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ABSTRACT

Migrants’ Remittances: Channelling Globalization®

In the past twenty years the ever-growing levels of migrants’ remittances made state
agencies, international organizations, scholars and practitioners to increasingly consider
remittances as one of the main engines to promote globalization and growth in the
developing world. By transferring home large amounts of money, information, ideas and
practices, migrants and migrant organizations are often seen as able to produce significant
changes in countries and localities of origin. Focusing on cases from former socialist
countries and around the world, this paper discusses the main debates surrounding the
effects and uses of migrant remittances. Furthermore, using different case studies from
Europe and Asia, the paper addresses the notion of social remittances, namely the transfers
of ideas, practices and norms between societies of origin and destination. It highlights the
ideas and practices migrants transfer home, the types of social norms it generates, and the
extent to which migration produces transformations in countries of origin.
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1. Introduction

The growing pace of globalization around the world, accompanied by major transformations
in countries of origin and significant economic changes in the industrialised countries have resulted
in ever-growing migratory dynamics around the world. Migration is a global phenomenon which
touches every region in the world either as sending, transit or receiving countries. Remittances
represent one of the most consistent outcomes of migration. Through remittances, migrants transfer
funds, information, ideas and practices. Remittances link societies of origin and destination by
multiple processes of mobility and exchange.

Migrant remittances are transfers that are conducted by migrants between countries of origin
and destination. Remittances consist of monetary and non-monetary transfers (named financial
remittances) as well as ideas, values, and modes of action (named social remittances). Unlike
capital flows, which are made of money invested by international institutions, companies and
individuals seeking higher profits and interest rates, financial remittances are transferred by
migrants themselves to households, communities and countries of origin. Migrant remittances
represent migrants’ continuous involvements in their places and communities of origin. Different
from capital flows and FDI, which are usually sent formally, financial remittances may be
transferred by both using formal and informal channels. In some cases, informal transfers channel a
large part of financial remittances.

The research on remittances is a hugely debated topic, with contributions coming from
around the world, and this paper mainly focuses on findings from former socialist countries that
experienced international migration mostly in the past twenty years. The paper first assesses the
importance of remittances, representing one of the main avenues of capital flows towards poorer
countries. It follows with the analysis of the use and impact of remittances: use by households and
effects on poverty and inequality, and on individual occupational choices. At the macro level also,
debates evolve around the positive or negative role of remittances on growth and country
competitiveness. The second part of the paper analyses the types and the effects of social
remittances. It discusses the new ideas that migrants transfer to communities of origin, such as
notions of wealth and consumption, the practices associated with business and management that

they import back home, and the social norms associated with gender relations.

2. The relevance of remittance flows
Remittances play a central role in the debate on migration and development in relatively
poor economies. The labour migration process can be explained by a simple push-and-pull model.

On the one hand, conflict, natural disaster, poverty, inequality in the distribution of resources,
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unemployment in the origin region represent “push factors” for migration while on the other hand,
higher wages, more opportunities, family reunification in the destination countries are “pull factors”
in the migration process (IOM, 2013). Overall, labour migration dominates the human mobility:
people move in search of better economic opportunities and they generate large flows of
remittances to their countries of origin.

Remittances are not a new outcome of migration, though the lack of reliable data has made
the evaluation of their impact on recipient countries quite challenging. The difficulties in measuring
remittances depend on the private nature of these transfers, which quite often reach the recipient
households through unofficial channels. In fact, it is extremely difficult to estimate the flows of
money sent with informal operators or hand carried by individuals, making the unofficial
remittances a considerably large chunk of the total flows — the volume of these flows could be at
least 50 per cent more than what the official estimates suggest (World Bank, 2006). Recently, many
household surveys include sections on migration and remittances and the availability of more
information has generated a number of studies which cover nearly all regions in the world.
Moreover, the World Bank has recently launched several projects for understanding the reasons and
impacts of migration and remittances in developing countries.

Remittances are characterized by their volume, growth and stability (Ratha, 2003). The flow
of remittances to developing countries is quite consistent and it reflects the fact that the large flow
of labour migration is from low-and-middle income countries (“South™) to high-income countries
(“North”). According to the World Bank (2010) the South-North labour flow represents 45 per cent
of the total followed by South-South migration (35 per cent), North-North (17 per cent) and North-
South (3 per cent) (I0M, 2013).

The official flow of money transfers from migrants to their countries of origin almost tripled
between 1998 and 2008, consisting of $338 billion to developing countries (Ratha et al., 2009). The
World Bank reports that official remittances to developing countries are expected to reach $414
billion in 2013, growing by 6.3 per cent over 2012 and increased 12.1 per cent between 2010 and
2011 (World Bank, 2013b). As shown in Figure 1, remittances are expected to grow more in the
coming years. In many countries they exceed official development assistance and are also larger
than private debt and portfolio equity flows. In addition, remittances represent an important source

of foreign currency earnings.



