true only for men. The results further 
show that having a return migrant in the household is also positively associated 
with being self-employed, especially for male members of the household. 
This indicates that non-migrant household members, in particular men, may 
share in and benefit from savings accumulated by migrants returning to their  
household.

Immigrants constitute an important source of labour

Costa Rica is a net immigration country (Chapter 2). Despite the commonly 
perceived negative impacts of immigration on native populations’ employment 
and wages, research on a range of countries generally finds little impact from 
immigration (Basso and Peri, 2015; Dustmann, Frattini and Preston, 2013; 
Facchini et al., 2013) other than a slightly negative impact on wage levels among 
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low-skilled native workers (Camarota, 1998; Orrenius and Zavodny, 2003). 
However, most of the literature analysing labour market impacts of immigration 
are based on studies of OECD countries. The impact of immigration on the labour 
market may differ in developing countries because of the structural differences 
as well as the different characteristics of immigrants (Böhme and kups, 2017). 
The literature on Costa Rica finds little evidence that Nicaraguan immigration 
affects the wage levels of Costa Rican workers (Gindling, 2008).

Figure 4.1. Self-employment is higher among individuals in return migrant households
Employment types among employed people, working age population (%)

20

40

20 21

18

6

25
36

62
54 55

43

0

10

20

30

40

50

60

70

80

90

100

Households without return
migrant

Households with return migrant Households without return
migrant

Households with return migrant

Men Women

%

Employed in private sector Employed in public sector Self-employed

Note: The difference between households with and without return migrants is statistically significant for men but not 
for women (using a chi-squared test).

Source: Authors’ own work based on IPPMD data. 

Box 4.1. The links between return migration and self-employment

To explore further how return migration is associated with the employment types 
of household members, two probit models were used in the following form:

Prob self employedi( _ ) _= + + +β β γ γ0 1 1 2rt mig controls controlsi i hh ++ +δ εr i  (1)

Prob self employedi( _ ) _= + + +β β γ γ0 1 1 2rt mig controls controlshh i hhh r i+ +δ ε  (2)

where self employedi_  represents whether an employed individual i is self-
employed. _rt migi  (model 1) denotes whether an individual i is return migrant; 
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According to the IPPMD data, about 87% of all immigrants surveyed 
in Costa Rica are of working age (15 to 64), compared to 62% of the native 
population. Immigrants are also more likely to be working than native-born 
people. Among the working age population, the share of employed and self-
employed people is higher for immigrants (60%) than for native people (51%) 
(Figure 4.2). likewise, the share of the economically non-active population 
(those who are not working and not looking for jobs) is higher among native-
born people (43%) than immigrants (36%).

The skills brought by immigrants to the country can benefit specific sectors. 
Immigrants constitute 28% of the total labour force in the IPPMD sample. 
Comparing the share of immigrants in the total number of workers in four sectors 
– agriculture, construction, education and health – shows that immigrants are 
mainly concentrated in the construction and agricultural sectors (Figure 4.3, left-
hand chart). This reflects the skills level of immigrants in Costa Rica, who are more 
likely than native-born workers to be low skilled (Figure 4.3, right-hand chart).

rt mighh_  (model 2) signifies that a household has at least one return migrant; controlsi  
stands for a set of control variables at the individual level; and controlshh  for household 
level controls.a δr  implies regional fixed effects and ε i  is the randomly distributed 
error term. Table 4.1 shows the computed marginal effects.

Table 4.1. Return migration seems to boost self-employment, especially for men

Dependent variable: An individual is self-employed (binary variable).

Main variables of interest: The individual belongs to a household with at least one return migrant / The individual is return 
migrant

Type of model: Probit

Sample: Employed people of working age (15-64).

Variables of interest All Men Women

Individual is a return migrant 0.076**  
(0.034)

0.082** 
(0.039)

0.005 
(0.087)

 Number of observations 2 174 1 442 732

Household has at least a return migrant 0.062** 
(0.028)

0.069** 
(0.032)

0.019 
(0.057)

 Number of observations 1 932 1 261 671

Note: Results that are statistically significant are indicated as follows: ***: 99%, **: 95%, *: 90%. Standard errors 
in parentheses. 
a. Control variables include individuals’ age, sex and education level, their households’ size and its 
squared value, the dependency ratio, household wealth estimated by an indicator and whether it is in 
a rural or urban location.

