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Abstract 

This study examines the relationship between reception of remittances and CCT participation. 

Three hypotheses, predicting a negative relationship between remittances and CCTs, are 

presented. These are tested by logit regressions based on data from national household surveys 

from four Latin American countries. The study finds some support for a negative correlation 

between remittances and CCT participation, but lack of data restricts the possibility of drawing 

firm conclusions from the study.  
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1. Introduction 

Since the beginning of the 21st century, Latin America has seen a significant spread of a social 

policy tool known as conditional cash transfers (CCTs). CCTs aim to reconcile efforts to combat 

short-term poverty alleviation with long-term poverty reduction through human capital 

enhancement, by offering poor families benefits payment conditioned upon the children’s school 

enrolment and their attendance at classes and health examinations. CCTs are thus based on the 

assumption that lack of education is a demand-side problem, which can be solved by encouraging 

families to send their children to school, and by providing them with financial support to 

facilitate the possible lack of labour income this might entail.  

CCTs have caused a large debate in development communities between supporters and critics 

of the social policy tool. To settle this debate, previous research has mostly focused on the effects 

of the programs, to see if they live up to their promise of sustainable poverty reduction. However, 

for the programs to have any effects at all, it requires the targeted population to participate. The 

take-up of CCT programs has not received as much attention as the effects of those programs, but 

the research that has been done suggests that non-take-up is significant: in Panama and Mexico, 

more than half of extremely poor households, the intended beneficiaries, did not participate in the 

programs (Cecchini and Madariaga, 2011:35-36; Coady and Parker, 2005:12-13). This was not a 

problem caused by the program’s budget constraints, but was rather caused by household 

decision’s not to register for the problem. It is important to find out why households choose not 

to participate in CCT programs, in order to include as many of the intended beneficiaries as 

possible in the future. 

Another driver of development that has been receiving a lot of attention lately is remittances. 

It has been established that the flow of remittances overwhelmingly outsizes the flow of aid from 

developed to developing countries (World Bank, 2014), and many development thinkers are 

excited over the potential effects on development these flows may have. Still, there are those who 

are more sceptical, and point to possible negative side-effects and incentive-distortions caused by 

remittances. To understand and realise the development potential of remittance flows, it is 

important to identify these potential side-effects, and examine how the reception of remittances 

affects the recipient’s behaviour. 
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1.1.Purpose 

This thesis will couple CCTs and remittances, and examine the question of how the reception 

of remittances relates to the take-up of CCT programs. The basis of the argument presented is 

that as households receive remittances, their need for the financial benefit provided by the state 

through the CCT diminishes, and they are therefore less inclined to accept the state’s conditions 

for receiving these cash transfers. The thesis is an empirical one, and will be based on studies of 

four Latin American countries – Mexico, Costa Rica, Panama, and Uruguay. The study will use 

national household surveys, conducted by each country’s own official statistics department, to 

statistically estimate the correlation between reception of remittances and participation in CCT 

programs. These regression results will be complemented by brief examinations of the design of 

the CCT programs, in order to put the possibly divergent results into context. 

The purpose of this study – to examine the relationship between remittances and CCT take-up 

– is of importance to policy makers, as an understanding of what makes households decide not to 

participate may contribute to improving the programs and convincing more households to 

participate, and by that participation invest in the human capital development of their children. 

This study will therefore, implicitly, be a critical examination of policy logic, and point to a 

potential problem that policy-makers may have to solve, with the intention of improving the 

understanding of this problem so that it can be solved in the future. Furthermore, the research 

question of the study – how the reception of remittances affect participation in CCT programs – 

both constitutes a research gap, and an examination of a possible side-effect of remittances. Such 

side-effects are also important to understand, as understanding allows policy-makers to 

counteract these side-effects, or at the very least to make more realistic judgements of what 

remittances mean for development.  

2. Theory 

2.1.Conditional Cash Transfers 

Although most research on CCTs focus on their effects and outcomes, there have also been some 

studies on the take-up of CCT programs. An important such study is Coady and Parker’s (2005) 

evaluation of the Oportunidades program in Mexico, where the researchers examine the 

determinants of program participation. Coady and Parker separates these determinants into those 

related to the knowledge of the CCT program, the decision to apply to it, and the acceptance into 
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the program. For example, they find that poor households have a higher knowledge of the 

existence of CCT programs, a finding that is also made by Micklewright, Coudouel and Marnie 

(2004), which suggest that household with more need are more likely to inform themselves of 

social assistance programs. Poverty is thus a determinant of knowledge. As this essay is focused 

on the household’s decision to apply for the program and how it varies when the household 

receives remittances, the following section will deal with determinants of application. For now, it 

will be assumed that all households that know of the program and are eligible apply, and that all 

those who apply are accepted, although the issue will be revisited in the study’s methodological 

section. 

The underlying assumption of conditional cash transfers (CCTs) is that poor households do 

not send their children to school because they cannot afford it. Even in countries where education 

is free, there are costs connected to schooling. These costs can be both direct costs, e.g. for school 

uniforms and transportation to the school, and indirect costs, or what economists call opportunity 

costs. Opportunity costs include the potential income the household could receive if the child 

would work instead of going to school, or the income a parent could receive if he or she would 

not have to do domestic work that the child would have done in the absence of schooling 

(Kakwani, Soares, and Son, 2005:49). If the household is very poor, it cannot afford to send its 

children to school, because they need the income from labour to pay for food, shelter, and the 

other essentials the household need. The long-term gain of educating children, so that they one 

day can grow up and earn a higher wage, is forgone because the short-term costs are too high 

(Das, Do, and Özler, 2005:65).  

CCTs are an attempt to reconcile the short-term needs of the household with the long-term 

interests of the children. They offer the household a cash transfer, which they need for the 

survival of the household’s members, but condition the transfer on the children of the household 

attending school. Other conditions, such as regular health check-ups, are also often included. This 

gives the household an incentive to invest in the long-term human capital development of their 

children, while at the same time alleviating the household’s poverty in the short-term through the 

cash transfer. As the cash transfer counteracts the costs to the household of schooling its children, 

the demand for education increases (Perkins et al, 2013:206). 

This assumes that the cash transfer actually is large enough to cover the costs of schooling, 

and provide households with adequate incentives to send their children to school. If the transfer 
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barely compensate the household for the costs of complying with the conditions, such as the loss 

of income and the expenses incurred when it sends its children to school, the effect on the 

household’s income level and poverty status will be very small, and there will not be much 

incentive to join the program (Attanasio et al, 2005:2; Skoufias, 2005:24). This factor – the size 

of the transfer relative to the costs of participation – is one of the most common explanations for 

households’ decision not to participate in CCT programs. 

It is important to note that the cost of participation cannot only be measured in monetary 

terms. There are additional non-monetary costs that also affect the households’ decision to apply. 

In an attempt to examine barriers to entry in CCT programs in nine different countries, Vadapalli 

(2009) finds that one major obstacle to participation is the lack of accessibility. Long distance 

travels to banks or social service centres to register for the program and receiving the cash 

transfer may both be costly and take time, especially as waiting times tend to last for hours. 

Coady and Parker (2005) identifies a similar problem, as ownership of a vehicle is a positive 

determinant to applying for CCTs, as it reduces the costs of travelling to and from registration 

centres. This cost is higher for rural households, as the distances to the facilities are generally 

larger. Additionally, there might also be a social cost to participate in CCT, as it may be 

stigmatising to be dependent on social assistance (Schady and Araujo, 2006:10). 

