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Abstract

Africa is beset by inadequate development finance requisite for meeting the development go

of its population. Beyond this financial insufficiency, misappropriation, mismanagement, an
public corruption among other governance malfeasance continue to accentuate the finan
deficits characterizing Africa's

economic

development.

Against this

bacfcdrop,

diaspor

remittances to Africa are increasingly contributing to stability of households. Unluckily, the
incessant conflicts defining Africa's

political

landscape, as well

as inchoate

economie

characterizing the economic course for Africa, are a threat to the growth of formal channels. Th
has given rise to informal remittance channels in Africa. Importantly, informal channels serve

fill the gap left by weak, or even absent formal banking systems in conflict-ridden countrie

Informal remittance flows, therefore, are increasingly supplementing post-conflict reconstructio

and humanitarian response to conflict countries. Additionally, intraregional migration in Africa
is translating into an increase in cross-border remittance flows. These issues, thus, provide

point of departure for this study. Specifically, this study looks at South-South remittance

informal remittance transfer services, and the dialectical inter-linkages between remittances, a
post-conflict reconstruction

and humanitarian response.

Accordingly, this study

engage

secondary literature which has been analyzed using interpretivist models of qualitative analys

This study, eventually, established that cash interventions to conflict and post-conflict Africa

countries enhance resilience of households. In addition. South-South remittances are havin

remarkable impact in ameliorating the living standards of recipient households. Lastly, this stud

has established that informal remittance transfers are becoming a competition to officialdo
channels.
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THE P O L I T I C A L E C O N O M Y O F D I A S P O R A R E M I T T A N C E
AND D E V E L O P M E N T IN A F R I C A : AN E M P I R I C A L AND
C O N T E X T U A L A N A L Y S I S , 2000-2010
C H A P T E R ONE

G E N E l ^ L INTRODUCTION

1.0 Introduction
From 1980. there has been an impressive positive view of migration-development nexus

policy makers and researchers hence depicting a form of scientific revolution based on Kuh

standpoint.' Initial studies done in this realm were marred by scantiness in contextualization a
conceptualization of issues and concepts as held by de Haas (2007).

This paradigm shift

emanating from the growing centrality of migration in international relations. The study o
diaspora (and their engagements)

and transnationalism has also been beset by tenu

paradigmatic boundaries hence hampering the use of sound methodological apparatuses
research. Diaspora is both a postcolonial (consciousness) and development issue."

The steady surge in remittance flow in the last three decades (1980s, 1990s, and 200

has sparked off immense interest in the study of migration and development. A s such, polic

makers and scholars alike hold the view that remittances have proved to be the alternative sou

of income redistribution, economic growth and development, as well as an effective pover

reduction instrument. In a nutshell, remittances are regarded as more effective instruments

development than the officialdom development programs and foreign aid. Cognizant of thi

governments of migrant-sending countries have started regarding and treating migrants a
diasporas as actors of development and investors (de Haas and Plug, 2006).'

1

Mercer, Page and Evans (2008) concur that there has been a problem on how researc

have conceptualized, researched and represented African diasporas. To this end, they argue
most researchers have approached Africa's internal and international diasporas as separate.
therefore calls for a revisit of the research on African Diaspora.

Surprisingly, records show that remittances to Africa have in the recent past exceed

Official Development Assistance ( O D A ) and Foreign Direct Investment ( F D I ) . According to the

World Bank (2005), international remittances have steadily increased over the years with U S

85.6 billion recorded in 2000 and a boom in 2004 which amounted to US$ 167 billion (Adams e

al, p.6). These extrapolations indicate a higher record of international remittances as compared
US$ 79 billion of ODA and US$ 166 billion of F D I . Further, the World Bank estimated that US$

240 billion out of U S $ 318 billion of international remittances recorded in 2007 were sent t

developing countries. Imperatively, the economic relevance of migration can be attested by t
huge remittance inflows (Adams et al., p. 6).

1.1 Statement of the Research Problem

In essence, remittances are the direct interface between migration and development. This fea

notwithstanding, governments and international agencies have always overlooked the salience

remittances in policy formulation and development discourse. In their seminal work. Castles an
Wise (2007) postulate that the debate on migration and development

and by extensi

remittances is dictated by governments, international agencies, and supranational bodies of

developed North. These actors employ huge resources to fund these seminars for the purpose

crafting strategies for migration control and management. It is only at the implementation pha

where the governments and civil society of the developing South arc conscripted in. Th

2

deficiency higiiliglited above has persisted even with the burgeoning South-South migratio
which translates into increased South-South remittances."^ This illustrates unequal relations in

power spectrum that has perpetuated underdevelopment in the South (Crush and Dodson, 201

Nonetheless, remittances have proved to be responsive to the systemic shocks t
plagued the global economic system such as the financial crises (Castles, 2009; and F i x et

2009), and national political turbulences such as xenophobic attacks and the Arab Spring (Ho

Schafer and Schrooten. 2008; and Friebel, Gallego and Mendoza, 2013). The governments in
North responded to the economic recessions by instituting migrant return programs in order
address the rampant unemployment resulting from the downturns.

Additionally, scholars such as Mohapatra, Ratha and Silwal (2011), Gupata. Patillo, an
Wagh (2007) and Kapur (2004) and policy analysts contend that remittances can augment

deficits resulting from gradually diminishing F D I , O D A , and external private investment flows.

According to enthusiasts of the migration-development nexus, remittances (mainly taking th

North-South direction) can spur economic growth and development in Africa. Unlike O D A tha

can be employed as a geopolitical imperative of foreign policy towards the developing Sout

remittances arc sent directly to individuals, and families on private bases. Therefore, remittanc

cannot be a diplomatic tool by donor countries to reward or sanction the developing Sou
(Crush and Dodson).

Most importantly, the intensity of South-South migration and remittances is proving to be

very crucial in augmenting the living standards of African households (Ratha and Shaw, 2007

Moreover. South-South remittances often flow through informal channels due to the rundow
financial and banking infrastructure as a result of weaker policies or conflict (Chandler, 2012

3

Furthermore, the significance of remittances in rehabilitating households in post-contlict Afric

is an illustration of the centrality of remittances in post-conflict reconstruction (Fagen and Bump

2006). As such, the role of diaspora remittance in restoring or rebuilding the househo

economies of conflict and post-conflict countries is drawing attention from the community o

scholars within development studies (Hammond, et al., 2011). Initially, scholars within peac

and conflict studies lamented the flow of remittances to conflict and post-conflict countrie

(Sage, 2007; Berdal, 2005; and Collier 2000). Additionally, the entry of remittance in

humanitarian relief of post-conflict states continues to fill the gap left by international aid

agencies whose operations are rendered ineffective due to the harsh humanitarian space
countries plagued by political instability (AM and Kate, 201 I ) .