Box 4.1. The links between return migration and self-employment (cont.)
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Figure 4.2. Immigrant workers are largely low skilled and work  
in construction and agriculture
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Note: The skills level of occupations has been categorised using the International Standard Classification of Occupations 
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Source: Authors’ own work based on IPPMD data. 
Figure 4.3. A higher share of immigrants are working than native-born people
Employment status among native-born population and immigrants, working age population (%)
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Migration and agriculture

Since the 1980s, the Costa Rican economy has evolved from being largely 
rural and based on agriculture to one involving high value-added industries 
linked into global value chains (OECD, 2016). Today, agriculture plays a relatively 
small role in Costa Rica in terms of its contribution to gross domestic product 
(5.5% of GDP of value-added in 2015), compared with the partner countries of 
the IPPMD project (World Bank, 2017a, OECD, 2017a). It also employs a small 
share of the country’s labour force; in 2013, 13% of the employed population 
worked in the agricultural sector (FAO, 2016a), the lowest share of all the IPPMD 
partner countries.

Despite its small size, the sector has experienced important transformational 
growth since the 1980s. The removal of tariffs and other barriers to imports 
since the 1990s induced a shift in land use, from crop production concentrated 
on the domestic market to export-friendly crops for which the land is better 
suited. The volume of exports since then has increased by a factor of 18 and 
exports have diversified away from the previously large concentration on coffee, 
bananas and sugar, to more than 3 000 differentiated goods and services. The 
removal of tariffs and other barriers to imports significantly boosted agricultural 
productivity growth in Costa Rica (Trejos, 2013). Today, productivity in agriculture 
is still increasing, but at a slower pace. A per capita agricultural production 
index set at 100 in 2004-06, rose to 108 in 2013, putting Costa Rica somewhere 
in the middle of the pack amongst IPPMD partner countries (FAO, 2016b). In 
terms of absolute production, Costa Rica’s agricultural production was valued 
at USD 2.8 billion in constant USD 2004-06, somewhere around the average 
for the IPPMD countries (FAO, 2016c). As agrarian farming has shifted and 
diversified in Costa Rica, livestock rearing has also gained a larger role. Recent 
data suggest that more than 45 000 livestock farms in the country employ at 
least 12% of the Costa Rican labour force and occupy over 36% of the country’s 
territory (UNFCCC, 2015).

Reflecting its minor role in the country’s economy, only about one-eighth of 
the IPPMD households are engaged in agriculture: 271 of the 2 236 households 
surveyed (12%).1 Of these households, 99 (37%) cultivate land exclusively,  
46 (17%) raise livestock exclusively and 126 (46%) carry out both activities.

Costa Rica aims to continue modernising its agricultural and rural sectors 
(MPNPE, 2014); migration can be a vector to help reach that objective. A recent 
report suggests that investment in agriculture in Costa Rica is a priority in order 
to boost productivity and make the necessary adjustments required to deal 
with its vulnerable exposure to climate change (OECD, 2017b). Investment can 
come from remittances (Böhme, 2013; Gonzalez-Velosa, 2011; Mendola, 2008; 
lucas, 1987; Taylor and Wouterse, 2008; Tsegai, 2004); while return migrants and 
immigrants can also invest their social, human and financial capital. However, 
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agricultural households may choose to use this capital to diversify within the 
sector or move out of it altogether into other more lucrative sectors (Carletto et 
al., 2010; FAO and IFAD, 2008). This section examines the agricultural households 
in the IPPMD sample to see whether return migration and immigration are 
contributing to investment, diversification and expansion in the agricultural 
sector and the rural sector in general.

Return migration and immigration have little impact on agricultural 
households’ activities

Return migrants and immigrants bring with them valuable social, financial 
and human capital that can be allocated to new activities (Wahba, 2015; OECD, 
2014). This capital can help to diversify the agricultural sector by developing 
certain activities, or the rural sector in general, by extending it to outside 
activities. However, there is very little research on this theme, particularly for 
the rural sector.

The IPPMD survey collected data on the type of activity carried out by the 
household (agrarian farming and livestock rearing) and whether or not the 
household headed a non-agricultural business. Comparing households with 
or without return migrants shows little difference between the two groups 
in terms of agricultural activities (Figure 4.4, first three panels). However, the 
fourth panel suggests that households with return migrants are more likely to 
run a non-agricultural business than households without return migrants (32% 
vs. 20%). It should be noted however, that the sample size is particularly small 
for this analysis, as there were only 13 agricultural households with a return 
migrant that also happened to have a non-agricultural business (Figure 4.4). 
There is therefore little evidence that return migration is bringing investment 
into agriculture and only a little evidence that it is helping households diversify 
or move out of it.