Figure 1: Remittance flows
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Sources: World Development Indicators and World Bank Development Prospects Group

Unlike capital flows, which rise during economic booms and fall in recessions, remittances
are generally considered a relatively stable source of foreign exchange, and some evidence suggests
that they are actually countercyclical. During economic downturns in the home country workers are
inclined to migrate abroad, as push factors become even stronger, and therefore the flow of
remittances is likely to increase. Also, those already abroad tend to transfer a large amount of
remittances to their relatives in the home country, possibly due to altruistic motives for the well-
being of those left-behind.

The recent economic crisis of 2008, which affected a number of major migrant destination
countries, was expected to affect employment opportunities and therefore migrants’ income
compromising the willingness and ability of migrants to stay in their host countries and continue to
send remittances. To a certain extent, the volume of remittances decreased during 2009 but it was
only by 5.2 per cent with respect to the pre-crisis period and overall remittance flows proved to be
significantly more resilient than private capital flows, which declined precipitously (World Bank,
2012). Nevertheless, remittances returned to growth in the following years as shown in Figure 1.

Given the peculiar characteristics discussed above, the large flows of migrant earnings into
migrant sending areas have inspired researchers to carry out surveys to quantify remittances, their
use and their impact on the local economies. India ($70 billion), China ($60 billion), the Philippines
(%25 billion) and Mexico ($22 billion) are the largest recipient of migrant remittances (World Bank,
2013a,b). For smaller low-income countries remittances represent a higher share of their GDP (see
Fig. 2). The volume of remittances varies consistently within and between regions. Historical,
political, social and economic aspects play a key role in explaining and understanding migrants’
transfers. Moreover, remittances trends are also influenced by the circumstances in the destination

4



countries. For instance, the collapse of the Soviet Union in 1990 and subsequent opening up of the
border of a number of affected countries resulted in a significant movement of people from Eastern
and Central Europe to the industrialised countries, particularly EU15, the US and also to Russia
(primarily from Central Asian countries but also from Moldova and Ukraine). As a result, there has
been a significant increase in remittance flows to this region, and is estimated to have reached $42.6
billion in 2013. And, it is expected that the flow of remittances will be larger thanks to the
economic recovery in the EU countries and the continued strong economic growth in Russia.
Among the Eastern Europe countries, Ukraine is the largest recipient in the region.
According to the World Bank (2013b), the inflow of remittances was $9.3 billion in 2012. Figure 2
shows that Tajikistan and Romania follow with $4.1 and $3.6 billion respectively, falling from $9.3
billion in 2007 (Horvath and Anghel 2009). According to some experts, without remittances the

current account deficits in Romania would have been over 50 per cent higher (Goschin et al., 2011).

Figure 2: Top recipient remittance former socialist countries
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Former socialist countries are at the top of the list of those with remittances representing a
high share of a country’s GDP. Migration and remittances are significant in the region. For
example, remittances in Tajikistan represent almost 50 per cent of the country GDP, followed
Kyrgyz Republic, Moldova, Armenia and Kosovo for which remittances represent between 20 and
30 per cent of their countries GDP (World Bank, 2012 and 2013). In fact, following the breakup of
the Soviet Union in 1991, these countries experienced a consistent flow of emigration which

characterized the transition process and has continued to be relevant more recently. In the early



period of transition migration was driven mainly by ethnic and conflict reasons. While later, as the
situation stabilized, economic reasons became the main push factor.

These small developing countries were not able to face the challenges that a transition from
a centralized to a market economy brought. They faced a staggering level of unemployment and
consequent poverty and instability which had a significant impact on their development process and
represented push factors for emigration. For example, Tajikistan and Moldova, two of the poorest
countries in the world, started their independence with long civil wars, respectively. Despite
economic reforms in the last decade, with substantial welfare improvements, poverty remains a
threat for the majority of those populations. Migrant’s remittances represent an important source of
income for many households who see in this flow of money the way to provide for the basic need of
their members. For many Eastern European countries, remittances are the second most important
source of external financing after foreign direct investment. For instance, remittances were higher
than exports, net foreign direct investment and official development aid received by Albania, and
covered almost one third of the trade deficit (Gedeshi and Jorgoni 2012; Lucas, 2005). As a
percentage of the GDP, the World Bank (2011) ranks Albania among the 20 leading remittance-

receiving countries and among the first in Eastern Europe and the Former Soviet Union.

3. Use and Economic Implications of Remittances

Given the presence of inequality in the distribution of resources, job opportunities and level of
income, migration and remittances can work as equilibrating mechanisms between sending and
receiving countries. On the one hand, migration and remittances can represent a response to the
failure of national economic policy to address individual and public needs in terms of economic
opportunities; while on the other hand, remittances can be a powerful tool for economic policy in
the development process. The economic, social and cultural implications of remittances, both for
sending and receiving countries, are enormous. For example, changes to the population and to
family structures, as well as reorganization of the labour market are some visible signs of the
movement of individuals which sending and receiving countries experience in different directions.
In countries of origin, levels of poverty, inequality, and household expenditure decisions are some
of the channels through which the flow of migrant’s transfers discloses its effects on growth and

development. The next section will look at some of these implications in more detail.

