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Monsieur le Président,

Madame le Directeur Général Adjoint de
I’Organisation Internationale pour les
Migrations,

Mesdames et Messieurs,

Le théme gu'’il a été demandé a la BCEAO
de traiter, est actuel car, dans le cadre des
engagements pris a Monterrey en mars 2002, il
est nécessaire de construire un partenariat
efficace, en vue de mobiliser et de canaliser les
ressources disponibles vers le développement
des Pays les Moins Avancés (PMA). Les
réflexions spécifiques sur le sous-theme
prennent une importance particuliere, eu égard
aux enjeux liés a l'importance des ressources
rapatriées par les émigrés et a leur affectation
optimale.

Pour introduire le sujet, je donnerai un bref
apercu de l'état des lieux des activitées de
transfert de fonds dans les pays de I'Union
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Economique et Monétaire Ouest Africaine
(UEMOA). Je mettrai ensuite en relief les
principes fondamentaux et les orientations
pouvant fonder une améelioration des services
de transferts de fonds. Enfin, je vais tenter
d’esquisser quelques initiatives et actions a
mener, en vue d'accroitre significativement les
flux de transferts et de renforcer leur impact
économique.

Mesdames et Messieurs,

Dans I'UEMOA, les statistiques fournies
par les sociétés de transferts rapides réveélent
gu'en 2004, les transferts recus
correspondaient a environ 3,2% du PIB de
I'Union contre 2,0% pour I'ensemble des pays
en développement. Pour certains pays tels que
la Guinée-Bissau, le Sénégal et le Togo, ces
transferts se situaient entre 7,4% et 8,1% du
PIB. Dans un pays comme le Séneégal, les
rapatriements en provenance des Etats
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membres de I'Union Européenne représentent
61% du total des transferts recus. Ce rapport
est de 44,5% pour lI'ensemble de TUEMOA. Le
phénomeéne ne caractérise pas uniquement les
relations Nord-Sud, car pres de 43,0% des
rapatriements de fonds au Burkina proviennent
des autres Etats de I'UEMOA, de la Cote
d'lvoire en particulier.

Cet état des lieux sommaire laisse
apparaitre la nécessité de lever les contraintes
identifiées ce matin et d'améliorer les services
de rapatriements de fonds, en s'appuyant sur
guelques principes et orientations essentiels.

Au nombre des principes,

) Le premier principe est
celui de la sécurisation des transferts
de fonds qui assure la prévention des
transactions d'origine llicite et le
renforcement de l'intégrité du systeme
financier.
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o Le second principe est
celui de la célérité, qui requiert
I'exécution des ordres de transferts
dans des délais compatibles avec les
progres actuels en matiere de nouvelles
technologies de l'information.

o Le troisieme principe
porte sur une plus grande
accessibilité  aux  services de
transferts. L'accés aux services de
transferts devrait étre possible a tout
agent économique, quelle que soit sa
position géographique.

Ces principes, me semblent-ils, devront
étre inscrits dans une perspective générale
d'amélioration des services financiers dont les
migrants pourraient tirer avantage. Il s'agit en
particulier, des quatre orientations globales ci-
apres :

1. une plus grande

concurrence entre les offreurs de
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services de transferts. Celle-ci est de
nature a améliorer significativement les
retombées économiques des envois de
fonds, en réduisant les colts de I'envai,
de la réception des transferts ainsi que
de leur affectation, et en améliorant la
gualité des prestations.

Le développement des
infrastructures de
télécommunications et de fournitures
d’énergie dans les pays en
développement pour y faciliter
notamment le déploiement
géographique des services de
transferts.

La création des conditions
permettant de canaliser une part
accrue des fonds transférés vers
I'investissement, afin de renforcer
I'incidence de ces ressources sur le
développement des pays récipiendaires.
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4, L'amélioration de la
collecte des statistiques.

L'amélioration des services de
rapatriements de fonds des migrants s'inscrit
dans la perspective de la recherche des voies
et moyens permettant de diversifier les sources
de financement des investissements et des
projets de développement dans les Pays les
Moins Avancés. Les ressources rapatriées par
les émigrés servent, en regle générale, a
satisfaire des besoins de subsistance des
bénéficiaires, a financer des actions de
solidarité, les aides scolaires ou I'acquisition de
biens immobiliers. De fagon accessoire, ces
ressources sont destinées a la construction
d’infrastructures  locales de santé et

d’éducation.

Dans ce contexte, les initiatives
d'amélioration des services de rapatriements de
fonds devraient s'inscrire dans un processus
global visant le renforcement des actions de
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lutte contre la pauvreté et la canalisation d'un
flux accru de ressources vers le financement
d’'investissements  productifs. Dans cette
optique, les actions a entreprendre requierent
une conjugaison des efforts des Etats, du
secteur privé, en particulier le systéeme
financier, et de la Banque Centrale. Les actions
prioritaires visent a maintenir un cadre
macroéconomique stable, a définir une
politique économique intégrant la diaspora
comme un opérateur economique majeur, a
promouvoir les infrastructures économiques de
base, renforcer la mise en oeuvre des
stratégies de lutte contre la pauvreté, assurer la
réduction des colts des transferts, développer
une gamme de produits financiers novateurs
adaptés aux besoins de la clientele émigrée,

consolider l'intégrité du systeme financier.