A similar comparison for immigrant and non-immigrant households 
did not yield any statistically significant differences (not shown). Farming 
households containing immigrants were slightly more likely than non-
immigrant households to do arable farming exclusively (41% vs. 35%), but less 
likely to rear livestock (13% vs. 18%). However, neither of these differences were 
large enough to be statistically significant. The data for immigrant and non-
immigrant farming households were very similar when it comes to combined 
arable and livestock farming (46% vs. 47% of households) and operating a non-
agricultural business (both at 22%).

Regression analysis explored these links more precisely was used to control 
for several factors that may also affect the type of activities performed by the 
household (Box 4.2). The findings, which accounts for both return migration and 
immigration, confirms that both types of migration have very little impact on 
the type of agricultural activities undertaken by farming households (Table 4.2). 
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This includes the link between return migration and non-agricultural business 
ownership, which yielded a positive link in Figure 4.4. It seems that in controlling 
for other factors, wealth turns out to be the most important determinant in 
owning a business, rather than specifically having a return migrant in the 
household, although there could be a link between having a return migrant 
and household wealth. However, caution is required given the small sample of 
agricultural households in the IPPMD project sample.

Figure 4.4. Agricultural households with return migrants are slightly more likely  
to have a non-agricultural business

Types of household activity (%), by whether the household has a return migrant or not
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Source: Authors’ own work based on IPPMD data. 

The findings may nevertheless suggest that Costa Rica is missing an 
opportunity to harness the social, financial and human capital brought in by 
return migrants and immigrants. In striving to lead the agricultural sector 
on its relatively successful path towards high growth, modernisation and 
diversification, Costa Rica may want to look more closely at the investment 
potential embodied in these migrant groups.
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Box 4.2. The links between migration and agricultural activities

To explore the probability that an agricultural household has invested in an activity, 
the following regression model was estimated:

Prob agri activity( _ )hh hh hh hhreturn immig controls= + + + +β β β0 1 2 γ δδ εr hh+  (1)

where the unit of observation is the household hh and the dependent binary variable 
agri_activityhh in equation (1) represents the probability that the agricultural household 
engaged in a particular activity, taking on a value of 1 if the household did so and 0 
otherwise; returnhh  represents the fact that the household has at least one return 
migrant; immighh  represents the fact that the household has at least one immigrant; 

controlhh  stands for a set of household-level regressors;a while δr  represents regional-
level fixed effects. Standard errors, εhh, are robust to heteroskedasticity. The variable 
agri_activityhh was also replaced in a subsequent model by whether the household is 
running a non-agricultural business.

Results are presented in Table  4.2. Column (1) presents results for whether the 
household combines both arable farming and livestock; column (2) for whether the 
household solely farms the land; column (3) for whether the household solely rears 
livestock; and column (4) for whether the household operates a non-agricultural 
business. Results also present coefficients for two variables of interest: whether 
the household has a return migrant (top rows); and whether the household has an 
immigrant (bottom rows).

Table 4.2. Migration has little impact on the types of activities carried  
out in agricultural households

Dependent variable: Type of activity ran by the household

Main variables of interest: Household has a return migrant\household has an immigrant

Type of model: Probit

Sample: Agricultural households

Variables of interest

Dependent variables

(1) 
Household has activities 

in both farming and 
animal rearing

(2) 
Household has 

activities solely in 
farming land

(3) 
Household has 
activities solely  

in animal rearing

(4) 
Household operates 
a non-agricultural 

business

Household has a return migrant -0.036 
(0.089)

-0.002 
(0.087)

0.041 
(0.073)

0.052 
(0.073)

Household has an immigrant -0.013 
(0.078)

0.088 
(0.076)

-0.080 
(0.054)

0.081 
(0.071)

   Number of observations 271 271 271 271

Note: Statistical significance is indicated as follows: ***: 99%, **: 95%, *: 90%. Coefficients reflect marginal effects. 
Standard errors are in parentheses and robust to heteroskedasticity. 

a. Control variables include the household’s size, its dependency ratio (number of children 0-15 and 
elderly 65+ divided by the total of other members), the male-to-female adult ratio, its wealth estimated 
by an indicator (Chapter 3) and whether it is in a rural or urban region. A fixed-effect control for the 
household’s administrative region was not included due to the low sample size.



 4. WHAT IMPACTS DOES MIGRATION HAVE ON DEVElOPMENT IN COSTA RICA?

83INTERRElATIONS BETWEEN PUBlIC POlICIES, MIGRATION AND DEVElOPMENT IN COSTA RICA © OECD/FUNDEVI 2017

Migration and education

Migration and education are closely linked, and migration can play an 
important role in enhancing educational outcomes at both national and individual 
level. Education is an important driver of migration, either through migrants 
acquiring education abroad, or through remittances sent home to finance the 
schooling of members left behind in the country of origin. Education acquired 
abroad can also change the skills composition of the population in a country when 
migrants return, and access to education is crucial for immigrant integration.