3.1 The impact of remittances on poverty and inequality
First of all, remittances directly affect poverty by increasing the income of the recipient household

(World Bank, 2006). A large number of case studies present evidence that remittances reduce
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poverty, although this reduction is small. Adams and Page (2005) have conducted the broadest
evaluation of the impact of international migration and remittances on developing countries,
covering 71 low- and middle-income countries. They show that a 10 per cent increase in per capita
international remittances leads to a reduction of people living in poverty by 3.5 per cent. Also,
Acosta et al. (2008), examining the impact of remittances on poverty for 10 Latin American
countries, conclude for a positive impact, although modest, on poverty reduction. At the country
level, Adams and Cuecuecha (2010Db) for Indonesia, Lokshin et al. (2010) for Nepal, Adams et al.
(2008b) for Ghana and Taylor et al. (2005) for Mexico show evidences supporting the positive
effect of remittances on poverty reduction. However, the size of poverty reduction depends on the
type of remittances being received. In general, international remittances have a greater impact on
poverty reduction than internal remittances (Adams et al., 2008b).

While there is a clear indication that remittances reduce poverty, the evidence on the effect
of remittances on inequality is mixed. A large number of studies show that remittances have a
negative impact on income inequality, as measured by the Gini coefficient (Barham and Bousher,
1998; Rodriguez, 1998; Adams et al., 2008b, Adams and Cuecuecha, 2010a), and this effect is more
pronounced when remittances come from international as opposed to internal migrants. The reason
for this negative outcome of remittances is simple: international migration is costly and therefore
those receiving international remittances are not the poorest but generally tend to come from middle
or upper-income groups, and further increase in their income from remittances exacerbates
inequality in the country. However, De and Ratha (2005) found that the Gini coefficient drops for
the effect of remittances while McKenzie and Rapoport (2007) found that even though the initial
effect of migration is to increase income inequality, as the level of migration increases income
inequality decreases. Given the mixed findings the relation between remittances and income
inequality is still a topic of debate.

Remittances do not produce outcomes only on the level of poverty and income inequality.
The remittances process also affects the family members left-behind in both positive and negative
ways. First of all, the consequence of migration is the loss of a member contributing to the
household income. This negative “shock” on the household labour supply may force the remaining
members to fill the production gap, with the consequence of giving less care and assistance to the
younger members and/or to the elderly in the family. Moreover, a parent migrating could result in
the children left-behind facing emotional stress as they receive less supervision and care and they
could be forced to contribute to the household work with negative consequences on their learning or
education decision. On the other side however, in case of the head of the household migrating, the

spouse may take a more active role in the household decisions. In some developing countries, where
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the role of women is marginal in households and communities of origin, it may be an important step

for emancipation.

3.2 The use of remittances

Migrant’s remittances compensate for the absence of a family member and the first
evaluation between cost and benefit of migration depends on how migrant’s income is used by the
recipient household. In fact, given that consumption responds to income changes, households
receiving remittances can orientate differently their expenditure decision. Generally, preferences for
consumption are limited by income constraints and this is an important issue in low-income
countries where quite often it is difficult to maintain consumption above the subsistence level. The
contribution of migrant’s income on individual and household expenditure decisions can have
important implications on growth and development when consumption is oriented to productive
goods and activities.

The debate on the role of remittances on a household’s expenditure is not limited to the fact
that remittances are an additional source of earnings, which is added to the household income, but
also that remittances may include additional information which give them an additional value. How
remittances are used, and therefore how consumption is oriented, depend on how remittances are
perceived by the recipient households. Three views exist on how households interpret and use
remittances. The most recent view concludes for a productive use of remittances: they are
transitory income and are spent more on investment goods — human and physical capital investment
— instead of consumption goods. Empirical studies showing that remittances contribute to children’s
education (Edward and Ureta, 2003; Kifle, 2007; Yang, 2008; Adams and Cuecuecha, 2010a;
Mansour et al., 2011), housing (Adams and Cuecuecha, 2010a) health (Taylor and Mora, 2006)
and/or investments (Woodruff and Zenteno, 2004; Taylor and Mora, 2006) affirm that remittances
have a positive impact on economic development by increasing the level of investment in human
and physical capital. The opposite view argues that remittances cause behavioural changes and are
spent on consumption rather than investment goods (Chami et al., 2005; Adams and Cuecuecha,
2010b; Clément, 2011). This is quite a pessimistic view on the use of remittances, which may also
lead to household dependency on migrant’s income with negative effect on the economic
development. The last view on remittances does not support any expenditure behaviour change
caused by migrant’s transfers: remittances are fungible and they are treated just as any other source
of income; there is no difference in behaviour between those who receive and those who do not
receive remittances (Zarate-Hoyos, 2004; Castaldo and Reilly, 2007; Adams et al., 2008a; Ang et
al., 2009; Randazzo and Piracha, 2014).