Pour conclure, Monsieur le Président, nous
avons vu limportance des transferts des
migrants qui atteignent 20% des recettes
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fiscales des pays de 'UEMOA. Il me semble
qu'on ne peut pas durablement améliorer
I'impact économique des transferts des
migrants sans une administration publique de
développement et une diplomatie de
développement.
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Improving Remittance Services: Approaches adopted by Bangladesh in Lowering Costs,
Expanding Access and Providing Information

Remittances from migrant workers constitute a major element supporting the balance of
payments positions of lower income developing economies. For Bangladesh, the remittance
receipts of USD 3.848 billion (6.4 percent of GDP) in FYO05 (July 04 — June 05) were more
than four times the Official Development Assistance (ODA) receipts. Nearly doubling from
FY2000 level of USD 1.949 billion, the remittance receipts in FY05 approached 45 percent of
exports in absolute size and have substantially cushioned the economy from the severity of
the oil price shock. Consumption and investment would have been curtailed much more
drastically because of the high import cost of oil, but for the continued healthy growth in
remittances.

Given this importance for the economy, Bangladesh authorities have accorded high priority to
improving remittance services for migrant workers, with initiatives towards:

expanding access, bringing the services closer to their work places in host countries
and closer to the recipients in rural Bangladesh;

- lowering costs for the remittance services;

- ensuring competitive exchange rate and providing convenient saving and investment
options both in foreign and domestic currencies;

- providing information about the remittance services and the savings and investment
options with sufficient details to enable migrant workers to choose the best suited,
least cost options.

02. Expanding access to remittance services

To enable migrant workers to remit funds through intermediaries as close to their workplaces
as possible, Bangladesh authorities have supported and encouraged establishment and
continual expansion of drawing arrangements between banks in Bangladesh and remittance
intermediaries in source countries including banks and duly licensed and supervised money
transferors/exchange houses. Banks in the source country usually have only limited interest in
handling small remittances of migrant workers without other more remunerative banking
relationships; money transferors/exchange houses have therefore assumed a more prominent
role in handling workers remittances.

Besides the numerous drawing arrangements (exceeding 400), banks in Bangladesh have also
set up subsidiaries/branches in the major host countries of Bangladeshi migrant workers (UK,
USA, UAE, Kuwait, Qatar, Singapore, Italy etc.) for mobilizing remittances. Two banks from
Bangladesh have posted personnel in Saudi Arabia specifically to facilitate remittances, this
being the single largest source country with 39.2 percent of total remittance receipts in FY05.
The government’s post office department also has some role in handling remittances in the
form of international money orders from their counterparts in the host countries of
Bangladeshi migrant workers.

At the receiving end in Bangladesh, more than 6300 bank branches spread all over the country
are active in delivering remittances to recipients. The authorities have set 48 hour and 72 hour
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delivery time standards respectively for urban and rural areas; but the 72 hour delivery time
standard for rural areas is oftener breached than complied with.

To improve matters, banks are cooperating towards faster deliveries, using the services of
each other’s branch networks. Further, some banks have usefully engaged the extensive
branch networks of microfinance NGOs in delivery of remittances to recipients in the remoter
rural locations.

03. Lowering costs of remittance services

Only about five percent of migrant workers from Bangladesh are well paid professionals, the
large majority are low wage unskilled and semiskilled workers who send small amounts out
of their earning at regular intervals for subsistence of their families in Bangladesh. The flat
fees charged by banks and money transferors for these small sized remittances tend to be high
relative to the amounts remitted (in remitting from the UK, the flat fee of £25 charged for
transfers up to £500 comes to 10 percent for a typically median sized remittance of £250). The
paying bank at the delivery leg in Bangladesh has also its delivery costs to recoup, with little
or no interest float to be earned for the brief intervening period in prompt deliveries. The high
costs involved in transfers through the formal system result in significant volumes of
remittances of migrant workers being siphoned off by illegal informal channels (‘hundi’ or
‘hawala’ operators). Lowering the costs of remittance services is therefore seen as important
for benefiting the migrant workers and their families in Bangladesh, and for drawing the
illegal informal transfers into the legal formal channels.

The main approach in efforts for lowering of remittance costs facing the migrant workers has
been to increase competition amongst intermediaries in collecting the remittances in the host
countries. The number of drawing arrangements of banks in Bangladesh with banks and
licensed money transferors/exchange houses in host countries of migrant workers are
continually being expanded, and information on all the available remittance options are being
disseminated amongst the migrant workers and the remittance recipients in Bangladesh.

At the Bangladesh end, banks are being encouraged and prompted to adopt upgraded IT
systems and more efficient procedural arrangements towards reducing the costs of remittance
delivery; they are also being motivated to extend to the rural remittance recipients a broader
menu of deposit, payment and lending services instead of mere remittance delivery, with
manifold increase in earning prospects from these additional services. A ‘challenge fund’ in
the recently undertaken ‘Remittance and Payments Partnership (RPP)’ between the
Government of Bangladesh and the British DFID will provide grant support to banks and
other remittance intermediaries for financing part of their implementation costs of innovative
initiatives for improving delivery of remittances and other financial services to the
unserved/underserved population segments in rural areas. Automation of cheque clearing and
modernization of the payment settlement arrangements to be implemented under the RPP
project will also contribute substantially towards higher efficiency and lower costs in
remittance delivery.