Importantly for this study, CCT programs usually contain a self-selection element, meaning 

that those who want to participate in the program have to apply themselves. This is of course 

essential for this study, as it is concerned with the household’s decision to apply or not, which is 

dependent on the programs containing an element of self-selection. The reason for including this 

aspect of self-selection is to make sure that those who participate in the CCT program actually 

need the cash transfer. By including a transaction cost for participation, in terms of time and 

energy spent applying for the program, it discourages those households that have less need for the 

cash transfer from applying, leaving the funds of the programs available for those households in 

need.  

In practice, this means that self-selection discourages richer households from applying. The 

economic logic behind this is that the higher the income of the household before the application, 

the less need it has for the cash transfer. This is known to economists as marginal utility: as 

income rises, the subjective value of each additional unit diminishes. A simple example makes 

this obvious: for a household with an income of 10 units, receiving a transfer of an additional 10 
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units would double its income and make a significant difference. For a household with an income 

of 1000 units, however, the 10 extra units are barely noticeable. When a non-monetary 

transaction cost is introduced, this diminishes the incentives for the richer household to apply 

even more, as the small benefit of the cash transfer becomes outweighed by the added transaction 

cost. 

Empirical research has shown that this logic seem to work in practice. There is a correlation 

between the income of the household and participation in CCT programs, where extremely poor 

households are more likely to participate than those just below the poverty line. This may in part 

be due to the logic explained above. Other factors that also contribute to producing this outcome 

is that poorer households generally have better knowledge of social assistance programs, as they 

are more in need of the cash transfer, and that poorer households have a higher likelihood of 

being accepted to the program, as they more evidently eligible for and in need of the cash transfer 

than richer households, whose poverty may not be as obvious for social policy workers (Coady 

and Parker, 2005; Heckman and Smith, 2003; Micklewright, Coudouel, and Marnie, 2004). 

 

2.2.Remittances and CCTs 

While the question of how remittances affect participation in CCT programs is an under-

researched topic, some previous researchers has looked at how remittances and other forms of 

private income transfers affects reliance on governmental social assistance and grants, which 

might provide insight into the research question at hand in this study. Theoretically, the 

relationship is straightforward and intuitive: when social assistance from the governments is 

available, these transfers replace private support such as remittances, as the need for such private 

transfers diminish (Coate, 1995; Lucas, 2005:153). This theory has been confirmed by empirical 

studies in countries such as Nepal (Nepal, 2015), Peru (Cox and Jimenez, 1992), and USA 

(Abrams and Schmitz, 1984). 

A similar result is found in Maluccio’s (2005:31) study of the role of the Nicaraguan CCT Red 

de Protección Social during the “coffee crisis” in Latin America, where he finds that participation 

in the CCT had a negative effect on the probability of receiving remittances. But while the theory 

that public transfers crowd out private ones may be correct for regular social assistance programs, 

there is reason to believe that the effect is the reverse when it comes to CCTs. Since the transfers 

from CCTs are conditional, they come with costs that diminish the net value of the transfer. 
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Remittances, on the other hand, are unconditional, and the household is free to spend the entire 

sum received in any manner they like, without having to comply with costly conditions. The 

household is therefore not indifferent between the two sources of income, and should prefer to 

receive the unconditional remittance, which it can spend however it likes, unless the conditional 

cash transfer is significantly larger. Thus, if there is a negative correlation between participation 

in CCT programs and reception of remittances, we would be inclined to believe that it is the 

remittances that crowd out the CCT, and not the other way around. 

Why would reception of remittances lead to non-participation in CCT programs? There are 

two principal mechanisms through the reception of remittances may affect the household’s 

participation in CCT programs. The first is the way all sources of income affect the household’s 

decision: by reducing the marginal utility of participation. As previous research has shown, 

current income is negatively correlated with participation in CCT programs, because richer 

households have less need for the cash transfer than poorer households, and are therefore less 

willing to comply with the conditions imposed by the state (Coady and Parker, 2005; Heckman 

and Smith, 2003; Micklewright, Coudouel, and Marnie, 2004). Receiving remittances increases 

the income of the household, which makes the household relatively richer, and makes it less 

dependent on conditioned social assistance for its survival. It should be noted that this effect only 

appears when remittances are stable, i.e. when they are received regularly and expected to 

continue in the future. A one-time transfer from a family member abroad would not have the 

same effect, as it does not permanently change the household’s expected income.  

The second way the reception of remittances affects the household’s participation in CCT 

programs is by increasing the opportunity cost of participation. When a household increases their 

income through cash transfers from the state, the friend or relative sending money from abroad 

might see less need of sending money to the household, as its income has grown, and may 

therefore choose to spend the money in another manner. Participation in the CCT program is thus 

connected with a risk of losing the remittances, which affects the household decision and reduces 

the incentives to participate in the CCT program. 

It should be noted that participation in a CCT program may also reduce other forms of income 

(in addition to the regular opportunity cost of complying with the program’s conditions). For 

example, the adults in the household may choose to work less after registering for the program, as 

the marginal utility of labour income is reduced when the total income of the household increases 
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(Levy and Schady, 2013:208-209). However, the reduction of labour income is a household 

decision to consume more leisure, and is thus a trade-off for the household, where they receive a 

benefit (more leisure) for a cost (the loss of income). The loss of remittances, on the other hand, 

is an external decision and does not entail any benefit – the household is not compensated by the 

loss of income with more leisure time, or an increase in any other good. The loss of remittances is 

thus a pure opportunity cost, and the risk of that loss is a factor affecting the household’s decision 

to participate in the CCT program in a different way than the post-participation decision to work 

less. 

Both these effects – the reduction of marginal utility of the cash transfer and the increase of 

the opportunity cost of participation – point in the same direction: that the reception of 

remittances reduces the benefits and incentives of the CCT program. Therefore, the first 

hypothesis of this paper is formulated as following: 

 

H1: The reception of remittances reduces the likelihood of participation in a 

CCT program. 

 

Furthermore, a second hypothesis can be formulated based on this first hypothesis, to capture that 

the general effect is also dependent on the size of the opportunity cost. Because a higher 

opportunity cost would lead to lower participation, the second hypothesis is formulated as 

following: 

 

H2: The larger the sum remittances received, the lower the likelihood of 

participation in a CCT program. 

 

Underlying these hypotheses is the assumption that demand for schooling does not increase with 

increased income. If this was the case, the negative effect of remittances would be counteracted 

by the positive effect of the increased income on the demand for schooling, making the net effect 

ambiguous and dependent on the relative sizes of the two effects. There is a need to justify this 

assumption.  

Given the long-term benefits of education, it is possible that any increase in income that 

alleviates the household’s poverty would increase the demand for education, as the extra income 
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helps the household afford the direct and indirect costs of schooling, and allows it to forego the 

opportunity costs. There is a debate on the necessity of conditions for the CCT to work, or 

whether unconditional cash transfers would also achieve the intended effect of increasing 

schooling, which rests on a disagreement about the general effect of an income increase on the 

demand for schooling. The position that demand rises with income, and that conditions therefore 

are unnecessary, has been support by some empirical studies (Kidd, 2016), but the evidence is far 

from conclusive. Additionally, there are some good reasons to remain sceptical about there being 

an inherent demand for schooling, which form the basis for the assumption made in this study. 

