TRENDS, DETERMINANTS, AND MACROECONOMIC EFFECTS OF REMITTANCES

undertaken extensive research on remittances,
as has the United Kingdom’s Department for
International Development (DFID) and the
Norwegian International Peace Institute
(PRIO). All propose ways forward for more
proactive policies by sending countries—for
example, to support migrant associations, fa-
cilitate low cost, reduce bureaucratic remit-
tance transfer, greater competition in the re-
mittance market, and inform decision making
by migrants and affected communities.

Immigration policies. Policies that affect the
size, type, and tenure of migration flows also
affect remittance patterns. A larger migration
stock would in general imply larger remittance
flows to the country of origin. Given the mi-
gration stock, a larger share of temporary

migrants is likely to lead to larger remittances.
Also, as discussed above, the ties of migrants
to their home country weaken with the pas-
sage of time, causing remittances to decline.

Given the personalized nature of remit-
tances, governments are unlikely to have much
success in using remittance policies to steer
migration differently. Some countries, like
Canada, France, and Germany, have tried to
direct remittance flows to investments in the
home country to encourage return migration,
but these efforts have met with little success.
There are also some examples of “forced” re-
mittance transfer programs between sending
and receiving countries, although these raise
vexing legal issues and do not appear to be ef-
fective either in encouraging migrant return or
mobilizing resources (box 4.4).
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Banking and financial markets. Greater relax-
ation and competition in money transfer mar-
kets leads to reduced prices and more money
reaching the beneficiaries. This process is fa-
cilitated further by improving access of remit-
tance service providers to national payment
and settlement systems. This seems to have
worked well within framed agreements such
as the United States-Mexican Partnership for
Prosperity program of 2001, involving the
matricula consular to improve banking access

of Mexican immigrants in the United States
and low-cost electronic transfers through the
Federal Reserve Bank’s automated clearing-
house system for Mexico (see chapter 6).
Spain has initiated agreements between
Spanish and Latin American financial institu-
tions to reduce transfer fees and foster the
entry of new agents into the financial market,
particularly in rural areas. In the past,
Germany worked closely with Turkey to en-
courage remittances into formal channels
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