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- defined by the International Monetary
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to two items in the balance of payments 4
framework:" personal transfers and compensation U4
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collection of remittance data among countries impacts
regional and global reporting. This brief intends to discuss
remittances in the broader sense, despite data limitations. AUTHOR
It also offers recommendations to EU policymakers centred
around remittances as a game changer, the need for a balanced
narrative on migration and the recognition of a new Africa, which
has matured in its knowledge and skills base.
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1. Executive summary

Remittances are an emerging topic that
cuts across various fields and policy areas
- migration, employment, banking, finance,
and the private and public sectors — and have
an impact on a country's macroeconomic
environment and sustainable development,
including personal sustainable development
goals (SDGs). Remittances are carried out
through both recorded and unaccounted-for
transactions involving migrants and diaspora
sending money home to their families and
communities to support their livelihoods and, if
possible, a small investment activity. While its
value chain and price tag (around $626 billion
in terms of volume in 2022) for both sending
and receiving countries has shaped the global
discourse on migration and development,
the focus has often been on industry players
rather than on the one billion people who are
involved in the process: 200+ million migrants
and 800 million people are estimated to benefit
from remittances.? Researchers and analysts
agree that the numbers could be higher, given
that handheld remittances remain largely
unaccounted for and the volumes are probably
larger than estimated, as migrants, mainly
deterred from using formal channels, often
opt for informal channels (including handheld
means) to send money home. In this brief, the
geographical focus is on remittance corridors
between Europe and Africa, and the people's
focus is on migrants and diaspora, as well as
on their families receiving remittances. We will
explore the dynamics of these corridors and the
high costs migrants incur to send money home,
most of which ends up in rural areas, where it is
most needed.

This policy brief also aims to discuss
remittances in the context of the development
cooperation agenda, touching on the priority to
humanise remittances. Finally, it will outline the
impact of migrant-friendly remittance policies,
with the intent of fostering their inclusion and
promotion in the wider development agenda.
Several recommendations are made to improve
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the dialogue and policy environment, focussed
on benefitting the one billion people who rely on
remittances: migrants and their families.

2. Remittances and the development
cooperation agenda

According to the Global Knowledge Partnership
on Migration and Development (KNOMAD),?
remittance flows remain a major source of
external finance for developing countries,
and the 2022 data shows a strong growth of
remittances globally. This narrative is consistent
with data and trends dating back nearly two
decades, when analysts began to track and
report onremittances globally and withinregions
of the world. In the early 2000s, the magnitude
and importance of migrants' remittances was
brought to the global attention of policymakers,
academics and development agencies.

The key issue, then and now, was remittances'
high transaction costs, with an average of 10%,
reaching as high as 15-20%, of the principal
transferred in smaller migration corridors. This
particularly concerned smaller remittances
- measured as under $200 to reflect what
lower-earning migrants typically remit - whose
families would benefit more with reduced
sending costs.

Global actors, under the G8 framework and G20
forum (in 2009), identified targets to reduce
the cost of international
remittances from 10% to
5% within five years, the
so-called "5x5 Objective".
Later, the 2030 Agenda for
Sustainable Development
set a new target agreed
upon the SDG framework:
"Target 10.c: By 2030,
reduce to less than 3%
the transaction costs
of migrant remittances
and eliminate remittance
corridors with costs higher than 5%".

| TARGET 100}

REDUCE TRANSACTION
COSTS FOR MIGRANT
REMITTANCES
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https://ocm.iccrom.org/sdgs/sdg-10-reduced-inequalities/sdg-10c-reduce-transaction-costs-migrant-remittances

The SDG target applies across all corridors and
was reinforced by the Global Compact for Safe,
Orderly and Regular

Migration (GCM),*
which has a specific
objective (GCM 20)

on remittances set to
"Promote faster, safer
and cheaper transfer of
remittances and foster
financial inclusion of
migrants". This has
a complementary objective (GCM 19), which
focuses on creating conditions for migrants
and diasporas to fully contribute to sustainable
development in all countries, as well as other
GCM objectives, including 5 (legal pathways),
14 (consular protection), 16 (inclusion and
social cohesion) and 18 (skills development
and recognition). During the 2022 International
Migration Review Forum, United Nations
member states recognised that the cost of
sending money home remained around 6.3%
and reinforced commitments to reduce these
costs.’ The collective sum of remittances to
countries of origin and savings by migrants in
countries of destination represents a financing
source for development opportunity that is
estimated to exceed $1 trillion per annum.

