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Introduction

The International Migration Policy Programme (IMP)
 has, over the past few years, facilitated several major regional migration policy gatherings
 where the topic of migrant remittances was raised by governments and international experts in the context of discussions on international migration, and more specifically, on the migration-development nexus.
  The questions posed in these discussions relate to the contributions that migrant remittances can make to the economic and social development of their home countries.  This paper will highlight country of origin experiences with remittances as expressed by participants at IMP events and explore and contextualise the outcomes of these discussions in light of contemporary research findings.  

Generally speaking, governments participating at IMP consultations have reached the following conclusions: 1) remittances have a positive effect on the economies and development prospects of countries of origin; 2) governments should proactively encourage remitting behaviour by establishing targeted incentive schemes and improving financial infrastructures and macro-economic environments, and 3) governments should seek to enhance the developmental impact of remittances by adopting  effective policy tools and strategies.  In their discussions, governments also expressed some concerns about remittances.  They related primarily to: 1) the continuing use of informal channels to transfer funds and the resulting loss of developmental value as compared to that of remittances transferred through formal channels, and 2) the paucity of reliable data on actual remittance flows to their countries and need for further research on the developmental impacts of remittances. Two related issues raised by governments concern the poor working conditions and lack of basic human rights and labour standards protections of migrant workers abroad and  the effects of the exodus of skilled labour from their countries, i.e. “brain drain”.  As to this last concern, governments nevertheless have pointed to remittances as one method of countering the negative impacts of “brain drain” because remittances constitute a reinvestment by migrants in their home communities.  

This paper draws on the above enumerated conclusions to suggest a framework for future policy action in the area of migrant remittances. In this context, several government initiatives and experiments with remittance incentive schemes are discussed.   

1.
Contextualising Remittances

1.1.
Remittances and Migration

International migration is becoming a central feature of globalisation and has emerged as a major factor in international relations. With classical distinctions between origin, transit and receiving countries becoming blurred, the transnational phenomenon of migration now affects more and more individuals, communities, countries and regions all over the world, and presents some of the most complex interrelationships of policy concerns for governments.  Global estimates put the number of people currently residing outside of their country of birth at roughly 175 million persons, more than twice the number a generation ago.  Thus, today, migrants make up roughly 3% of the world population, or 1 in every 35 persons.
  The United Nations and other expert bodies predict that the trend towards ever increasing mobility will continue unabated in the foreseeable future.     

Over the last years, international migratory movements have been intensifying despite the current economic slowdown and increased efforts of governments to tighten control over their borders.  To a large extent, this trend is a reflection of widening income inequalities and the growth in employment-related migration caused by labour shortages in the service sector (notably in domestic services and the health care sectors), the construction industry and in the agricultural sectors of many migrant destination countries. In addition, new forms of migration have emerged that are associated with the rapid expansion of information technologies, such as the increased mobility of students, mobility by cross border workers or service providers, professional staff transfers and other categories of skilled labour migration.
 Refugees and asylum seekers also constitute a significant dimension of global migration today.  Lastly, irregular migration, which has increased significantly in response to the tightening of national borders, presents many interrelated policy concerns for governments and contributes to the complexity of the global migration landscape.  Taken together, these different forms of mobility constitute the basis of migrants’ remittance transfers from host to home countries.     

Against this backdrop, remittances have become an increasingly important source of financial flows to developing regions. As stated by one expert at a recent IMP event in the Caribbean, “a logical consequence of the migration of workers is a reverse flow of remittances to support dependent relatives, repayment of loans, investment and other purposes.”
 IOM estimates that the total value of remittances world-wide may exceed 100 billion USD per year, with up to 60% going to developing countries.
  This figure far exceeds official development assistance to developing countries and does not even reflect amounts transferred through informal channels which according to some experts may put the actual figure at twice the amount.
   

1.2.
Remittances and Development
In light of the increasing global importance of migration, governments and other concerned actors are becoming more and more interested in finding ways of harnessing the development potential of migration as a way of addressing the developmental needs of poorer countries.  Resourcing the diasporas of countries of origin to enhance economic development has thus become a staple feature of IMP consultations on international migration.  The focus on remittances is justified because certain characteristics of remittance flows such as their sheer volume, stable growth over time, and anti-cyclical nature tend to indicate that they hold tremendous promise as a source of external development finance.  To be sure, the interest in remittances is also a reflection of the reality that developing countries sorely need foreign exchange to bolster hard currency reserves, finance imports, and enhance the abilities of banks to finance loans, etc.  As a result, governments have generally asked two questions at IMP meetings: 1) how can we increase remittance flows to our countries?, and 2) what strategies should we adopt to maximise their developmental impact?

The answers to these two questions will necessarily involve some degree of overlap.  Nevertheless, it is clear that any approach taken will have to reflect an understanding of the interests and objectives of all the stakeholders involved in the remittance process, including migrant remitters and their families in home countries, governmental and financial institutions, civil society organisations, et alia. 

2.
Why Are Remittances Relevant ?

2.1.
Definitions

Remittances are “the portion of international migrant workers’ earnings sent back from the country of employment to the country of origin.”
  Central Banks record official flows of remittances as part of their Balance of Payment statistics, which are then reported to the International Monetary Fund (IMF).  Depending on the exact definition adopted, remittances are usually calculated as the combined value of “worker remittances” and “labour income” (or “compensation of employees”) for migrants working abroad for either more or less than one year. “Migrant transfers” in the form of other flows of goods or financial assets are sometimes added, as well, but not all countries report on all three categories.
  According to the Balance of Payment Statistics of the IMF, workers’ remittances are goods and financial instruments transferred by migrants, who reside and work abroad in a given country for more than one year.  However, financial investments into personal accounts that are held with a bank located abroad are not classified as transfers and major methodological problems regarding the measurement of remittances remain due to differences in the national reporting systems.

Broadly speaking, remittances reflect the monetary dimension in the complex web of linkages that exist between migrant diasporas and their home countries.
 However, in many ways, remittances are more than periodic financial transfers by better-off family members who have migrated abroad.  Remittances have social dimensions as well which go beyond individual or entirely altruistic decisions to migrate and often form part of family-based decisions to diversify available income sources or secure additional funds for investment.
 As such, remittances can also be described as the outcome of a contractual arrangement between family members, or as a “form of co-insurance payments which arise from an implicit contract between the individual migrant and his family.”
 

