





Figure 1: Relationship Between Remittances and
Number of News Stories on Natural Disasters for
Each Country

Remittances (US$ millions)

Source: Calculations by the authors.

is no exception. In fact, areas that were hardest hit by
the hurricane were also those that received the highest
amount of remittances in October 2005. Just over 50
percent of households affected by Stan nationwide
were remittance recipients (IOM, et al. 20006). In the
same month as the hurricane, remittances increased by
15 percent when compared with the national average.
Sending money was also encouraged by money transfer
operators, such as Wells Fargo, which deeply discounted
the transfer costs to Guatemala and other areas affected
by the hurricane and themselves contributed to the relief
effort.

Remittance recipients had a comparative advantage over
non-recipients in the post-Stan environment. Prices

rose for essential goods such as potable water and, after
the storm, many people were left without any form of
income. Those who were able to count on money from
abroad were arguably able to recover more quickly than
those who did not receive remittances. An IOM survey
reported that nearly 70 percent of homes affected by the
hurricane were rebuilt thanks to a total of $1.4 million in
remittance money (IOM, et al. 2000).

Organized Diasporas and Humanitarian
Assistance

Migrant grassroots organizations, typically known

as hometown associations (HTAs), are formed with

the purpose of supporting local development in the
communities of origin. The international activities

of HTAs typically involve charitable and investment
work and are characterized by relatively weak or diffuse
organizational natures and limited funds (Orozco 2002).
However, their commitment to work with their home

countries is strong, as signified by their regular activism to
raise funds to help their communities.

When looking at monetary flows following natural
disasters, family remittances are not the only type of
money transfers that occur. Organizations such as the
U.S.-Guatemala Chamber of Commerce (as in the case of
Hurricane Stan) organized fundraisers to provide funding
and assistance to families in need. Other groups sent
medical supplies, personnel, and food.

Similarly, when earthquakes hit El Salvador in 2001,
HTASs in the United States banded together to send
in-kind donations and supplies to family members and
towns in need. These HT'As also acted as facilitators for
others who wanted to donate; the Comunidad Unida de
Chinameca received a donation of construction materials
from the French embassy to help build a well for the local
Red Cross building after the earthquake. (Orozco 2007)
A similar trend was observed among Indonesian and
Pakistani groups in response to disasters in their home
countries, and more recently among Nicaraguans after the
hurricane on the Atlantic coast in 2007.

Although not regularly, and not after every natural
disaster, hometown associations do indeed mobilize

their resources in response to emergencies and seek to
provide in-kind assistance to their communities of origin.
Their activism does not constitute a pattern, but rather

a spontaneous process that emerges under different
conditions and is particularly related to the severity and
needs following the disaster.
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GUEST ARTICLE

Costs and Competition — The
British Experience With Price
Comparison Sites

Leon Isaacs (CEO of Developing Markets Associates)*

Price comparison websites are now a common feature

of the internet. People can compare prices for items
ranging from mortgages to microwaves, insurance
policies to i-Pods. We are also seeing a number of price
comparison sites for remittances, and this article explores
the development of these useful consumer tools and
discusses how they may change in the future.

The concept of a website that allows consumers to
compare the price of remitting has been discussed for
around five years. The benefits of making the level

of remittance costs and the basis for their calculation
available has been championed by governments,
nongovernmental organizations (NGOs), and consumer
groups. The basic assumption is that the more
information customers have about the cost and other
features of money transfer products, the more likely they
are to make the best decision for themselves. In addition,
it was predicted that prices would fall as consumers used
the information to shop around, and those organizations
that were priced at the premium end would be forced to
adjust their pricing to compete more effectively.

The first known site (http://www.profeco.gob.mx/
envio/envio.asp) was established by a Mexican consumer
group precisely to publicize what it felt was the high level
of pricing and lack of transparency within the United
States-to-Mexico market. At around the same time, and
following the G8 Sea Island Summit meeting in 2004,
the UK. Government’s Department for International
Development (DFID) commissioned in-depth consumer
research that demonstrated a lack of consumer
understanding of available options, coupled with the fact

that the pricing of remittance services was considered

too high. As a result, DFID commissioned the www.
sendmoneyhome.org site, which was launched in March
2005. The site contained information on the fee, exchange
rate, type of service available, and the time it would take
to send the money. The information was not just made
available on a website, but was also circulated by key
influencers to the communities concerned through leaflets
translated into a variety of relevant diaspora languages.

Over a two-year period, DFID has made a considerable
investment in the website—it now covers 12 sending
countries and 74 receiving countries. So what has the
impact been?

® Since the site was launched, there has been a decline in
prices. These have occurred in most corridors from the
United Kingdom, and DFID quotes that in the United
Kingdom-to-India corridor, prices have fallen by up to
28 percent over a three-year period. Exactly how much
of this fall is due to a website and how much is due
to other factors, such as the entry of Indian banks in
the UK. market and a general increase in competition,
is open to debate. Indeed, globally, pricing trends
have been dropping during this time, so it would be
difficult to make a claim that this was the sole reason
for the decline. Undoubtedly though, there has been
an increase in awareness of the options for consumers,
which will have contributed to a more competitive
environment.