Adams and Cuecuecha (2008a) suggest that the way that remittances are perceived by
recipient households also depends on the socio-economic context in which they are received.
Middle-income households may better understand the value of remittances and use this transitory
income productively. Very poor households may value income from remittances just as a wage
income and they use it to satisfy their basic needs, which is why some empirical evidence cannot
support a productive use of these transfers (see for instance Castaldo and Reilly, 2007; Randazzo
and Piracha, 2014). However, it is possible that in the long-run, after the household is able to cover
its basic needs, the role and perception of remittances change. In the presence of capital market
imperfection, remittances can also be crucial in overcoming financial difficulties for self-
employment activities. Availability of capital is an important ingredient for starting a business.
Entrepreneurship is an important spill-over for economic growth, innovation and competiveness and
it should be encouraged in developing countries. However, realizing a new project or activity can be
challenging in the presence of credit market constraints. Paulson and Townsend (2004) argue that
the lack of capital is the reason why in Thailand households do not start a business or are not able to
expand their existing ones. Remittances can compensate for this lack of funds. They can be an
important source of development for many poor sending countries through its effects on
entrepreneurship and reorganization of the local labour market. For example, under the assumption
of capital market imperfections, Mesnard (2004) finds a positive relationship between temporary
migration and the choice to become an entrepreneur after return in Tunisia. Migrants accumulate
savings during the period abroad and use them to finance self-employed activities after return. The
positive impact of accumulated saving overseas on the decision to become a self-employed is also
supported by other studies (llahi, 2002; Piracha and Vadean, 2010; Demurger and Xu, 2011).

Less attention has being given to the impact of migration on remittances on the occupational
choice of non-migrants. A considerable number of studies look at how the labour supply of those
left-behind responds to migration in terms of participation and number of hours worked (Dustmann
and Kirchkamp, 2002; Founkhouser, 2006; Amuendo-Dorantes and Pozo, 2006; Kim, 2007) but
with respect to the types of activity (wage earner or self-employed) more evidences are needed. An
exception is Acosta (2007) who conducted a comprehensive investigation on the effect of
remittances on labour participation, number of hours worked and occupational choice for those-left
behind. Acosta found that remittances increase the probability of self-employment among men
while recipient females are more likely to work in own microenterprise setup. And, across gender
the effect is much stronger in rural areas. This evidence suggests a productive use of remittances:

migrant’s income can help boost business in the presence of lack of capital. This hypothesis is



supported by Woodruff and Zenteno (2007) who find that migrant’s income is positively associated

with microenterprise investment in Mexico.

3.3 Some concerns about remittances

As mentioned above, migration and remittances are not without costs. One cause for concern
IS how remittances affect the organization of the migrant’s households in term of duties and roles.
For example, evidence shows that those receiving remittances decrease their participation in the
labour market (Acosta, 2006; Funkhouser, 2006; Kim, 2007; Justino and Shemyakina, 2010).
Remittances can substitute the income produced in the home country, making those left-behind less
enthusiastic to join the labour market. In fact, an individual’s reservation wage increases when they
receive remittances, and this generally results in a reduction in labour force participation (see Kim,
2007 and Funkhouser, 2006). Amuedo-Dorantes and Pozo (2006), however, showed that
remittances do not change the overall labour supply of men but their effect influences the
employment composition. Using Mexican data, they showed that the external inflow of income
causes a reduction of hours worked in the formal sector and an increase in the informal one both in
rural and urban areas. This suggests that individuals receiving remittances prefer moving to more
flexible and informal jobs. For women, the overall labour supply declines for effect of remittances
but only in rural areas.

Migration and remittances are indeed closely related processes. The phenomenon of brain
drain, by which there is movement of skilled people from developing countries with a low level of
human capital, is among the downsides of migration. Highly educated individuals generate positive
externalities for the society and these are lost when they migrate. Some of the positive externalities
associated with skilled people are: productive ideas; positive effects on the productivity of other
workers; the importance and supply of critical public services such as education and health; the
fiscal externalities associated with the fact that the value of the taxes paid is larger than the value of
the public services consumed by the skilled individuals. Moreover, highly educated citizens
contribute to the quality of the debate on important social issues and they impact policy and
institutions (World Bank, 2006). Therefore, brain drain may represent a consistent loss in term of
knowledge, experience and productive inputs which may not be adequately compensated by the
migrant’s flow of remittances. However, this negative view has been opposed by a more optimist
perspective celebrating brain circulation instead of brain drain and the potential of highly skilled

returnees to produce institutional transformations in countries of origin (Faist, 2010).
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3.4 Macroeconomic effect of remittances

Remittances do not affect exclusively the choices of the recipients. Households without
migrants, and whole countries, may benefit from positive spillover effects. If remittances drive
economic activities contributing to stimulate the local economy, then also those who do not receive
remittances are involved in this process (Yang, 2004). In addition, the consistent flow of
remittances and the large share they represent in relation to the GDP of many countries suggest that
the macroeconomic impact of remittances has relevant implications for growth and development. It
is not easy to disentangle the link between remittances and economic growth as there are many
interwoven variables and factors.