Firstly, whether a household demands schooling should be dependent on the quality of the 

schooling available. In many developing countries, this quality may be quite low. Empirical 

surveys indicate that teacher absence is a significant problem in many countries, with teachers not 

showing up for work one day in five on average, or spending their days in other ways than being 

in front of the class when they do show up (Banerjee and Duflo, 2011:74). Even when they are 

doing their job properly, teachers’ knowledge is often insufficient, and tests have shown that they 

lack the basic skills they are supposed to teach their students (Levy and Schady, 2013:199). 

Given this, it is not surprising that many see schooling as little more than a waste of time, and 

that recent national household surveys in Latin America find lack of quality education and 

interest to be the main reason students drop out of secondary school, rather than lack of economic 

means (Sandberg, 2015:10). This problem is likely to be further aggravated if there is a lack of 

employment opportunities for educated individuals where they can make use of their skills and 

earn a wage premium corresponding to their higher level of human capital (Teichman, 2008:456). 

Secondly, there is evidence to suggest that demand for education may be even lower for 

households receiving remittances. These households experience positive effects of migration, as 

it increases the household’s income, and may create aspirations that the children of the household 

will one day migrate to a developed country to send back remittances in the future (Cox Edwards 

and Ureta, 2003:17; Massey and Zenteno, 1999). Since most immigrants from developing 

countries in developed countries work in low-skill occupations, and may be excluded from 

higher-skill educations even if they have a higher educational attainment, due to linguistic 

barriers and lacking work credentials and legal documents, demand for schooling should be low 

among households nurturing migratory ambitions (de Haas, 2007:23; McKenzie, 2006:138-142; 

Kandel and Kao, 2000). Thus, the possible positive effect on demand of schooling that could 
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arise when remittances increase the household’s income may be offset because the positive 

experience of migration reduces the value the household place on schooling. However, there is 

also evidence that point to the opposite – that migratory experiences in the family and the 

reception of remittances increase the schooling of children (Hanson and Woodruff, 2003; Lu and 

Treiman, 2011). The evidence on the true effect of migration and remittances on children’s 

schooling is consequently inconclusive, and we cannot make any certain statements regarding 

this relationship. 

Thirdly, even if there is an increase in demand for schooling as a household’s income rise, it is 

not certain that this increase is big enough to encourage participation in the CCT program. In 

order to receive the cash transfer, the children of the household have to have a high attendance 

rate, and the increased income may not increase the household’s demand for schooling enough to 

make compliance with a high attendance condition worthwhile. Furthermore, the increased 

income will also increase demand for other goods, and participation in a CCT program may be 

counter to this demand, as it requires expenditures for education to rise significantly, which may 

prevent the household from consuming other things it wants. 

It should be noted that the above discussion on theory and previous research on whether an 

increase in income through remittances should increase the household’s demand for schooling is 

not aiming to present conclusive proof that this is not the case. Rather, the aim is to show that 

there is a lack of conclusive results in previous research, and that arguments can be made both for 

and against, and thus justify the assumption that the increase in income does not lead to an 

increase in the demand for education, which is used in this study. 

Still, there are probably many household that do value schooling, and will increase their 

demand for schooling as their income increase. For these households, the risk of losing the 

income from remittances may be more than outweighed by the benefits of participating in the 

CCT program. Because these households value schooling so highly, the conditions imposed by 

the CCT program is not considered much of a burden, since the household would use the extra 

income to provide more schooling for their children, no matter the source of the income. These 

households should therefore be more likely to participate in CCT programs, regardless of whether 

they receive remittances or not. Furthermore, since the risk of losing the remittances when 

registering for a CCT program is only a risk, and not a guaranteed outcome, the reception of the 

remittances can actually contribute to an even higher demand for schooling, as it further increases 
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the household’s income and may continue to do so after the household starts receiving cash 

transfers from the state. This leads to the formulation of the third, and final, hypothesis of this 

thesis: 

 

H3: For households that place a high value on education, the reception of 

remittances increases the likelihood of participating in a CCT program. 

 

Lastly, it should be noted that institutional differences between different countries could cause 

the relationship between remittances and participation in CCT programs to diverge. Countries 

that differ on in the design of their CCT programs, for example with regard to the size of the 

cash transfer and ways of registration, would be expected to show different relationships, as the 

relative costs and benefits are different.  

3. Methodology 

3.1.Cases, data, and samples 

To investigate how the reception of remittances affects participation in conditional cash transfer 

programs, this study will use logistic – or logit - regressions based on data from national 

household surveys from four Latin American countries – Costa Rica, Mexico, Panama, and 

Uruguay. The selection of cases has been made based partly on data availability, and partly on 

differences between the cases, to allow the hypotheses to be tested in different country contexts. 

In case the results for all countries point in the same direction, the generalisability of these results 

will be strengthened, as they are proven to be valid for different contexts. At the same time, if the 

results for the cases differ, the differences between the country contexts may help us explain 

these deviations. One thing the programs do have in common is that they are all currently active. 

Regarding data availability, the chosen countries all have publicly accessible national 

household surveys, which contain information on participation in CCT programs and reception of 

remittances. This information is crucial to this study, and other notable cases for which such 

information was not available in the publicly accessible surveys, such as Brazil and its Bolsa 

Família program, have been excluded. The national household surveys used in this study are all 

carried out by the countries’ official statistical bodies or other governmental entities tasked with 

gathering the relevant data.  
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For the Costa Rican case, the CCT program studies is Avancemos, and the survey used is the 

Encuesta Nacional de Hogares 2015, produced by the Instituto Nacional de Estadísticas y 

Censos (INEC, 2015). For Mexico, the Medición de la Pobreza survey from 2014, produced by 

the Consejo Nacional de Evaluación de la Política de Desarollo Social (CONEVAL, 2014), is 

used, and the CCT program studied is Oportunidades. For Panama, Red de Oportunidades is the 

CCT studied, and the latest relevant survey is used, which is the Encuesta de Niveles de Vida 

2008 by Ministerio de Economíca y Finanzas (MEF, 2008). Finally, in the case of Uruguay, the 

survey used is the Encuesta Continua de Hogares 2015, produced by the Instituto Nacional de 

Estadísticas (INE, 2015), and the CCT program in question is Asignación Familiares.  

Because the different surveys use different questions, and the CCT programs differ from each 

other, regressions will be conducted separately for the four countries, as aggregating them into a 

single dataset would not be beneficial for the study and the interpretation of the results. It is 

important to note that these differences between the surveys also mean that the questions asked 

by them are slightly different from each other, and may be interpreted differently by the 

respondents. The answers that form the basis for the variables of the regressions in this study may 

therefore be answers to slightly different questions, which may lead to slightly different results 

for the different countries. While no more will be said about this problem in this section, it will 

be important to keep this in mind when analysing the results, especially if those results are 

surprising and ambiguous. 

The unit of analysis for this study is the household, and each observation in the datasets 

represents one household. Because the theoretical focus of this study relates to the household’s 

decision to participate or to not participate in the CCT program, only those households that 

actually are eligible to participate are included in the datasets, as non-eligible households should 

not be able to participate anyway. The criteria for eligibility differ among the countries; in Costa 

Rica, poor families with children between 12 and 25 years old constitutes the target population 

for Avancemos (CEPAL, 2016a), while Panama’s Red de Oportunidades targets extremely poor 

households with children aged 4 to 17 years (CEPAL, 2016b). Therefore, the Costa Rican sample 

only includes households classified as poor that has children between 12 and 25 years, while 

Panama’s sample only contain extremely poor households with at least one children aged 4 to 17 

years. Similarly, the Mexican and Uruguayan samples contain poor households with children 

older than 6 younger than 22 and 18 respectively, as those are the eligibility criteria in those 
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countries (Amarante et al, 2010:214; PEN, 2016; PROSPERA, 2016). It should be mentioned that 

poverty and extreme poverty are included as binary variables in the national household surveys, 

and it is these variables that have been used to limit the sample; the study has not made any 

definition of poverty or maximum income level of its own to make this limitation. 