2.2.
Measuring Remittance Flows: Volume, Growth and Stability

The exact amount of remittances transfers world-wide remains difficult to calculate with certainty because of differences in national reporting practices and definitions as noted above.  In addition, migrants often resort to informal channels to transfer funds in order to avoid financial and other costs associated with more formalised arrangements.  It should therefore be kept in mind that any accounting of global flows will not capture those informal transfers which, according to some experts are very substantial.  Nevertheless, it can be said with a fair degree of certainty that flows of remittances have been rising steadily in the past decades in tandem with rising migrant flows and that the amounts involved are very substantial. According to the ILO, the total value of remittances amounted to less than 2 billion USD in 1970.  Today, the World Bank estimates that the flow of remittances to developing countries alone stands at 72.3 billion USD.
 Moreover, for most of the 1990s, remittance receipts exceeded official development assistance
 and the gap between ODA and remittance flows is widening since ODA has been falling steadily, while remittance flows are increasing.
     

Some of the biggest receivers of remittances
  in 2002 were India (USD 11.5 billion), Mexico (USD 6.5 billion), Philippines (USD 6.4billion), Egypt (USD 3.7 billion) and Morocco (USD 3.3 billion).  If calculated as a share of GDP, lower middle-income, and low-income countries were the biggest recipients with remittances constituting on average almost 2% of GDP.  Regionally speaking South East Asia and sub-Saharan Africa were significant recipients of remittances relative to size of GDP.
  

In terms of geographical variations in remittance flows, some regions have increased their share of global remittances while others have suffered.  For instance, in 1980 sub-Saharan Africa was receiving some 8% of global remittances.  By 1999 its share had declined to 4%.
  During the same period South Asia’s share decreased from 34% to 24%.
   Eastern Europe, Central Asia, South and Central America and the Caribbean however increased their total share.
         

Gammeltoft (2002) has found that a number of developing countries rely much more heavily on remittances than on aid.  In terms of the relationship between the two forms of inflows he cites to the following examples: 39:1 in Turkey; 34:1 in Mexico; 24:1 in Costa Rica; 15:1 in Jamaica; 8:1 in the Philippines; 7:1 in Nigeria; 6:1 in India; 5:1 in Tunisia; and 4:1 in Lesotho.   By contrast, most sub-Saharan countries are highly dependent on aid.   

Chart:
Distribution of global remittances received by region between 1999 and 2002 
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Source: World Bank Global Development Finance 2003 (IMF and World Bank Data)

As can be seen from the Table below, remittances represent a large share of the export of goods and services in major remittance receiving countries and increased their total amounts during the 1990s in all but two of the cases. 

Table:
Workers’ Remittances for selected Countries: 1990 and 1999

	Country
	Total amount in millions of US$

1990
	Total amount in millions of US$

1999
	As percentage of export of goods and services 1990
	As percentage of export of goods and services 1999

	India
	2352
	11002
	10.3
	21.2

	Mexico
	2492
	5909
	5.1
	4.0

	Turkey
	3246
	4529
	15.4
	9.9

	Egypt
	4284
	3235
	43.3
	22

	Morocco
	2006
	1938
	32.2
	18.2

	Bangladesh
	779
	1797
	37.7
	28.8

	Nigeria
	10
	1301
	0.1
	9.4

	Jordan
	499
	1664
	19.9
	47.1

	El Salvador
	358
	1374
	36.7
	43.8

	Dominican Republic
	315
	1519
	17.2
	19.0


Source: UNCTAD Handbook on Statistics 2001

Many small island states have sizeable inflows and actually receive the largest amounts of remittances when calculated per capita. According to a case-study of Tonga and Western Samoa, the flows of remittances were “at least three times as large as total export earnings, making labour the most important export” and allowing the residents of these two island states “a higher standard of living than would have been possible in the absence of remittances.”
 Similar evidence has been coming from research carried out in the Caribbean, where remittances have been found to be “extremely important to the subsistence of the low-income sectors” and effectively supplementing incomes as well as facilitating labour market insertion.
 

In addition to the sheer volume of global remittance flows and the fact that these flows are increasing steadily in tandem with growing international migration and improved financial transfer technologies, remittance flows display another interesting characteristic, namely, their “counter-cyclical” nature.  In other words, remittance flows, appear to be less vulnerable to economic up and downturns than other sources of external funding to developing countries such as foreign direct investment or even official development assistance.  A recent World Bank report provides the following cogent analysis: “Remittances were one of the least volatile sources of foreign exchange earnings for developing countries in the 1990s.  While capital flows tend to rise during favorable economic cycles and fall in bad times, remittances appear to react less violently and show remarkable stability over time.  For example, remittances to developing countries continued to rise steadily in 1998-2001 when private capital flows declined in the wake of the Asian financial crisis.  Even the more stable components of capital flows—FDI and official flows—declined in 2000-2001, while remittances have continued to rise. … Even when the purpose behind remittances is investment, remittances are less likely to suffer the sharp withdrawal or euphoric surges that characterise portfolio flows to emerging markets.  Overseas residents are more likely to continue to invest in their home country despite economic adversity than are foreign investors, an effect that is similar to the home-bias in investment (World Bank 2001).”
  

Taken together, the characteristics outlined above, i.e. volume, growth and stability, underscore governmental efforts—as expressed in IMP consultations and in other fora—to explore strategies geared towards increasing remittance flows and enhancing their development impact in countries of origin.       