04. Competitive exchange rate and convenient savings and investment options for migrant
workers

Bangladeshi migrant workers abroad are free to maintain non resident accounts with banks in
Bangladesh in US Dollar, Pound Sterling, Euro or Yen; balances in these accounts can earn
interest and are freely transferable abroad. Savings options at attractive interest rates are
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available for them in 3 year US Dollar bonds, in 5 year Taka wage earner development bonds
and in 5 and 10 year Taka treasury bonds issued by the government, with free repatriability of
principal; interest earned is also freely repatriable abroad on all these bonds except the wage
earner development bond. Migrant workers abroad may also make portfolio investments
through stock exchanges in Bangladesh, using non resident investor’s Taka accounts
maintained with banks. Quotas are reserved for migrant workers abroad in allotments of
primary issues of equity in the stock exchanges, and in allotment of plots in residential estates
developed by public authorities. These savings and investment avenues in Bangladesh have
been attracting the surplus earnings of the better off segments of migrant workers,
underpinning sustained growth of remittance inflows. The transition from May 2003 to
market based floating exchange rate for Taka has further facilitated remittance growth,
protecting the remittance inflows from the adversity of inappropriate overvaluation of
domestic currency.

05. Providing information to the migrant worker diasporas about the available remittance,
savings and investment options

Effective dissemination and continual updating of information about the available remittance,
savings and investment options for the migrant workers in the host countries is important in
enabling them to make informed choices about the best suited, least cost options. The
information and communication channels employed include:

- pre-departure briefings for migrant workers by the government’s Bureau of
Manpower, Employment and Training (BMET);

- migrant worker diaspora briefings in social events and meetings in host countries,
supported by the labour wings of embassies of Bangladesh;

- bulletins/press releases/advertisements in print and electronic media channels popular
with the migrant worker diasporas in host countries, and also in Bangladesh for
information of families/beneficiaries of migrant workers;

- information booklets/brochures/pamphlets in hard copy made available through banks
in Bangladesh and their drawing arrangement counterparts abroad;

- websites of the government, central bank, commercial banks and embassies abroad.

Satisfactory institutional arrangements are yet to be in place for regular updating of the
information materials with accurate, dependable information on changes in practices,
regulatory arrangements and costs relating to remittances in the host countries of migrant
workers. The RPP project undertaken by the government with support from British DFID
will, interalia, attend to capacity building on this aspect. This appears to be a possible area for
useful support and attention also from the UN agencies concerned with labour migration
issues.
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According to the Global Economic Prospects 2006 report of the World
Bank, overall expatriate nationals’ financial support for their home countries
is more than double the amount of Overseas Development Assistance
(ODA) from the OECD countries and others.

In 2005 the total amount of remittances sent home by migrant workers
through formal channels amounts to over US$167 billion to developing
countries around the world — almost a sixfold increase from global
remittances to developing countries in 1990.

Remittances are an important source of external financing
in developing countries
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Numbers for the same period show a fivefold increase for low-income
countries, a thirteenfold increase for countries in East Asia and the Pacific,
an eightfold increase for countries in Latin America and the Caribbean and a
fourfold increase in remittances to countries in sub-Saharan Africa.

Why is the growth in remittances to East Asia and the Pacific, Latin
America and the Caribbean higher than sub-Saharan Africa?

According to the “Developmental Role of Remittances in US Latino
Communities and in Latin American Countries”, a paper for the Inter-
American Dialogue and the Tomas Rivera Policy Institute — the answer is
“assisting in the development of formal immigrant associations (so-called
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hometown associations) and encouraging their commitment to their home
countries can stimulate remittances.”

For example, the Mexican government has developed formal outreach
initiatives to migrants in the US that help boost remittances.

Increased competition in remittance transfer markets drives down
transactional costs and fees, encouraging the use of formal channels over
informal ones that are often costly and risky and go unreported.

Favourable immigration policies that allow citizens of some countries easier
access to legal stay.

Informal channels: Experts on migrant remittances agree that more money
is sent home through informal channels by migrants at sometimes higher
cost and risk. For example, a recent study indicated that about 46 per cent of
the true amount of remittances to Mexico is hand-carried and often prone to
fraud and abuse.

Page and Plaza (2005) use a similar methodology and find that the share of
unrecorded remittances relative to the total remittances averages 48 per cent
worldwide (and 73% in sub-Saharan Africa).

Global Remittances from migrants through formal channels totalled
USD$167 billion in 2005
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Remittances transaction cost: However, the present costs associated with
international remittances, particularly to sub-Saharan African countries are
high, and negatively impact the effectiveness of remittances. It is therefore
necessary to look at each element within the cost structure to see how we
can optimize the level of efficiency for cost savings that will benefit the
migrants and their families.

For example, the average amount of money transferred from the United
States to foreign countries is US$320 with fees ranging from 6 to 15 per
cent; additional costs can run the total to 20 per cent of the amount remitted,
particularly to countries in sub-Saharan Africa.

Fees and foreign exchange spreads for $200 in Western Union transfers
from New York City (percent)
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SOURCE: World Bank’s “Global Economic Prospects 2006, p. 144.
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Competition in the remittances market place: Wire-transfer companies
such as Western Union and Money Gram, control 70 per cent of the
international remittance market in the US. It is estimated that US$6 billion in
annual transactions fees was made in 2004.