There is some risk of inclusion of non-eligible households and exclusion of eligible 

households in the datasets. There is a possibility that the poverty definition employed by the 

producer of the surveys differs from the definition used by the official bodies in charge of the 

CCT programs. However, as the bodies operate under the same administration, it is likely that 

they use a common definition used within the entire governmental system, making the risk of 

wrongful inclusion or exclusion very small. 

As was mentioned in the theory section, this study is concerned with the household’s decision 

to apply, and how it varies when the household receives remittances. Remittances are thus treated 

as a determinant of application, as opposed to a determinant of knowledge or acceptance. 

However, it is not possible to limit the sample to only those households that know about the CCT 

program, but choose not to apply, as there is no such information in the datasets. Similarly, it is 

not possible to exclude households that have applied but been denied participation; the exclusion 

of non-eligible households is an attempt to do that, but as Coady and Parker (2005:12-13) has 

shown, it is not entirely uncommon that eligible households are wrongfully excluded from 

participation. It will not be possible for this study to do anything about this problem, but the issue 

should be kept in mind when analysing the results. 

 

3.2.Dependent and independent variables 

The dependent variable of this study is participation in a CCT program. In all datasets, this is 

measured by a dummy variable coded as 0 if the household does not participate in the CCT 

program and 1 if the household do participate. Each household survey contains questions asking 

whether the household receives money from the CCT program of interest in each country - 

Avancemos, Oportunidades, Red de Oportunidades, and Asignaciones Familiar – and it is the 

answers to these questions that form the basis for the dummy variable. Implicitly, participation is 

therefore operationalised as the household receiving money from the program. 

The independent variable is the reception of remittances, which is also measured by a dummy 

variable coded as 0 if the household does not receive remittances and 1 if it does. The survey 
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questions that form the basis for this variable relates to whether the household or a member of the 

household receives money from a family member or friend living abroad, which constitutes the 

operative definition of remittances.  

Additionally, the monetary value of the remittances is included as a separate variable. The 

value is calculated as the average amount received per month, regardless of how often the 

remittances are received or how large the individual transfers are. For example, if the household 

has received remittances three times during the past six months, and two of the remittances where 

of 150 units of the local currency and the third 300 units, the value given by the variable is 100 

units, as this is the monthly average over the time-period measured in the survey. This variable 

will be used instead of the dummy variable in some regression models, in order to see if the size 

of the remittance affects participation in the CCT program, and allowing the second hypothesis to 

be tested. 

There is a risk that the instances of remittances and the value received are underreported in the 

dataset, especially for households receiving benefits from the state, either through the CCT 

program or from another source of welfare. The reason for this is that households, when asked by 

government agencies about their incomes, may hide or understate income from remittances 

because they fear that if they report the true value, the government may no longer deem them 

eligible for the benefits they are receiving. There is thus a possibility that households that appears 

to not receive remittances based on the dataset in fact do, and that the value of remittances may 

be higher than reported. There is no way of amending this problem – we cannot simply guess and 

add remittances for random households – but it is something that should be kept in mind when 

analysing the regression results. 

It should be clarified that only international remittances are included in the dataset. The 

exclusion of internal remittances – remittances sent from others living in the same country – is 

not theoretically driven; there is no reason to believe the effect on CCT participation would be 

different depending on which country the remittances are sent from. Rather, the exclusion is 

made because there is no information on reception of internal remittances in some of the 

household surveys used, and they thus cannot be included for all country cases. In order to be 

consistent, internal remittances has therefor been excluded from the datasets, even in those where 

it is possible to identify the existence and size of such remittances.  
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3.3.Control variables 

In order to test the third hypothesis of this thesis, there must be a variable to capture how much 

the household values education. Of course, the household surveys do not contain any questions 

regarding how the household values education, and even if they did, answers would be very 

subjective, unreliable, and unfit for comparisons with other households. Therefore, a proxy 

variable is needed to indirectly capture an estimation of how highly the household values 

education. One suitable such variable, which is available in the household surveys, is the 

educational level of the adults in the household. Previous research has found a strong statistical 

relationship between a parent’s education and the education of his or her children, which 

indicates that an adult that has received education believes that his or her children should also 

become educated (Cox Edwards and Ureta, 2003; Kakwani, Soares, and Son, 2005).  

In the dataset, education is coded as a binary variable, measuring whether an adult in the 

household has completed a certain cut-off level of education. A binary variable is used because it 

the effect is not likely to be continuous, that is, the value placed on education is not likely to rise 

for every level of schooling completed. Rather, the value is likely to be fairly constant on a low-

level for a relatively uneducated household, rise sharply at a certain level, and then again stay 

fairly constant, but on a high-level for highly-educated households. The cut-off level, where the 

adult will be considered educated, will be after the completion of secondary school, or 

secundaria. This cut-off point is chosen based on the levels of education of the individuals in the 

datasets, and is the point which roughly splits the samples in half, meaning that those households 

defined as educated have at least one individual that is at least as educated as the median 

individual in the full sample. 

However, instead of including the education variable directly in the regressions, an interaction 

term between education and remittances will be included, in order to be able to test the second 

hypothesis, which predicts that for households that place a high value on education, remittances 

will increase the likelihood of CCT participation. In other words, the hypothesis predicts that the 

effect of remittances will differ depending on how highly the household values education, which 

have been operationalised to mean how highly educated the household is, and this difference is 

captured by the interaction term (Stock and Watson, 2015:324-327). 

Another control variable of this study is whether the household is located in a rural or urban 

region. This is measured by a dummy variable coded 0 for urban regions and 1 for rural regions, 
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as defined by the household surveys. This variable is included as a control variable because living 

in a rural region is likely to increase the costs of participating in the CCT program. Distances, 

both to schools and to bank and service centres where benefits are collected, are generally longer 

in rural regions, which increases the costs of participating in terms of time and money. Living in 

a rural region may thus be expected to have a negative effect on participation in the CCT 

program. There is also a possibility that rurality has a positive effect on CCT participation, as 

many CCTs are mainly focused on rural households, and those households may therefore be more 

likely to know about and apply for the program, as they know they are eligible and encouraged to 

apply. Rural living may also be expected to be positively correlated with the reception of 

remittances, as it might be more difficult for those living in rural societies to find a local job, 

which might make it more likely that they travel abroad to find work and send back remittances. 

An additional factor that affects the cost of participation in CCT programs is whether the 

household has a vehicle or not. Having access to a vehicle would be expected to have a positive 

effect on participation, as it reduces the costs of travelling to school and to collect benefits by 

giving the household access to its own transport. The connection between ownership of a vehicle 

and the reception of remittances is not as clear: it may be that households receiving remittances 

may be better posed to afford a vehicle because of their higher income, but it may also be the 

case that households rich enough to own a vehicle do not receive as much remittances, because 

their migratory relatives do not think they need the money. Despite this unclear connection 

between vehicle ownership and remittances, the control variable will be included in the 

regressions, as there may be an effect even if it is not theoretically evident. In the datasets, 

ownership of a vehicle is measured with a dummy variable coded as 0 if the household does not 

own a vehicle and 1 if it does. All types of motorised vehicles included in the household surveys 

are included in this variable: cars, motorcycles, scooters, pick-ups, and vans are all included, 

while non-motorised vehicles such as bicycles and wagons are not included, as these do not have 

such a large effect on the household’s possibilities to travel. 