There is contrasting evidence, some supporting the positive impact of remittances on
economic growth and other studies supporting just the opposite. On the one hand, Chami et al.
(2005) support a negative view of the effect of remittances on growth (per capita GDP growth).
Using 113 countries over the period 1970-1998, they identify remittances as a compensation for
countries for poor economic conditions which is not functional for stimulating the economy.
Spatafora (2005) in a similar study, using 101 countries for the period 1970-2003, also does not find
any link between remittances and growth. Moreover, he does not find any effect of remittances on
economic investment and education. Positive findings of remittances on economic growth are
supported by Giuliano and Ruiz-Arranz (2009) who find that migrants’ transfers do promote GDP
growth. Their empirical evidence supports the hypothesis that remittances act as a substitute for
inefficient or non-existent credit markets and are instrumental in the growth and development
process of the recipient country. Similarly, Catrinescu et al. (2009), using the same data as Chami et
al. (2005) but unlike them, controlling for economic and political institutions, find a positive impact
of remittances on growth. They argue that negative findings by others, and especially Chami et al.,
are possibly a result of the omitted variable bias.

Some other studies (Amuedo-Dorantes and Pozo, 2004; Lopez et al., 2007) find that
remittances negatively affect the competitiveness of the receiving countries. They cause the
appreciation of the real exchange rate between 18 and 24 for per cent for 1 per cent increase of
remittances in the GDP ratio. The empirical evidence of the adverse effect of remittances on the real
exchange rate are based on Latin American data; however it is possible that the outcome is different
in other areas of the world. Rajan and Subramanian (2005) do not find evidence that that remittance
flows slow down growth affecting external competitiveness. The use of remittances has been
explored for arguably two of the highest migration countries in Eastern Europe and Central Asia:
Albania and Tajikistan. In the case of Albania, Castaldo and Reilly (2007) conclude for an

insignificant impact of remittances on household expenditure. They control for four categories of
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goods: food, non-food, durables and utilities. Domestic remittances have no effect on any of these
expenditure categories while international transfers impact positively the share of expenditure
devoted to durables and utilities and negatively the expenditure on food. However, even
international remittances lose their impact when the focus is the marginal spending behaviour. A
more pessimistic view on the use of remittances is supported by Clément (2011) in the context of
Tajikistan. He shows that international transfers increase the household consumption level while
decreasing expenditure on investments. Then even if domestic remittances have positive impact on
spending on health, he interprets this outcome as a short term priority.

Particular attention on these countries captures the relationship between education
expenditure and volume of remittances sent to developing countries. Cattaneo (2011) provides
evidence from Albania which does not support any link of investment in education and remittances.
While household income has a positive impact on education spending, international transfers do not
influence it. In the case of children’s schooling in Tajikistan, Kroeger (2010) tries to separate the
family out-migration from the remittance effect. In fact, on the one hand, remittances shift
household liquidity constraints from which children can benefit, while on the other hand, the
migration of a household member can counter this positive effect. His analysis considers school age
children (8-18 years) and finds that remittances and presence of migrants in the family have a
positive effect in the girls” school enrolment: parents receiving remittances invest more in their
daughters’ education then those without remittances. Instead, for the sample of males, the school
enrolment increases only for the older school age boys (14-18 years). The positive effect of
remittances on education decreases significantly when the focus shifts only to households with
migrants.

The impact of remittances in Tajikistan has also been explored by Justino and Shemyakina
(2010) who explore how labour supply responds to international transfers. They find that adults
aged 16 to 65 receiving international transfers are less likely to participate in the labour market and
those who do participate tend to work fewer hours than those who don’t receive remittances.
Finally, Ledn-Ledesma and Piracha (2004) in a macroeconomic study, involving 11 Eastern
European countries for the period 1990-1999, support the view that remittances lead to positive
outcomes on development and growth. On the one hand, return migrants have a positive impact on
the productivity of the source country and on the other hand, remittances contribute to stimulate

investments.

12



4. Social remittances and their impact on communities of origin

The migration literature stresses that migrants do remit only financial resources to their
home communities, but also ideas, values, norms, and social practices (Levitt, 1998). This claim
stands on the premise that migration is not just an economic, but also a social and cultural process,
in which migrant remittances represent more than monetary transactions and have deep and long-
lasting consequences (Rahman, 2012). These social remittances are transmitted by the use of social
capital, through several distinct ways, for instance when migrants travel back home, when migrants’
relatives and friends visit them, or through different uses of communication channels, such as the
media, internet, telephone, or mail (Levitt and Lamba—Nieves, 2010). As Levitt argues (1998),
social remittances have the capacity to diffuse on larger geographical regions and encompass more
domains of social life. They may go first to migrant families, but they scale-up to the levels of
communities, regions, and even nations. In certain conditions, social remittances scale-out from
households to influence economic or religious practices and ideas. Secondly, social remittances can
be divided into family/individual remittances and collective remittances. Whereas individual/family
remittances are transferred by migrants and migrants’ relatives, collective remittances, as “high
quality resources” (Goldring, 2003) are transferred at the level of entire collectivities by groups of
migrants and migrant associations, such as home town associations (HTA). Different studies unfold
how HTA’s invest in their origin communities in communal works, public service infrastructure,
church activities, recreational and status-related projects (Goldring, 2003; Itzigsohn, 2008). In all
these cases migrants are not neutral transmitters of social remittances, but they filter them out in
accordance to their interests, values and worldviews (Sussomboon, 2008). Social remittances and
migrants’ collective projects may also generate tensions and frustration in communities of origin
when migrants’ visions and projects do not fit to the needs and wishes of those left behind (Lindley,
2009), such as the cases when migrant associations finance communal works that are not deemed
important by non-migrants (ltzigson, 2008).

