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Introduction 

Migrant	 remittances	 are	 commonly	
understood	as	private	monetary	or	in-kind,	
cross-border	 and	 internal	 transfers	 that	

“migrants”2	send,	individually	or	collectively,	to	people	
with	whom	they	maintain	close	links	(IOM,	2013:405).	
In	this	paper,	we	refer	exclusively	to	formally	recorded	
cross-border	financial	remittances.	

Usually	 depicted	 as	 a	 tool	 for	 financing	
“development”,3	 these	 types	 of	 financial	 transfer	
(especially	 to	 developing	 countries)	 have	 received	
utmost	 attention	 in	 the	migration	and	development	
discourse,	policy	and	practice	since	estimates	on	the	
volume	of	remittances	have	become	widely	available.	

In	parallel,	the	international	community	has	devoted	
great	 attention	 to	 evidence-based	 policymaking,	
which	 has	 resulted	 in	 the	 examination	 of	 existing	
data,	data	collection	methodologies	and	data	sources,	
including	 those	 related	 to	 remittances.	As	 such,	not	
only	 the	 impact	of	 remittances	on	development	but	
also	the	existing	techniques	to	measure	remittances	
and	 to	estimate	 remittance	 transfer	 costs	are	under	
greater	scrutiny.

In	 this	 paper,	 we	 briefly	 discuss	 issues	 related	 to	
estimations	 of	 aggregate	 volumes	 of	 remittances,	
bilateral	 remittances	 and	 remittance	 transfer	 costs.	

1		 Sandra	Paola	Alvarez	is	
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Bakker	(2015),	however,	points	out	some	limitations;	
for	instance,	the	difficulties	of	updating	regularly	the	
survey	data,	 and	 thus	 the	use	of	 a	 static	 coefficient	
of	per	 capita	 remittances	 sent	by	migrants;	 and	 the	
fact	 that	 using	 the	 increase	 in	 migrant	 stocks	 as	 a	
parameter	to	adjust	remittance	estimates	introduces	
a	bias,	as	this	will	necessarily	imply	also	an	increase	in	
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employ	large	numbers	of	resident	staff.	It	is	therefore	
extremely	 difficult	 to	 ascertain	 the	 extent	 to	 which	
these	 data	 can	 reveal	 actual	 migrant	 remittances,	
considering	 also	 that	 the	 balance	 of	 payments	 can	
only	account	for	formally	recorded	transfers.

Estimating bilateral remittances 

Bilateral	 remittances	 are	 remittance	 flows	 between	
two	 countries.	 Estimating	 bilateral	 remittances	 is	
seemingly	more	problematic	than	estimating	the	total	
volume	of	 remittances	 received	by	 a	 single	 country.	
The	 World	 Bank	 modestly	 admits	 that:	 “credible	
national	 data	 on	 bilateral	 remittances	 are	 not	
available”,	as	“funds	channeled	through	international	
banks	may	be	attributed	to	a	country	other	than	the	
actual	 source	 country”	 (Ratha	 and	 Shaw,	 2007:43).	
For	 this	 reason,	 Ratha	 and	 Shaw	 (2007)	 proposed	 a	
methodology	to	calculate	bilateral	remittances,	using	
three	allocation	rules:	“(i)	weights	based	on	migrant	
stocks	abroad;	(ii)	weights	based	on	migrant	incomes,	
proxied	 by	 migrant	 stocks	 multiplied	 by	 per	 capita	
income	in	the	destination	countries;	and	(iii)	weights	
that	 take	 into	 account	migrants’	 incomes	 abroad	 as	
well	as	source-country	incomes”	(ibid.).