Recent class action suits in the United States against Western Union and
Money Gram in 1999 for charging exorbitant hidden fees for transactions to
Mexico resulted in settlement by both companies and compensation. This
example illustrates the need for clear regulation and more credible financial
oversight by governmental authorities to mitigate exploitation and abuse of
consumer rights.

Increasing competition: Increasing the numbers of non-bank financial
institutions (NBFI), such as credit unions in the remittance transfer markets,
will create competition, and likely reduce transaction cost on one hand while
also attracting remittances away from informal channels currently used. This
will increase the amount of money available for migrants and their families,
reduce incidences of fraud and abuse presently encountered by migrants who
send money back home, and will bring remittances into a formal central
bank balance of payment.

Why a Credit Union? : As the foreign-born population in the US continues
to rise, so does the need for access to safe and affordable financial services
that handle international remittances.

Over the past few years there has been a tremendous growth in money
transfers, especially to Latin America and the Caribbean (LAC). According
to the Inter-American Development Bank, remittances totalling US$45.8

billion were sent to LAC in 2004 of which US$16.6 billion went to Mexico
alone.

For many countries, remittances have become a highly dependable source of
household income and are a significant percentage of the country’s Gross
National Product. For the family and friends back home, these funds are
vital to help cover the costs of food, housing, education, new businesses and
to save for the future.
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What is a credit union: Credit unions, or savings and credit cooperatives,
are user-owned financial institutions that offer savings, credit, insurance and
money transfer services to their members. Membership in a credit union is
based on a common bond, a linkage shared by savers and borrowers that can
be based on a community, organizational, religious or employee affiliation.
In countries where they have legal authority to do so, credit unions serve
non-members with deposit and remittance services. Credit unions accept
deposits of members, pay interest (dividends) on them out of earnings, and
primarily provide consumer instalment credit to members.

It is a not for profit tax-exempt organization, democratic in structure with
each member having only one vote irrespective of volume of deposit. Funds
deposited in credit unions are insured up to US$ 100, 000 by the National
Credit Union Administration.

Membership in a credit union focusing on migrant groups will provide
access to financial services often not available to migrants, assist migrants to
build financial strength and, at the same time through the World Council of
Credit Unions (WOCCU) IRnet, transmit international transfers from credit
union to credit union globally at one of the lowest available rates in the
market place.

What is IRNet?: International Remittances Network, IRnet differs from
other remittance networks in that it is a credit union-based network, which
enables people to send money from a credit union in the US to a credit
union abroad. It is not limited to credit union-to-credit union transfers,
however; money may be sent and distributed via WOCCU’s partners’ agents
and payers as well. Thus, people have the option of making a transfer (i)
from a credit union agent to a credit union payer, (ii) from a credit union
agent to a non-credit union payer or (ii1) from a non-credit union agent to a
credit union payer. The current network provides services to countries in
Latin America, Asia, Africa, Europe and Australia.

By offering access to remittance services, credit unions around the world are
able to serve unbanked and underserved populations, giving them an
opportunity to have access to additional financial products and services,
which may ultimately help them to improve their lives.
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Advantages of IRnet

o Credit unions as agents/payers: Unlike other remittance providers
operating out of convenience stores or check cashing outlets, credit
unions are able to offer core financial services in addition to
remittances, such as savings and checking accounts, loans,
educational seminars, etc. In addition, credit unions in the US are
guaranteed to be regulated and insured financial institutions.

o Lower fees and disclosure of exchange rate: For as little as US$10,
credit union members and potential members are able to send up to
US$1,000 to Mexico. In addition, the senders are guaranteed the rate
of exchange and informed of the amount to be picked up by the
beneficiary at the time they make the transfer.

» No fee to the beneficiary: The beneficiary abroad will not be charged
any fee for receiving transfers.

WHADN providing financial services to the underserved African
migrant’s population in the U.S.: The Western Hemisphere African
Diaspora Network (WHADN), an initiative of the African Union established
in 2002, is an umbrella organization for African Diaspora/ migrant groups in
the Western Hemisphere. WHADN’s mission is to use the collective talents
and disciplines of Africans in the Diaspora in the development of Africa,
through programmes and initiatives that advance development of Africans at
home and abroad. WHADN’s core constituency send the large part of the
numbers of international remittances going into sub-Saharan Africa.

The WHADN Credit Union, with membership outreach to all Africans and
people of African descent in the U.S, has a large population of members that
would be well served through the creation of a credit union or group
membership in an existing credit union.

The WHADN Credit Union - working through the World Council of Credit
Unions and others - will provide user-friendly services at modest costs to its
migrant members, therefore reducing costs, but keeping the efficiency of
transfers for its members and their families in sub-Saharan Africa.

All profits from the WHADN Credit Union’s operations will support the
expansion of its members’ personal development and WHADN mission to:
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» encourage and facilitate the enduring cultural, social and economic
ties to Africa within the Western Hemisphere Diaspora communities;

« develop and identify funding for capacity building projects by
Diaspora civil society organizations in the Western Hemisphere
Diaspora and the African Union;

o work with the African Union to create mechanisms to represent the
views, concerns and interests of the African Diaspora within the
African regional organization.

By bringing large population of African expatriates with strong family ties at
home together through the WHADN credit union, the volume of
international remittances to sub-Saharan Africa will increase and transform
Western Hemisphere - sub-Saharan Africa to a high-remittance corridor.
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Public - Private Partnerships -The way to go

Ladies and Gentlemen, distinguished guests, participants and my fellow discussants,

It is a pleasure to be able to attend this conference and I would like to express my
appreciation to the organizers for inviting Global African Diaspora Coalition and for the
recognition.