1.2 Research Question
How have remittances shaped the development path of Africa?

1.3 Research Objective
To analyze the contribution of remittances in accelerating development in Africa.

1.4 Significance of the Study

Significantly, this study will be instrumental in imparting insights on the progress and prospect
of Africa's

development

especially in an era characterized by external financial

flows

remittances and the problem of capital flight. It will be imperative for development studies
enthusiasts to think beyond foreign aid, F D I , and private capital flow.

Imperatively, this study is aiming to elicit research interest on remittances from

International Relations students in United States International Univcrsity-A and beyond. Whe
4

the idea of this study was conceived, a database search in the U S I U - A library was carried

revealing that no student had, at that time, researched on this topic. Therefore, this stu

introduces students in U S I U - A and beyond to the remittance-development nexus, which can a
act as an entry point to the study of private philanthropy and development in Africa.

Furthermore, this study approaches the remittance-development discourse from prism

that are not traditionally given much attention. For instance, this study is dedicated to grapplin

with: South-South migration and remittances; informal value transfer systems and developme

in Africa; as well as remittance and post-conflict reconstruction. These three thematic areas a

central to the understanding of remittance-development nexus in Africa. The cartography o

global conflicts, for example, is concentrated on Africa since incessant conflicts continue t

define the political landscape of this continent (Omeje, 2008). This, therefore, leads to force

migration and the refugee problem hence South-South migration. Since remittances are the dire

interface between migration and development, an increase in South-South migration results in

an increase in South-South remittances. Additionally, the devastating effects of conflicts i
Africa

continue

to

erode

the

banking

system

hence

informal transfers.

Nevertheles

transnational connections between African diasporas with their homelands continue to sha

remittance flows meant for post-conflict reconstruction. These thematic areas are, therefor
significant in extending the frontiers of knowledge in the remittance-development discourse.

1.5 Limitations of the Study
This study is formulated within certain study boundaries. These boundaries are essential
setting the limitations for this enquiry and at the same time make this topic researchable.

5

This study is mainly concerned with analyzing the time period of 2000-2010. The

rationale for this choice is based on the burgeoning interest and publications on remittances fr

2000, thus signaling an optimism on these financial flows. In order to have a more structure

analysis, the limitation of this study ends in 2010. However, in certain instances, statistics f
years after this period are invoked only as reinforcing illustrations.

The boundaries set on remittances in this study is basically concerned with the moneta

aspect of remittances to mean the money transferred by migrants or diasporas to their country
origin. This type of remittance is commonly known as economic remittance.

As remittances provide us with a wide array of study methods, this thesis is mainl

focused on the role and impact of remittances on the dimensions of human developme
Moreover, this study does not constrain the illustrations of other development indicator
Capabilities approach, thus, provides a normative framework for evaluating human wellbeing.

Development

here has been

isolated to mean economic development.

Econom

development, as a normative concept, which refers to the increase in the living standards, a
improvement in self-esteem. It implies shifts in the income, savings and investment, as well
institutional and technological changes that are the fabric of socio-economic structure of
country.

6

1.6 Literature Review
This section of the study seel<.s to undertal<c

a thematic

review of relevant

literature

Additionally, this review ends with the identification of knowledge gaps that this research see
to reconcile or fill.

1.6.1 Policy Debate on Migration-Development Interface

Even as the interest in the study of migration and development has burgeoned from 2000s. t

study notes that the post-WWII academic and policy debate on migration-development nexus h
swayed from optimism to pessimism and back to optimism.

In the view of that, before 1973 there was optimism that capital and knowledge transfe

by migrants would bolster development in the developing world. The period between 1973 an
1990 was marred by pessimism which lamented brain drain, and mooted

for a shift t

regionalism as an alternative to international migration. The decade that followed this (1990

2001) was influenced by transnationalism and livelihood approaches. This decade saw increas

volume of empirical research that informed the debate on migration and development althou

there was modest skepticism that led to tougher immigration policies. Remarkably, the post-20

period registered outstanding publications on the realm of migration and development. This w
as a result of massive remittance flows, a shift from brain drain to brain circulation\d
increased diaspora engagement in development discourse and practice (de Haas, 2008).

1.6.2 Capitalism and Transnational Movement

According to Harvey (2003), the "Labor Question" in the 1970s was an impediment to capita

accumulation because most capitalist corporations sought cheaper labor and appalling worki

conditions. As such, this precipitated a number of strategic responses, firstly, there was a
7

immense transfer of capital to peripheral regions of the global economy. Secondly, there was

enthusiastic promotion of technological know-how for global commodity chains. Lastly, the

existence of enticement of migrant populations from the periphery of the global economy as
source of cheap labor to the core of the global economy.

In the past three decades (1980s, 1990s, and 2000s) the developed North has engaged

capitalist restructuring strategy that aimed at attracting huge transnational capital. This strate

mooted for: the implementation of the neoliberal Structural Adjustment Programs (SAPs

transnationalization (internationalization) of production and the devolution of financial and

commercial control to large Transnational Corporations ( T N C s ) ; and promotion of technologica

methods that would cater for the expansion of financial capital (Wise, Cuvarrubias and Ramire
2009).

1.6.3 Remittances in the Migration-Development Discourse
Rapoport and Docquier (2006) hold that remittances, unlike other forms of capital flows such

FDI and foreign aid, directly impact on household budgets and are a signiflcant source of incom

in migrant-sending countries. Importantly, Lucas and Stark (1985) are credited with the firs
empirical research that grapples with the motives and drivers for migrants' remitting behavior.

Building on the maiden empirical research carried out by Lucas and Stark on motivation

to remit, Rapoport and Docquier (2006) advance that there exist a form of implicit contrac

between the sending migrants and the households in the developing world that aims at insur
the members of the households from income loss.

8

1.6.4 The Ccometrics of Power in Remittance Debate
A keen examination of the UN statistics indicates that researchers and international agencies

tackle the question of international migration and remittances have overlooked the salience

South-South migration. In their analysis of South-South migration, Ratha and Shaw (200

critique the Western standpoints in the realm of international migration and remittances. Th

advance that since the boom in South-South migration almost equals South-North migration

lot of emphasis should be put on the study of South-South migration in order for policy-make
and researchers to have sound basis for action.