Finally, the household’s economic status is also likely to affect both participation in CCT 

programs and the reception of remittances. As discussed in the theory section, poorer households 

should be more likely to participate in CCT programs because the benefits received make a larger 

difference in their economy than it does for richer households, creating an expected negative 

correlation between higher economic status and participation in CCTs. Similarly, family 
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members and friends living abroad will see that there is a greater need for their help if the 

household is very poor, creating an expected negative correlation between higher economic status 

and remittances.  

The household’s economic status will be measured by the household’s labour income, 

adjusted for the size of the household. The adjustment for household size can be made in different 

ways. For example, it is usual to use a per capita-measurement, where the labour income is 

simply divided by the number of individuals in the household. However, this measurement does 

not take into account that living costs do not increase proportionally with each additional 

household member, but that the extra cost for each extra member becomes smaller and smaller. 

Because of this, labour income per capita is not an optimal measurement of the household’s 

economic situation. Instead, an equivalence scale will be used, where the diminishing marginal 

cost of new household members is taken into account. There are many different equivalence 

scales, which all are similar but not identical. Since different equivalence scales produce similar 

results, and the interest of this study is not the exact effect of the household’s economic situation, 

but rather the general direction, the mathematically simple square roots equivalence scale will be 

used. The square roots scale simply takes the square root of the number of household members, 

and we will then divide the household’s total labour income with this square root to adjust for 

household size. 

The reason for using labour income, rather than total income, is that total income includes 

income from remittances and transfers from CCT programs, and thus includes the dependent and 

independent variables to some extent. By using only labour income, these incomes are excluded, 

and the variable becomes less problematic. The risk of underreported incomes, which was 

discussed in relation to the remittances variable, is relevant to keep in mind for this variable as 

well. 

 

3.4.Method and regression 

As already mentioned, this study will use logit regressions for estimating the effects of the 

reception of remittances on participation in CCT programs. Logit regressions are nonlinear 

regression models designed specifically for regressions with binary dependent variables. The 

regressions measure the probability that the dependent variable takes on a value of 1 (i.e. that 

Y=1), but the coefficients cannot be interpreted in a straightforward way. This is the weakness of 
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this model: it is not possible to measure how large the change in probability that Y=1 due to a 

change in the independent variable X is, but only see whether the change is positive or negative 

and whether it is statistically significant (Stock and Watson, 2015:432-444). 

To measure the exact effect, a linear probability model would have to be used. This model is 

identical to a standard linear multiple regression model, using OLS to estimate the regression 

coefficients, but with a binary dependent variable rather than a continuous one. In this model, the 

coefficients are easy to interpret as the change in probability that the dependent variable takes on 

the value 1 caused by a unit change in X. However, the linear probability model assumes that 

there is a linear correlation between the independent and dependent variable. This is a faulty 

assumption, as binary variables are inherently nonlinear (ibid). The nonlinearity of the logit 

regression model is thus better adjusted to the variables of this study, and more likely to produce 

accurate results. Furthermore, since the interest of this study is to determine the general direction 

and statistical significance of the effect of receiving remittances on participation in CCT 

programs, the fact that it will not be possible to interpret the regression coefficients of the logit 

model to predict the exact size of the effect will not be a significant problem, and the use of the 

logit regression model is justified. 

For each country, two regressions will be run, with all variables mentioned above included. In 

the first regression, the binary variable for reception of remittances will be used. In the second 

regression, the continuous variable capturing the monetary value of the remittances will be used. 

These two regressions can be summarised in one regression equation: 

 

Pr(CCT=1)=𝛽0+ 𝛽1rem +𝛽2(rem*education) +𝛽3rural +𝛽4vehicle+𝛽5labinc+𝑒 

  

In this equation, Pr(CCT=1) is the probability that the household participates in the CCT 

program, 𝛽0 an intercept that will not be interpreted further, and 𝛽1rem the change in probability 

due to whether the household receives remittances. 𝛽2(rem*education)is the interaction term that 

captures the different effect of remittances depending on whether the household is educated or 

not. The remaining variables are the control variables, where 𝛽3rural is the change in probability 

due to whether the household is rural, 𝛽4vehicle the change in probability due to whether the 

household owns a vehicle, 𝛽5labinc the change in probability due to the labour income of the 
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household, adjusted for household size, and 𝑒 is an error term. The difference between the two 

regressions that will be run lies in whether the remittance variable is binary or continuous. 

In addition to the regressions, a brief description of the four cases will also be provided. The 

information in these descriptions provides a background to the CCT programs in the respective 

countries, and includes important factors that differ that differ among the cases with regard to the 

CCT programs and the prevalence of remittances in the countries. These descriptions will present 

the contexts in which the households make their decision to apply or to not apply for the CCT 

programs, and may thus be important for the analysis of the results, since deviatory results in the 

different cases are likely to stem from different circumstances relating to the different designs of 

the CCT programs.  

 

3.5.Limitations 

Before moving on to the empirical part of the study, there are some limitations and shortcomings 

of this thesis that should be highlighted. The first such limitation is the inability of this study to 

separate those households who choose not to apply for CCT programs from those who do not 

even know about the programs and those who apply but are not accepted. As discussed in the 

beginning of this section on methodology, the study attempts to only include households that are 

eligible for the CCT program, although there might be some wrongful inclusions of non-eligible 

households and exclusions of eligible households. This should limit the problem of separating 

those who were not accepted from those who did not even apply, as all applying households in 

the dataset should be accepted, but it is still possible that they were wrongfully denied acceptance 

into the program, as this is not an uncommon phenomenon (Coady and Parker, 2005:12-13). No 

attempt is made to separate those with and without knowledge of the programs and their 

possibility to apply, as there are no clear factors or variables to use for this separation. 

Ideally, to address this problem, unique household surveys should be conducted, asking 

specific questions to establish whether households do not participate in CCT programs because 

they choose not to do so, or because they either do not know about the program or were 

wrongfully excluded. Unfortunately, the temporal and financial resources to conduct such 

surveys were not available for this study, which makes reliance on previously existing household 

surveys the best option, despite the shortcomings of these surveys. 
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A second limitation of this study is that it will only be able to establish a correlation between 

the reception of remittances and participation in CCT programs, but cannot present any empirical 

evidence for causality. Even if the results show the expected correlation between the variables, 

this does not mean that the reception of remittances actually causes non-participation in CCT 

programs: the correlation may be spurious, or created by omitted variables that are not included 

in the regressions but affect both the dependent and independent variables, creating the illusion of 

a correlation between the two. The inclusion of control variables is an attempt to alleviate this 

problem, and include such potential variables in the regressions so that their effect may be 

separated from the direct correlation between the reception of remittances and participation in 

CCT programs, but there may still be additional variables that are not included. 

Additionally, we do not have any way of controlling that the possible causality actually runs in 

the direction assumed in the theory section. It might be the case that participation in CCT 

programs crowds out remittances which are no longer needed, as previous research on private and 

public transfers has assumed, which would create the same correlation between the variables as if 

those household receiving remittances would be less interested in participating in CCT programs. 

The study contains no way of controlling the direction of potential causality – there is no 

information in the datasets on whether the households currently participating in the CCT 

programs were previous recipients of remittances, or whether the household started receiving 

remittances before their decision to apply or to not apply for the CCT program. Establishing 

causality and its direction would require additional information on household decision-making 

and reasons for non-participation, which are not included in the datasets available for this study. 