Considered as a forms of “globalization from below”, financial and social remittances are
often seen as having rather positive outcomes, as they transfer to countries of origin resources,
knowledge, ideas and practices considered as “good” ‘“such as human rights, gender equality,
community empowerment, voluntary work and charity initiatives” (Conway, et al., 2012: 190). In
this view, it is often considered that migration and remittances expand people’s ability to control
their lives (Vullnetari and King, 2011), that remittances are invested in increasing human capital
and in improving health and education (idem). However, as Levitt and Lamba-Nieves argue (2010),
they may equally be positive or negative. In some cases social remittances are made of conservative

ideas, and the ideas that migrants bring with them are not necessarily more egalitarian, as found in
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the case of Albanians coming from Greece with notions of a patriarchal society in terms of gender
relations within households (Vullnetari and King, 2011). In other cases, migrant youth assimilated
into the lower strata of the receiving societies can bring back home practices and ideas related to
gang and delinquent behaviour (Portes, 1998).

The concept of social remittances is a very seductive one, though in comparison to the
research on financial remittances, not much research has been devoted to its study as it is much
more difficult to quantify them (Boccagni and Decimo, 2013). Evidence from Ecuador shows that
financial and social remittances are linked and both contribute to the development of a country
(Mata-Codesal, 2013). Recently, some more efforts were oriented towards understanding the role of
social remittances in diffusing progressive gender norms in countries of origin, such as more
equalitarian relations between men and women. In spite of the research scarcity, migration
scholarship in the past years was able to uncover different and distinct forms of social remittances.
In the following sections the paper presents main types of social remittances: ideas and aspirations,

social practices, and social norms, and some of their effects.

4.1 ldeas and aspirations

Students of migration widely show that migration changes people’s aspirations, values and
ideas. As migration is often associated to access to wealth, it becomes a sought-after strategy,
changing culture of origin communities in such a way that migration becomes a desirable social
conduct as a means to vertical mobility (Portes, 2010). Research on culture of migration (Massey et
al., 1993) widely shows that migrants and members of migrants’ households acquire a higher social
status; migrants tend to display their success by employing ostentatious consumption and bringing
back artefacts, constructing new houses and acquiring new cars. Very often migrants and their
families try to copy consumption patterns that migrants experienced abroad. Such changing patterns
of consumption have also an added cultural and symbolic value. In Bangladesh, the meaning of
bidesh (or abroad) ... “has been linked to material plenty and economic wealth” (Higuchi and
Nanako, 2011: 28). Bangladeshi migrants returning from Japan and their families back home
enjoyed an upper-middle class level by using their remittances. In such contexts, by investing in
real estate and new businesses, returnees were among the richest in their communities. By such
investments migrants also bring back to their communities the ideas of comfort and lifestyles that
they encountered abroad. Migrants’ newly built houses not only try to enhance migrant households’
standard of living; in many cases, they resemble houses from destination countries, such as with
Alpine houses in the Albanian villages in Macedonia, and “Italian” houses in Romanian ones

(Cingolani, 2009; Markov, 2013). Migrants’ clothes and consumption tend to emulate Western
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lifestyles, their aspirations being influenced by their experiences abroad. These imported models of
lifestyle and wealth tend to enhance investments in human capital through education and more
health-conscious attitudes (Levitt and Lamba-Nieves, 2010).

Migration can also bring about notions of youth’s growing adult and emancipating. In West
Africa, ‘the movement [abroad] is linked to the ability to mature’ (Koenig, 2005) of the young men,
and the same goes for young Romanians who had to migrate in order to be able to marry and
establish new families (Horvath, 2008). With migration young people attempt to emancipate from
families and social constraints, while members of deprived minorities of lower classes or social
status groups hope to overcome the disadvantaged social position in which they live (Grill, 2012).

Finally, migration can involve the transfer of new political ideas (sometimes coined as
political remittances) and change peoples’ ideas of democracy and rule of law (Levitt and Lamba-
Nieves, 2010), related to the political culture in destination countries. The Turkish migration to
Western Europe has some effects on women’s political empowerment in Turkey (Akkoyunlu,
2013). Migration to Russia and the CIS countries did not have that effect, while migration towards
the Arab countries are more likely to effect in the support for religious parties and religious
ideologies (idem). Besides, even when migrants move to liberal democracies, they can promote
conservative ideas. In some cases, the rising popularity of Hinduism in India and Islam in Pakistan
may be also attributed in part to migrants adopting more conservative views (Levitt and Lamba—
Nieves, 2010).