Additionally, the debate on migration and development, and by extension remittance
has been dominated by governments of the developed nations, international agencies,

supranational bodies. These actors finance and hold seminars that aim at devising strategie

migration control and management. The inclusion of governments and civil society from th
South is usually at implementation phase. These unequal power relations, between the North

South, often leave out migrant associations in their deliberations. Surprisingly, even with a

increase in South-South migration there is diminutive engagement and communication fro

governments and civil societies in the developing South. This lack of engagement has done li

to boost the socioeconomic statuses of numerous households in the South (Castles and W
2007).

Essentially, countries with poor development strategies hold the view that remittance

can spur local, regional, and national economic development. In their take, the developin

countries are entangled in a global economy that espouses structural inequalities and he
remittances offer incredible foreign exchange that can be used to correct the deficits caused

poverty and macroeconomic instabilities. And since globalization engendered wider inequalit
9

gaps between the developed

North and the developing South, created

impoverishme

marginalization, and unsound Structural Adjustment Programs endorsed by the I M F and t

World Bank, developing nations have elevated the place of remittances in development pract
(Castles and Wise, 2007).

1.6.5 South-South Migration and Remittances
As of 2007, the number of migrants from the South who reside in other developing countries

extrapolated at 74 million (Ratha and Shaw, 2007, p. 2). This signals the significance an

intensity of intraregional migration in the South which tends to be eclipsing overseas migratio

Therefore, South-South remittances can be a strong basis for policy revitalization in th

developing world. For instance, in southern Africa, 29% of the G D P of Lesotho in 2010 wa

realized from international remittances (Mohapatra, Ratha and Silwal. 201 1, p. 3). It is howev
important to note that the greatest portion of this amount came from Lesotho mine workers

South Africa. Ibis was a pointer to the interest in African Diaspora in Africa as an introduction
to the chain and link to international development (Mohapatra, Ratha and Silwal, 2011).

Imperatively, in their study. Ratha and Shaw (2007) employed three different formulae

that attempted to extrapolate South-South remittances. This study will, however, not delv

deeper into the econometrics used by Ratha and Shaw, but rather use the figures they came
with to illustrate the potency of South-South remittances. In their first calculation.
South-South remittances catalogued in 2005 amounted to US$

55.4 billion, thus, translating into 29.5% of total international remittances (Ratha and Shaw
2007, p. I I ) . fheir second calculation.
gives an estimate of IJS$ 17.5 billion (9.3%o of total international remittances),
whereas their last calculation,
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has an estimate of US$ 34.3 billion (18.2% of total international

remittances) (Ratha and Shaw. 2007. p. 12). A l l of these calculations indicate the growin
relevance of South-South remittances.

With the upward trend illustrated above, a critical evaluation of South-South remittanc

costs is inevitable. Critics have lamented the high remittance costs that deplete the incomes

poor migrants in developing host-countries. Migrants in developing countries are therefore mo

inclined to resort to informal channels in sending money to their countries of origin. This is as

result of high remittance costs, and inadequate or lack of proper remittance service

Additionally, unnecessary bottlenecks in the remittance services in developing countries have

daunting effect to migrants in Africa who would prefer using formal channels. For instance, i
Morocco and Lesotho, the government compels migrants to obtain authorization from the cent

bank as a precondition for remitting money. Additionally, in instances where the governmen

does not impede remittances, the costs of South-South remittances tend to be higher than No

South, or even South-North remittances. Peculiar enough is the varying costs in remittance fe

in the same bilateral corridor. For instance, the cost of sending US$ 200 from Kuala Lumpu
(Malaysia) to Jakarta (Indonesia) is roughly of that amount, whereas remitting the same
amount in the reverse direction (Jakarta to Kuala Lumpur) costs more than (Ratha and
Shaw, 2007, p. 14).

In addition, the weak competition in the remittance market between sending and

receiving countries in the South-South interface prompts high remittance fees. The high cos

also come as a result of high foreign exchange commission charged when the sender purchas

stronger currency such as the South African Rand or the U S Dollar. In most countries, th

beneficiary is paid in the local currency (Ratha and Shaw, 2007). A s discussed by the Wor
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Bank (2005), reducing remittance costs is a critical policy in the South-South remittance. In th

discussion, it is possible to decimate remittance costs by means of: encouraging competition

the South-South remittance market; sharing the existing remittance infrastructure; involving po

offices, microfinance corporations, banks, and credit unions in the remittance market; an
advising post office networks on agreements with major money transfer conglomerates.

1.6.6 The Problem of Informal Channels

Due to the discouragement inherent in formal channels of remittance market, there has bee

proliferation of informal channels in the market. In a comparative sense, Freund and Spatafo

(2005) hold that remittances to Sub Saharan Africa ( S S A ) sent through informal channels a

higher than the formal remittances. In 2005, remittances to S S A sent through informal channe

were 45-65% of formal channels, a figure higher than that of Latin America which is postulate
to range from (Freund and Spatafora (2005) cited in Gupta, Patillo and Wagh, 2007. p. 4).
In a recent analysis, the World Bank (2010) alleged that total remittances could have been
more if informal remittances were factored in.

1.6.7 Stability and Counter-cyclicality of Remittances
There has been a precipitous increase in remittances to the developing countries which saw 2

recording US$ 334 billion (Mohapatra, Ratha and Silwal, 2010, p. I ) . A s Grabel (2008) holds

remittances are countercyclical and stable in times of external economic shocks. Likewise, th

view is also shared by Mohapatra, Ratha and Silwal (2010) who contend that the countercyclic

and stable characteristics of remittances can be illustrated by the resilience witnessed in their r
in transfers during natural disasters and economic turmoil. This is because migrants tend to

ahruistic enough during natural disasters, civil strife, and economic downturn hence sendin
more money back to their country of origin.
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In assessing tlie impact of tlie global fmancial crisis on remittances, Ratha, Mohapatr
and Silwal (2009) notice that the impact of the downturn had variations between regions

Africa. In 2009, for instance. North Africa recorded a huge slump in remittance inflows tha

SSA. An explanation given about this slump was that most migrants from North Africa wer

domiciled in countries that were adversely affected by the downturn. The severe fall in the G D
of these countries led to mass downsizing of workforce and austerity measures that affected

migrants ability to send money to Africa. A s such. North Africa witnessed a nose-dive in

remittance inflows of about 11.1% compared to SSA's 3.7%) (Ratha, Mohapatra and Silwa
2009, p. 12). This study concludes that the modest decline of remittances to S S A can
attributed to the increased South-South migration.