® Money transfer operators are now more aware of these
sites and some actively provide information for them.
The reaction of the industry has generally been positive
and the more competitive a remittance service provider
is, the more active it is in providing information to the
sites.

® A number of other countries have also introduced
their own similar sites; Netherlands, Norway, Germany,
France, Australia, and New Zealand are planning to
launch similar sites in the near future.

® Another UK. price comparison site has started to
quote remittance information and one remittances-
specific site has been launched (www.moneymove.
org). This site, led by Atam Sandhu—who was the
architect of the sendmoneyhome project—has
combined the publishing approach that was adopted
by sendmoneyhome with a thorough knowledge of
remittances to provide a deeper level of information
for consumers, including showing them the total cost

4 Leon will be discussing this topic at the forthcoming Global Public/Private Partnership Working Group meeting in Vienna.
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of a transaction (including fees, foreign exchange
margins, and any costs at the receiving side) for
sending money to 20 countries from the United
Kingdom.

Without question, price comparison sites are of great
value in increasing transparency. However, looking to
the future, there are a number of challenges for price
comparison websites.

The first is that the funding for these sites has
traditionally come from governments and development
agencies. There is a long-term view from these bodies
that the sites should be capable of being funded by
advertising revenue, and, indeed, sendmoneyhome

is now going down this route, although care must be
taken to ensure that advertising does not diminish

the impartiality of the site. Advertising by companies
that offer services to migrants is to be welcomed,

but advertising by money transfer companies will
undoubtedly lead to questions about the neutrality of
any site.

Second, there is a clear need for consumers to be

able to access the most current information that is
available and to make sure that the information they
receive is impartial. The methodologies used by the
different organizations producing these sites vary quite
dramatically. Not all of the sites, for instance, publish
exchange rates, and some of the sites rely on the money
transfer companies themselves to update the prices that
are quoted—which can clearly lead to abuse. There must
be an impartial checking mechanism.

Third, information is updated with differing regularity.
While a site like moneymove is updated on a daily
basis, other sites do so less frequently. The information
provided is only indicative, but it is better to have an
indicative price that is close to the current market
situation rather than archived information.

In conclusion, the introduction of price comparison
sites in the United Kingdom has led to increased
consumer awareness of the various elements of
remittance pricing and has been accompanied by a fall in
prices. These sites are a very effective tools for increasing
transparency, and the model is being replicated in

many markets. Care must be taken to ensure that the
information is complete, relevant, current, and, most
importantly, impartial.

Additional Notes

Increasing transparency of information is the first
principle of the CPSS/Wotld Bank General Principles
of Remittances. To help achieve this, the World Bank
will soon produce a pricing database covering more than
115 corridors that will be updated on a six-month basis
to track changes in overall pricing in each corridor.

The Global Public/Private Working Group on
remittances will be discussing whether there is a need for
global standards in this area at its meeting in Vienna in
September.

Other Online Resources on Remittance Cost:

® The French Agency for Development created a website in October 2007 (www.envoidargent.org) on remittance transfer

methods from France to six country corridors: Morocco, Tunisia, Mali, Senegal, Comoros, and Benin. It indicates

several ways for sending money, costs, speed, rates, and so on and presents maps for each country, indicating precise
locations where it is possible to receive remittances. In Sub-Saharan Africa, for example, it is not easy to cover all of

the countryside. To date, the website has been used for 3,500 consultations without any advertisement or informational

campaign accompanying this effort. The French Agency for Development expects to expand the website to include

12 remittance-recipient countties, incorporate more banks and money transfer companies, and provide links to other

European websites, such as Britain’s sendmoneyhome. This project has been conducted in cooperation with the

Ministries of Migration and Finance.

(written by Guillaume Cruse, French Agency for Development)

® Remesamex for remittances to Mexico, visit http://portalif.condusef.gob.mx:8000/Remesamex/home.jsp.
A five-minute informational video can be found at http://mx.youtube.com/watch?v=AqdCm_110h8.

See past Migrant Remittances newsletters for other online resources on remittances.
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COUNTRY PROFILE: KENYA

Population: 37,953,838 (July 2008 est.). Population growth is
currently 2.76 percent, with a life expectancy of 57 years and
a fertility rate of 5 children per woman. Kenya’s population is
very young. While over half (55.2 percent) of the population is
between the ages of 15 and 64, 42 percent is 14 years old or
younger. The median age is 19. The HIV/AIDS prevalence rate
is 6.7 percent among adults (2003 est.). Eighty-five percent

of adults are literate. The net migration rate is -1 migrant(s)
per 1,000 people (2005 est.).® Only about 19 percent of adult
Kenyans have bank accounts.

Estimated number of migrants abroad: According to
data from 2006, an estimated 456,445 Kenyan migrants

live abroad.® A quarter of all Kenyans with tertiary degrees
currently live outside the country, and 5 percent of Kenyan-
trained doctors and nurses practice outside Kenya. Notably,
Kenya houses almost a quarter of a million refugees,
particularly from Uganda, Somalia, and Sudan.”

