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Remittances to developing
countries

Remittances Compared With Other Resource Flows

Remittances to Developing Countries Versus Other External Financing Flows.
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Worldwide remittance flows: over $601
billion in 2015 (excluding unrecorded
flows)

Remittances flows to developing
countries: about $441 billion (= 3 times
of ODA)

Volume of South-South migration (38%);
North-South migration (34%)
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Sources: World Development Indicators and World Bank Development Prospects Group

Asia : Top remittance recipient amongst all
geographical regions.

East and South Asia: 56% of all
remittances flows to developing countries

East Asia and the Pacific: $127 billion in
2015

South Asia: 117.9 billion in 2015

Source: World Bank Migration and Remittances Fact book 2016



and among countries

 Critical role of migration and remittances in development
and reducing inequality

Improvements in migration policies
Collection of migration statistics through int’l cooperation
Reduction in the transaction costs of remittances

— Targets:

« Facilitate orderly, safe, regular, and responsible migration and
mobility of people, including through implementation of planned and
well-managed migration policies (10.7)

« By 2030, reduce to less than 3 per cent the transaction cost of
migrant remittances and eliminate remittance corridors with costs
higher than 5 per cent (10.C).



Top Remittance-sending countries, 2014

United States
Soudi Arabia
Russina Federation
Switerland
Germany
United Arab Emrates
Kwait

France
Lxembroug
United Kingdom
Italy

Qatar

Oman
Netherlads
Korea, Rep.
Spain

Malaysia
Australia

China

India

Norway
Nebanon
Canada

Israel

Belgium

Japan
Indonesia
Kazakhstan
Denmark

(US$ billions)

Korea: top remittance-
sending Asian country
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Source: World Bank Migration and Remittances Fact book 2016



Development Potential of Remittances: Key issues

« Poverty reduction of migrant sending families

* Livelihood strategy of migrants and migrant
families
* High costs of migration and high debts
« Domination of private sector recruiting agencies

« Use of remittances:
 Daily consumption vs. Productive use

* Little success in channeling remittances to savings
and investment



* Research Project (2015.1. ~ 2016. 8)

— “The Role of Remittances as Effective Development Finance
for Sustainable Development in Nepal” *

— Research team: Ewha Womans University (Korea), IOM and
IIDS (Nepal)

* Why Nepal?
— Remittances: 29.2% of GDP (2014)
— Understand migrants’ development needs and desires

— Obtain data about Nepali households’ and labor migrants’
overall migration & financial behaviors

— Develop impactful migrant-centered policies, programs, and
services.

*The Project Title: KOICA Academic Partnership Program Track |-1 (The Role of Remittances as
Effective Development Finance for Sustainable Development in Nepal)



Target group in Nepal

Sample size

Screened households

h hol 2
Screened households 3,000 seholds/cluster*460 clusters
In-depth interviews
) Including long-term
Migrant households 3,271 J7ong .
and short-term migrants
: : Approximately
Household with long-term migrant 2,749 .
* 9 g six households/cluster*460 clusters
Households with short-term migrants 522 Approximately
[} -
g one household/cluster*460 clusters
Household with no household members in migra Approximately
) 911
tion two households/cluster*460 clusters
Returnee migrants 877 Approximately
g two households/cluster*460 clusters
. . Approximately
Potential migrants 708
g two households/cluster*460 clusters
Total in-depth interviews in Nepal 5,837
Target group in Korea 248 Nepali migrants currently in Korea

through the EPS system




Nepali Migrants by Country of Employment

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

27%

19% 18%

94%

13% 11%

3% 5%
1% _0 1% 1% 1% 1% =
[ |

Malaysia Qatar Saudi
Arabia

India UAE Kuwait USA Japan Republic Australia  Other
of Korea

®mLong term © Short term



Employment Permit
System (EPS) of Korea

Picture:
Rushing to stand in a queue for
the EPS application

Source: Labor Migration for Employment:
A Status Report for Nepal: 2013/2014. GoN. Ministry of

"~ Labor Employment



* Non-seasonal, temporary labour migration scheme for Iow
skilled workers for small/medium size firms (less than 300
employees) in manufacturing, construction, agriculture, and
fisheries sector

 Began in 2004

« Labour migration governance
— Bilateral government-to-government MOU
— Exclude private recruiting agencies & reduce migration costs

— Transparency and coordination of both governments in the
recruitment, selection, and placement process.

— Equal treatment as Korean local workers
* Protection of human and labour rights

— Pre-admission & Post-admission training
— Post-return and Reintegration programs



15 Migrants-sending countries under EPS  **  #%. &

- Pass Korean language proficiency test (TOPIK)
- UN Public Service Award (2011) for contribution to
transparency and combating corruption

Source: Ministry of Employment and Labor



EPS Employment period

e 3 years + 1 time extension (I year and 10 months)= 4yr &
10 months

— With re-entry, a total of 9 years and 8 months in Korea

« Depart from Korea when their sojourn period
expires.

* Possible to re-enter Korea for employment

(1%

— Re-entry Employment System for “Diligent Workers”™ who
worked without any change of workplace during their
previous employment - Re-enter Korea 3 months later

— Pass “Special EPS TOPIK”-> Re-enter 6 months later



(2004 - 2015)

437,534

37,646
19,590 13,756
| - | ] | I | >4
Manufacturing Agriculture & Construction Fishing Service

Stockbreeding

Source: Human Resource Development Korea, 2015.



