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7.32 percentage points compared to planned return. Presence of collateral may 
reduce the already repaid loan amount by around 30 percentage points, but implies 

that indebted households are putting their productive assets at risk. 
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Abstract 

Bangladeshi migrant workers face extremely high migrations costs, and often finance their 

migration episodes by incurring substantial debt. These costs have been found to be 

associated with persistent indebtedness, even after return. Individuals from poorer 

households have been found to prefer loans provided by a bank or money lender. At the same 

time, older individuals who not qualify for formal loans prefer borrowing from family and 

friends. The size of migration costs and time since return are major determinants of loan 

repayment. A one percentage point increase in migration costs may reduce the likelihood for 

full loan repayment by 12.9 percentage points. Early return may reduce the probability of full 

loan repayment by 7.32 percentage points compared to planned return. Presence of collateral 

may reduce the already repaid loan amount by around 30 percentage points, but implies that 

indebted households are putting their productive assets at risk. 
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1. Introduction 
Temporary economic labor migration has been a critical part of Bangladesh’s development over the 

past few decades. Prior to the global COVID-19 pandemic, Bangladesh sent hundreds of thousands of 

workers overseas every year - on average roughly 597,000 every year in the 2012-17 period (Ahmed 

and Bossavie 2022). On average, monthly labor earnings of Bangladeshi migrants were almost four 

times higher in the receiving countries than in their home country, prior to migration (BDT 910).2 The 

remittances sent back by these migrants have also helped support the macroeconomy. For example, 

in 2019, international remittances into Bangladesh were US$ 13.5 billion – equivalent to about eight 

percent of GDP – while Overseas Development Assistance (ODA) and Foreign Direct Investment (FDI) 

were US$ 6.0 billion combined.3 

Despite the magnitude of the labor migrant flows, the recruitment costs for migrants from Bangladesh 

are among the highest in the world, and migration is often financed by debt, with this debt constraining 

the welfare impact of migration. 
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friends, banks/other financial institutions, and money lenders attract different groups of aspiring 

migrants. While relatively poorer individuals seem to turn to banks and money lenders, it may be older 

relatively wealthier people who ask family members and friends for a loan to finance their international 

migration. Among those who indicate that they have not fully repaid the migration loan yet, the 

collateral that they had put up to get the loan seems to be associated with, on average, smaller repaid 

amounts.  

The following section presents a conceptual framework linking migration costs, financing mechanisms, 

and impacts of migration-related debt on post-
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𝑈1
𝑀𝐼𝐺 = 𝑎 + 𝜔1 −  𝜌1 + 𝐿,          wi
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Indebted returnees worked on average two hours more than those who did not take out loans to 
migrate. 

Table 1: Personal characteristics of labor migrants with and without migration debt. 

Characteristics (mean values) Borrowers Non-borrowers Significance test 

** T=1** 

Migration Cost (BDT) 304,916 261,100 *** 

Age at departure (years) 29.26 29.12  

Schooling (years) 8.27 8.75 *** 

Personal ownership of land* (yes, %) 25.31 26.41   

Employed in BGD in 5 years before dep. (yes, %) 50.27 30.39 *** 

Monthly HH income (BDT) 9,931 12,695 ** 

Monthly average wage (in cash, in BDT) 9,339 9,788  

Monthly average wage (in kind, in BDT)  1,097 987   

Ever married (yes, %) 89.40 90.27    

Lived in Chittagong/Dhaka districts before dep. (%) 8.86 15.38 *** 

Male (%) 96.7
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Figure 3: Development of migration costs and the amounts borrowed 
over time (100,000s of BDT) 

 
Source: Own calculations using BRMS 2018/19. 
Note: The correlation coefficient is 0.487. Numbers displayed in 100,000s of 
BDT. 

 

Figure 4: Intermediary/agent fees constitute the largest share of 
migration cost (in 1,000s of BDT) 

 
Source: Own calculations using BRMS 2018/19. 
Note: Chart displays numbers in 1,000s of BDT. 
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3.4 Characteristics of the loans themselves 
Among those Bangladeshi labor migrants who had borrowed money to cover their migration costs 
before moving overseas, 86 percent indicated that they borrowed from a single source, 12 percent 
from two different sources, one percent from three different sources, and less than one percent from 
four sources (Figure 6). About 55 percent of indebted labor migrants got their loans from other 
household members and relatives, 12 percent borrowed from moneylenders, 8 percent received loans 
from friends, and 5 percent borrowed from banks and other financial institutions. About 19 percent of 
indebted migrants received loans from other sources such as NGOs or from more than one source 
(Figure 7). 

Figure 6: Most migrants get their loans from a single source 

 
Source: Own calculations using BRMS 2018/19. 
Note: Chart displays numbers as percentages.      

 

Figure 7: Most loans are provided by household members or 
relatives 

 
Source: Own calculations using BRMS 2018/19. 
Note: Top-four loan sources are displayed. 



 

12 
 

 

Overall, the borrowed amount varies by loan source. Bangladeshi labor migrants who had received 

their loans from banks and other financial institutions took out on average about BDT 227,937 

(US$2,660) followed by loans from money lenders at about BDT 227,226 (US$2,650), other household 

members/relatives at BDT 224,723 (US$2,620), on average, and friends at BDT 198,196 (US$2,310) 

(Table 4). 10 

The interest rates that were charged to Bangladeshi labor migrants differed by source (Figure 8). 