Finally, one last limitation of this study is that it only looks at the educational aspect of CCT 

programs. Many programs have different components relating to different aspects of long-term 

human capital investment. Perhaps most commonly, many CCT programs include a health aspect, 

requiring beneficiaries to attend regular health check-ups and receive vaccinations. The reason 

for focusing on the educational aspect of CCTs is that this is the most significant in terms of costs 

for the household. Health check-ups are only conducted on certain occasions, and do not require 

the child’s permanent absence from the labour market or domestic services. The household’s cost 

of compliance with the health care conditions in the CCT is thus much less than the cost of 

complying with the educational conditions, making it less likely to be the reason for a 

household’s decision not to participate in the CCT program. 
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Other possible shortcomings of the study, such as the possibility of untruthful answers in the 

household surveys, have already been discussed in other sections of this thesis. 

4. Country contexts 

4.1.Costa Rica 

The Costa Rican CCT program Avancemos started in 2007, after a pilot project in 2006, with the 

objective to keep children and adolescents from poor families in school. The program targets 

children and adolescents aged 12 to 25 and currently studying at the secundaria level that are 

struggling to stay in school due to economic reasons. The program adopts a multidimensional 

definition of poverty, not only looking at the financial means of the family, and targets both those 

considered extremely poor and those deemed moderately poor. It should be noted that the family 

is the unit of interest to Avancemos, and not the household, with the difference in definition being 

that in a family, everyone are related and economically dependent on each other, while in a 

household, people simply need to be living together (Hernández Romero, 2016:5-9). In our 

dataset, the unit of analysis is the household, but the overlap between the two units is significant 

enough for it not to cause any problems for our analysis. 

As of 2015, participant families receive monthly transfers of 22 500 CRC (42 USD) if the 

child is in the first three years of secundaria, and 35 000 CRC (65 USD) for the last three years, 

which is a higher lowest sum but a lower higher sum than what has previously been the case. The 

transfer is conditioned upon the student attending at least 80% of classes, and that the student 

does not have to repeat the school level more than twice. The school monitors the student’s 

attendance and performances, and report back to Avancemos to verify compliance. The transfer is 

made to a special card, which the family may then use to take out the money in cash from ATMs 

all over the country (CEPAL, 2016a; Hernández Romero, 2016:11-17). 

In 2014, Avancemos covered 44 640 households containing just over 174 000 individuals, 

constituting 3.5% of the total population of Costa Rica. This coverage was slightly higher than 

the expected coverage of 160 000 individuals (CEPAL, 2016a). The coverage of 174 000 

individuals means that approximately 40% of all students in secundaria were beneficiaries of the 

program (Hernández Romero, 2016:6). 

The Costa Rican dataset contains 1425 households, compromising 6229 individuals. 386 of 

these households participate in Avancemos, giving the program 27.1% household take-up rate in 
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the sample. The individual take-up rate, meaning the share of individuals living in households 

that receive benefits from the CCT, is 29.3%. Only 12 households, or 0.8% of households, 

receive remittances, which is an incredibly low number considering that remittances make up 

1.2% of Costa Rica’s GDP, which very close to the 1.3% average for Latin American developing 

countries (World Bank, 2016). The dataset contains 214 households with an educated adult, and 

these households in turn cover 980 individuals. 46 of these educated households participate in the 

CCT program, making the household take-up rate for the educated sample 21.5% and the 

individual take-up rate 22.0%. Among the educated households, only three receive remittances, 

making the remittance rate 1.4%.  

 

4.2.Mexico 

The Mexican Oportunidades
1
 program is likely to be the most researched CCT program in the 

world. When it was initiated in 1997, under the name Progresa, the selection process was limited 

to rural regions and completely random, which allowed for the results to be rigorously tested 

(Banarjee and Duflo, 2011:79). The program was considered a success, and in 2002 it changed 

named to Oportunidades and expanded to urban and semi-urban areas. The program targets poor 

households, and consists of several components relating to education, health, and nutrition 

(CEPAL, 2016c). 

The size of the transfer relating to the educative aspects of the program varies depending on 

how far in the education system the student has come, and the gender of the student. From its 

minimum sum of 175 MXN (13 USD), the size of the transfer increases for every additional year 

of schooling, and is higher if the student is female. The maximum sum of the education transfer is 

1 350 MXN (101 USD). In addition to the bimonthly education transfer, recipients may once or 

twice a year receive a grant of 350-440 MXN (26-33 USD) to cover school supplies. 

Furthermore, students finishing high school before the age of 22 may receive an additional 

transfer of 4 890 MXN (368 USD) upon graduation. The education transfer is conditioned on an 

85% school attendance, and the payment is transferred to the bank account of the mother of the 

recipient household (ibid). 

                                                 
1
 Since 2014, Oportunidades has changed name to Prospera. 
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In 2014, the entire Oportunidades program had over 6 million recipient households, reaching 

over 28 million recipients, almost a fourth of the population (ibid). It is not possible to determine 

how many of these households were recipients of the education component of the program. 

The Mexican dataset is by far the largest, containing 18 000 households with 88094 

individuals. Of these, 4457 households participate in Oportunidades, creating a household take-

up rate of 24.8% and an individual rate of 27.9%. 795 households in the dataset receive 

remittances, leaving the remittance rate at 4.4%. The relatively high remittance rate is expected, 

as remittances make up 1.9% of Mexico’s GDP, which is high for a developing Latin American 

country. Almost all households in the sample – 17128 – are defined as educated, and 84834 

individuals live in these households. 4237 of these educated households participate in the CCT, 

and the take-up rates are 24.7% for households and 26.7% for individuals. Remittances are 

received by 743 educated households, and the remittance rate is 4.3%. 

 

4.3.Panama 

Panama’s Red de Oportunidades program was initiated in 2006, and targets extremely poor 

households in the country. At first, it only targeted those districts with the highest incidence of 

extreme poverty, but by the end of 2008, 95% of the country’s localities were covered (CEPAL, 

2016b). Because the national household survey this study is based on is made in 2008, the 

following description of the program will be a description of the situation in 2008. As 2008 was 

only the third year of the program’s existence, there could be some problems as the program was 

still, in some ways, in its initiation phase. However, in 2008 the program was sufficiently 

established so as to cover most of the country, and the household coverage was roughly the same 

in 2013 as it was in 2008, which indicates that the program was indeed fully expanded already in 

2008. 

In 2008, the transfer amounted to 50 PAB (50 USD), and was made bimonthly by sending 

cash with the postal service. The condition for participation was the school enrolment of children 

aged 4 to 17, and a minimum attendance level of 80%, but as of 2008, a working information 

system to monitor compliance had yet to be implemented (Arraiz and Rozo, 2011:4-5). Just 

above 70 000 households, consisting of almost 400 000 individuals or 11% of the population, 

were covered by the program in 2008 (CEPAL, 2016b). 
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In the dataset for Panama, 3686 households are included, containing 19113 individuals. Of 

these households, 424 receive transfers from Red de Oportunidades, making the household take-

up rate of this sample 11.5% and the individual take-up rate 15.5%. 41 households, 1.1% of the 

sample, receive remittances. Panama’s general remittance rate is 1% of GDP, slightly below the 

average for developing countries in Latin America (World Bank, 2016). 2019 of the households 

contain an educated adult, and these households together contain 9865 individuals. Only 47 of 

these household participate in Red de Oportunidades, and 34 receive remittances. The take-up 

rates for the educated households are 2.3% for households and 3.9% for individuals, and the 

remittance rate is 1.7%. 