3.
Debating the Impact of Remittances

3.1.
Regional Experiences: Africa, the Caribbean and Asia
In Sub-saharan Africa many rural and urban households supplement their income by way of remittances. In many countries an increasing number of village associations and other social development initiatives were attributed to the positive impact of migrant remittances. Evidence from West Africa, but also from countries of the Maghreb region indicate that sizeable portions of remittances are allocated for investment in agricultural land, equipment and small-scale businesses. Household surveys in Burkina Faso indicate that migrant transfers successfully improved rural household income levels and helped to reduce the incidence of urban poverty.
  The West African experience even suggests that remittances have been used to substitute the labour of absent (migrant) family members with that of (hired) domestic labour, financed with additional cash-income provided through the transfers. In many instances, remittances made investments in farming possible by financing irrigation and other agricultural inputs.
 In the SADC region, small land-locked countries, such as Lesotho, where remittances are estimated to represent some 50% of GDP, also exemplify the major contributions of remittances to the national economies of the sub-region.  Studies show that many southern African migrants who work under very difficult circumstances in the South African mining industry, support an average of seven people with their remittances.
 

Moreover, through a combination of modern communication methods and traditional trust-based arrangements for commercial transactions, migrants from many African countries have actually developed innovative transfer arrangements, such as Kara International Exchange from Senegal. As a result, formal transfer institutions have responded with the conclusion of agency agreements between private money sending companies, commercial banks and the postal network.
 Increasingly, therefore, African governments recognise the need to support these collective and dynamic initiatives by fostering migrants’ role as development partners through a systematic dialogue between migrants and the authorities of host and origin countries. By and large, regional policy-makers agree that the mobilisation of migrants’ remittances and the use for investment purposes can only succeed with the participation of the migrants themselves, which will, however, require, inter alia, the provision of targeted investment opportunities and migrant-specific business counselling. 

In Latin America and the Caribbean, a host of research exists to support both positive as well as some more critical assessments of the developmental impact of remittances.  Most research  seems to link the development impacts of remittances to the transfer methods used.  For instance, the involvement of regulated financial institutions, and “the extent to which government involvement facilitated less expensive transfers”
 were found to have an impact.  Reflecting the advent of new electronic banking products, greater efficiency and competition within the transfer markets as well as heightened attention by national Central Banks, remittances to Latin America have grown rapidly during the last decade.  Representative findings from a sample survey of 2002 point to an increasing formalisation of the remittance business originating from the US to Latin America, as remitters showed a remarkable openness towards new transfer mechanisms, such as those involving automated teller machines (ATMs), once these offered secure, reliable and convenient innovations to both senders and recipients.  However, the survey also revealed that many senders continued to be sceptical of commercial banks and often were surprisingly unaware of the actual costs involved, thus preferring to use the much more expensive private money-transfer services.
  

Against this background, a major research project of the Inter-American Dialogue and the Tomas Rivera Policy Institute recently examined the role of remittances that were sent by Latino communities of the United States of America to their respective countries of origin. Findings for Colombia, the Dominican Republic, El Salvador, Guatemala and Mexico confirm an average growth in remittance flows of 26% since the 1980s and identify several consequences:

· The transfer of remittances has attracted new businesses;

· New actors are experimenting with innovative approaches to leverage remittances;

· Migrant hometown associations play a growing role in pooling contributions;

· Immigrants to the United States of America fuel the global remittance market.

Equally, evidence from research in Jamaica indicated that remittances play an important role in business operations.
 Similar experiences can be cited for the Dominican Republic, where nearly 90% of Dominican business owners
 used transfers to kick-start their establishments. Yet, in this case “research finds that remittances have had both positive and negative effects, providing discretionary income, middle-class consumption, investment in land and cattle, increased local commerce, and contributions to the balance of payments and job creation.  They also have led to a disparity between recipients and nonrecipients, to decreased food supplies because of reduced agricultural production, to rising prices, and to a vulnerable economy.”
 

In Asia, international migration and remittances have recently been characterised as “an emerging opportunity for the socio-economic development” of the region.
 The UN ESCAP secretariat commissioned several studies to analyse the experiences of Bangladesh, India, Pakistan, the Philippines, the Republic of Korea and Thailand during the early 80s.
 The case studies revealed that the massive influx of remittances supported an increase in output growth, helped to ease foreign exchange shortages and to reduce constraints on Balance of Payments. The survey of the six countries found no greater propensity to import goods or to engage in the speculative purchase of land. On the contrary, while consumption levels did augment due to the flow of remittances, so did savings and investments. However, the findings did point to the possibility of reduced agricultural output and increased inflationary pressures, whenever the returns from remittances did exceed the benefits from agricultural production and the growth in consumption was not met with improvements in the domestic productive capacity.
 Nevertheless, results from sociological research on families receiving remittances from abroad in the Philippines, Bangladesh and Thailand indicate the greater likelihood of using these resources not only for housing, land purchase and consumption, but for savings and loan repayments.
 

In Central Asia migrant remittances represent a relatively new source of capital.  Also, these countries still lack empirical research findings on remittances. Nevertheless an increasing number of governments participating in IMP consultations have voiced interest in devising strategies to foster remittance inflows.
  Kazakhstan has recently taken the initiative to simplify existing transfer mechanisms by eliminating third party fees and establishing foreign-exchange saving accounts through use of the postal finance network.
  However, both governments and migrants in many regions have identified the lack of competition in this important business sector as a major impediment to an optimised transfer of migrant remittances through formal channels.  At the IMP Follow-Up Consultations to the International Migration Policy Conference for Central Asia, The Caucasus and Neighbouring States, participating governments “recognised the value of remittances in the development of national economies” but “expressed concern for the loss of remittances due to informal routing channels...” 
 

4.
Future Challenges

4.1.
Reflections on the IMP Experience

The regional experiences discussed above underscore the general attitudes of governments participating at IMP consultations, namely that remittances have positive net effects on the economic and social development of their countries. One expert summarised it in the following manner at a recent IMP meeting in the Caribbean region: “Remittances contribute to real income, investment and consumption of [developing] countries.  They provide a safety net for many poor families who treat migration as a strategy to address unemployment and loss of earnings at home.  The saved remittances of migrants represent a pool of funds, which can be mobilised for the development of Caribbean countries.  Countries need to develop creative ways to utilise both the financial and human resources of the Diaspora.”
  At an IMP/IOM Seminar in Dakar (2001) the Government of Mali reported that the “financial interventions” of migrant workers constitute an essential contribution to national development.
  At the IMP Conference in Nairobi (2002), the Government of Sudan reported that  “[r]emittances from Sudanese working abroad have helped to raise the income available for consumption in the case of emigrants’ families inside and outside the country enabling them to meet their daily material requirements.”
  The Government of Sudan also stated that “the percentage of emigrant families who improved their dwellings (including building a new house) is much higher than that of families without migrant worker members” and that “[e]migrant earnings are very considerable and have increased foreign exchange receipts and imports but they have also formed a vehicle for capital flight and provided an opportunity for speculative profits.”  Most recently, at the IMP Follow-up Conference in Addis Ababa (2003), participant governments “stressed the need for effective remittance transfers targeted to the extent possible, towards development objectives in countries of origin and suggested that all stake-holders (governments, migrants and the private sector) be included in devising most effective strategies in this regard.”  