It is indeed my pleasure to address you today on the public-private partnerships and their
impact on remittances to Africa. I shall start with a brief introduction on the Global
African Diaspora Coalition-GLAD. The Global African Diaspora Coalition was created
and inspired by the recognition of the need for Africans in the diaspora worldwide to
speak with one voice and to effectively implement and coordinate their activities.

Our main objectives are:

. To mobilize the Global African Diaspora into Action for Africa by strengthening and
reinforcing links between the diaspora worldwide, the international community and
the African continent.

. To provide a platform for the effective harnessing and coordination of targeted
initiatives being undertaken by diverse diaspora organizations and groups geared
towards the economic and social development of Africa.

. To promote enterprise and the development of small and medium sized enterprises
(SME) and micro-enterprises in Africa.

. To promote NEPAD as a viable blueprint for economic development in Africa.

. To facilitate business links between the African diaspora business community
worldwide and Africa.

You will need to recognize that, most simply, the diaspora is made up of those descended
from Africa at some point in their or their family's history.

I now wish to draw your attention to the importance of private-public partnerships and the
role they play in enhancing the socio-economic development of our continent, Africa. It is
also important to applaud the decision taken by African Union (AU) in recognizing the
African Diaspora worldwide as the Sixth Region of Africa. This new region is considered
to be a key and strong economic platform with over 150 million people, and is expected to
effectively facilitate, inter alia, the South-South trade relationships.

The concept of developing and strengthening of public-private partnerships aims to
encourage institutions not only to share, but also to find ways to do more in order to meet
the global challenges. Through the Global African Diaspora Coalition (GLAD), African
Diaspora has taken a lead in creating a conducive environment that has seen the start of
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numerous public-private partnerships that will lead to achieving real results towards
Africa’s development goals.

Well before the prominence afforded Africa this year in international circles, strides had
been made to address sustainable development related to international trade, significantly
the renowned LOME IV Convention (1989) between Africa, the Caribbean, the Pacific
and Europe, and the COTONOU Agreement signed in 2000. NEPAD’s policies should
assist SME’s on the continent to benefit effectively from the COTONOU Agreement and
other agreements which have been signed relating to international trade, using them as a
platform to establish sustainable partnerships with existing northern hemisphere economic
relationships and using them to leverage newer links across the southern hemisphere.

The New Partnership for Africa’s Development (NEPAD) has set the stage for action to
revitalize the social and economic development of Africa by its leaders and peoples. There
is already significant change underway. More African countries have democratically
elected governments than at any time before, and there is a common determination among
Africa’s leadership to resolve long-standing conflicts and new emergencies. This
determination is replicated at the grass roots, where an interest and appetite for more
information sharing and participation has been registered.

There is an escalating demand from our people, which we must harness, take advantage of
and respond to. In summary, a collective commitment to improve the status quo has
emerged and can only be enhanced through the promotion of public-private partnerships.
The role of public-private partnerships involves consultations geared towards the
development and sustainability of equitable partnerships between government, civil
society, international organizations and business for development. If well managed, such
partnerships help also in coordinating aid packages and priorities between donors
according to national development plans agreed by all stakeholders, so as to avoid fads
and conflicting donor programmes. This will further provide stable and consistent support
to the regional economic communities for the provision of cross-border infrastructure and
to increase market size for goods and services.

Public-private participation offers opportunities to engage in dialogue and partnership,
leading to action aimed at overcoming poverty and enabling all peoples to enjoy the
benefits of economic, environmental and social progress. Since the 1992 Rio Earth
Summit, governments, business and other stakeholders have made significant advances
towards sustainable development on many fronts. But more needs to be done. Agreed
frameworks, commitments, rules and principles have not been fully implemented and the
benefits have not yet been shared by all, particularly in developing countries. It is
important to mention here that businesses are committed to being part of the solution to
these problems.

The opening and deregulation of markets, a global, rules-based system for trade and
investment, and the modernization and international extension of rules are intrinsic to this
progress. The social and environmental costs of not increasing global economic growth
and development, and of not pursuing cooperative environmental management, are much
greater than any of the challenges that accompany such growth. A substantial and growing
number of companies have a proven record of improving social and environmental
conditions where they invest and do business.
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The objectives and benefits of public-private partnership need to be encouraged in order
for stakeholders and governments to work together to:

1. Promote a better understanding of the role of economic growth in sustainable
development. Economic growth is key to solving environmental and social
challenges. Poverty reduction is a very important component of sustainable
development and can best be pursued through foreign direct investment, improved
market access, international environmental cooperation, multilateral technical and
financial assistance, meaningful debt reduction, improved governance, institution
and capacity-building, and targeted aid.

2. Strengthen awareness of the role and importance of development aid. Declining
official development aid (ODA) underscores the importance of foreign direct
investment (FDI), but FDI is not a replacement for ODA. ODA should be used to
build capacity in the least developed countries, so as to pave the way for both local
entrepreneurship and FDI.

3. Work for good corporate and national governance. Introducing greater
transparency and accountability and promoting the eradication of corrupt practices
at all levels of government are essential for getting optimal value from ODA and
for attracting increased FDI. Coordination among policymakers and institutions in
the economic, environmental and social fields will help establish enabling
conditions for improved implementation of sustainable development.