 

4.4.Uruguay 

The Uruguayan Asignaciones Familiares program was originally initiated in 1942, but did not 

become a CCT until 2008. It aims to reduce drop-out rates, especially in secondary school where 

they are most common, and targets poor families with children younger than 18. Households 

receive a monthly transfer of 940 UYU (50 USD) for the first child in primary school, and of 

1 343 UYU (71 USD) for the first child under 18 in secondary school. The household receives 

transfers for up to seven school-aged children. The transfer is conditioned upon the school 

enrolment and attendance of children aged 6 to 18, but no required attendance level is specified. 

In 2012, which is the latest year for which there is available statistics, the program covered 

approximately 132 000 households compromising 528 000 individuals, more than 15% of the 

Uruguayan population (Amarante et al, 2010:212-214; CEPAL, 2016d). 

1904 households and 9044 individuals are included in the Uruguayan dataset. 1352 of these 

receive transfers from Asignaciones Familiares, leading Uruguay to have the highest take-up 

rates of the cases in this study at 71.0% for households and 74.6% for individuals. These high 

take-up rates are contrasted by a very low remittance rate of 0.4%, as only eight households 

receive remittances. This is not very surprising, as remittances are very uncommon in Uruguay, 

compromising no more than 0.2% of the country’s GDP (World Bank, 2016). 143 of the 

households contain an educated adult, and 684 individuals live in these households. Of these, 82 

households participate in the CCT program, making the take-up rates 57.3% for households and 

60.8% for individuals. Only one educated household in the sample receives remittance, which 

makes the remittance rate 0.7%. 
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5. Regression results. 

Table 1 shows the first sets of regressions, run with a binary remittance-variable. 

Table 1: Regressions with a binary remittance variable. 

             Costa Rica         Mexico          Panama        Uruguay    

                cct              cct             cct            cct    

                                                                          

rem              0             -1.060***           0          -0.653    

                (.)            (0.372)            (.)         (0.740)    

 

interaction      0              0.543              0             0    

                (.)            (0.383)            (.)           (.)    

 

rural          0.324**         1.052***         0.325***         0    

               (0.126)        (0.0398)         (0.111)          (.)    

 

vehicle        -0.292**        -0.549***       -4.182***       0.0552    

               (0.144)        (0.0415)         (1.009)        (0.106)    

 

labinc      -0.00000189**    -0.000297***    -0.0104***   -0.0000702*** 

           (0.000000819)     (0.0000175)    (0.000754)     (0.0000140)    

 

_cons        -0.878***       -0.796***       -1.067***        1.230*** 

             (0.107)         (0.0420)        (0.0909)        (0.0939)    

N              1413           18000            3645            1903    

Standard errors in parentheses 

* p<0.10, ** p<0.05, *** p<0.01 

 

Only two countries show coefficients for the correlation between remittances and participation in 

CCT programs. Both of these countries – Mexico and Uruguay – show a negative coefficient, 

meaning that reception of remittances is correlated with a lower likelihood of participating in a 

CCT program, but only the Mexican sample finds a statistical significant correlation, while the 

coefficient in Uruguay cannot be statistically separated from zero. For the other two countries, 

the coefficient has been omitted, and is shown as 0 with a missing standard deviation. The reason 

they are omitted is because there is no variance in the dependent variable when the independent 

variable equals 1; the dependent variable perfectly predicts the dependent variable as zero. In 

other words, none of the households receiving remittances participate in a CCT program, and 

therefore, Stata cannot estimate the correlation between remittances and participation in CCTs, as 

there is no variance upon which to base this estimate. 

The interaction term is only estimated for the Mexican case, where it is positive but not 

statistically significant, meaning that the difference in CCT participation between educated and 

uneducated households that receive remittances is not statistically significant. Its omission from 
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the Costa Rican and Panamanian cases has already been discussed; since the remittances variable 

is a perfect predictor, the interaction term also perfectly predicts the dependent variable, and is 

therefore excluded. In the Uruguayan case, there is only one household that is both educated and 

receives remittances, which means that this combination only has one observation in the sample, 

and thus there cannot be any variation in the dependent variable for the interaction term. 

However, unlike the Panamanian and Costa Rican cases, the perfect prediction is positive in the 

Uruguayan case, meaning that the educated household that receives remittances also participates 

in the CCT program.  

For the variable separating rural and urban households, there is also an omitted variable in the 

case of Uruguay. The reason for this is quite simple: all households in the Uruguayan sample are 

urban. Because there is no variance in the independent variable, no regression estimate can be 

made for this variable. The other cases all show positive and statistically significant correlations 

between rurality and participation in CCT, meaning that rural households are more likely to 

participate than urban households. 

Owning a vehicle, on the other hand, is negatively correlated with participation in a CCT 

program in Costa Rica, Mexico, and Panama, and the correlation is statistically significant. In 

Uruguay, the coefficient is positive, but it is not statistically significant. Lastly, the coefficient for 

labour income is negative and statistically significant for all cases, meaning that households with 

higher labour income are less likely to participate than those with lower income. The coefficients 

for this variable are quite small, but it should be remember that the coefficient only captures the 

effect of a single unit increase in labour income. As it is logical that a single unit more does not 

have an especially large effect on the behaviour of households, the small coefficients are not 

surprising. 

Table 2 shows the second set of regressions, measuring remittances as a continuous variable. 
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Table 2: Regressions with continuous remittance variable. 

             Costa Rica          Mexico         Panama       Uruguay    

                cct               cct            cct           cct    

                                                                         

rem              0             -0.00234**         0        -0.000174    

                (.)            (0.000910)        (.)       (0.000332)    

 

interaction      0              0.00175*          0             0    

                (.)            (0.000915)        (.)           (.)    

 

rural           0.324**         1.043***        0.325***        0    

                (0.126)        (0.0397)         (0.111)        (.)    

 

vehicle         -0.292**        -0.550***      -4.182***      0.0562    

                (0.144)        (0.0415)        (1.009)        (0.106)    

 

labinc      -0.00000189**    -0.000299***    -0.0104***   -0.0000704*** 

            (0.000000819)    (0.0000175)     (0.000754)    (0.0000140)    

 

_cons         -0.878***       -0.795***       -1.067***       1.228*** 

               (0.107)        (0.0419)        (0.0909)        (0.0938)    

N                1413           18000            3645            1903    

Standard errors in parentheses 

* p<0.10, ** p<0.05, *** p<0.01 

 

Once again, the remittance coefficients for Costa Rica and Panama are omitted, for the same 

reason as before, and once again, the correlation between remittances and participation in CCT 

programs is negative for both Mexico and Uruguay, but only statistically significant in the 

Mexican case. As the remittance variable now measures the value of the remittances, the negative 

coefficient means that the higher the value of the remittances, the lower the likelihood of 

participation in a CCT program. The interaction term in the Mexican case has become 

statistically significant at a 90% significance level, but this is generally too weak to be considered 

an established significance, and the variable can still not be confidently separated from zero. For 

the other variables, which have not changed from the first set of regressions, all effects and 

statistical significances are the same as in Table 1. 
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6. Analysis 

The first hypothesis of this study was that the reception of remittances reduces the likelihood that 

the household participate in the CCT program. Based on the Mexican case, there seems to be 

empirical support for this hypothesis. Although it is not possible to say anything about the 

strength of the effect, as the coefficients from the logit regression cannot be directly interpreted, 

there is a negative correlation that is strongly statistically significant, indicating that on a 99% 

confidence level, there is a negative correlation that is separated from zero.  