Costa Rica takes the lead in latin America in its access to primary 
education, which is close to universal (96% in 2015; UNESCO, n.d.). Education 
spending as share of GDP is at 6.9% of GDP, which is high both for OECD countries 
and countries in the region (OECD, 2016). The teacher-to-student ratio is the 
second highest in the IPPMD sample after Georgia, at 13 students per teacher 
(OECD, 2017a). However, there are still gaps in education outcomes and only 
about 40% of the workforce has completed secondary education (OECD, 2016).

Immigrants in Costa Rica tend to be less educated than the native-born 
population (World Bank, 2015). The IPPMD data confirm this pattern. The share of 
individuals without any form of formal education is 15% among the native-born 
adult population, compared to 34% among immigrants. Only 9% of immigrants 
have post-secondary education, compared to 18% of native-born adults (Figure 4.5).

Figure 4.5. Immigrants have lower levels of education than native-born individuals
Adult (aged 15 years and above) education level
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Note: The samples include all adults 15 years old and above.

Source: Authors’ own work based on IPPMD data. 
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Immigrant youth are less likely to attend school

Research has shown that remittances can ease financial constraints and 
allow households to invest in human capital (see for example Cox Edwards 
and Ureta, 2003; Yang, 2008). Evidence from various latin American countries 
shows that children in remittance-receiving households tend to be less likely 
to drop out of school (Acosta et al., 2008; Hanson and Woodruff, 2003). On 
the other hand, international migrants often face significant challenges in 
accessing and succeeding in education compared to their native-born peers 
(Bartlett, 2015).

What do the IPPMD data tell us about these links? The descriptive data 
show that among children of primary school age (6-14 years) in the sample, 
school attendance is almost universal, at 97%. Among young people in the 
age ranges 15-17 and 18-22, the corresponding shares are 84% and 41% 
respectively. Young people in households receiving remittances are more 
likely to attend school (at 93% and 58% respectively in the age groups 15-17 
and 18-22) than in households not receiving remittances (at 84% and 40% 
respectively).2

Young people in immigrant households are significantly less likely to 
attend school than those in non-immigrant households: 79% of youth in the 
age group 15-17 living in an immigrant household attend school, compared to 
89% of youth in households without immigrants (Figure 4.6). The difference 
is larger in the age group 18-22: 32% compared to 47%. Young people born 
in another country, and by definition therefore immigrants themselves, are 
less likely to attend school than their native-born peers. In the age group 
15-17, 69% of immigrant youth attend school, compared to 87 of native-born 
youth. The difference is larger in the older youth group (18-22), at 25% vs. 
45% respectively.

More in-depth analysis of the link between migration and school 
attendance, controlling for household characteristics, is shown in Box 4.3. 
The results (Table 4.3) show a negative but weak link between youth living 
in a household with immigrants and school attendance in both age groups  
(15-17  years and 18-22 years), though the relationship is not statistically 
significant. The regression results confirm the negative link between immigrant 
youth and school attendance shown in Figure 4.6. Young people in both age 
groups who were born abroad are less likely to attend school than their 
native-born peers, and the difference is statistically significant for the 15-17 
age group.

Failure to provide education to immigrant children and children living 
in immigrant households may negatively affect their integration and future 
employability, but also constitute a lost opportunity for the country when it 
comes to long-term human capital accumulation.
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Figure 4.6. Immigrant youth and youth in immigrant households are less likely  
to attend school than their native-born peers

Share of children and youth attending school (%), by immigration status

0

10

20

30

40

50

60

70

80

90

100

Individual lives in
household with

immigrant

Individual lives in
household without

immigrant

Individual is immigrant Individual is native-born

%

Age 6-14 Age 15-17 Age 18-22

Note: Households with an immigrant include households with at least one adult immigrant, regardless of whether the 
children and youth in the household are immigrants or not.

Source: Authors’ own work based on IPPMD data.