4. Promote the integration of developing countries in the multilateral trading system.
Such integration will enable them to participate in and benefit from economic and
information markets, and help them to improve their environmental and social
conditions through capacity building. Liberalized trade and access to markets are
of paramount importance for sustainable development. Developing countries
should strive to provide better conditions for business, in which foreign investors
can improve and modernize infrastructure and environmental stewardship.
Developed countries should open their markets to imports and assist developing
countries to improve their environmental management practices. Regional
groupings of developing countries could work to widen the potential markets for
their products and services and spur awareness of sustainable development among
local enterprises.

5. Foster technological innovation and access to information, to contribute to better
environmental management and improved quality of life.

6. Encourage multilateral cooperation on market, science and risk-based approaches
that do not restrict trade.

7. Encourage participation by business in shaping sustainable development policies
within the framework of rules-based globalization, in partnership with the UN
system and with non-governmental entities, recognizing that the private sector
plays a crucial role in enhancing the quality of life.
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Turning to the issue of remittances, a lot has been said about these. I wish to look at what
impact remittances have on the economies and how partnerships can enhance the impact
of the remittance flows to least developed countries. It is estimated that remittances to
Africa in 2003 reached US$ 200 billion. Increasing the flow of remittances from the
developed to developing countries can contribute significantly to international
development. Although there is an increasing desire by the African diaspora worldwide to

Remittances to Developing Countries
in US$ million
1970 to 2001

/’\

80,000

increase their investment or start to investment in Africa, what is fundamentally crucial is
mobilizing the Global Diaspora’s interest, challenging perception, attracting diverse
partnerships and creating the required infrastructure to enable the investment flows.

Dr Emmanuel Argo- The Ministerial Conference of the Least Developed Countries on Enhancing the
Development Impact of Remittances-Feb 2006

E-mail: argo@aglobaldiaspora.com

Tel: 44 (0) 208 375 3526

285



Several aspects of the policy and regulatory environment in remittance-receiving and
remittance-sending countries in Africa affect migrant remittance flows, either attracting,
limiting, or deterring them. Those aspects include:

Know-your-customer rules

Financial market liberalization vs. control

Licensing and regulation of money transfer services
Government-led incentives for sending and investing remittances

African regulations and legal interpretations tend to be conservative compared to those in
some parts of Latin America, which allow a variety of points of sale for money transfer
services, including pharmacies and other retail services. Innovation in the use of new
technologies, such as transfers by mobile phone, will tend to receive a conservative
assessment by regulators and are likely to be limited to financial service providers,
whereas much broader outreach could be achieved if non-financial points of sale were
allowed to join the service network.

It should be pointed out that for many countries remittances are greater than both Official
Development Aid (ODA) and Foreign Direct Investments (FDI). Using even the most
conservative estimates, the remittance flow from the UK to Africa is in the region of
hundreds of million pounds annually. This means that Africans are by far the biggest
donors and financial contributors to African development. These African donors include
skilled workers trained in Africa and recruited by large employers (such as the UK
National Health Service) without recompense to the African countries; low-income
manual and service workers who clean and maintain government and city offices, and
settled Africans working in the professional sector.

Secondly, we need to recognize that throughout Africa, financial and monetary policies
and regulations have created barriers to the flow of remittances and their effective
investment. A few governments, recognizing the valuable contributions of remittances,
have facilitated foreign exchange transactions or provided investment incentives such as
matching grants. More could be done, however, especially in the context of the regulation
of the financial industry. Restrictive licensing of money transfer services, for example,
limits access to remittances and restricts the potential impact of remittances in many areas.
Other regulations and policies create unattractive environments for investment and block
improvements in financial services. Removing those obstacles - and broadening and
adapting relevant financial products and services, such as savings and investment options -
would boost remittance flows and raise their impact on development. Increasingly aware
of the benefits of remittances, African governments should begin to create more
facilitating environments, as opposed to the early models of control. Those efforts could
be complemented by improvements in financial systems and services, such as easier
transfers, more service points, and opportunities to save or invest remittances.

For any impact to be felt, both domestic and foreign private sector investment should
complement official development assistance. If a country establishes the right conditions
to encourage home-grown investment, that will attract foreign direct investment too,
private-public partnerships should play a key role in linking foreign direct investment to
official development assistance in the financing of specific projects, particularly
infrastructure projects. Often public-private partnerships will be the way to go in building

Dr Emmanuel Argo- The Ministerial Conference of the Least Developed Countries on Enhancing the 6
Development Impact of Remittances-Feb 2006

E-mail: argo@globaldiaspora.com

Tel: 44 (0) 208 375 3526

286



the roads, the power and water supplies, the schools and the clinics that not only improve
living standards but also provide the basic infrastructure for profitable business that
creates wealth, jobs and justified hope for a better future.

The diaspora represents a significant market opportunity for African entrepreneurs. Many
possess purchasing power, many have access to credit cards and other network-friendly
payment systems, and many are willing to use the internet for purchases. Opportunities
exist in the business-to-business, business-to-consumer, and consumer-to-business
domains. The challenge is to raise awareness amongst both the diaspora and entrepreneurs
in Africa to the important opportunities. We also need to make an effort to overcome any
psychological barriers that may exist.