Money lenders charged on average 15.4 percent, followed by banks and other financial institutions at 

11.31 percent, on average. In comparison, private loan providers charged lower interest rates:  Other 

household members charged around 10.1 percent followed by friends who charged an average of 

about 9 percent. Rahman (2011) argues that since migration is perceived to yield higher returns than 

activities in agriculture and business in Bangladesh, higher interest rates are usually charged for 

migration loans than loans for other purposes (Rahman 2011).  
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Figure 10: Collateral is more commonly put up to get loans from 
banks/other financial institutions and money lenders 

 
Source: Own calculations using BRMS 2018/19. 
Note: Chart displays percentages. Averages calculated for loans from single 
sources only. 

 

Figure 11: The amount of collateral depends on the loan 
source. 

 
Source: Own calculations using BRMS 2018/19. 
Note: Numbers are displayed in 1,000s BDT and are rounded. Averages 
calculated for loans from single sources only.  

 
Calculating means for various loan characteristics shows that the four different loan types differ 

statistically in terms of interest rate, period of interest being repaid, and collateral (Table 4). However, 

the loan types do not differ with regard to the collateral that the migrants put up. In terms of the 

amount of debt, pairs of loans differ except f
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The descriptive statistics show that loans from friends and family members usually offer better terms 

than those from money lenders. However, aspiring labor migrants often borrow from money lenders 

despite exorbitant interest rates due to their accessibility and flexibility. In contrast, borrowing from 

family and friends often entails a mutual exchange of privileges (Moniruzzaman and Walton-Roberts 

2017).  

3.4 Repayment status 
Individuals who take out migration-related loans usually need to repay the debt sooner or later. Debt 

that is not or very slowly repaid may lead to overindebtedness. Two major drivers of overindebtedness 

are thinkable: First, migrants may get overindebted because the income they gain abroad is smaller 

than what they had expected. Second, the terms of provided migration loans may be so unfavorable 
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repayment on the interest rate and the collateral dummy are small in magnitude and statistically 

insignificant. 

The results of the linear probability model presented in Table 8 partly reveal heterogeneous effects of 

migrants’ characteristics on full loan repayment across the four different loan types. High migration 

cost seems to only reduce full repayment of loans from family members and friends. Specifically, the 

findings in column 1 suggest that a one percentage point increase in migration cost reduces the 

probability of full repayment of loans from family members by on average 20.9 percentage points but 

of loans from friends by less. The results presented in columns 4, 6, and 8 in Table 8 suggest that only 

full repayment of family loans is negatively impacted by early return, and positively affected by the 

years since return and loan size.  

The OLS regression results presented in Table 9 suggest that the migration cost and the loan size are 

major determinants of the already repaid loan amount. The results also reveal if a borrower has put 

up collateral, then they it may reduce the already repaid loan amount by around 30 percentage points 

compared to loans that did not require collateral, on average and ceteris paribus. What might explain 

this seemingly strong correlation is that land is commonly used as collateral for migration loans in 

Bangladesh (Deshingkar et al 2018). As many Bangladeshi families rely on agricultural activities, using 
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Table 6. Multinominal logistic regression of loan choice on migrants’ characteristics. 

Average Marginal Effects 

VARIABLES 

(1) 

loan_hh_memb 

(2) 

loan_friends 

(3) 

loan_banks





 

24 
 

 
Table 8: Linear Probability model of full repayment dummy on migrants’ characteristics (heterogeneous effects).  

VARIABLES (1) (2) (3) (4) (5) (6) (7) (8) 

log(cost)i -0.209*** -0.0440* 
 

-0.0475** 
 

-0.0475** 
 

-0.0472** 

 
(0.0199) (0.0245) 

 
(0.0215) 

 
(0.0216) 

 
(0.0219) 

early returni  
-0.0804*** -0.151*** -0.0879*** 

 
-0.0806*** 

 

 



 

25 
 

 
 
 

 

 

 

 

 

 

 

VARIABLES (1) (2) (3) (4) (5)









 



 

30 
 

interest rates are often not attractive for many aspiring labor migrants, a main policy goal must be to 

make loan programs from NGOs like BRAC more appealing. The expansion of such low-cost loan 

products and therefore the increased supply would make loan products from banks and money lenders 





 

32 
 

International Organization of Migration (IOM) 2020. “Rapid Assessment Needs and Vulnerabilities of 
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Annex A: Supplementary tables and figures 
 
Figure A1: Bangladeshi labor migrants are concentrated in a few 

destination countries. 

 

Source: Own calculations using BRMS 2018/19.  

 
Table A1: High migration costs force 
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Figure A2: Estimated average years that will need 
to be spent to repay family loans (distr. in %). 

Figure A3: Estimated average years that will need 
to be spent to repay loans from friends (distr. in 
%). 

  
Source: Own calculations using BRMS 2018/19. Note: For 
this chart only loans of individuals with a single loan source 
are counted. The displayed data is winsorized at the 95th 
percentile. The longest calculated repayment period is 522 
years. 
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Figure A6: Estimated ratio of migration debt 
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Annex C: Description of variables. 
 

Variable name  Description 

log(cost)i Migration cost (in BDT) paid by individual i; 

age at departurei Age of individual (in years) for individual i at 

departure; 

age at departure2
i Age squared; 

education at departurei Years of schooling completed for individual i at 

departure; 

landi 
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Variable name  Description 

log(borrowed)i Amount of borrowed migration loan (in BDT) 

paid by individual i; 

interest ratei Interest rate (in %) of migration loan paid by 

individual i; 

collaterali Dummy variable (1=collateral; 0=other) for 

individual i; 

loan familyi Dummy variable (1=loan from family; 0=other) 

for individual i; 

loan friendi  
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