Unfortunately, the other countries included in this study do not contribute much to either 

strengthening or weakening the support generated by the Mexican sample. In Uruguay, there is a 

negative correlation, but it is not statistically significant, and the effect is therefore not 

sufficiently established. The lack of statistical significant is likely due to the low amount of 

households receiving remittances in the sample; only eight households receive remittances, which 

is way too few to establish a statistical correlation. Similarly, the cases of Panama and Costa Rica 

cannot be used for statistical analysis, as there is no variation in the dependent variable for 

remittance-receiving households, which is probably also due to small numbers of household 

receiving remittances. However, it should be noted that none of the households in the samples 

from Panama and Costa Rica that do receive remittances participate in a CCT program, which is 

in accordance with the first hypothesis of this study. 

As has been discussed earlier in this thesis, there is no way to control for the direction of 

causality in this study. While the correlation between reception of remittances and participation 

in CCTs is the one predicted by the hypothesis, it is not certain that the correlation exists because 

reception of remittances reduces the likelihood of participation. Rather, it may be that 

participation in a CCT program reduces the likelihood of receiving remittances, which is the 

connection between social assistance and private transfers that other researchers have suggested 

(e.g. Coate, 1995; Lucas, 2005:153). While this possibility cannot be ruled out, arguments for 

why the direction of causality is likely to go in the direction predicted in this thesis has been 

given earlier, and the results of the first set of regressions can be interpreted as providing some 

cautious support for the first hypothesis. 

The second hypothesis stipulates that the likelihood of participation in a CCT program should 

be lower the higher the value of the received remittances. Based on the second set of regressions, 

which includes the value of the received remittances, this hypothesis seems to be supported. 
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However, just as with regards to the first hypothesis, the support must be considered cautious, 

given that three of the four cases cannot be used to support it due to lacking data. Once again, the 

support is entirely carried by the Mexican case, which does show a negative and statistically 

significant correlation between the size of the remittance and participation in the CCT program. 

The issue of the direction of causality, which was discussed in relation to the analysis of the first 

hypothesis and earlier in the thesis, is relevant for this hypothesis as well. 

The third hypothesis, predicting that the reception of remittances should have be positively 

correlated with CCT participation in households with an educated adult, is not supported by this 

study. Once again, the Mexican case is the only case where the data is satisfying enough to offer 

a basis from which to draw conclusions, and it is the only case for which the coefficient of the 

interaction term is presented. While the interaction term is positive both for the binary and 

continuous regressions, which would indicate that educated households that receive remittances 

are more likely than uneducated households that receive remittances to participate in the CCT 

program, the coefficient is not statistically significant, which means that it is not possible to 

establish a difference between educated and uneducated households. Thus, it seems that educated 

households are affected by the reception of remittances in the same negative way uneducated 

households are. The reason educated households do not seem to escape the effect of remittances 

may be because of the definition of “educated” in this study; if the threshold for education were 

to be set higher, for example at a tertiary degree, it is possible that there would have been a 

difference in the effect of remittances. Another possibility is that the negative correlation for 

educated household is due to CCTs crowding out remittances, as previous research on general 

social assistance has suggested, rather than the remittances affecting the decision to participate in 

the CCT. 

Looking at the control variables in the study, there are both expected and surprising results. 

The negative and statistically significant effect of labour income on participation in CCT is 

consistent with previous research, which have found that richer households are less likely to 

participate in CCT programs for a variety reasons (Coady and Parker, 2005; Heckman and Smith, 

2003; Micklewright, Coudouel, and Marnie, 2004). Also consistent with previous research is the 

finding that rural households are more likely to participate in CCT programs, although the effect 

is not statistically significant in the samples of educated households in Costa Rica and Panama. 

The higher likelihood of participation of rural households may be due to CCT programs often 
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being directed mainly towards rural localities, providing them with more encouragement to 

participate than urban residents (Micklewright, Coudouel, and Marnie, 2004). 

The surprising result is the negative effect of owning a vehicle, which is contrary to previous 

research that has found car ownership to increase the probability of participation in a CCT 

program (Coady and Parker, 2005). This finding, although surprising, falls outside the main focus 

of this study, and will therefore not be discussed at length. A possible explanation for this 

negative effect may be that vehicle owners are perceived as better off than their vehicle-lacking 

peers, making them more likely to be wrongfully excluded from CCT programs, or leading them 

to believe that they are not eligible in the first place. It should also be noted that the only country 

for which the coefficient is not statistically separated from zero, i.e. the only country where there 

seems to be no correlation between vehicle ownership and CCT participation, is Uruguay, where 

all households live in urban areas, where vehicles are not as important due to shorter distances 

and better availability of public transport. 

Before moving on to the concluding remarks, it is worth noting that the main obstacle to 

establishing support for the hypotheses proposed in this study lies in the low number of 

households receiving remittances, which begs the question of why this number is so low. There 

are two possible explanations for this. The first is that the additional income of remittances 

improves the well-being and economic situations of the receiving households so much that they 

pass the poverty line, and thus are no longer eligible for support through CCT programs and 

excluded from the datasets used in this study.  

The second explanation has been briefly mentioned earlier, and concerns underreporting of 

income from remittances. It is possible that households receiving support from the government 

lie to the government officials conducting the household surveys because they fear they will lose 

access to government support if they receive remittances from abroad. If this is correct, that 

would mean that this study overestimates the negative correlation between remittances and 

participation in CCTs, and that in reality, the correlation appears because participating 

households are reluctant to admit to receiving remittances. In addition to the lack of data, this risk 

of underreporting is a main reason to remain cautious when interpreting the results of this study, 

and avoid making firm statements based on its conclusions. 
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7. Conclusions 

The purpose of this study was to examine the relationship between reception of remittances and 

participation in CCT programs, hypothesising that the extra income from remittances reduces the 

likelihood of CCT participation by reducing the marginal benefit of the cash transfer, and by 

raising the opportunity cost. Logit regressions on data from national household surveys from four 

Latin American countries give cautious support to this hypothesis, as well as to the prediction 

that the larger the sum of the remittances, the lower the likelihood of CCT participation. The last 

hypothesis of the study, which suggests that educated households’ likelihood of participation in 

CCT programs are positively correlated with the reception of remittances, is not supported by the 

study. 

The ability to draw firm conclusions based on the study is restricted because of a lack of 

households receiving remittances in the data. Furthermore, the ability is reduced even further 

because of the risk of underreporting of remittances. This problem cannot be amended by this 

study, but is something to consider for future research. Large scale surveys conducted by 

independent researchers, without governmental connection, can improve the reliability of future 

studies by reducing the risk of underreporting, and provide larger household samples with a 

higher occurrence of reception of remittances.  

Another avenue for future research is to look deeper into institutional differences between 

countries, and their importance for different relationships. While this study has attempted to do 

so, the lacking data in three of the four cases has restricted this potential, and the study is heavily 

reliant on the single case of Mexico in its cautious conclusions. If better data can be secured, 

future research could expand the study and conduct proper statistical analyses of other country 

cases, which would improve the understanding of the relationship between remittances and CCT 

participation in different country contexts. 

Finally, although the study finds some support for the hypothesised correlations, no attempt is 

made to investigate and verify the direction of causality and the causal mechanisms behind the 

correlation. This would also be an area for future research, and advantageously, more specific 

questions relating to the reasons households’ do or do not participate in CCT programs could be 

incorporated in the above mentioned independent surveys. 
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