The conclusion that remittances should be encouraged raises the question of what strategies governments should adopt to enhance remitting behaviour on the part of the remitters and what policy tools governments should develop to better harness their development potential.  From the reports and conclusions of IMP gatherings, the consensus emerging among governments and international experts is that: 1) improvements in financial infrastructures of developing countries is central to increasing the volume of remittance flows; 2) granting migrants and their families back home better access to formal financial institutions increases the proportion of remittances flowing through official channels which in turn enhances the ability of governments to leverage remittances for development purposes; 3) pursuing sound macroeconomic policies which foster growth and development is necessary in order to create opportunities for remittance investments and migrant savings mobilisation 4) governments should redouble efforts to create incentive schemes to attract remittances, and 5) governments should elaborate legislative, regulatory and policy frameworks which enhance remittance flows and maximise developmental impacts and the effective co-ordination of these through government agencies.  

However, governments have also cautioned that any initiatives in this area will be hampered by the lack of data on remittance flows and impacts. In Africa the concern about reliable data is particularly pressing. For a significant number of sub-Saharan countries, reliable data on remittance flows is completely lacking. However, concern about reliable data is also felt in other regions.  For instance, in the Caribbean context experts called for increased study on remittances: “Our understanding of what motivates the portfolio choices of Caribbean migrants is extremely limited and the analysis is hindered by the paucity of information on the flow of remittances.  Countries may need to systematically improve the volume and accuracy of the information available to undertake the analysis, which would inform policy action in this area.”
 Secondly, developing countries point out that the emigration of skilled workers causes “brain drain” with deleterious effects on economic growth and development and that considerations of  “brain drain” must therefore be effectively addressed in the remittance debate. Thirdly, governments are increasingly concerned about the treatment of their migrant workers abroad and point to the pressing need for greater respect for basic human rights and internationally recognised labour standards on the part of host countries.   

4.2.
Financial Infrastructures 
The question of transfer technologies and financial infrastructures relates to the ability and willingness of remitters to use banking or other formal channels to remit funds to relatives at home, rather than informal methods.  The idea is straight forward: reliable and transparent remittance transactions increase the confidence of remitters in the success of the transaction and therefore the likelihood that remitters will use official channels to send their earnings.  The importance of using formal channels cannot be underestimated and indeed, as noted above, is one of the concerns raised most frequently by governments at IMP gatherings.  Specifically, the concern of governments relates to the loss in developmental value of the remittance when it is transferred through an informal channel. As noted by several experts at IMP consultations, funds that are transferred through, and deposited, in bank accounts are more likely to be used for purposes which have direct developmental impacts, such as savings and investments, by comparison to cash transfers which are more likely to be used for immediate consumption purposes.
 Formalised remittances also increase foreign exchange reserves which are critical for developing countries, and have multiplier effects in terms of the banking sector’s abilities to finance loans etc.  Moreover, the ability of a government to tap remittances for their development potential, for instance by securitising remittances, depends on them being channelled through banks. Hard currency hidden in mattresses constitutes a loss in all these respects. 

Notwithstanding these disadvantages as seen from the perspective of governments,  significant amounts of remittances continue to flow through informal channels although the actual volume of such flows is difficult to gauge.  There are a number of reasons for the continued use of informal transfer systems.  From the point of view of the remitter, technological gaps between sending and receiving countries, archaic banking practices on the receiving end, the absence of rural bank branch networks, prohibitive costs of remitting, inability to open bank accounts in host countries due to lack of identity documentation and/or lack of regular status, lack of confidence in official institutions, are all contributing factors.  Moreover, Informal Money Transfer Systems have been able to offer low transaction costs, speedy and relatively safe alternatives that have been described in a recent UN report as “the poor man’s private banking vehicle” and a “market response by economic agents who are constrained by the level of financial development and government policies.”
 The Hawalla system, used in the Horn of Africa, is one example often invoked in this context.
 The authors of the UN report estimate the annual turnover at 100-300 billion USD and stress the importance of trust and ethnic bonds in these unregulated arrangements with relatively modest commission fees that seldom exceed 1.25%. 

Despite an increasingly competitive remittance market, these informal systems have proven to maintain very important economic functions.  In addition, they seem to represent the most crisis-resistant part of many an emerging financial infrastructure.  UN commissioned research in Bangladesh and other ESCAP countries indicate that in many instances more than 40% of remittances are sent by unofficial means – mostly due to missing banking facilities and unfavourable exchange rate regimes.
  In many countries of Latin America, “[l]ong-ingrained habits and lack of knowledge; distrust of the banking system and, by extension, of formal agents; perceived and real needs for secrecy; desire to avoid formal records of the transaction because of lack of faith in the government; and the reduced cost of returning the money themselves or via family or friends – all these reasons explain the continued use of informal transfer channels.”

Considering the persisting importance of informal channels for remittances, governments on both the remitting and receiving ends should redouble efforts to encourage the use of formalised channels. A preliminary requirement is the existence of strong, transparent and reliable financial institutions, as well as extending the reach of banks and other financial service providers to rural and other underserved areas where many migrant families live.   