Box 4.3. The links between migration and school attendance

A regression framework was developed to analyse the link between immigration 
and school attendance using the following equation:

Prob education immig controls controlsi hh hh i r i( ) = + + + + +β β γ γ δ ε0 1  (1) 
Prob education immig controls controlsi i hh i r i( ) = + + + + +β β γ γ δ ε0 1  (2)

where Prob educationi( ) represents a binary variable for whether an individual is 
attending education or not. immighh  (equation 1) takes on value “1” if the child/youth 
lives in a household with at least one immigrant and “0” if not, while immigi  (equation 2)  
takes on value “1”if the child/youth is an immigrant and “0” if not. controlshh and 
controlsi  are two sets of observed household and individual characteristics influencing 
the outcome.a δr represents regional-level fixed effects, standard errors, εhh , are robust 
to heteroskedasticity.
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Emigrants often return with additional skills

Whether or not migrants acquire education and skills in the destination 
country affects the economic payoff of migration (Dustmann and Glitz, 2011). 
Migrants who acquire education abroad and return with new skills can help 
increase human capital back home. The extent to which this will happen 
depends on the degree to which emigrants improve their skills during their 
migration period, and whether they return to their origin countries or not. 
The Costa Rican emigrants in the IPPMD sample are relatively well educated 
compared to individuals without migration experience. Among emigrants and 
return migrants, 25% and 32% respectively have completed post-secondary 
education, compared to 19% of individuals without migration experience 
(Table  3.4, Chapter  3). Comparing the samples of emigrants and return 
migrants in more detail shows that female migrants – both current emigrants 
and returnees – are more likely than men to acquire education in the country 
of destination (Figure 4.7). Male emigrants have the lowest share of tertiary 
education (only 15%) and are also the least likely to acquire training abroad 
(Figure 4.7). 

Box 4.3. The links between migration and school attendance (cont.)

Table 4.3. Immigrants are less likely to attend school

Dependent variable: School attendance

Main variables of interest: Children/youth in immigrant household, Child/youth is an immigrant

Type of model: Probit

Sample: children 6-14 years (column 1), youth aged 15-17 (column 2) youth aged 18-22 (column 3)

Variables of interest
School attendance

Children  
6-14

Youth 
15-17

Youth 
18-22

Individual lives in a household  
with immigrants

-0.010 
(0.013)

-0.028 
(0.042)

-0.059 
(0.038)

Individual is an immigrant -0.015 
(0.012)

-0.082* 
(0.047)

-0.040 
(0.053)

 Number of observations 1 099 377 774

Notes: Results that are statistically significant are indicated as follows: ***: 99%, **: 95%, *: 90%. Standard errors are 
in parentheses. The analysis of educational expenditures only includes households with children in age 6-14.  
Extending the sample to include all households in the sample does not change the results. 

a. The set of household and individual explanatory variables included in the model are the following: age 
and sex of the child/youth, household having an emigrant, household size and household size squared, 
household dependency ratio (defined as the number of children and elderly in the household as a share 
of the total adult population), mean education level of the members in the household, number of children 
in the household, binary variables for urban location and household head being female, and finally an 
asset index (based on principal component analysis) that aims to capture the wealth of the household.
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Figure 4.7. Many female return migrants come back with new qualifications 
acquired overseas

Education and skills levels of emigrants and return migrants (%)
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Note: Education level refers to current education level of return migrants and education level of emigrants before 
leaving Costa Rica.

Source: Authors’ own work based on IPPMD data. 

Migration, investments and financial services

Investments and entrepreneurship contribute to growth and employment 
in both developed and developing countries. Migration and remittances from 
emigrants abroad can ease credit constraints and positively contribute to capital 
investments and entrepreneurial activities, such as financing the opening or 
expanding small businesses in the migrants’ home country. For example:

●● Remittances can fund investments in productive capital in the form of business 
and real estate.

●● Return migrants can share funds, entrepreneurial skills and valuable networks 
in their country of origin.

●● Immigrants can contribute to entrepreneurial activity and employment creation 
in their host countries.

Previous studies have found that remittances are linked to higher self-
employment (Funkhouser, 1992) and business investments (Yang, 2008; Woodruff 
and Zenteno, 2001). As discussed above, evidence also suggests that return migrants 
are likely to engage in self-employment. In addition, immigrant entrepreneurs 
can contribute to maintaining and developing economic activities and revitalising 
the economy of host countries by developing innovative forms of businesses and 
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building on their transnational linkages. In many OECD countries, immigrants 
exhibit higher rates of self-employment than the native-born population. Part of 
the explanation may be the limited employment opportunities for immigrants in 
their host country, especially among low-skilled immigrants. However, immigrants 
may face particular barriers when it comes to starting and running a business, 
including limited knowledge of laws and regulations in the country of destination, 
lack of language skills and barriers to accessing credit (OECD, 2010).

The IPPMD data show that productive asset ownership in the form of 
businesses and real estate (including non-agricultural land and property other 
than the house in which the household lives) varies according to households’ 
migration experience. Emigrant households are more likely than non-emigrant 
households to own both real estate and businesses (Figure 4.8). There is no 
difference in business ownership between households with and without 
immigrants; however immigrant households are significantly less likely to own 
real estate: 14% compared to 23% among households without immigrants. This 
difference is also the only statistically significant difference across the sample.