Similarly, Savage and Harvey (2007) maintain that remittances can withstand politica

and humanitarian crises that are inherent in the affairs of nation-states. In retrospect, Say
(2006) carried out a study sanctioned by the I M F which advanced a juxtaposed proposition.

his study, he asserts that remittances are also capable of transmitting the effects of the reces

in host countries to the receiving countries since a plethora of migrant workers might cut-dow

the amount they normally remit. I lowever, it should be noted that foreign private investment, an

ODA took a sharp nose-dive unlike the modest slump of remittances (Mohapatra, Ratha a
Silwal, 2010).

Fundamentally, fmancial

crises often

make governments of the host countries t

deliberate on and establish policies which will aim at restoring the stability that they enjoye

before the turmoil. These policy changes have impacts on the migrant-receiving countries as w

as on the remittance flows to the migrant-sending countries. Different countries have difTere

policies ranging from restricted access to their labor markets by means of decimating the over
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number of work permits issued to immigrants, to stringent admission requirements ( F i x , et a
2009).

1.6.8 Governments' Responses to Economic Crises
In responding to the economic crisis, governments either imposed moratoriums on entry
admission of less-skilled workers from the developing countries, or increased the benchmark

vetting highly-skilled migrants. In Malaysia, for instance, the government ceased issuing wor

permits in the manufacturing and service sectors, reduced the duration for short-term wo

permits from six lo three months, and introduced a deportation policy for unauthorized migra
workers. And in the U K , the Home Office made the test for high-demand jobs such as nursi

and civil engineering very rigorous, and raised the selection standards for high-skilled migran

seeking entry to the U K with the minimum qualification set at advanced university degree (a
equivalent of master's degree), and a minimum salary of £20, 000 (Fix et al., 2009, p. 53).

Other countries responded to the economic crisis by setting policies that made it tough

for emigrants to reside and work illegally. Italy, and France are good examples of this where th
former criminalized unlawful presence of migrants, prevented them from gaining access

crucial public services such as education and healthcare, and lengthened the maximum period

detention. The latter authorized law enforcement agencies to ransack worksites in a bid to rou

up illegal immigrants as well as make employment opportunities for unemployed legal workers

And in the U S , after President Obama signed into law the financial sector bail-out legislation i

2009, banks and financial institutions were restricted from employing H - I B ' ' workers where US

workers had been laid off I his legislation also required the fmancial institutions to offer thes
jobs to qualified Americans (Fix et al.. 2009).

14

The second strategy used by governments in receiving-countries to respond to t

economic crisis is the "return home" programs. In 1977. France pioneered a Voluntary Retu

Program ( V R P ) for its migrant workers. Following the recent economic crisis, Spain, Czec

Republic and Japan followed suit with this programs albeit modestly. The philosophy behind th

pay-to-go programs dictates that the host country offer economic incentives, such as a paid o

way tickets home, and attractive compensation for the emigrants and/or their families i

exchange of the emigrants giving up their residence and work rights for a certain duratio

However, the slow success of these programs can be attributed to the failure of the crafters

this program to factor in their jurisprudence the migrants' motivations to stay or leave. Thes

motivations range from social and family ties in the country of destination, the sacrifice an

investment made to migrate, and scarce opportunities back at home (Gador and Vaccaro, 2009

As the Spanish recession-inspired program had identified Moroccans as the only Africa

beneficiaries, the U K government had foreseen a problem emanating from France. Hence in J

2009, the U K , in a prescient move, agreed to participate in a cooperative program with Fran

thai would encourage migrants in Calais, France to return home. Due to their perception that t
UK had better opportunities, these migrants in Calais, France always opted to use a ferry
trains to gain illegal entry into the country. The U K was therefore drafted in a plan that settled

establish concerted plans to compensate the migrants with a return plane ticket, cash payme
resettlement assistance, and retraining upon arrival at home countries (Allen and Hope, 2009).

Apart from the country initiatives to induce migrants to return home, international
agencies such as the

International Organization for Migration ( l O M ) felt obligated

to

concomitantly assist migrants return home after the economic recession. The services l O

offered spanned from pre-departure, transportation, to post-arrival assistance to migrants w
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wished to return home but either lacked fmancial resources or proper documentation to trav

This lOM program provided information, counseling, travel documents, medical assistanc

funds, and the most essential re-integration assistance to asylum seekers, illegal migra
migrants, and students who were stranded in transit (Fix et al., 2009).

1.6.9 Negative Effects of Remittances

Besides, remittances can have unintended adverse effects in instances where proper and s

mechanisms that monitor their flows are missing. The U S and the Norwegian governmen

closed down Somali remittance companies that were presumed to be fmancing terrorism (Om

2005). Additionally, Barder (2006) holds that remittances can at times lead to the 'Dutch Disea

which is skewed towards non-tradable sectors at the expense of tradable sectors. Additiona

there have been concerns in Eastern Africa, especially in Kenya and Somalia, that remittan

can trigger exchange rates to appreciate. This has a consequence on a country's exports s

they will be more expensive at the global market. Barder's position is an echo of the earlier stu
by Amuedo-Dorantes and Pozo (2004).

Notably, Africa has been beset by two negative aspects of diaspora networking. The

are: financing and promoting terrorism and armed struggle; and the problem of mone

laundering emanating from informal remittances. The use of informal channels circumven

exchange controls thereby engendering corruption paid as kickbacks to insider traders, t

evasion, infiux of fake currencies, and criminal activities such as drug and human traffickin
(Ellis, 1999).^

Historical annals show that the question of the diaspora bankrolling armed confiicts an
civil wars is not a new phenomenon unique to Africa. The U K separatist group, the Iris
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Republican Army ( I R A ) received lump-sum remittances from the Irish communities in the U S

Other international financial support to such groups include: Lebanese diaspora remittances

1980s; the diaspora support for Hamas; and the famil diaspora funds to the Liberation Tige

(LTTE). It is however interesting to note that most of these finances were channeled throu

Africa. Hence, Africa has become a transfer corridor for the financing of guerilla movement

(Emanuelsson, 2005). Examples that attest to the place of Africa as a conduit of these finan

are such as: the World-Wide Congress of Tamils held in Mauritius in 2001 for the purpose o

raising and soliciting for funds for the Tamil Tigers' cause; and the numerous organization

domiciled in South Africa such as the famil Rehabilitation Organization ( T R O ) and Tamil Elam

Support Movement ( T E S M ) supporting L T T E , and the People Against Sri Lankan Oppressio
(PASLO).

Additionally, with the government of the U K introducing stringent anti-terrorism

legislation, the Liberation Tigers contemplated relocating its headquarters from the U K to Sou

Africa (Perouse, 2005). Hence, this shows that Africa is perceived to provide an enablin
environment for the raising and fmancing of armed struggle.

