
Remittances

Trickle-down
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Migrants are less fickle sources of cash
than foreign creditors

Q UEUES of migrant workers waiting to
send money to their families hardly

- present globalisation at its most glam­
orous. But such remittances made up more
than a fifth of the GDP of some countries
such as Jamaica, Jordan, Lebanon, Moldo­
va and Tajikistan in 2007.

Data compiled by researchers at the
World Bank suggest that remittances may
have another virtue that is less widely ap­
preciated. Although they are likely to fall as
a result of the slumping world economy,
they may be less fickle than more publi­
cised private-capital flows, such as equity
and lending by foreign banks.

Private-capital flows have plunged in
the past year, and are continuing to fall.
The Institute of International Finance (UF),

a global banking body, reckons that net
private-capital inflows into emerging econ­
omies fell from $929 billion in 2007 to $466
billion in 2008, a drop of nearly 50%. And
2009 will see only $165 billion flow to
emerging economies, according to the UF.

All of which makes remittances to de­
veloping countries more precious, and
questions about their resilience more
pressing. New estimates from the World
Bank put the flows as high as $305 billion
in 2008, up from $281 billion in 2007. And
although all regions except South Asia saw
a slowdown in the rate of growth in 2008
(and data for Mexico show an outright de­
cline of 3.6%), the very fact that they still
rose in most places is good news, given the
collapse in other private financial flows to
the developing world.
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But not necessarily surprising, accord­
ing to Dilip Ratha, the bank's main expert
on the subject. Remittances, he argues, are
less dependent on the growth prospects of
receiving countries than other kinds of
flows, which seek profitable investment
opportunities. Sending money home is of­
ten a motive for emigrating, so that mi­
grants remit money even in lean times.
And because the sums sent home tend to
be small-typically around 5% of a mi­
grant's income-people can keep the cross­
border payments going even when their
incomes fall.

Migration from poor countries to rich
ones is bound to decline, as the recession
means fewer jobs for migrants and, in
some countries, as immigration rules and
border controls are tightened. However,
the impact of this on remittances may be
softened by the fact that most of the mon­
ey comes from long-standing migrants,
whose contributions dwarf any flows
from new arrivals, who are only 2-4% of
the total migrants in a typical year.

None of this means that remittances
will continue to grow. According to the
Pew Hispanic Centre, a research body,
among Hispanic migrants who remitted
money in the past two years, 71% said they
sent less in 2008 than the year before. Reg­
ular remittances may shrink if people, hav­
ing lost their jobs, return home in large
numbers. Remittances may rise in the
short term, though, as returning migrants
repatriate their savings. Then the flows
will drop off precipitously. If that is already
happening, the figures for 2008 could un­
derstate the impact of the crisis.

The bank thinks the most likely out­
come for 2009 will be a decline in remit­
tances of just under 6%, though not
enough is known about the impact of se­
vere recessions to be sure of such predic­
tions. The bank expects remittances to re­
cover in 20lO-but that, too, is based on
hope as much as experience.•

The last redoubt of cross-border finance




