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this paper uses data across 365 corridors to document time and country variation in
remittance fees and explore factors predicting variation in remittance fees we
document a general reduction in such fees over the past decade although the goal of
fees below 3 percent has not been met yet in many corridors we identify both cost and
risk based constraints and market structure as barriers to lower remittance fees
higher transaction costs as result of a more rural population in the sending country
and lower scale are associated with higher remittance fees however lower risks due to
the stability of fixed exchange rates and internet rather than cash payment are
associated with lower remittance fees finally remittance corridors dominated by banks
and few players are characterized by higher fees

using a new quarterly panel database on remittances 71 countries over the period
2011q1 2020q4 this paper investigates the elasticity of remittances to transaction
costs in a high frequency and dynamic setting it adds to the literature by
systematically exploring the heterogeneity in the cost elasticity of remittances along
several country characteristics the findings suggest that cost reductions have a short
term positive impact on remittances that dissipates beyond one quarter according to
our estimates reducing transaction costs to the sustainable development goal target
of 3 percent could generate an additional us 32bn in remittances higher that the
direct cost savings from lower transaction costs thus suggesting an absolute elasticity
greater than one among remittance cost mitigation factors higher competition in the
remittance market a deeper financial sector and adequate correspondent banking
relationships are associated with a lower elasticity of remittance to transaction costs
similarly remittance cost adaptation factors such as enhanced transparency in
remittance costs improved financial literary and higher ict development coincide with
remittances being less sensitive to transaction costs supplementing the panel analysis
the use of micro data from the usa mexico corridor confirm that migrants facing
higher transaction costs tend to remit less and that this effect is less pronounced for
skilled migrants and those that have access to a bank account

the flow of funds from migrant workers back to their home countries is an important
and fairly stable source of external financing which in many developing economies
exceeds official development assistance portfolio investments and foreign direct
investment the total value of remittances worldwide has been increasing steadily over
the past decades and it is estimated that in 2011 and 2012 reached over us 500 billion
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and us 550 billion equivalent respectively remittances involve 215 million migrants or
3 percent of the world s population with around half of the official international
migration being south south rather than to wealthier countries in the north out of the
total estimated worldwide value of remittances about three quarters goes to
developing countries

international migration the movement of people across international boundaries to
improve economic opportunity has enormous implications for growth and welfare in
both origin and destination countries an important benefit to developing countries is
the receipt of remittances or transfers from income earned by overseas emigrants
official data show that development countries remittance receipts totaled 160 billion
in 2004 more than twice the size of official aid this year s edition of global economic
prospects focuses on remittances and migration the bulk of the book covers
remittances

this study reports on recent development and future potential for us based
guatemalan workers cross border retail transfers to be more formal cheaper and
prone to cross sale of financial products and services it also presents the key features
of remitt
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