The relative success of the Cuban government in attracting a growing inflow of remittances from the US since the early 1990s, constitutes an interesting case example of how governmental reforms to monetary policies and the creation of viable and modern financial infrastructures can dramatically increase remittances flows. According to a recent study, “despite significant migration in the last four decades, the economic impact of remittances … remained limited for Cuba until very recently.  These flows are no longer insignificant. Indeed, today they comprise one of Cuba’s largest sources of foreign currency earnings, as important as the country’s export income and revenues.”
 The success of the Cuban government in attracting remittances can be attributed to a variety of factors mainly associated with Cuban governmental policy initiatives starting in 1993 which included  significant reforms to its banking system in parallel with monetary and forex regulation reforms. The purpose of banking reform was “to attract remittance flows by diversifying financial banking instruments and improving trans-national transfer mechanisms.”
  According to Barberia, the “net effect of these reforms has been to improve the banking and financial infrastructure to ensure that foreign currency transactions, including remittances, are rapid and transparent.”
 Additionally, Cuba signed bilateral agreements with partners in Europe, Latin America and the Caribbean to ease transfers via postal money orders. 

A recent study on Guyana
 underscores the idea that underdeveloped financial infrastructures limit remittance flows in significant ways.  Although Guyana has a very large diaspora, principally living in the United States, and although remittances constitute a very significant source of foreign exchange for the country, potential flows remain largely unexploited. The study points to the very high cost of sending money to Guyana resulting from a largely uncompetitive market as one major obstacle to increased remittance flows.  The report recommends strategies to “encourage the adoption of an international electronic deposit fund capability using interchange companies operating world-wide.”
 It also recommends “strategies to “attract recipients to banking institutions, thus lowering transaction costs, and also levelling the playing field with the other players in the money transfer industry.”

Research commissioned by the ILO indicates that influencing migrants’ choices regarding formal versus informal transfer channels will be one of the most rewarding policy instruments, since traditional attempts often paid surprisingly little attention to this area of intervention and also ignored important “institutional deficiencies” - e.g. overvalued exchange rates, lack of efficient banking facilities, restrictive foreign exchange practices or low rates of return - that limited their success right from the outset.” 

4.3.
Access to Formal Financial Institutions

Migrants often face particular challenges in accessing formal financial institutions. Host country regulations often impose cumbersome requirements relating to proof of identity and domicile which in many cases prevent migrants, even those with valid status, from opening bank accounts, or using wire transfer agencies to send remittances. Recent anti-terrorist and anti-money laundering legislation in the United States and many other countries in the developed world, enacted after September 11, 2001, has made migrant access to formal financial institutions more difficult.    

The Mexican Government’s initiative to issue identity documents through their consulates (‘matriculas consulares’) to enable Mexican immigrants in the US to open bank accounts has been particularly successful in boosting remittances.
 The consular identity card is gaining increasing recognition throughout the U.S. as a valid means of identification, and is consequently granting Mexican immigrants access to banks, and wire transfer agencies which were previously inaccessible to them.  Today, more than 100 cities, 900 police departments and 100 financial institutions and 13 states recognise the consular identity card.
 This initiative highlights the difficulties some migrants have in accessing formal financial institutions if their foreign identity documents are not recognised. This problem, is of course, particularly prevalent among irregular migrants, but may affect others also, who have regular status. According to the Pew Hispanic Centre, several other countries in central America are now also considering such identity card programmes.
 
4.4.
Macro-economic Environments

The economic environments of developing countries may pose obstacles to remittance transfers, for instance because of unstable political and financial systems and government policies imposing foreign exchange controls, import restrictions, et cetera.  In this context, participants at the IMP/IOM seminar in Dakar (2001) recognised the need for “providing an environment of domestic political, social and economic stability.”
  At the IMP Santo Domingo meeting for the Caribbean, the participating governments, “pointed to on-going obstacles to maximising the value of remittances including … the important loss of value of remittances once converted into local currencies.”
  In the African context the document on the Implementation and Follow-up to the Dakar Declaration (2000) highlights similar recommendations including the promotion “of economic and financial stability” as key to fostering migrant reinvestment in home countries.
    

While no single prescription for a relaxed trade or foreign-exchange regime can exist for all countries at all times, available evidence seems to support the crucial role of economic and political stability together with an efficient and flexible financial system that can increase the amount of remittances channelled through formal banking institutions by progressively closing the gap between official and black market exchange rates.
  In the end, the stability of the economy also seems paramount for the success of a national incentive system: “Under this condition, measures such as incentive schemes and foreign exchange premium may actually succeed in shifting remittances from the informal intermediaries to the regular banking system. (...)  Where such confidence has been eroded, however, remittances would largely end up in the hidden economy...where monetary policies have very limited scope for influencing behaviour.”
 By entering the banking system, these funds are thought to become more secure, earn interest and, indirectly, to make fresh money available for business loans and thereby stimulating economic activity.  Special remittance banks or community funds have been suggested by Caribbean government representatives to facilitate the transfer of funds, encourage savings and simultaneously invest in regional development projects or provide matching funds.

4.5.
Targeted Incentive Schemes
Governments in many regions have taken important initiatives over the past few years to address these challenges.  With a view to influencing the potential contribution of remittances, certain countries have followed a deliberate foreign employment strategy, whereby a regulated system of emigration has been promoted to ease labour market conditions and to subsequently secure flows of remittances. Further, through targeted incentives governments have tried to influence both the inflow and the way in which remittances are spent or to channel them into preferred economic activities. In many cases, this was attempted by policy measures aimed at reducing the costs of importing capital goods and raw materials or by offering temporary incentives, such as special saving schemes or guarantees for converting foreign exchange at premium rates. Recently, some countries have been experimenting with remittance-backed securities as a way of raising additional external finance. 

A promising initiative has been reported from one of Haiti’s alternative micro-finance projects, where FONKOZE has developed a special remittance programme in conjunction with an African–American commercial bank.
 Other support structures are to be built upon the growing role of migrant hometown associations, that invest in communal remittances in social infrastructure or small enterprises.  Governments and international agencies have taken note of such activities. For these to thrive, the state needs to create an incentive-based regulatory framework, i.e. where governments provide information, facilitate networking among relevant institutions and create investment opportunities without excessive interference.
 On the basis of a proposal for a Community Funds System that would directly link local villagers and US-based migrants through an electronic portal, a pilot project by the International Organisation for Migration and the Foundation of the Americas seeks to improve the transfer, investment and business development potential of remittances in Guatemala.
 Equally, the Inter-American Development Bank has financed a project to explore the use of automatic teller machines (ATMs) in the rapid diffusion of remittances in Mexico. Also in Mexico, the Public-Private Infrastructure Advisory Facility has embarked upon an initiative to improve local community infrastructure through the strategic use of migrant capital together with funding from both state governments and private sector initiatives. 