éé

The collective sum of remittances to
countries of origin and savings by
migrants in countries of destination
represents a financing source for
development opportunity that is
estimated to exceed $1 trillion per
annum.

éé

In 2022, migrants remitted $626 billion to low-
and middle-income countries (LMICs), with
migrant savings in countries of destination
estimated to be around $500 billion. Individually
and collectively, this exceeds official
development assistance (ODA) to LMICs for
the same period, which was only $204 billion.

20 remiTTances
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The market is rapidly growing, considering
that remittance flows were estimated to have
reached $582 billion in 2015, 75% of which
was transferred to developing countries.®
Remittance flows are not only a lifeline for
migrants' families, but also represent a
significant source of national income for many
emerging economies, reducing their trade and
current account deficits.

In June 20237 KNOMAD
remittance inflows grew
by 0.7% in East Asia and
the Pacific, 19% in Europe
and Central Asia, 11.3%
in Latin America and
the Caribbean, 12.2% in
South Asia, and 6.1% in
sub-Saharan Africa, while
they declined by 3.8%
for the Middle East and
the North African region.
Remittances to sub-Saharan Africa remain
resilient and competing with ODA flows (see
Figure 1). Clearly, migrants are contributing to
Agenda 2030 through their remittances and
other contributions that impact sustainable
development. Afterthe Covid-19 pandemic,there
has been a renewed focus on leveraging new
remittance technologies and tailored financial
products, so that migrants and diasporas can
enhance their contributions and support the

recorded that

Supporting
one hillion people
peach their own
SPGs

#FamilyRemittances2030

Figure 1. Resource flows to sub-Saharan Africa
2020-2023 (forecast).
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Sources: KNOMAD-World Bank staff estimates; World Development Indicators; IMF Balance of Payments Stati-
stics. See the appendix to Migration and Development Brief 32 for forecasting methods (World Bank/KNOMADS
2020). Note: FDI = foreign direct investment; ODA = official development assistance; e = estimate; f = forecast.




funding gap for the SDGs. The 2023 theme for
the International Day of Family Remittances
(IDFR)® focused on the benefits that digital
and financial inclusion bring when linked to
remittances in helping the one billion people
achieve their own SDGs. The IDFR outcome
report® highlighted the limited proportion of the
overall market that digital transfers covered,
despite the noted benefits for migrants (i.e.,
affordability, rapidness and security). According
to the Visa 2023 digital remittances adoption
report,’® around 53% of the 14,000 people
surveyed in ten countries use digital means to
remit, while 34% rely on physical banks and 12%
send cash or cheques. Two of the actionable
IDFR outcomes linked to GCM objectives 2
and 20 are to "promote interoperable instant
payment systems" and "enhance digital access
and bundled financial products for remittance
senders and recipients". However, imbedded
in that narrative is that cash-held remittances
co-exist with digital remittance methods,
leaving room for exploring the importance of
hybrid approaches that serve the senders and
recipients' perspectives.

Turning to the implementation of the GCM, this
is focussed at the country level through national

prioritisation plans and implementation plans.
The GCM places emphasis on ten principles
that include people-centred, gender- and child-
sensitive, whole-of-government and whole-of-
society approaches. In terms of inspiration,
there are 36 voluntary champion countries,
which meet regularly, the roles and contributions
of which are multi-fold, from generating
best practices and sharing experiences,
demonstrating support for GCM implementation
and serving as a powerful voice to foster its
implementation to testing spaces for guidance
material and tools, technical assistance, and
other support rendered under the United Nations
Migration Network's workplan. The platform is
co-chaired by Morocco and El Salvador. African
and European countries (see Box 1) count
among the champion countries.

