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In our previous blog, we showed how remittance costs in Tonga could be much
lower than the average calculated by Remittance Prices Worldwide (RPW) if
households and workers chose low-cost Remittance Service Providers (RSPs). In
this blog, we use the Pacific Labour Moblility Survey (PLMS) to show that
households and workers actually tend to choose high-cost RSPs, with the result that
realised remittance costs remain high.

The PLMS asks workers in Australia and New Zealand and households in the
Pacific about the main remittance channels and RSPs they use. The household
survey covers six types of remittance channel: online transfer through banks; online
transfer through Money Transfer Operators (MTOs) such as Western Union and
Moneygram; over-the-counter transfer through MTOs; mobile wallets; through
friends; and other. The worker survey has five categories: online transfer (through
both banks and MTOs); over-the-counter transfer; mobile wallet; through friends;
and other.

Table 1 reports the main remittance channels used by Tongan households. 47.6%
used over-the-counter transfers through MTOs. Just over one-third used online
transfers through MTOs, followed by online transfers through banks with 12.4%.
Mobile wallets had a relatively small share at 5.7%. Only one household said they
used informal transfers through friends. (It is likely pandemic travel restrictions
prevented migrants from carrying cash home by hand, as they tended to stay
abroad.)
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Table 1: Main remittance channels reported by respondents
in the household survey

Main channel Frequency Percent
Online transfer through banks 119 12.41

Online transfer through money

transfer operators, such as

Western Union, MoneyGram, 324 33.79
etc.

Over-the-counter transfer

through money transfer 456 47 55
operator, such as Western

Union, MoneyGram, etc.

Mobile wallet (eg KlickEx

Pacific) 99 9.74
Through friends 1 0.10
Other 4 0.42
Total 959 100.00

Source: Author calculations using the PLMS household dataset - Created with Datawrapper

The same question from the worker survey, which draws from only some of the
same households, gives a slightly higher share for online transfers. Table 2 shows
that 69.9% of Tongan temporary migrants sent remittances by online transfer
through banks or MTOs, while 25.6% used over-the-counter transfers. Mobile
wallets remained relatively unpopular at 1.7%. The number of temporary migrants
who sent money through friends was higher (at 2.5%) because the worker survey
was conducted after border restrictions eased.

Devpolicy Blog from the Development Policy Centre Page 2 of 8



DEVPOLICYBLOG

Table 2: Main remittance channels reported by temporary
migrants in the worker survey

Main channel Frequency Percent
Online transfer 522 69.88
Over the-counter 191 25.57
Mobile wallet 13 1.74
Through friends 19 2.54
Other 2 0.27
Total 747 100.00

Source: Author calculations using the PLMS worker dataset - Created with Datawrapper

Combining the PLMS and the new market audit data we presented in the previous
blog reveals that most Tongan households and migrants choose higher-cost RSPs.
This leads to an average realised remittance cost, among workers surveyed who
also use the RSPs we audited, of around 6.4%. For PALM workers the costs are
slightly higher at 9.5% compared to RSE workers’ 6.27%.

Figure 1 illustrates the main RSPs in the Australia- and New Zealand-Tonga
corridors used by households and workers. More than 20 RSPs are used by Tongan
households and workers, but three are popular: Moneygram, Western Union, and
Ave Pa’'anga Pau. In the Australia-Tonga corridor, Moneygram had a dominant
share of 54.29%, followed by Western Union with 19.9%. Ave Pa’anga Pau, a
relatively new MTO established by the Tonga Development Bank to lower
remittance costs, came in third at 7.8%. These shares were relatively consistent in
the worker survey.

Figure 1: The use of RSPs by Tongan households and workers (%)
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Source: Created by the authors from PLMS data.

Despite Moneygram and Western Union having a dominant market share, cash
transfers through Moneygram, as well as both cash and online transfers through
Western Union, are considerably more expensive than through low-cost RSPs.
Table 3 shows that cash transfers through Moneygram cost 5.4%. Although
Moneygram also offers lower-cost online transfers, 44.4%of households using
Moneygram received money in cash (Figure Al in online appendix). For Western
Union, cash transfers cost 8.2% and online transfers 7.4%, much more than the
cheapest RSP’s 1.8%.
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Table 3: Average cost of remittances (%) by RSP in the
Australia-Tonga corridor (SMP)

Remittance Service

Providers Mean (%) Standard deviation
ANZ 3.471 0.300
Ave Pa'anga Pau 2.849 0.574
KlickEX 5.086 1.168
Moneygram (Cash) 5.402 0.223
Moneygram (Online) 2.639 0.227
NAB 23.444 0.383
Ria 1.760 0.322
Western Union (Cash) 8.231 0.379
Western Union (Online) 7.381 0.389

Source: Author calculations using market audit dataset (Send Money Pacific) - Created with Datawrapper

In the New Zealand-Tonga corridor, the lowest-cost RSP Ave Pa’anga Pau was also
popular with a more than 30% market share. Between 12.3% and one-third of
survey respondents used Moneygram, while between 15.2% and 21.3% used
Western Union. Western Union and Moneygram users paid remittance costs up to
Six percentage points higher than the cheapest option (Table 4).
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Table 4: Average cost of remittances (%) by RSP in the New
Zealand-Tonga corridor (SMP)

Money Transfer Operators Mean (%) Standard deviation
ANZ 4.523 0.474
ASB 21.676 0.494
Ave Pa'anga Pau 3.329 0.591
KlickEX 5.411 0.742
Moneygram (Cash) 5.843 0.295
Moneygram (Online) 9.731 0.285
Wantok 5.676 0.464
Western Union (Cash) 7.533 0.414
Western Union (Online) 7.394 0.413

Source: Author calculations using market audit dataset (Save Pacific) - Created with Datawrapper

Given the relatively higher market share of the higher-cost RSPs, the obvious
question is: why do people choose them?

Figure 2 shows that 79.9% of Moneygram and Western Union users chose their
remittance channels because of ease of use, followed by cost (38.0%), and speed
(34.2%). It is reasonable that people do not use Ria much in the Australia-Tonga
corridor because it has only one agent in Tongatapu and remains relatively new.
Figure 3 shows that the users of Ave Pa’'anga Pau, by contrast, paid much more
attention to cost (60.9%). Those who keep using Moneygram and Western Union
presumably stick with them because they accord strong priority to factors other than
cost.

Figure 2: The reason why Tongan migrants who use Western Union and
Moneygram choose remittance channels (%)
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Figure 3: The reason why Tongan migrants who use Ave Pa’anga Pau choose
remittance channels (%)
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Created by the authors from PLMS data.
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Nevertheless, we found a silver lining.

RSP choice appears to be naturally shifting to lower-cost RSPs over time. Western
Union’s market share among SWP workers declined from around 96% in 2017 to
17% in 2023 (see page 38). The share among RSE workers fell from 60% in 2010
to 15% in 2023 (see Table A9 in the online appendices). New lower-cost RSPs like
Ave Pa’'anga Pau and KlickEx have quickly grown in popularity among temporary
migrant workers, accounting for 14.5% of all surveyed households, higher than 10%
in the Australia-Tonga corridor and 37% in the New Zealand-Tonga corridor (see
Table A2-6 in online appendix).

An earlier blog and recent brief discuss macro-level constraints on remittance cost
reduction, like financial capability and price transparency regulations. We have now
added workers and households to this discussion: much lower remittance costs
could be realised simply by shifting remitter behavior. But how much would Tonga
gain? What prevents people from switching to lower-cost options? We will address
these questions in the final blog of this series.

This blog is the second in a three-part blog series.
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