4.2 Practices

One of the key areas in which social remittances are paramount is technology transfer, where
migrants come with new business practices and ideas of management, skills, knowledge, social
capital, and access to Western markets. Returnees are potential sources of innovation and
institutional transformations (Faist, 2010), especially in the cases of highly skilled or IT workers,
able to “import” new competencies into countries of origin. In such cases, social remittances may
be even more important than financial remittances, and can have longer-lasting effects (Conway et
al., 2012). These practices are enhanced by the establishment of knowledge and social networks
across borders (Kale and Little, 2007), having a key role in developing industries in India, China,
Israel, and Ireland. Indian migrants for instance provided knowledge and market access to the
developing Indian software industry and pharmaceutical companies. Nineteen of the 20 leading
Indian IT companies are founded or managed by returnees (Wescott, 2006) and in 2006 the industry
offered about 700,000 jobs. Technological transfer was further facilitated by human mobility across

firms in India. “Human mobility can play an important role in the knowledge-building processes of
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firms, especially where knowledge tends to be ‘sticky’ and remains localized within firms, regions
and countries” (Kale and Little, 2007: 104). Taking stock of the emigrant population abroad,
especially of scientists and brain-drain, countries such as China, South Korea and Taiwan tailored
policies for return and development. As Conway et al. (2012) mention, in order to capitalize on the
social remittances brought by the highly skilled, home countries should offer expanding market
opportunities and viable institutional structures.

Besides technological transfers and access to foreign markets, migrants bring home new
initiatives and business ideas. Albanians and Romanian returnees in Eastern Europe (Cingolani,
2009; Anghel, 2013; Markov 2013), Bangladeshi and Filipino migrants in Asia (Higuchi and
Nanako, 2011; Montefrio et al., 2014) show the propensity to get involved in new lines of business
back home. Thus, Bangladeshi who migrated to Japan could capitalize on their managerial skills
acquired in Japan. They were able to invest their remittances and open new types of businesses.
Even when financial remittances were not large, they were able to support existing companies, by
better organizing the labour management upon a Japanese organizational model (Higuchi and
Nanako, 2011). In Eastern Europe, Romanian returnees imported their skills in gastronomy
acquired in Italy by working in, and opening new pizzerias (Cingolani, 2009; Anghel, 2013).
Returnees in Palawan, Philippines, influence how non-migrant community members work and are
involved in governmental or company-led land-use projects, by bringing with them expectation of
prosperity and technical knowledge acquired while working in the booming oil palm industry in
Malaysia (Montefrio et al., 2014). These social remittances influenced land use in Palawan and oil
palm production started to displace traditional subsistence agriculture, resulting in situations when
people became entirely dependent on plantation work. Thus, while some migrants opposed the
extension of oil palm industry arguing that it generates environmental degradation, most of them
sustained it, seeing oil palm plantation as an avenue to wealth. Finally, oil palm companies actively
recruited returnees due to their technical knowledge in the oil palm industry. In other cases, such as
Guatemala, migrant remittances contributed to the transformation of rainforests into cattle pastures
(Montefrio et al., 2014), to the recovery of secondary vegetation, or decrease of exploitation of land
and natural resources (idem). However, in all such studies, there is still scarce research to document
the possible adoption of sustainable and environmentally friendly living standards under the impact
of social remittances.

Migrant social remittances also channel into new social practices in countries of origin.
Highly skilled returnees in Trinidad and Tobago were being involved in NGO and professional
activities back home due to altruism and fulfilment of personal vocation: personal gains and

achievement (Conway et al., 2012). In some other contexts, migrants’ involvement was due to
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feelings of moral obligation that they felt towards their schools and the education they received in
the countries of origin (Gerharz, 2014). Home town associations (HTAS) in Mexico and Dominican
Republic (Itzigsohn, 2008; Alarcén, 2002) run development activities and projects in communities
of origin with the purpose to develop economically and socially their origin communities. The same
is with refugees and migrants involved into reconstruction and development efforts in post-conflict
contexts (Al-Ali et al., 2001; Gerharz, 2014). In the case of Eritreans in Europe, they were asked to
contribute with two per cent of their monthly income and additional one-off payments. These
amounts were not compulsory, but considered a duty by migrants themselves. These collective
remittances were directed not only to the costs of the conflict in Eritrea, but also to relief actions. In
such contexts collective remittances channelled through migrants’ associations, charity and Church
organizations, played an important part (Al-Ali et al., 2001) and they operate well beyond the level

of individuals and families, reaching entire communities, even regions.

4.3 Social Norms

In the past years an important question in the debate on social remittances was concerned
with whether migration enhanced the diffusion of new and more equalitarian gender norms. The
increasing share of women in international migration flows and the growing role of women in
generating resources for their households fuelled hopes that women would be better remitter than
men, or/and unequal or patriarchal relations may change into more equalitarian ones. In cases of
male dominated migration, a common assumption was that migration has expanded women’s power
in households and communities, where women would gain more autonomy and responsibility (De
Haas and van Rooij, 2010). The research however, showed a rather mixed picture. If in certain cases
gender relations may change, in others, migration and remittances can actually perpetuate unequal
or patriarchal gender and social relations. Dannecker (2009) for instance shows that there is a
potential for women’s empowerment through migration, and that Bangladeshi migrant men and
women have their own visions of development that they negotiate. Vullnetari and King (2011) and
Vlase (2013) also show that through migration, Albanian and Romanian women emancipate from
unequal relations existing in their origin societies. However, such processes of emancipation do not
translate into changes in gender norms in origin societies, as upon return, migrant women had to
comply with the same patriarchal relations from societies of origin (Vlase, 2013). In Albania,
women are not only essential remitters for their families, but their remittances are sometimes
pejoratively called ‘coffee money’ (King et al., 2011). Thus, Rahman (2012) considers that
patriarchy is an essential element in understanding the relationship between gender and remittances.