Perouse (2005) goes ahead and advances that the developed countries act as collec

centers of funds for armed struggles, whereas the developing countries are at the receiving end

these donations (remittances). 1 o demonstrate this, during the campaigns for self-determinat

of Eritrea in 1999, the Eritrean foreign missions located in the developed countries contacte
their diaspora communities to raise funds for the struggle against Ethiopia. Also, the existence
these operational groups has made it easier for the identification of instrumental individuals

the financing of armed conflict. In 2004, for example, the US and Dubai governments arreste

individuals suspected of remitting funds to terror groups in the Middle East and Africa (Perouse
2005).
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1.6.10 Mapping Africa's Technological Innovations in the Remittance Market

The novel contribution to the international remittance market by Africa should be acknowledge

and encouraged altogether, fhe technological contribution to the remittance infrastructure a

systems by Kenya and South Africa led to an increase in the use of formal channels.** Th

technological contribution was one of its kind in the remittance market in the form of mobil
money transfer. Kenya's very own, and South Africa's

in the market has led to increased

remittance inflows into Kenya since migrants are able to transfer money to relatives, and frien
in remote or rural areas.'" In a subsequent survey, McKay, and Pickens (2010. p. 5) observed

branchless banking is 19% cheaper than using banks, and 54% cheaper than informal remitta
channels."

1.6.11 Gaps in Knowledge

The extant literature in the remittance discourse has proved that there is demonstrable gap

knowledge that should be filled. Firstly, even with the copious literature on remittance

development nexus, the study of the intensity and dynamics of South-South migration an

remittances is inadequate. Issues insufficiently tackled with respect to South-South migration a
remittances range from the costs of remittance transfers in the South-South interface, remitta

market and channels in Africa, cross-border mobile money transfers, and national governmen
policies on regional migration.
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Secondly, the study of the remittance regulatory framework in Africa is overlooked

Africa is a continent characterized by deeply-entrenched informal transfer systems and int

regional migration. However, the existing research shows insouciance in the study of t

remittance regulatory frameworks in Africa, the informal channels, and the impact of informa
remittance flows in Africa.

Lastly, the study of the role of remittances on the posl-contlict reconstruction an

development of Africa is inadequate. Further, the contribution of the diaspora in financin

humanitarian responses in conflict-ridden countries is eclipsed by the study on remittance
insurgency nexus in Africa. As the former depicts an optimistic approach, the latter is
manifestation of the pessimistic view of remittances.

In the view of all of the above, this study seeks to (111 the identified gaps in knowledg
thus extending the frontiers of knowledge. As such, each chapter (2-4) will be dedicated
engaging these research gaps in a bid to filling them.

1.7 Research Hypothesis
Remittance flows ameliorate living standards thus augmenting Africa's development.
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1.8 Transnationalism: A Theoretical Framework

The contribution of theories in social science research is indeed indubitable. Theories are us
to researchers by providing the requisite tools necessary for exploring and

understand

empirical issues. This equips researchers with a variety of analytical alternatives on a spec

issue area, enhances comparative analysis, and proposals for future research endeavors nece
for a better understanding of specific research problems.

The

epistemology

of theorizing

in migration

studies

has

been

domineered

b

methodological nationalism.'" However, new scholars in migration studies have discarded

preconceptions of methodological nationalism hence new authoritative insights in diaspo

identities, transnational migration and long-distance nationalism. Transnationalism is thus
breakthrough in theorizing migration beyond methodological nationalism owing to the mult

level unit of analysis employed (Wimmer and Schiller, 2003). This section will highlight the
theoretical views on the individual, state and the international system.'^

Before this study delves into conceptual linkages it will be prudent to delineate pertine
issues in the conceptualization of diaspora engagements that are ubiquitous in the binary ana
of homeland/newland.

1.8.1 Conceptual Framework

In essence, the debate on the definition of transnationalism is still ongoing albeit commo
agreements on certain trends.

It will suffice to say that in the lexicon of migration studies, th

use of transnationalism is often contused with the coterminous term of 'diaspora'.

A s suc

diaspora connotes a transnational, non-state formation which is defined as a minority gro

residing outside the country of origin. Meanwhile, transnationalism commonly refers to th
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ability of migrants to forge durable connections and linkages with the homeland, as well as t
social formations such as organizations, associations, or networks that migrants establish
sustained linkages with the homeland. According to Wittgenstein (2009) concepts can easily

inferred from how the community of scholars uses them. Hence, it is prudent to set paradigmat
boundaries between diaspora and transnationalism.

Additionally, it should be noted that transnationalism is not isomorphic to globalization

although they share common characteristics. Lyons (2006) discerns between globalization a

transnationalism by asserting that the former denotes 'deterritorialized' politics, economics, a

culture, while the latter is precisely the intense connections to national territories by migrant

The actions and outcomes of these two processes are different. For instance, under globalizat

transnational advocacy networks (global civil society) aim to promote universal values such a
gender equity and human rights. In transnationalism, unlike world approaches (for examp

globalization which is characterized by linear narratives and universal ization of rights), huma

mobility across borders can reinforce beliefs and -isms such as nationalism, sectarianism, a

ethno-nationalism. International studies is therefore concerned with the role of nation-states in

regulating international migration and transnational social formations though more focus is o

formal organizations such as the family due to the role of kinship-based relationships i
remittance sending (Levitt. 2003) .

1.8.2 Transnationalism

Imperatively, transnationalism posits sets of intense and incessant symbolic linkages betwe

migrants and their homeland. Additionally, there are cross-border activities of NGOs, socia

protest movement, and migration flows that form an interplay between the sending and receivi
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countries. However, cross-border transactions are not predicated to cosmopolitanism or glob

consciousness (Beck, 2006), or the growing importance of universal norms (Meyer et al., 1995)

As postulated by Andrade-Eckhoff (2003), transnational societies link migrants and

sending countries. Transnational societies are vehicles of maintaining relationships an

connections with home and host countries as a result of increased migration. Trans-bord

engagements therefore take the form of economic relationships, political participation, socia

networks, cultural practices, and remittance conveyance. The nature and scope of transnatio
linkages maintained by migrants, between sending and receiving countries, are important

laying the foundation and success of home town associations ( H T A s ) . Essentially, transnation

networks are established out of the need to consolidate migration ties. Furthermore, household

household relationships form migration networks that contribute to the integration of countrie

into the global economy. This integration takes the form of investments, migrant donations
trade, tourism and remittance transfers (Andrade-Eckhoff, 2003).

Again, spatial reorganization of production among and between world regions necessaril

lead to increased migration which in turn precipitates the creation of H T A s and transnationa

cultural structures that regulate these processes. The increased migration accelerates econo
development in sending countries through remittances (Vertovec, 2004).