Where is the private money, the lion's share of finance for development, coming from? Is
it not from remittances? The onus is on recipient countries to provide an environment in
which investors can be confident of good governance, the rule of law, non-discrimination
and political stability. Companies are used to taking risks, but these should be commercial
and calculable. Before taking the plunge, diaspora investors need to know where they
stand. Achieving better coordination between business leaders, official lenders and
governments will be a key consideration.

Sustainable development in Africa has been thrown into sharp relief and has gained even
more urgency in the current climate of globalization as demonstrated not least by the G8
conference in July last year at Gleneagles. Globalization is a reality we all face and in
economic terms is a set of processes in which production, marketing and investment are
increasingly integrated across borders and between firms leading to the emergence of a
single market for goods, capital, technology, services, information and, to a limited extent,
for labour. It is in recognition of the importance of partnerships that such processes and
systems can be successful.

Globalization has shown Africa must move beyond the legacy of dependence, and beyond
the challenge of independence to face the new challenge of interdependence. Despite the
many shortcomings in relations between some EU members and their former colonies in
Africa, there is a growing awareness that in this new global context, Europe is keen not to
lose its influence on a continent with huge resources and, in turn, African countries need
the support of Europe and the Global African Diaspora as a community and SME’s,
including micro-enterprises, as an economic force as both play a key facilitating role in
this dynamic.

Ladies and Gentleman, harmonization of strategies and programmes for sustainable
development can only be achieved if the public and private sector meet in addition with
the worldwide African Diaspora and have a mutually agreed international forum for
sharing views and addressing concerns. NEPAD is one such platform that exists. In this
respect, we can play an important role in facilitating partnerships across continents in
international trade within the small business sector. For millions of Africans, remittances
fill the gap left by low or non-existent social and welfare transfers. They thus make a
developmental contribution that is very different from and indirectly complements public
interventions. To protect and amplify that contribution, remittances should be facilitated
through incentives and a more accommodating policy environment. It is important that
governments avoid the temptation of diverting remittances for other purposes, or
attempting to exert undue control over them.
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I finally, I will end my speech by quoting Dr Alpha Konare, Chairman of the African
Union Commission and former President of Mali.At an international conference in
Johannesburg, he said, and I quote: "The private sector, which is an engine of growth, has
been the 'missing link' in our developmental efforts. The private sector must now take the
driving seat in the economic train of development moving across the continent. It must
implement and translate into reality the promises made by the public sector. Development
partners must play a role in sourcing funds needed for implementation. They must also
provide technical and managerial expertise to both the private and public sectors.” He
went on to say, "For this tripartite partnership to be effective, all the stakeholders must
work in concert and play their roles efficiently. We must now walk the talk in terms of
concrete, practical and realisable projects."”

Thank you.
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Policy Options for Enhancing the Development Impact of Remittances
Presentation by Ms. Loretta Foran, Investment Economist, African Development Bank.

Overview of the Presentation

The presentation was organized into three main areas: the Importance of Remittances;
Policy Objectives to Enhance Remittance Flows, both to increase flows and to influence
the use of remittances, and the Way Forward. A summary of each area is detailed below.

Importance of Remittances

Remittances are a critical financial source for millions of households in many developing
countries, making up 40 per cent or more of many receiving household incomes.
Transfers typically range from US$ 100 and US$ 1,000, with US$ 200 being the average
transfer. One in ten persons around the world is directly involved in remittances, either
sending or receiving them. It is estimated that 125 million workers send money to support
500 million family members back home. Foreign workers sent at least US$ 175 billion to
countries of origin in 2004 (IADB estimate). Given the scale of remittances, increasing
attention has been paid to the potential of migrants’ remittances to contribute to the
development of their countries of origin.

Little is known about remittances in Africa; almost two-thirds of sub-Saharan countries
lack data, and when data are gathered only funds channelled through official financial
institutions are captured. This being said, remittances constitute a large source of
financial flows, often exceeding Foreign Direct Investments and Official Development
Assistance. Remittance flows in Africa are estimated to be US$ 18 billion (IADB), and
the funds go directly to families in places that are often difficult to reach with
development assistance. Unrecorded remittances are estimated to be approximately 50
per cent of recorded remittances in Africa.

An integrated remittances system operates with the involvement of key actors, each with
their own motivations and related strategies. In trying to design policies related to
remittance flows, it is critical to understand each player’s role in the system and the
constraints they face. Migrant workers, whether they be skilled or unskilled, legal or
illegal, face constraints such as the high fees charged, exchange rate applied/rate
overvaluation, restrictive foreign exchange practices, lack of confidence in the
intermediary institution, and financial products that do not match needs. Remittance
recipients, whether they are using money for consumption purposes or investments, find
that the financial products available do not meet their needs, and they often have limited
knowledge of products or technology. Governments in the country of origin often have
inefficient financial systems, inappropriate policies/regulatory environment, and face
money laundering risks. Formal financial institutions in the county of origin often have
weak/non-existent financial links to countries where migrants live; limited capacity and
physical infrastructure; lack of product diversity, and challenges in implementing “know
your customer” (KYC) rules/processes. Informal agents/entrepreneurs typically operate
discreetly and there is no legal recourse due to their legal status and limited
documentation.
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Policy Objectives to Enhance Remittance Flows and Channel Funds to Product Use
Governments in the country of origin look to achieve a number of objectives when they
set policies relating to remittances, these include redirecting funds into official channels,
facilitating investment to productive uses, reducing transaction costs, mobilizing savings,
increasing the volume of foreign exchange and increasing tax revenue. However, the lack
of remittances data makes it difficult for governments to make informed policy decisions
to enhance the development impact of these funds. The presentation focused on the two
main objectives related to remittances — increase the flow in the formal sector and
channel the funds to productive use. In parallel, the government should also look to create
policies to promote data gathering.