In some patriarchal societies it is important if wives or husbands’ relatives are the receivers and
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managers of remittances, as there is a bargain over the roles and limits of women’s activities (De
Haas and van Rooij, 2010). Even in cases when women are the spenders, they may feel the burden
of the social responsibility associated with the management of households’ finances. The forms of
patriarchy and the destination country also matter. As opposed to migration from Egypt to the Gulf
countries, migration from North African countries to Europe resulted in changing patriarchal and
new, more equalitarian family norms (idem).

Besides, women migration can enhance other types of social remittances and softer social
changes. Sussomboon shows how the money remitted by Thai women and their Dutch husbands is
spent on consumption and meeting basic needs, but also on human development, such as investment
in education and health (Sussomboon, 2008). Remittances have been shown to provide self-esteem
and great appreciation for migrant women carrying the responsibility of the wellbeing of the entire
family. The great expectation that parents have on daughters to marry foreign men and thus take
care of the family can lead parents to hope for girls than boys. Such social responsibility have
sometimes repercussions on the family relations between Thai women and their Dutch husbands,
however women prefer to continue sending and spending remittances with their families in
Thailand. In such cases they prefer to let the others at home think they are doing well.

Changes in gender or generational relations may be also related rather to broader changes in
societies of origin, migration being one factor influencing such changes. In Guatemala, gender and
ethnic hierarchies gradually changed due to the impact of migration (De Haas and van Rooij, 2010).
In other cases in the Southeastern Europe, King et al. (King et al., 2011) stress that changes of
patriarchal relations can mainly occur generationally. In Morocco, some significant changes, such
as increasing education, changing patterns of marriage, changing fertility rates, actually come from
general changes in society and are not a direct by-product of migration (De Haas and van Rooij,
2010). In Romania women saw the investment in children’s education an important way for their
emancipation from patriarchal norms (Vlase, 2013). The same occurs in Morocco, as “schooling is
perceived as increasing the capabilities of women to take control over their own lives” (De Haas
and van Rooij, 2010: 56).

Thus, the consequences of social remittances show a rather mixed outcome. Whereas in
some cases they enhance individualistic attitudes and more equalitarian social norms, often
prompting communities and individuals into development avenues, in some other cases it goes into
the different direction. Thus, social remittances can be both positive and negative. This relates to the
composition of migration flows, the segments in the destination societies that migrants are involved
in, migration destination, and the capacity of migrants and returnees to effect social change and

diffuse new ideas.
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5. Conclusions and discussion

As migration develops around the world, the flow of remittances is likely to grow. For many
poor countries, remittances represent and will continue to represent the main source of capital.
Hopes are revolving around the potential of remittances for development and change in poor
countries, however results are often mixed. Results from a number studies show that remittances
represent a large part of the GDP in many countries, for instance in most of the Eastern European
countries remittances constitute a significant portion of the GDP. At the level of household and
communities of origin, remittances tend to reduce poverty. However, the role of remittances on
inequality is often mixed. If some studies show that remittances have negative effects on inequality,
a few others emphasize the opposite. Concerning the use of remittances, studies found that
remittances are used for improvement in human capital, as opposed to the view that remittances are
mostly spent on consumption. In different post-socialist countries, such investment was, however,
inconclusive. Whereas in Albania there was no clear influence of remittances on education, in
Tajikistan remittances and presence of migrants in families tended to lead to the growth of girls’
school enrolment.

Studies on financial remittances showed mixed results concerning the positive and negative
effects of remittances. Yet studies of social remittances are even vaguer in assessing such effects, at
least for the fact that social remittances are harder to define and measure. From the existing
literature we reviewed the types of social remittances: ideas, practices and norms. The paper
analysed the role of ideas - how migration created new understandings, consumption and wealth; of
practices - how new practices of business were transferred by migrants into communities and
countries of origin; and of social norms — how gender norms were brought about by migration. In
bringing together studies on both financial and social remittances, the paper thus maps the rich,
timely, and ongoing discussion in the studies of migration, remittances and development.

The different effects of remittances on relevant outcomes, such as education, for the growth
and development of poor countries lead to conclude that the role that international transfers can play
is strictly dependent on the context of analysis. It explains why some studies conclude for positive
effects of remittances and others support the opposite. The debate on whether or not remittances are
used in a productive way should first consider the “constraints” — political instability, corruption,
lack of infrastructure, lack of business regulations, lack of infrastructure - under which remittances

are received. In fact, remittances can represent a tool but not a solution for development.
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