Figure 4.8. Immigrant households are less likely to own real estate
Business and real estate ownership (%), by household migrant status
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lives. The only statistically significant difference (using a chi2-test) is real-estate ownership between households with 
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Source: Authors’ own work based on IPPMD data. 

Box  4.4 probes more deeply the link between migration experience 
(emigration and immigration) and investments in business and real-estate 
ownership, controlling for the characteristics and location of the household. 
This finds no link between emigration and business ownership or real-estate 
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ownership. However, households with an immigrant are negatively associated 
with real-estate ownership, while no statistically significant link was found 
between having an immigrant and owning a business.

Box 4.4. The links between investments and migration

To analyse the link between migration and business and real estate ownership, a 
probit regression model was run taking the following form:

Prob investment immig emig controlshh hh hh hh r h( ) = + + + + +β β β γ δ ε0 1 2 hh  (1)

where investmenthh  is either business ownership or real estate ownership (depending 
on the specification) undertaken by the household, taking on value “1” if a household 
owns at least one business/real estate property and “0” otherwise. immighh  represents 
a binary remittance variable with value “1” for households that have an immigrant 
and “0” otherwise; emighh  represents a binary variable for whether the household 
has a migrant or not; and controlshh  are a set of observed household and individual 
characteristics that are believed to influence the outcome. ε i  is a randomly distributed 
error term indicating, in part, the unobservable factors affecting the outcome variable.a

Two different specifications were carried out. Specification 1 (column (1)) investigates 
the link between migration and household business ownership, controlling for 
household characteristics. Specification 2 (column (2)) analyses the link between 
migration and real-estate (land and housing).

Table 4.4. Immigrants are less likely to own real-estate assets

Dependent variable: Household runs a business/ owns real estate

Main variables of interest: Household has an emigrant/immigrant

Type of model: Probit

Sample: All households

Variables of interest
Dependent variable

(1) 
Business ownership

(2) 
Real-estate ownership

Household has at least one immigrant 0.028 
(0.022)

-0.041** 
(0.021)

Household has at least one emigrant 0.048 
(0.047)

0.007 
(0.040)

 Number of observations 2 051 2 048

Note: Statistical significance is indicated as follows: ***: 99%, **: 95%, *: 90%. Standard errors are in parentheses 
and robust to heteroskedasticity. 

a. The set of household and individual explanatory variables included in the model are the following: 
household size and household size squared, household dependency ratio (defined as the number of 
children and elderly in the household as a share of the total adult population), mean education level of 
the members in the household, number of children in the household, binary variables for urban location 
and household head being female, and finally an asset index (based on principal component analysis) 
that aims to capture the wealth of the household.
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All in all, the results indicate that the link between migration and 
investments in productive assets in Costa Rica is relatively weak, but that 
immigrants are disadvantaged when it comes to real-estate ownership.

Migration, social protection and health

Adequate social protection and health coverage are essential to ensure 
social cohesion, contribute to well-being and improve productivity in a country. 
Social protection and health are high on the country’s agenda. Costa Rica’s 2015-
18 National Development Plan discusses social aspects of the economy in its 
first three strategic sectors: 1) labour and social security; 2) human development 
and social cohesion; and 3) health, nutrition and sport (MPNPE, 2014). In Costa 
Rica, the share of GDP devoted to health is high, and increased from 7.1% in 
2000 to about 9.3% in 2014 (World Bank, 2017b). Compared to other countries 
in the IPPMD project, Costa Rica also spends more on social programmes. In 
2010, it devoted 15.5% of its GDP to social spending, a slight increase from 
12.5% disbursed in 2000 (IlO, 2014). This total was the highest of the six IPPMD 
countries where data on social protection and health were collected (OECD, 
2017a).

The latest data paint a positive picture. Costa Rica has almost universal 
access to healthcare and pensions, which has had tangible positive outcomes 
(low infant mortality, longer life expectancy, reduction in poverty rates). Schemes 
that target poor households, such as in-kind public transfers, have been 
particularly effective (OECD, 2016). However, there are still areas of potential 
improvement. Waiting times can be long for certain medical procedures for 
instance, which has led to a rise in private health services and out-of-pocket 
expenses. Moreover, a recent report recommends better targeting for social 
assistance programmes in the country (OECD, 2016).