Hometown Community Matching Funds schemes is another successful strategy promoted by both the federal, state and local governments in Mexico. Indeed some of these initiatives date as far back as 1992.  To take but one example, under a Matching Fund programme known as “Tres Por Uno” (three-for-one) in the Mexican state of Zacatecas, for every remittance dollar donated by a migrant, the federal, state and local governments donate matching contributions of one dollar each. In less than a decade, this programme raised about 4.5 million USD going towards hundreds of projects. According to Orozco, a “top priority of their projects is to promote development that benefits the entire community such as providing potable water, building schools and recreational facilities, paving streets, and building churches, plazas, and parks…In the future the state hopes to build micro-enterprises and other economically productive projects.”
 Orozco also points out that local and federal governments and migrant hometown associations are not the only players. Financial service firms have joined the ranks, for instance, la Raza Express that contributes 0.75USD for every 300USD remitted to Mexico through them.
             

In Bangladesh, India, Pakistan, Korea and the Philippines, the different incentives comprised tax exemptions, fixed deposit foreign currency accounts and special development bonds.
 In the Maghreb, measures included exchange bonuses, home-loan savings plans, schemes for imports without payment and reserved housing quotas.
 In addition, the establishment of affordable giro payment schemes in the context of international postal remittance transfer systems that were concluded on the basis of bilateral agreements between postal services of the host and sending country, greatly facilitated the transfer of remittances by North African migrants residing in European countries. “Cross-border payments from European countries into accounts in North Africa, for example, enable overseas workers to make inexpensive and safe remittances to their home countries. By contrast, in countries that lack international postal remittance transfer systems, overseas workers must use commercial banks or other providers of international transfer services, which tend to charge high fees...”
 

One of the more successful approaches taken by a North African country includes Egypt’s special import system called Own Exchange Import System (OEIS) which gives importers a special permit if they show that they can pay for goods with foreign exchange which originates outside the official foreign exchange pools.
 According to one expert, this strategy has been greatly successful because “the main source of foreign exchange to importers is the savings of emigrants. OEIS was a very successful policy to encourage emigrants to use their savings to finance the country’s needed imports from abroad.  Goods financed by emigrant savings under the system of OEIS in Egypt represent about more than two thirds on average of total recorded savings sent home by emigrants.”
 

In the Philippines, the government has instituted a similar policy of allowing Filipino migrants overseas to buy consumer goods (“Balikbayan” boxes) of consumer goods from government duty-free shops which are delivered directly to their families, in lieu of cash remittances.
  

Earlier research has questioned the efficacy of national incentive schemes that rely on measures for increasing total remittance flows through special foreign exchange deposits or premium exchange rates. Comparative analysis of the impact of remittances on Greece, Yugoslavia and Turkey found that fluctuations in the economic activity or wage rates of the host country, the number of migrant workers abroad and other demographic factors were more important in explaining variations of flows than the structure of the national incentive system or the relative rate of returns on savings. In the case of Turkey, evidence exists that “appears to show that official incentives or disincentives are not as important as an environment of confidence in the safety and liquidity of the assets held by the migrants and in the strength of the economy in general.”
 Rather, the facilitating role of government policy needs to focus on the creation of a conducive framework for attracting the inflow of a much larger share of unrecorded private transfers through the formal banking institutions. 

Some research findings have suggested that highly skilled workers may be more likely to invest in their home country. Governments of some sending countries and financial institutions have begun to target this segment of emigrants with special measures such as innovative bonds, incentive arrangements for foreign currency accounts or waivers on certain import restrictions. Moreover, their potential for productivity-enhancing transfers of knowledge, network developments and other backward linkages has increasingly been recognised. “Outreach to skilled expatriates can take advantage of the greater likelihood that they will save in foreign currency accounts in the home country, invest in remittance backed bonds, or invest in entrepreneurial activities when incentives such as reduced tariffs or income tax breaks are offered.”
 With the promotion of innovative joint-ventures or the preferential sale of enterprise shares some governments have sought to create more attractive investment opportunities. Yet, concerted efforts to reduce the costs of sending remittances, to enhance price transparency and market competition or to improve the regulation of the global money transmitter business seem not to have featured prominently. Moreover, recent presentations by some government representatives caution against the perceived greater propensity to remit by better skilled migrants.
 
Whereas some authors, therefore, are sceptical of the benefits of typical incentives, such as special accounts or two-tier exchange rates aimed at capturing larger portions of remittances,
 governments should not disregard these measures altogether. However, it is obvious that the long-term prospects for attracting remittances and putting them to good use seem to depend more on the prevailing institutional, economic and political framework of the labour-sending countries. This is supported by other findings from Latin America, which concluded: “Ultimately, the long-term goal would be to provide a stable political and economic system, and significantly improve infrastructure and financial systems to encourage and facilitate investment. The interim steps, however, can involve targeted research, incentive programs, remittance banks, marketing campaigns, pilot projects, and partnerships with money transfer companies.”
 Therefore, for countries without prior experience in designing appropriate frameworks for the use of remittances, supportive policy goals similar to those aimed at attracting foreign direct investment should be set: such as a stable exchange rate, a low rate of inflation, or expanded national banking services capable of the fast and secure transfer of remittances into productive investment.
 

Successful national incentive strategies have to go beyond setting the macroeconomic framework and increase the involvement of credit unions, post office networks, micro-finance institutions and other financial intermediaries with a good outreach and services adapted to the earnings of low-income migrants. Moreover, any systematic evaluation of the effectiveness of government policy would require a comprehensive monitoring system as part of a modernised financial system, capable of regulating the transfer channels of both official and unofficial flows of remittances by implementing flexible market regulations. Additional case-studies, however, may be required to provide the much needed empirical analysis of the impact of remittances and their responsiveness to national incentive systems. Governments need to test and fine-tune available policy options in order to develop innovative policy measures that surpass classical forms of business advisory services and promote migrant-specific saving schemes and new investment instruments. 