EPS workers (E9 visa) Quota in 2015 HEEE ¢ .E

Bangladesh , East Timor
Kyrgizstan 4% / 1%

o
.-

Mongolia
2%

Cambodia
15%

Pakistan /

|
1% yzbekistan . China
5% 1%

Total EPS workers entered in 2015 - 55,000 (45,000 + 10,000 (re-entry)



EPS Nepali migrants in Korea:
Survey findings

o Gender: mMale (94%), Female (6%)
 Education: 83.4%: high school and above
 [ncome : Average monthly income: USD 1,346

e Remittances

— An average of 70 per cent of salaries remitted to Nepal
— A conservative estimate of the annual remittances

« Over USD 208 million, nearly six times the 2015 estimate of
35 million by World Bank

« Potential to create a high-value development
opportunity in Nepal

— by investing and using remittances for income-generating
activities



Level of educational achievement before coming to Korea

Level Number of respondents
4.0 10

Under SLC

SLC passed 12.5

Class 12/intermediate level passed 52.4

Undergraduate degree 27.4
Post-graduate degree 3.6
Total 100

31
130

68

248



Income and expenses of Nepali Migrants ...~
in Korea

50
|

40
|

Frequency
20 30
|

10

T
500 1,000 1,500 2,000 2,500
Monthly income in ROK, USD

* Respondents reported an average monthly income of USD 1,346
(annualized income of USD 16,157) under the EPS system.

* Monthly incomes ranged from USD 854 to USD 2,328
* (annualized income range of USD 10,250 to USD 27,940).



Nepali Returnee Migrants: Comparison

M Starting a business M Finding a job in desired sector
W Finding a well paying job W Maintaining the family's lifestyle
Paying for children's education Reintegration into the society

40%

26%

24%

6% %

1%

Returnee migrant (all) Retunee migrant (RoK)




Average cost of Average monthly Cost/earnings

Country
migration (USD) earnings (USD) ratio
Malaysia 1,388 294 4.72
Qatar 1,083 313 3.46
Saudi Arabia 1,122 294 3.82
UAE 1,277 352 3.63
Kuwait 1,106 346 3.20
South Korea 1,141 1,197 0.95%*
Australia 10,849 1,589 6.83
Japan 10,756 1,379 7.80
*Figures based on data reported by migrant households. Data collected directly from Korea
migrants showed average migration cost of USD 1,507 and monthly earnings of USD 1,346
for a cost/earnings ratio of 1.12.




Total cost of Post-return

Number of
migration monthly income
observations
(average; USD) (average; USD)
Private Recruitment Agency 668 1,140 167
Personal network 202 983 144
Government channel 5 810 186

- Reasons for choosing Korea as a destination country
- relatively high income
- lower cost of migration

- The lowest average cost for foreign employment and the highest
monthly income in their post-return work in Nepal.



after returning to Nepal

ot Work in
éo/er hospitality/service
0 5%

unsure

Start/expand a
business
71%



Services requested from Government

of Nepal

63%

47%
42%

32%

25%

Provide preferrential Decrease admin Reduce corruption
loans procedures

Note: The guestion in the survey asks multiple answers

Provide business Provide income tax
consulting or training exemption period



Regression output for amount saved am

Nepali EPS workers: Key findings

variable

Education (undergraduate degree or
higher)

Annual income in South Korea

Joint decision of household for
investment decisions
Annual remittance amount

Years in South Korea

Relationship to

total amount saved

5,210.92**

1.004**
6,950**

0.9528***
6,835***

Robust standard
error

2,495

0.4576
2,932

0.3750
1,533

***significant at p<0.01; ** significant at p<0.05; *significant at p<0.1; n=188; R-

squared=.3590



Regression output for amount remitted ; ;
among Nepali EPS workers: Key findings

Variable Relationship to annual | Robust standard
remittances amount error

Gender of decision maker (investments) 1,750**
Annual income in South Korea 0.4175***
Number of remittances 343.0***
No pre-migration plan about amount of L
money to send to Nepal ’
Individual pre-migration plan about amount of 1.767%%

money to send to Nepal
***significant at p<0.01; ** significant at p<0.05; *significant at p<0.1; n=208; R-squared = .3675

706.8
0.08795
76.01

752.0

883.1



Conclusion

Labour migrants under EPS:
« Relatively high income & low cost of migration

Nepali migrants’ high potential to save and invest in income-
generating activities

As migrants earned more in Korea
- More remittances remitted to Nepal, instead of consumed in Korea

- Instead of consumed in Nepal, higher potential to be leveraged in
savings and investments

Higher number of remittance transactions leads to higher saving

Importance of Joint decision for investment

« Need financial literacy programmes or investment information for migrant
family members, not just the migrant alone

Improve migrants and their family’s access to bank loans for their
business investments



* Need appropriate policies in destination and
origin countries

« Encourage savings and investment
« Remittances through banking channel
 Provide financial education and training:

* Improve investment climate in origin countries

« Develop financial system and investment
opportunities for returnee migrants

* Invest in physical and human capital



Thank you !