Apart from this, Kenya's 2023-2027 national
GCM implementation plan and the upcoming
GCM national implementation plan for Ghana
are pilot steps to see objective 20 unpacked in
terms of legislative reforms; policy measures
and research on cost reduction, remittances
as enablers of financial inclusion and adoption
of additional financial services at the receivers'
level.

Box 1: Global Compact for Migration — champion countries
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3. Trends between the EU
and African corridor

Looking at the remittance corridor between
EU-African countries and drawing from other
reports,’" it is possible to highlight interesting
trends.

+ For most corridors, the fee represents a
significant amount of the average total cost
of sending money from the EU to African
countries (see Figure 2 below).

« There is a higher concentration of African
diasporas in the EU (around 11 million) than
in Asia (9 million).

+ Some transit countries' importance is
increasing due to the growth of remittances,
as a consequence of migration trends
(Morocco, Mali, Niger, Egypt, Tanzania,
etc.). The top recipient countries of formal
remittances, in US dollar terms, are Nigeria,
Ghana, Kenya and Zimbabwe.

+ There are about 13 countries where
remittances account for more than 10% of
GDP (e.g., Kenyan remittances are larger
than the country's key economic sectors
and exports, including tourism, tea, coffee
and horticulture).

In 2021, over 200 million family members
(living mostly in rural areas) of African
migrant workers benefitted from remittances
sent to Africa and intra-regional remittances
(over $95 billion).

Two major money-transfer companies
or operators, MoneyGram and Western
Union, control 65% of all remittance payout
locations. Effectively, 80% of African
countries restrict the type of institutions
able to offer remittance services, leaving
banks with privileged access over
other financial institutions to pay out
remittances.

With a 2022 average of 8% to send $200
and 5.6%, on average, in 2021, sub-Saharan
Africa remains the region with the highest
average remittance costs (rates are even
higher for some intra-Africa transfers).

Charging between 12 and 25%, banks
remain the most expensive channels; this
gives further rise to the growth of cross-
border mobile money transactions across
the continent (in 2022, M-pesa charged, on
average, 5.8% in East Africa).

The challenges for migrants and their
families include: underdeveloped
infrastructure, lack of learning on policy

Figure 2. Average total cost percentage to send Euro from EU to AU countries, Q4 2023
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reform from less-costly corridors, limited
digitalisation and the shift from financial
literacy to financial empowerment.

Apart from being a source of livelihood,
remittances are often a migrant's first point of
contact with a financial service. Remittances
can have positive leverage on other financial
services, such as savings, credit, insurance or
housing. These facts, trends and challenges
pointto furtherunderstanding of how remittance
strategies can be impacted by cost, channels
and limited market players. It also highlights
how financial inclusion (a critical 'twin' objective
under GCM objective 20) can be enhanced by
extending services to non-bank institutions,
already within migrants' reach, as well as how
financial inclusion is hampered by migrant-blind
policy regulation, limited infrastructure and
digitalisation. These should be the cornerstones
of transforming the Europe-Africa discourse on
remittances that will harness its contribution to
sustainable development.

4. Central issues for consideration

4.1. Why good migration data matters in
influencing remittance flows

In a paper'? on another region studying
remittances, a positive trend in remittances,
as measured using the receiving country's
GDP, can be observed with growing numbers
of migrants. This observation is not to
encourage GDP growth through remittances
but to show that remittances have an impact
on a country's financial resources and can be
leveraged for sustainable developmentin a well-
managed ecosystem of migration governance.
Furthermore, surveys and reports continue

éé

Apart from being a source of livelihood,
remittances are often a migrant's first
point of contact with a financial service.