4.6.
Policy Frameworks 

In recognition of the importance of remittances for economic development, governments across the developing world have taken various forms of policy action to encourage remittance flows, including in the areas of monetary and fiscal policy reforms, reforms in financial sector regulations, migration policy reforms et alia. Some have created governmental agencies mandated to deal with diaspora issues.  Others have resorted to inter-ministerial agencies to co-ordinate efforts in these areas and better share information on diaspora activities between the various governmental bodies.    

In terms of the evolution of remittance policies, several countries initially experimented with mandatory taxation schemes, or introduced mandatory requirements on the percentage of migration related earnings to be remitted, including the Philippines, Pakistan, Thailand, Bangladesh, South Korea, China and Lesotho.  These policies were largely unsuccessful, and sometimes found to be in contravention of ILO’s Migration for Employment Convention (Revised)
 and were phased out in favour of other policies relying on voluntary savings and credit programmes developed through dialogue between migrants and government. Only Korea has been credited with success with a mandatory remittance scheme. However, Korea’s success can largely be attributed to the fact that the Korean government is heavily involved in getting contracts abroad for Korean companies. In the words of one expert, “not surprisingly, mandatory deposits of foreign labour earnings cannot be enforced where workers independently find employment in an open market, which is the more typical situation.”
  

Although countries generally do not have specific regulations to control remittance flows, they have nevertheless attempted to influence remittance flows through reforms in their foreign exchange and banking regulations usually by permitting migrants to transfer foreign exchange and open foreign currency accounts in banks in their home countries. Several countries have also reformed migration laws and policies including the Philippines and Cuba, with a view to garnering greater remittance receipts. At the beginning of the 1990s, the Cuban government radically reoriented its policies with respect to catering to remittances from its large émigré community in the United States which included the legalisation of the dollar, opening of dollar stores, and restructuring its domestic and international financial architecture to allow for transfers of hard currency into Cuban banks.  Interestingly, well co-ordinated and significant migration policy reforms took place simultaneously. For the first time in half a century the Cuban government embarked on an effort to improve relations with the diaspora, liberalise rules for Cubans returning to visit families, and even facilitate temporary migration. In 1994 the Cuban government opened a special office within the Ministry of Foreign Relations – 'Direccion de Asuntos de Cubanos Residentes en el Exterior' – specifically for the purpose of improving ties with the Cuban diaspora, in particular the émigré community in the United States, its biggest source of remittances.
 
The Philippine government has been strongly engaged with its migrant worker diaspora for several decades.  As early as 1974, migration of Filipino workers was launched as an official government policy to ease labour market pressures and address the hard currency needs of the country. In the 1970s and 80s several government agencies were created to monitor the migration of Filipino labour and to provide assistance and support to the Filipino diaspora. Specifically, the Philippine government created in 1982 the Philippine Overseas Employment Administration and the Overseas Workers Welfare Administration. Later, the government launched the LINKAPIL programme to enable Filipino migrants to support development projects at home, including infrastructure projects, education, healthcare, et alia. The total amount of contributions Filipino migrants have made through LINKAPIL amount to more than 1 billion USD. The Philippine government has also floated development bonds targeting  migrant worker investors and established a special pension fund which includes resettlement and medical services for returning migrant workers. Most recently the Philippine government established the Inter-Agency Committee on the Shared Government Information System for Migration to better co-ordinate and share information among the various agencies dealing with migration and diaspora outreach issues.
   

In many ways, the Philippine government has gone much further than other countries in terms of promoting labour migration as a deliberate strategy while at the same time reaching out to its diaspora and including them in national development strategies and economic policy. Indeed, over the past few years the Philippines has entered into multi-lateral and bi-lateral labour agreements with several countries in the Asia-Pacific, the Middle East, and Europe where most Filipino workers are found.
 They have also signed memoranda of understanding on manpower, economic, commercial, trade, and technical co-operation have been signed with several countries.         

Other countries in sub-Saharan Africa actively encourage a policy of labour migration, including Mali, where the government has created a Ministry for Malians Abroad to co-ordinate these issues.
 In Rwanda, several different ministries are involved with diaspora and remittance issues including the Ministry of Foreign Affairs, Ministry of Finance and Economic Planning, and the Ministry of the Interior.
 Although co-ordination does occur between these bodies, such co-ordination has not yet been institutionalised.
 Most recently the Rwandan government is pooling the resources of its embassies abroad to study ways to facilitate and encourage remittance transfers from countries with high concentrations of Rwandan migrants.
 Other countries, including Mexico, are also using their embassies, consulates, and cultural centres to disseminate information on available financial services and investment options to their nationals abroad. Mexico has also created a federal commission “dedicated to helping Mexicans living abroad send money to family members back home..”
  This commission works with banks and remittances companies to “develop new technologies and strategies to lower transaction costs.”
     

As these initiatives illustrate, governments are beginning to see remittances and diaspora issues as sufficiently important to warrant institutional attention. Although relatively few countries to date have set up governmental bodies, let alone inter-agency co-ordination mechanisms on remittance and diaspora issues (the Philippines being the notable exception) they are nevertheless expressing great interest considering these possibilities. 

4.7.
Research and Data Development

The following statement by an expert at the IMP meetings in Kingston Jamaica (2001) summarises Government participants concerns relating to the need for a better understanding of remittances and their impacts: “While it is usually asserted that migrant remittances have contributed in no small measure to the economic and social development of the Caribbean, much of the discussion is largely anecdotal.  The accuracy of the estimates of migrant remittances is rather doubtful and very little empirical work has been done on the evaluation of contribution of remittances to economic development.  Data on remittances are collected largely to estimate balance of payments flows and no attempt is usually made to relate such flows to income generation in the local economy.  Thus there is usually no distinction between current and capital remittances.”