One of the major concerns surrounding migration’s impacts on social 
protection and health is whether individuals contribute more to the system 
than they take out. Immigrants can, for example, help to finance these systems 
through their taxes. Nevertheless, they are often blamed for being net users 
of health and welfare services. In fact, one study of Costa Rica mentions the 
potential existence of an “invisible population” that uses health services, but 
does not contribute by paying into the social security system (Marquette, 2006). 
The IPPMD project explored this by collecting data which identified whether 
households had benefited from government transfers for social services, and 
whether individuals had visited a health facility and, if so, how often during the 
past 12 months. Data on government transfers were collected at the household 
level and questions on use of health centres were asked of all individuals aged 
15 years and over. This section compares immigrants’ and native-born people’s 
receipts of government transfers and use of health services.
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Immigrants often draw less on public resources than native-born 
individuals

In Costa Rica, households with an immigrant tend to benefit much less 
from government social transfers than households without an immigrant; 
32% of households without an immigrant received government transfers in 
the 12 months preceding the survey, compared with only 10% of households 
with an immigrant, a statistically significant difference (Figure 4.9). In general 
therefore, households with immigrants do not seem to have better access to 
public social funds than households without an immigrant. This may be due 
to the fact that households with immigrants are more likely to live in rural 
areas, where access to public services is more difficult and where work is often 
informal. However, the share of immigrant households in rural areas is similar 
to the share of non-immigrant households (42% vs. 41%). Moreover, households 
with an immigrant in rural areas are less likely to have access to government 
transfers than households without immigrants (7% vs. 21%); this is also the 
case in urban areas (13% vs. 39%) (Figure 4.9).

What can be said about immigrants’ access to health services? On 
average, immigrants were less likely to have visited a health facility at least 
once in the 12 months preceding the survey than those born in the country 
(Figure 4.9). Overall, 69% of native-born individuals visited a health centre, 
compared to 54% of immigrants. This is consistent with previous findings 
on the subject (Marquette, 2006). In general, women tend to go to a health 
facility much more often than men (75% versus 55%). However, compared to 
their native-born counterparts, both immigrant men (44% versus 58%) and 
immigrant women (63% versus 79%) were generally less likely to have sought 
health care. In addition, both rural and urban immigrants were less likely to 
have visited a health facility. In rural areas, 52% of immigrants had visited a 
health centre compared to 68% of the country’s native-born. In urban areas 
the proportion was 55% versus 69%. All these differences are statistically 
significant (Figure 4.9).

On the other hand, immigrants who do avail of health services do so 
more often than native-born individuals (Figure 4.9). On average across 
all individuals, those who visited a health facility did so 4.7  times in the 
12 months preceding the survey, while on average immigrants visited 4.9 times 
in the previous 12  months compared to 4.6  times for native-born people 
(not statistically significant). Do these results differ by gender? For women, 
the difference between immigrants and native-born individuals was rather 
small (5.4 times compared to 5.1 times; not shown). The difference is slightly 
larger for men (4.1 times versus 3.7). In both urban and rural areas, there was 
also very little difference between immigrants and those born in the country 
(5.0 versus 4.8, for urban; 4.8 vs. 4.2 for rural), and neither were statistically 
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significant. Overall, this reflects the fact that although immigrants are less 
likely to visit a health centre, those that do so visit more often or at least as 
often as native-born individuals.

Figure 4.9. People in immigrant households are less likely to receive government 
transfers or go to a health centre
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There are a number of other factors that may explain these differences, 
including age, gender and education levels. Regression analysis was used to 
probe these links more closely while accounting for these factors (Box 4.5). This 
found that households with immigrants are indeed significantly less likely to 
receive public transfers and immigrants are significantly less likely to visit a 
health centre. However, no statistically significant relationship was established 
between being an immigrant and the frequency of visits to a health facility 
(Table 4.5, top rows).

Regression models were also run on the sub-samples of gender and 
household location. These results show that neither of these variables explains 
the observed differences in the two groups. Rural and urban households with 
immigrants alike are less likely than non-immigrant households to receive 
public transfers – although for immigrant households the probability of receiving 
public transfers is higher in urban regions than in rural ones. Rural and urban 
and male and female immigrants are all significantly less likely to have visited 
a health centre than their native-born counterparts (Table 4.5, bottom rows).
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Box 4.5. The links between immigration, public transfers and use  
of health centres

To estimate the probability that an immigrant is more or less likely to visit a health 
centre, the following probit regression model was developed:

Prob rec transfers( _ )hh hh hh r hhimmig controls= + + + +β β γ δ ε0 1  (1)

Prob visited centre( _ ) ,i i i hh r iimmig controls= + + + +β β γ δ ε0 1   (2)

where the unit of observation is either the household hh or the individual i, depending 
on the model in question. The dependent binary variable is adapted to the outcome of 
interest (either receiving government transfers, or visiting health centre at least once) 
and takes on the value of 1 if the household/individual outcome is true and 0 otherwise; 
immig represents whether the household has an immigrant, or the individual is an 
immigrant or not; controls stand for a set of individual (i) and household-level (hh) 
regressors;a while δr  represents regional-level fixed effects. Standard errors, εhh  (or ε i ),  
are robust to heteroskedasticity.