Transnationalism is, thus, concerned with sustained cross-border relationships, loyaltie
affiliations,

and exchange

leading to social

formations

that traverse nation-states.

Th

engagement results in long-distance networks, brain circulation, return programs, sustaine

communication, remittances, business links, homeland politics, and sending-country concer

The existence of multiple orientations, such as advance technology for regular contact withi
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transnational families, consumption patterns and re-spatialization, make it easier for remittan
transfer (Portes, Guarnizo and Landolt, 1999).

Therefore, transnationalism

is about interconnectedness

and it is underpinned

b

increased globalization of communication, breakthrough in technology, and transportation whic

bolster relations between migrants and home country hence cross-border exchanges such
mobile money transfers, informal remittance transfers (Levitt, 2003).

1.8.3 Level of Analysis

Portes (2001) uses a simplified lens that dichotomizes transnationalism as: transnationalism fro
above; and transnationalism from below: in order to illustrate how interests are pursued. This

the directionality of transnationalism. As such, transnationalism from above is driven by group

of power, governments, and corporations at the apogee of the exchange. Transnationalism fr

below is driven by individuals' and communities' perceptions at the base of the society and ho

these processes influence power relations, economic interactions, and cultural constructions. T

classical differentiation depicts the level of influence in transnational migration hence powe

relations. Earlier. Basch. Schiller and Szanton-Blanc (1994) held a somewhat different approac

They advanced that transnationalism is a process that migrants use to create and sust

multifaceted social linkages that bring sending-country and receiving-country together. Thei

focal point or level of analysis is the group of migrants who form the linkages and how to use
this framework to advance their cause. Therefore, transnationalism is at the community level.

Levitt (2001) posits that the level of analysis is at the web of networks where engagemen

and participation takes place. He advances two groups of migrants: transnational migrant whe

economic, social, and political events of migrants warrant transnational movement: and
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inhabitant of a transnational social field (someone who did not necessarily migrate but resides

an area characterized by transnational activities. This group experiences the results of migratio

Transnationalism is represented by remittance transfers which go beyond moneta

aspects of it to include social remittances which are very difficult to quantify.'^ Generally, ther

are three levels of transnationalism: political transnationalism; socio-cultural transnationalism

and economic transnationalism. Remittances, as such, fall under economic transnationalis

which advances the notion of economic ties and the 5 T s : Transfer of remittances; Trad
Transportation; Tourism:

and

Telecommunication. Thus,

remittances

are

the

stronge

transnational economic link between sending and receiving society (Orozco, Bump, and Fedew
2005).

In a nutshell, transnationalism brings to the fore the notion of communication technology

(computers, telephones, televisions, and satellite) as a vehicle for change. Conversely, cru

technological determinism (characterized by inventions of steamship, telegraph, and radio) th
facilitated global integration in the past is given a backseat in analysis. Surprisingly, increase

border fluidity is seen as a sign of the decline of the nation-state, as a source of identity an
center of power in international relations (Soysal, 1994).

However, there is more attention on the increasing role of the nation-state in transnation

activities. Transnationalism accentuates the role of the nation-state in fostering continuing tie
with diaspora population abroad. Importantly, long-distance nationalism motivates people livin

in distant regions to engage ancestral territory and government. This engagement includ

remittance transfers to the sending country and purchase of diaspora bonds. 1 herefore, th
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ideological linkages makes a country, its population, and its government to become a tran
border enterprise.(Panitch, 2000).

1.8.4 Structure-Agency in Transnationalism
Essentially, the agency of migrants is controlled by structures established by governments

nation-states. In this case, structures that dictate the agency of diasporas are constituted

governments of both the host and home countries, fhcsc structures are numerous includi

immigration regulations, and international law on refugees and asylum seekers (Anderso
2011).

Faist (1999) construes that these structures are crucial in defining the social space f

transnational practice. According to Faist (1999, p. 40), social spaces are, "...constituted by t

various forms of resources of migrants and spatial immobiles. on the one hand, and th
regulations imposed by nation-states and various other opportunities and constraints, on
other". Furthermore, Emanuelsson (2005) postulates that the diasporas in host-countries
becoming crucial political actors. To this end, governments of nation-states are beginning

reach out to the diasporas in search for political support and mileage. This significance of th

diasporas has prompted governments of nation-states to entice diasporas with dual citizensh

assistance with the applications of asylum, and tax rebates or cuts on remittance transfe
Therefore, this expands the space through which diasporas can exercise agency.

Emanuelsson (2005), Perouse (2005), and Ellis (1999) concur that separatist groups cea

the opportunity availed by political resources to seek political support, boost their coffers, an
gain legitimacy. For example, groups such as Liberation Tigers of Tamil Elam ( L T T E ) , Irish
Republican Army

( I R A ) , and Kurdish Workers Party ( P K K ) used the spaces provided for by
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free speech to lobby for support in their secessionist campaigns, fhis support is mainly in for
of remittances.

Moreover. Faist (1999) advances that the central role of international law, such as th
Universal Declaration of Human Rights, is restricting state structures. The governments

nation-states are therefore compelled to uphold the rights of migrants at the same wavelength

citizen rights, as well as protection of persecuted peoples. This is viewed as limiting th
sovereignty of nation-states and at the same time accelerating agency of migrants. T o bring
this point, Faist (1999, p. 64) remarks:

Nation-states trying to control international migration and the activities of migrants are
not simply faced witli controlling borders or granting specific legal status up to citizenship. The
"civil rights revolution" for immigrants and the internationalization of international human rights
norms in nation-state regulations have limited the sovereignty of democratic nation-states in
admitting and expelling non-citizens. An example of the first phenomenon is that immigrants
without permanent resident status have social and economic rights equal to citizens': an example
for the second is the so-called principle of non-refoulement in asylum law that forbids returning
refugees to the country of origin if their life is threatened.

Furthermore, migrants are not only restricted by nation-states and international structure

but also challenge these same structures in this interface. They often use the space provided
by free speech to put their home governments to task for injustices committed in their countri

of origin. This coupled with public rallies and lobbying induces governments to heed to the
demands and calls from the diasporas. The political activism in this realm has shifted from

push for independence to a push for the upholding of human rights and freedoms includin

political and economic rights. However, this civil rights movements advocating for activism,
make diasporas to be perceived as a national threat to the host-countries. These challenges
exclusion from the host-countries

limit their agency, and impede their transnationalism

(Emanuelsson, 2005). At times, this exclusion can lead to long-distance nationalism, which ha
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negative effects such as radicalism and fanaticism but also positive effects such as increa
remittances and purchase of diaspora bonds (Guarnizo and Smith, 2009).