Host countries: Top destinations for Kenyan migrants
include the United Kingdom (29 percent), Tanzania (27
percent), the United States (10 percent), Uganda (7 percent),
and Germany (5 percent).®?

Estimated remittance flows: According to World Bank
statistics, Kenyans in the diaspora remitted the equivalent

of $1.3 billion in 2007. This placed Kenya second to Nigeria
among the top remittance-recipient countries in Sub-Saharan
Africa. The latest data from the Central Bank of Kenya
indicate that in the first five months of 2008, Kenyans in the
diaspora sent $280 million in remittances, a 34 percent year-
on-year increase. However, the Central Bank reports only on
the banking remittance channel and does not cover other
remittance channels. However, the Central Bank reports only
on the banking remittance channel and does not cover other
remittance channels, indicating that the real figure is likely

to be much higher than reported. The Kenyan economy had
been growing at an estimated rate of 6 percent per year since
2002. Remittances overtook horticulture and tourism as the
country’s top foreign exchange earner.

Use of remittances: Most Kenyans use remittances for
consumption. Stakeholders in the remittance industry have
been looking for alternative ways of tapping into this market
by selling vouchers for consumables rather than focusing on
the money transfer business. For instance, Mama Mike’s® and
Baba Watoto' allow Kenyans in the diaspora to buy shopping
vouchers and gifts for friends and relatives back home.
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Money transfer methods: The most typical transfer
method to Kenya is the use of money transfer operators;
however, new initiatives are emerging. In March 2007,
Safaricom (a joint venture between Telkom and Vodafone),
the largest cell phone company in Kenya, introduced a
money transfer service known as M-Pesa that allows its
customers to send remittances electronically through SMS.
By May 2007, more than 2.37 million Kenyans had registered
as M-Pesa users and transferred more than $130 million

in domestic and international transfers. There are currently
more than 2,700 M-Pesa agents around the country. The
services were especially helpful during the post-election
crisis earlier in 2008 when most banks were not operational.
A problem emerged when some agents were not able to pay
out their customers’ remittances because of cash shortages.

The Central Bank of Kenya acknowledges that infrastructure
to facilitate remittance sending is lacking, and there are
plans to develop a strategy to enable the Kenyan diaspora to
transfer capital and invest in the country. One example is the
launch of a diaspora bond, with technical assistance from
the World Bank. See International Cooperation Projects and
Initiatives.

5 https://www.cia.gov/library/publications/the-world-factbook/geos/ke.html (2008 estimates unless otherwise stated)
5 Development Research Centre on Migration, Globalisation and Poverty. “Global Migrant Origin Database.” Version iv, March 2007. http://

www.migrationdrc.org/

7 https://www.cia.gov/library/publications/the-world-factbook/geos/ke.html
8 Development Research Centre on Migration, Globalisation and Poverty. “Global Migrant Origin Database.” Version iv, March 2007.

http://www.migrationdrc.org/
9 http://www.mamamikes.com/
10" http://babawatoto.com

August 2008

11



Events

September 11-13. Third World Social Forum on
Migration. Madrid, Spain.
http://www.fsmm2008.otg

September 12. Global Public/Private Partnership
Working Group Meeting. Global Payments Week 2008.

Vienna, Austria.

September 22—23. Third Annual International Money
Transmitters Convention (IMTC 2008). The National
Money Transmitters Association. Miami, Florida, USA.
http://www.nmta.us/portal/page.php?211

September 24—26. Cuarto Seminario del Programa de
Remesas. Banco Central de Bolivia y BID-FOMIN.
La Paz, Bolivia.
http://www.cemla.org/calendario2008.htm

September 25. Remittances and Microfinance Panel.
Citi Microfinance. New York, NY, USA.
http://www.mfcny.org/events.html

September 25-26. International Conference on Gender,
Migration and Development: Seizing Opportunities,
Upholding Rights. Manila, Philippines.
http://icgmd.info/

October 16. Encuesta sobre Remesas 2008.
International Organization for Migration. Guatemala.

Email: Sonia Maria Pellecer: spellecer@iom.int

October 17. El Colegio de la Frontera Norte. Migration
and development.

Email: Rafael Alarcon: ralarcon@dns.colex.mx

October 22-30. People’s Global Action. Manila,
Philippines.
http:/ /www.mfasia.otrg; http:/ /www.migrantwatch.org

October 27-30. Second Global Forum on Migration and
Development. Manila, Philippines.
http:/ /www.gfmd2008.0tg/welcome.html

October 29-30. International Association of Deposit
Insurers (IADI) Sevent Annual Conference. Arlington,
Virginia, and Washington, D.C., USA.

http:/ /www.iadi.org/default_e.aspx#

November 10-11. MMT (Mobile Money Transfers) 08.
Dubai.
http:/ /www.mobile-money-transfer.com/

November 17-18. Money Transfers London 2008.
International Association of Money Transfer Networks
(IAMTN). London, UK.
http://www.iamtn.org/events/mtl-2008

February 2009. International Forum on Remittance
to Africa. International Fund for Agricultural
Development. Johannesburg. More information
forthcoming.
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Correction on March 2008 issue: Table on page 2 is quarterly growth year-on-year.
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