Table 4.5. Immigrants are less likely to receive public transfers  
and to visit a health centre

Dependent variable: Household received government transfers/Individual visited a health centre

Main variables of interest: Household has an immigrant/Individual is an immigrant

Type of model: Probit/OLS

Sample: All households (for government transfers)/Individuals aged 15 and older (for health visits)

Variables of interest

Dependent variables

(1) 
Household received  

a government transfer  
in the previous 12 months 

(equation 1)

(2) 
Individual visited a health 

centre at least once  
in the past 12 months  

(equation 2)

(3) 
Number of times 
individual visited  
a health centre 
(equation 2)

Household has an immigrant (col 1)

Individual is an immigrant (col 2 and 3)

-0.165*** 
(0.019)

-0.118*** 
(0.018)

0.202 
(0.314)

 Number of observations 2 233 5 026 3 092

Samples based on gender and household location

Subsample of men only n/a -0.096*** 
(0.025)

0.153 
(0.580)

Subsample of women only n/a -0.126*** 
(0.023)

0.222 
(0.366)

Subsample of rural households only -0.097*** 
(0.027)

-0.093*** 
(0.031)

0.502 
(0.500)

Subsample of urban households only -0.209*** 
(0.026)

-0.125*** 
(0.022)

-0.010 
(0.406)

Note: Statistical significance is indicated as follows: ***: 99%, **: 95%, *: 90%. Coefficients reflect marginal effects. 
Standard errors are in parentheses and robust to heteroskedasticity. 
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Conclusions

This chapter has explored how migration, in its various dimensions, affects 
five sectors in Costa Rica: the labour market, agriculture, education, investment 
and financial services, and social protection and health.

The results confirm previous research showing that immigrants in general 
are of working age and participate in the labour force to a greater extent than 
the native population. Due to their demographic characteristics, immigrants 
make an important contribution to the country’s labour supply, especially in 
low-skilled sectors such as construction and agriculture. Immigrants do not 
draw more on public resources than native-born individuals. There is therefore 
no evidence that immigrants are a net user of the systems. However, the analysis 
indicates that immigrant youth are less likely to stay in school, which may have 
negative impacts on their integration and also on future national and individual 
human capital accumulation.

Although return migration seems to stimulate self-employment, emigration 
generally does not seem to be linked to productive investments in business or 
real-estate ownership. Return migration and immigration also have little impact 

Box 4.5. The links between immigration, public transfers and use  
of health centres (cont.)

In addition, the following OlS model was estimated:

Number visits_ ,i i i hh r iimmig controls= + + + +β β γ δ ε0 1  (3)

where Number_visits reflects the number of times an individual visited a health 
centre in the 12 months prior to the survey amongst individuals that visited one at 
least once. The other variables are defined as in equation (2).

Results are presented in Table 4.5. Column (1) presents results for whether a 
household received government transfers, column (2) for whether individuals visited 
a health centre and column (3) for the number of times an individual has visited 
a health centre. Results are also divided into two sections. The top rows present 
results based on the entire sample, while the bottom rows present results based on 
individual regressions limited to samples of only men, women, individuals living in 
rural households and those living in urban households (or households based in rural 
and urban settings, for the first column).

a. In model (1), household level control variables include the household’s size, its dependency ratio 
(number of children 0-15 and elderly 65+ divided by the total of other members), the male-to-female 
adult ratio, its wealth estimated by an indicator (Chapter 3), whether it is in a rural or urban region and 
a fixed effect for its administrative region. In models (2) and (3), control variables include the individual’s 
age, gender and education levels, the household’s size, its wealth estimated by an indicator, whether it 
is in a rural or urban region and a fixed effect for its administrative region.
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on diversification or investment in agricultural households. These findings 
suggest that Costa Rica is missing an opportunity to harness the social, financial 
and human capital embodied in return migration and immigration.

Notes
1. Households reporting to be involved in either arable farming or livestock rearing are 

considered to be agricultural households.

2. The sample of youth in households receiving remittances is however too small to 
perform any further (regression) analysis on the link between remittances and school 
attendance.
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