In relation to increasing remittances flows there are two types of policy options:
mandatory policies, and incentive policies. Some governments have tried to implement
mandatory remittance requirements, but for the most part these schemes have been
unsuccessful. Other governments have viewed remittances as a source of income and
have implemented policies to capture a share of remittances, such as taxation of
emigrants; duties/taxes on remittance transfers, and import tariffs on goods
accompanying returning migrants. However, these policies typically increase the
tendency of emigrants to underreport their incomes, channel funds to the informal sector,
and increase the illegal transit of emigrant workers and illegal imports. Some people also
want to enforce strict migration policies (i.e. on people’s movements, etc.), but migration
will always continue. As remittances are private transfers, policy measures that are in the
form of incentives generally work better.

To increase funds channelled through the formal sector, governments need to promote the
rural banking network, facilitate the reduction of transfer costs, expand the product
service offering and increase the dissemination of information. However, migrant-
specific incentive schemes can have only limited impact in directing remittances into the
formal sector if economic factors are distorted. Policymakers also need to focus on
macroeconomic factors such as economic stability, interest rate differentials between the
host and home country, currency and inflation risks, and the level of financial
development in the economy. Economic policies that promote economic stability provide
a more attractive environment for migrants to make discretionary transfers.

To promote savings, governments can introduce repatriable foreign exchange accounts,
with policies relating to premium interest rates and premium foreign exchange rates. This
enables the diaspora to remit earnings in foreign currency accounts in domestic banks,
alleviating foreign exchange shortages and mobilizing savings in financial institutions
that can then be lent on. The government can also offer foreign currency denominated
bonds, with premium interest and exchange rates to encourage saving.

In looking to channel remittances to productive use policy options can relate to offering
concessional rates of duty on imported capital goods (i.e. machinery and equipment),
promoting entrepreneurial activities, and increasing information on investment
opportunities. While it is difficult to convert migrant workers/savers with no prior
business experience into dynamic entrepreneurs, it may be more realistic to introduce
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financial intermediaries that capture migrant remittances as deposits and channel them to
existing small and micro-businesses. Policies can be designed to transfer funds to
entrepreneurs through MFIs through vehicles such as savings and credit schemes, and
investment instruments specifically designed to suit the migrant worker’s risk profile.
Remittances can also be linked to SME development, through leveraging remittances to
be lent on to the SME sector, possibly through a matching fund scheme, public-private
ventures, tax/import exemptions. The same mechanisms could be used to promote
investments through hometown associations to target productive activities at community
level (infrastructure, clinics, etc.). Host country governments can also implement policies
that increase the flow of remittances to the formal sector, such as contributing to efficient
and cost-effective transfer mechanisms, increasing transparency in transfers, making
banking more accessible for migrant workers, and offering favourable exchange rate and
immigration policies. Countries of origin can increase remittance flows by working with
host countries to set up remittance windows to improve the diaspora access to formal
channels and drive down cost through enhanced competition. Arrangements/ activities
could also be carried out on a regional level to leverage the impact of remittance
schemes.

The Way Forward

More work needs to be done to assess the policy options that will increase remittance
volumes, facilitate the shift from informal to formal channels, and leverage remittances
for sustainable poverty reduction. Activities should include enhanced data collection
mechanisms, promotion of a competitive remittances industry, and the use of rural
institutions (i.e. MFIs, rural banks, cooperatives, post offices, etc.). Partnerships between
the government, development partners and financial intermediaries are needed to develop
an integrated remittances approach that enables more efficient last-mile distribution of
remittance funds. Further, economic growth will encourage all forms of capital and help
to direct remittance savings towards more productive investments.

Some Core Principles', developed by the Inter-American Development Bank for the
Latin America and Caribbean remittances market can help guide the way in Africa. Core
principles were set out for three groups:

Remittances Institutions: Improve transparency; promote fair competition and
pricing; apply appropriate technology; seek partnerships
and alliances; expand financial services.

Public Authorities: Do no harm; improve data; encourage financial
intermediation; promote financial literacy.

Civil Society: Leverage development impact and support social and
financial inclusion.

The African Development Bank (AfDB) has assigned high priority to the promotion of
remittance flows as a development tool — a remittances initiative has been designed to
mobilize funds and enhance their impact on recipients and their communities. The AfDB

' “Beyond Small Change — Making Migrants Remittances Count”, IADB, 2005.
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objectives are to: 1) better mobilize remittances as a flow of resources; 2) increase the
flow of resources to the end beneficiaries; 3) empower local communities and
households, and 4) contribute to the reduction of money-laundering risks. The AfDB’s
approach is to partner with other development organizations, including the World Bank
and the IOM, to enhance data gathering in the area of remittances. Through working with
its partners, the AfDB will undertake a remittances study in Africa to enhance the
knowledge of remittance flows on the continent. The study will aim to determine best
practices and lessons learned through a global inventory and develop country level data
through country assessments. In parallel to conducting a study, the Bank will look to
design a pilot project to increase the flow of remittances in the formal sector, reduce the
transaction fees and channel funds towards productive use.
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