To

conclude

this

conceptual

framework,

policy-relevant

states

use

migration-

development networks to further their national interest. This is the politicization of migration
The politicization of migration is indeed twofold: the national principle of sovereignty which

espouses the right of a nation-.state to control cross-border movement; and the transnatio

principle of global mobility which espouses that flow of capital and goods is central to the new

economies, and that the flow of people and cultures pose national threats (ShelTer. 2003). Th

transnationalism has given rise to specialized organizations, diaspora NGOs, H T A s , and joi
government programs such as return programs. These constituent parts within the

migratio

development interface are imbued with power to advance the salience of remittances as

important tool for development and the diasporas as development actors (Guarnizo and Smi
2009).

1.9 Research Methodology

1.9.1 The Philosophy of Knowledge Production

Research is a threefold process: ontology; epistemology; and methodology. The last dimensi

of research, methodology, is a practical and systematic way a researcher uses in knowled

production. Methodology, thus, has different philosophical perspectives. Commonly, in socia

science research, two dominant philosophical perspectives are employed: positivism; an
interpretivism (Creswell, 2009; and Flick, 2006). In positivism, facts determine scientific
knowledge. B y extension, social construction is immaterial in gaining reality ( Y i n , 2010).

Whereas in interpretivism, the hermeneutic position is such that reality is socially constructe
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(Miller and Salkind. 2002). Interprctivists believe that reality is informed by inter-subjective
experiences of the external world. Interprctivists are anti-foundationalists who hold that there

no single method of knowledge production (Creswell, 2009; and Flick, 2006). Further, the mo
useful aspect of theory is concerned with how researchers and the community of scholars in

same discourse view the theory. To interprctivists, knowledge and meanings result from

interpretations, hence thinking and reasoning create objective knowledge (Flick, 2006; an
Miller and Salkind, 2002).

1.9.2 Deriving Research Methodology

A successful academic research endeavor, based on its aim to expand the frontiers of knowled
is dependent on the methodology used and the research design propounded by the author.
objectives of a study influence the choice of research methodology (Denscombe, 2010). T
main objective of this thesis is.
A s such, investigating the interface between diaspora remittances and

development in Africa is of necessity in this academic purpose. Hence, this thesis will engag

qualitative analysis as the dominant method. Precisely, the research problem will be analyz
from a post-positivist background.

In this study, the hypothesis deduced has been explained by means of its depende

intervening, and independent variables. This hypothesis has been tested and later on validated

the last chapter of this thesis. Further, the theory used in this study is useful in molding ou
understanding of the subject matter.

A critical analysis of the interplay between diaspora remittances and development i

Africa will be achieved through invoking an operational (subjective) definition of remittances
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and development, as concepts, thus using an interpretivist approach of qualitative resea

methodology. Delia Porta and Keating (2008, p. 23) in their observation of knowledge

production through interpretivist research methodology hold, "In the most radical versions of th
approach, reality does not exist beyond the (relative and partial) images the various actors h

of it. Knowing the reality is therefore impossible and scholars should focus on the meanin
through empathetic knowledge".

Specifically, the interplay between remittances and development in Africa is contextually

analyzed. This interpretivist analysis also used reports from development organizations, polic

think tanks, as well as regional and international organizations. Official statistical indices o

global and regional migration, and remittance (lows are analyzed outside of the subjectiv

meaning. Under the positivist paradigm, Delia Porta and Keating (2008) advance that objectivi
is key in gaining neutrality in research.

In a nutshell, this study mainly relies on secondary literature, fhis study thus consult

books and peer-reviewed journals in the U S I U - A library, online journals, unpublished and

published masters theses and PhD dissertations, as well as website resources such as
published at the Social Science

Research Council ( S S R C ) . Apart from library books, this research also engaged digitalize

books (e-books) that are found online by either means of subscription or free downloads. Owin

to the type of data aforementioned and epistemological underpinnings, content analysis a
paraphrasal are both employed. These methods of analysis are reinforced by syntheses

critical evaluations of original studies in this realm. Conclusively, research is directional moving
from ontology, to epistemology and finally methodology (ontology-epistemology-methodology).
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Chapter Outline and Outcome
The disposition of this study is divided into five chapters. Chapter One, General Introduction,

consists of the statement of the research problem, research question, research objective, rese

hypothesis, justifications for the study, review of literature, theoretical framework, and researc
methodology.

Chapter Two, South-South Migration and Remittances, looks at the intensity of South-South

migration and remittances. Here, this study looks at the migration within the regional econom

communities in Africa. Additionally, this section of the study looks at the south-south remittanc
costs, cross-border

mobile money

transfers,

and political

policy frameworks aimed

a

reinvigorating intraregional remittances.

Chapter Three, Understanding Remittance Regulatory Frameworks in Africa, interrogates the

remittance regulatory frameworks in the continent, the informal remittance transfer servic
known as and its regulatory framework, actors in the African remittance market,

regulatory frameworks of selected formal remittance channels in Africa, as well as policy
interventions necessary in formalizing informal remittance transfers.

Chapter Four, Remittance and Post-conflict Reconstruction in Africa, examines the role of

remittances in post-conflict rehabilitation in Africa. In this section, case studies of post-conflic

Somalia and Liberia are studied. Additionally, this section gives an interrogation of the securit
landscape and the humanitarian space in Somalia, the role of remittances in reordering

gender dynamics in Somali households, and the Somali remittance marketplace as an avenue

humanitarian response. Lastly, this chapter carries out a mapping of Somali and Liberia
diasporas, as well as an examination of the most sound remittance corridors in Liberia.
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Chapter Five is tlie Key findings, Conclusion, Recommendations and Agenda for Futur

Research. This chapter introduces the major findings of this study, draws conclusion on th

study, propounds recommendations aimed at increasing the flows and impact of remittances, a

proposes areas to be considered for future research in order to contribute more to the knowle
in this realm and improve policy. Each chapter starts with an introduction and ends with
chapter summary which recaps the studied items.

One outcome of this study is the extension of the frontiers of knowledge on remittance
as an issue area. Secondly, this study increases the awareness of readers and practitioners

on the centrality of remittances on the development of Africa. Further, this study draws th

attention of researchers in the remittance discourse to further studies grappling with th

remittance-development nexus. Intense academic research on this topic will inform, i f no
improve, policy.
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CHAPTER TWO

S O U T H - S O U T H M I G R A T I O N AND R E M I T T A N C E S

2.0 Introduction

The measuring of remittances to Africa continues to be posing serious challenges owing to t

use of informal channels. Most of Africans leaving outside their countries of origin resort to
methods such as the system', courier services, or sending friends and relations who travel

abroad (Crush. 201 I ) . The measuring of formal remittances proves to be imperative in the stu

of remittance and development in Africa. A s such, the World Bank continues to provide reliabl
data used by researchers of this interface ( A C P O B , 2011).