This	 method	 applies	 a	 formula	 to	 calculate	 the	
remittances	sent	by	a	single	migrant	from	one	country	
to	another.	The	average	remittance	sent	by	a	migrant	
from	country	i	in	destination	country	j	(rij)	is	modeled	
as	a	function	of	the	per	capita	income	of	the	migrant	
country	of	origin	and	the	host	country	or	country	of	
destination.	 The	 result	 of	 this	 calculation	 multiplied	
by	the	migrant	stock	in	the	host	country j provides	the	
total	remittances	received	by	country i	from	country	
j.	 The	The	income	

http://siteresources.worldbank.org/INTPROSPECTS/Resources/334934-1288990760745/MigrationandDevelopmentBrief23.pdf
http://siteresources.worldbank.org/INTPROSPECTS/Resources/334934-1288990760745/MigrationandDevelopmentBrief23.pdf
http://siteresources.worldbank.org/INTPROSPECTS/Resources/334934-1288990760745/MigrationandDevelopmentBrief23.pdf
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know	about	migrant	remittances, and	remittances	at	
large,	given	the	debatable	nature	of	 the	parameters	
commonly	 used	 to	 craft	 remittance	 statistics.	 What	
is	 more,	 it	 is	 indeed	 difficult	 to	 understand	 what	 is	
actually	measured	as	remittances	and,	therefore,	what	
the	resulting	trends	actually	reveal	when	remittance	
estimates	 are	 compared	 over	 the	 years.	 While	 this	
may	 not	 be	 problematic	 per	 se,	 for	 policymaking	
purposes	 it	may	be	problematic	to	rely	on	data	that	
may	be	useful	to	understand	the	evolution	of	certain	
parameters	used	to	estimate	remittances,	but	that	do	
not	really	account	for	migrant	remittances	as	broadly	
understood	in	the	migration	and	development	policy	
domain.	

Estimating remittance transfer costs 

Information	 collected	 on	 remittance	 transfer	 costs	
during	the	last	

https://remittanceprices.worldbank.org/en
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How	then	to	obtain	better	data	on	remittance	transfer	
costs?	 First,	 we	 must	 admit	 that	 obtaining	 better	
data	on	remittance	costs	is	extremely	challenging.	In	
order	to	accurately	monitor	the	remittances	market,	
we	 probably	 need	 to	 collect	 a	 hundred	 times	 more	
data	 points	 than	what	we	 collect	 today.	 Automated	
or	 crowd-sourced	 data	 collection	 systems	 are	 likely	
to	 enable	 the	 development	 of	 a	 more	 complete	
database.	 Whenever	 possible,	 integration	 with	
money	 transfer	 service	 providers	 through	 API13	 or	
Web	scrapers14	should	be	developed	to	receive	their	
prices	 in	 real	 time.	 For	 offline	 agent-based	 money	
transfer	service	providers,	proper	 incentives	have	to	
be	developed	to	encourage	clients	to	report	the	costs	
in	a	central	database.	

Once	 a	 more	 accurate	 global	 data	 set	 on	 money	
transfer	 costs	 is	 available,	 various	 indicators	 can	 be	
developed	 to	 monitor	 the	 evolution	 of	 the	 money	
transfer	 service	 offer.	 In	 order	 to	 assess	 the	 actual	
costs	incurred	by	migrants,	the	development	of	more	
complex	models	will	be	necessary,	including	detailed	
information	about	migrants’	transfer	habits	(average	
amount,	frequency,	type	of	money	transfer	used,	etc.),	
to	 calculate	 a	weighted	 average	 cost	 of	 remittances	
for	each	corridor.

Conclusion 

Seemingly,	 at	 present,	 it	 is	 extremely	 difficult	 to	
generate	 accurate	 data	 on	 the	 aggregate	 volume	of	
remittances,	on	bilateral	remittances	and	on	remittance	
transfer	costs.	For	policymaking	purposes,	 it	may	be	
worth	exploring	ways	 to	 improve	our	understanding	
of	 remittance	 transfer	 costs	 by	 facilitating	 new	
partnerships	 that	 allow	 for	 the	 development	 of	
more	 complex	 methodologies	 and	 datasets.	 Better	
estimations	of	remittance	costs	are	not	only	likely	to	
influence	the	transparency	of	 remittance	prices,	but	
also	to	address	current	priorities	relating	to	reducing	
remittance	transfer	costs.	n

13	 API	is	the	abbreviation	of	application	program	interface.	It	is	a	
set	of	routines	and	protocols	that	allow	two	Web	applications	
to	interact	and	share	information.

14	 A	Web	 scraper	 is	 a	 computer	 software	 technique	 to	extract	
information	from	websites.
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