éé

to show the need for better disaggregation
of data to accurately capture other up-to-
date dimensions of migrants and migration,
including education, skills and employment,
year of entry in the destination country, data
on family and their stay, wages, social security,
health indicators, savings and investment by
migrants, amounts and costs of remittances,
and data on employers of migrants. In short, the
intergovernmental and national data sets need
to be complemented with good data.

The prevailing migration policy of the country of
destination (suchasvisaregimesandintegration
measures) contributes to shaping the migrants'
remittance strategy. The available pathways and
employment opportunities for migrants have an
impact on their access to and their preference
for using official remittance channels. We can
connect the dots all the way to how this stems
from decent work and, most critical, whether
these migrants have legal identity and official
documentation. Irregular migrants are forced
eitherto use regular migrants to remit ortoresort
to irregular channels, often through handheld
remittances. It is prudent to show that there are
no other options to choose from in the case of
irregular migrants, but, nevertheless, sending
money home takes place, against all odds.
These irregular flows are often unaccounted for,
and analysts looking at the impact of Covid-19
on remittances uncovered that these flows were
of great importance.

Furthermore, the World Bank's initial estimates
of declining remittance trends at the outset
of Covid-19 were met with a different reality:
remittances kept growing in most regions;
overall remittance flows showed a remarkable
resilience with regard to the economic slump
during the pandemic. Good data is essential
for policymaking in migration governance and
ensuring that measures support what migrants
need from public policy. Positive narratives
drawn from Covid-19 include extending the
remittances space through the use of digital
channels; promoting innovation, competition
and transparency; reducing transaction costs;

Growing remittance industry

Focus on the one billion people supported by migrants



and increasing digital and financial inclusion,
with lessons for better digital remittance
channels, linked to sound infrastructure and
digital and financial inclusion.®

4.2. Why brokering knowledge from
African institutions and actors is critical

Studying remittances in their diversity and
complexity are critical elements for the
policy discourse. They also support a better
understanding of the future of remittances,
theirlinktoinvestmentand whatthe ecosystem
can do better to support migrants and their
families, from how remittances are managed by
migrants all the way to how they are spent and
everything in between. Supporting institutions
and actors that produce and advance African
interests in the remittances discourse means

Box 2: Abuja declaration

opening up to diverse information sources
on migration and development. This includes
Africa-led institutions and networks, including
migrant and diaspora organisations that
aim to position the interests of migrants
and diasporas, as well as their families, in
benefitting from the policy frameworks set on
global remittance space.

The African Institute of Remittances (AIR),'* an
African Union institution, was set up to focus
on developing the "capacity of the member

éé

Good data is essential for policymaking

in migration governance and ensuring

that measures support what migrants
need from public policy.

éé

Re-prioritise Pan-Africanism that is focused on heritage and culture as part of our
global history linking the diaspora to countries of origin, and amplifying the cultural
capital of diaspora in sustaining the cultural heritage of their countries and regions of

origin.

Engage diaspora organisations (communities) as technical partners with governments
to promote skills transfers, upskilling and create decent job opportunities in countries

of origin, using their networks.

Enhance bi-lateral collaborations that build on diaspora contributions to residence and
origin countries, and develop frameworks for access to rights such as portability of

social protection.

Promote the engagement of the diaspora that considers the importance of
generational links through mapping and engagement of multi- generational diaspora as

well as targeted activities

Recognise the important contributions of second and subsequent generations of
diasporas (that is the children of migrants and their descendants) in all areas of
migration and development as well as humanitarian support and encourage their
continued support in diaspora engagement efforts.
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states of the African Union, remittance senders
and recipients and other stakeholders to
implement concrete strategies and operational
instruments to use remittances as development
tools for poverty reduction'. From working
with governments on regulatory frameworks,
conducting policy research and engaging in
dialogue to study remittance flows within
Africa, AIR places an important emphasis on
recognising African migrants and diaspora.
Its focus is on working towards efforts that
will pull diaspora resources, beyond individual
remittances, based on trust, transparency and
efficiency, to support SDG implementation.®
Engaging with the African Union Citizen and
Diaspora (AU CIDO)is also of criticalimportance,
as this body works with its global diaspora
platforms and networks to leverage knowledge
on remittances and diaspora investment.