The need to further the understanding of all factors that influence the propensity of migrants to send remittances, their volume and their final use will require a full understanding of the complex interplay between the existing “hierarchy of actors” involved in the process of remitting. Also, government strategies need to be adjusted according to the “hierachy of needs” of the communities receiving the remittances.
  It therefore means differentiating between the different roles of individual migrants, their family members, hometown associations, the financial service providers, non governmental organisations and the different levels of federal and local government. 

4.8.
Brain Drain

For many years, developing countries have voiced concerns relating to the adverse economic effects of skilled migration.  Indeed, these concerns have also been consistently raised by governments at IMP consultations namely, that the flight of skilled human capital poses a threat to economic growth of developing countries by depriving industry and key service sectors of skilled personnel.  According to ILO estimates, developing countries are currently experiencing a 10-30% loss of skilled manpower through “brain drain”.
  In some regions, the proportion of skilled and highly skilled manpower within the total pool of migrants seeking opportunities abroad, is particularly high.  In the African case
 for instance, ILO research reveals that up to 75% of persons emigrating to the United States, Canada or to OECD countries have completed university level, or equivalent technical training.
  By comparison, the figure for the Asia-Pacific region is slightly more than 50%, and only around 47% of migrants from Latin America have completed tertiary level education.
  In some regions, certain sectors of the economy are particularly hard hit by this skilled migration.  The emigration of health professionals within and away from Africa is one such example, creating internal maldistributions and shortages of the human health resource base. 

There is increasing recognition however, that migration, whether skilled or unskilled, may have positive developmental effects on source countries which offset, to some extent, the detrimental effects of “brain drain.”  Some observers even argue that because of the positive effects of migration, source countries in the long term experience a net gain from migration, whether it be skilled or unskilled.
  A World Bank report recently put it in the following terms: “Developing countries worry about a “brain drain” even though any output losses from emigration of skilled workers may be more than offset by remittances and positive network effects of trade and investment.”  The “network” effects specifically refer to the web of linkages migrants maintain to their countries of origin and which create beneficial feed-back effects, such as, return migration, technology, knowledge and skills transfers, and of course, remittances. Within this spectrum of positive feedback effects, the role of remittances figures prominently as having a significant, and as of yet, untapped developmental potential, which may offset some of the adverse effects of “brain drain.”  Indeed, some of the more optimistic assessments of remittance impacts claim that they may even contribute in the long run to a reduction in the migration pressures which caused the highly skilled to migrate in the first place.
  While remittances may never constitute a panacea for the developmental ills of source countries, because the flows of remittances to the developing world are so large, they warrant more concerted attention.  

4.9.
Human Rights of Migrants
Within the broader debate on migration and development, a related issue is the concern voiced by governments regarding the treatment of their nationals abroad. The International Convention on the Protection of the Rights of All Migrant Workers and Members of Their Families, entered into force July 1, 2003 extending fundamental human rights protections to migrant workers, documented as well as undocumented, and seeks to eliminate exploitation of migrant workers and their families. The entry into force of this instrument is a reflection of the growing concern world-wide for the plight of migrant workers and the conditions under which they work especially on the part of developing regions. Exploitative salaries, long hours of work, little or no days off and mistreatment are common problems for migrant workers. Migrant workers also face increased occupational health hazards as they are often oriented towards high-risk, low paid and poorly supervised jobs that national workers typically refuse. Linguistic obstacles, poor communication, lack of access to training, and lack of awareness or ability to assert their rights are factors that increase work related health risks. Irregular migrant workers often accept dangerous working conditions and exploitative salaries without complaint to avoid loosing jobs or being deported.  In Europe, occupational accident rates are about twice as high for migrant workers
 as native workers and this situation may well be similar in other regions, especially in the developing world. 

Additionally, developing regions have seen a rapid rise in migrant smuggling and trafficking which poses particular risks to vulnerable groups such as women and children. Against this backdrop, governments of developing countries are placing great emphasis on the notion that migrants be afforded treatment in accordance with internationally recognised labour and human rights standards. Indeed, migrant workers are more likely to maximise their potential as remitters in environments where minimum wage laws and basic labour and human rights standards are respected. 

5.
The Way Forward 

In the international migration debate, increasing emphasis is being placed on the migration and development equation.  To be sure, states and other actors are demonstrating  commitment to the notion that migration—if well managed—can result in “win/win” situations whereby both countries of origin and destination may reap the benefits of human mobility. In this context, migrant remittances constitutes an area of common interest to all states warranting further in-depth exploration.    

The systematic inclusion of discussions about remittances at future regional consultations hosted by IMP and by other actors will constitute an important forum for further exploration of the remittance debate. Specifically, the fora for inter-state dialogue and capacity building provided by the IMP constitute a fruitful venue for discussions on the development of national/bilateral frameworks as well as government strategies to maximise remittance flows, encourage standard-setting, promote ‘best practices’ through the sharing of information, and enhancing international co-operation on migration-development issues.

Based on the outcomes of IMP regional consultations as highlighted in this paper and in light of the views expressed by government and expert participants, the following issues deserve further in depth exploration:

1) Research and analysis of trends and determinants in remittance flows.

i) Improving quality of data on remittance flows and behaviours, especially in relation to understudied regions, and regions where reliable data has been difficult to come by; improving tracking mechanisms and methodologies. 

ii) Stocktaking of current governmental, private sector and civil society initiatives relating to remittances, and identification of most successful practices.

iii) Study of inter-linkages between migration and remittance policies.   

iv) Further study of the relationship between new anti money laundering and

anti-terrorism regulations and effects on migrant remittance flows. 

2) Enhancing Remittance Flows and Development Impacts.

i) Improving financial infrastructures in source countries. 

ii) Pursuing sound macroeconomic policies which foster growth and development, and by implication, the flow of, and productive use of remittances.  

iii) Identifying and elaborating legislative, regulatory and policy frameworks which enhance remittance flows and maximise developmental impacts.     

3) Remittance Incentive Schemes

i) Cultivating closer ties with the migrant diaspora including through conducting awareness-raising campaigns for overseas workers to inform migrants about remittance transfer options and investment opportunities in home countries.     

ii) Exploring opportunities for partnerships between government and migrant associations. 

iii) Exploring opportunities for partnerships with private sector entities, including banks and other financial sector stakeholders in the remittance market.
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