Indeed, there are more key considerations,
such as why understanding the informal
channels for remittances provides good
lessons for policymakers; second- and
subsequent generation diasporas and their
remittance strategies, and how these link
to micro-entrepreneurship programmes in
the homelands; and the broader sense of
remittances to include social, cultural and
technical capital and their impact on societies.

African non-state actors recognise the need for
a comprehensive framework on the diversity
of diasporas, as well as the various capital
that migrants and diasporas transmit, as
highlighted in the Abuja Declaration (see Box 2),
in response to the Global Forum on Migration
and Development priority area on diasporas.

4.3. Why women matter in
understanding remittances

Of the 281 million migrants,’® 48% are women
and girls. Only recently, has the focus on women
and migration, and specifically women and
remittances, started to receive global attention.
Given the importance of the increasing nhumber
of women on the move, both through regular
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Given the importance of the increasing
number of women on the move,
both through regular and irregular
channels, there is a need for insights into
the role of women in remittances,
as senders and receivers.

éé

and irregular channels, there is a need for
insights into the role of women in remittances,
as senders and receivers. For example, research
by the International Organization for Migration
shows that women usually send money more
regularly and for longer periods of time.”
Therefore, experts ought to highlight women's
remittance strategies to inform policymakers
and, consequently, support the adoption of
policies aimed at financial inclusion. Another
lesson that can be drawn from micro-data
empirical analysis concerns the role that women
play in the usage and control of remittances
and the critical support for the socio-economic
well-being of left-behind migrant families.™ This
should lead to reimagining and rethinking the
remittances landscape by looking at the pivotal
role that women play in transforming lives and
impacting economies.

5. Recommendations on improving the
current dialogue and policy setting

These recommendations are targeted at
European policymakers, noting their critical
role in setting and guiding policies within
the migration governance space. The
recommendations are based onthree premises:

1) remittances are a game changer to show
how the focus on the benefits of migration
can be a centrepiece of the migration and
development agenda;

2) a balanced narrative on migration from EU
policymakers has transformational potential
to impact public perception of migrants and
migration; and
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3) Africa has matured in its knowledge and
skills base, how it trades, and where its
people move, aiming for equitable and
enhanced partnership.

The following five recommendations also draw
from initiatives that have been tried and tested.
They look at the actionable outcomes of the
Eighth Global Forum on Remittances Investment
and Development Summit, held in June 2023
in Nairobi, Kenya, hosted by the UN and the
Kenyan government. They inspire countries that
would seek to pilot or champion initiatives.

6. Policy recommendations

1) Continue to push for EU efforts to reduce the
costs of sending remittances and promote
financial inclusion through more non-bank
service providers and options, as well as
focus on migrant youth and diaspora and
women.

2) Advocate for improved disaggregated
data and good data as the basis for
progressive  migration policies and
equitable partnerships between the EU and
African countries, which should be based
on complementary measures recognising
the strengths of both sides to craft win-
win solutions, and on the migrants-rights
approach. For example, responding, on
the one hand, to the EU's needs for growth
and, on the other hand, recognising Africa's
development potential and its supply of
skilled labour.

3) Advocate for the use of remittances
data to leverage for innovative bilateral
labour agreements between African and
European countries, which form a triple
win for migrants (social protection, etc),
countries of origin (remittances, including
technical, social and cultural) and countries
of residence (tax, social security and labour
gaps filled).

4) Leverage the strong argument that the

Growing remittance industry
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regularisation of migrants allows for better
engagement of migrants and diasporas
in their host and homelands (i.e., more
investment focused than remittance
focused).

Pursue  effective @ engagement and
partnerships with African actors, including
civil society, diaspora and migrant-led
organisations, in brokering knowledge on
how remittance policies impact lives, as well
as other migration governance implications.
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