The economic situation experienced in Africa proves that African governments have

insouciance on welfare issues." Ratha et al. (2011) are of the view that international migratio
greatly impact on human welfare. A s evidenced by de VIetter (2006), the economic status

Mozambican households with members in the South African mines improved compared to oth

households. This illustrates the centrality of South-South remittance in African development. A
such, this section tests and validates the research hypothesis of this study,

Basically, this chapter grapples with the intensity of South-South migration by means o
introducing statistical figures to support the descriptions given. Further, this section also looks
South-South remittance and the costs of their transfers. The problem of informal channels

remittance transfers is also another issue that this chapter to analyzes, as well as the investm

of remittance in human capital development in the South. To satisfy the centrality of this chapte
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within this study, tliis chapter further looks at the competing paradigms in relation to Kenya an

Lesotho with special reference to South-South migration and remittance. The reasons for the
choices of countries are briefly explained.

2.1 The Intensity of South-South migration

Table 2.1: International Migrant Stock (millions)
2000

2010

2013

174.5

220.7

231.5

Developed regions

103.4

129.7

135.6

Developing regions

71.1

91

95.6

Africa

15.6

17.1

18.6

Asia

50.4

67.8

70.8

Europe

56.2

69.2

72.4

6.5

8.1

8.5

Northern America

40.4

51.2

53.1

Oceania

5.4

7.3

7.9

World

Latin America and Caribbean

United Nations (2013).
Geneva: U N . Department of Economic and Social Affairs. Population Division, p. 1.
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Table 2.2: Global Migration Stock, 2005 (in Millions)

Migrants in:
Developing
countries

High-income
OECD
countries

High-income
non-OECD
countries

Total

Migrants from:
73.9

61.8

20.1

155.8

High-income O E C D countries

3.4

25.5

1.2

30.1

High-income non-OECD countries

0.8

3.6

0.3

4.7

78.0

90.9

21.6

190.5

Developing countries

Total

Source UN (2005) cited in Ratha, D.. and W. Shaw (2007), "South-South Migration and Remittances",
World Bank Working Paper No. 102. Washington, D C : The World Bank. p. 6.

Whereas Table 2.1 shows the growing trend in world migration from 2000, Table 2.2 illustrate

the intensity and extent of south-south migration as at 2005. By the year 2005. 78 millio

migrants out of a total of 190.5 million migrants resided in developing countries (this translate
into two out of five of global migrants). Out of the total number of migrants from developing

countries 73.9 million originated from other developing countries. These figures depict the

growing relevance of South-South migration as a result of the burgeoning numbers as indicat
in the Table 2.2.

There are a number of reasons that can explain the ever-increasing number of Sout

South migration. For instance, irregular migration is believed to be higher and common in th

South-South direction (than seen in North-South) due to the lack of tighter and stringen
immigration

rules

and

restrictions,

limited

enforcement

of

immigration

rules,

unclear

immigration rules, and lastly low travel costs in South-South migration as opposed to North
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South migration (F^atiia and Shaw, 2007). Equally important, 80% of South-South migration

occurs between contiguous countries, and between countries characterized by small gaps

income levels (Ratha and Shaw, 2007, p. 2). That is to say that South-North migration is great
influenced by large income gaps between the two regions.

2.2 Motivations for South-South Migration
There are a number of determinants of South-South migration. These determinants are the p

factors for South-South migration or rather the circumstances that make migration within th
region increase.

Proximity

A greater portion of South-South migration occurs between contiguous countries. One of th

factors that facilitate this migration is the low costs associated with it as opposed to South-Nor

migration, which is expensive. Another factor is the role of cultural irredentism in linking cross-

border communities together especially in Africa where colonial borders disregarded irredentism
(Tolentino and Peixoto, 201 1).

Networks

Ethnic, community, and family connections provide a source of both insurance and assurance

South-South migration. Evidence for the role and impact of networks in South-South migration

can be identified in the linkages between nationality and jobs. For example, in South Africa th
Basothos (from Lesotho) make the largest number of mineworkers (Lucas, 2005).
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.

Income

The difference in income is a push factor for out-migration to middle-income countries in th

South, for example, South African mines provide incentives for Basothos to migrate and work

there (Crush and Dodson. 2010). In some instances, though minimally, extreme poverty in lo

income countries encourage migration to other low-income countries that are characterized
slightly higher income levels. A good example is the migration of Burkinabes and Malians
work in Ivory Coast and Ghana (Nalane, Chikanda and Crush, 2012).

Seasonal migration

Africa's overreliance on agriculture has continued to put its populations in precarious situatio

Therefore, they have to cease the opportunity and take advantage of border permeability
migrate during seasonal weather patterns (Ratha and Shaw, 2007).

Transit

Migration for transit is common in instances where middle-income countries are used b

professionals to gain access to the labor market in the Organization for Economic Cooperati
and Development ( O E C D ) countries. For example, Ghanaian nurses migrate to South Africa

work for two years in order to migrate easily to O E C D countries because most of these countr
recognize nurses registered in South Africa (Bach, 2006; and Vujicic et al., 2004).

Conflicts and calamities

As a first step for asylum-seeking, individuals escaping the wrath of civil violence often migrat

to other developing countries based on proximity considerations. This explains why refugees a

asylum seekers arc many in developing countries in comparison to developed North. On t
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other hand, ecological disasters such as drought and famine have continued to exacerbate S
South migration ( U N H C R , 2006).

2.3 South-South Migration within Africa's Regional Economic Communities ( R E C s )

The migration of Africans within regional economic communities (RF.Cs) as shown in Table 2

is phenomenon represented by 73.9 million. Moreover, a comparison conducted by Ratha ct
(2011. p. 2) between Sub-Saharan Africa ( S S A ) and North Africa shows that whereas most

emigration in SSA is within the sub-region, North Africa's migration is outside their sub-region

and continent. Over 90% of emigration from North Africa is to the O E C D countries and Asia

Conversely, 70%) of intra-African emigration in West Africa is within the sub-region (Ratha, e

al, 2011, p. 2). fhis difference is greatly inlluenced by the income levels of the populations i
these regions. North Africa has middle-income countries hence their preferred destinations

outside Africa, as opposed to the poorer countries in S S A whose migrants end up within t
RECs (de Haas, 2007a).

In the view of that, contiguous borders and close proximity makes it cheaper for migran

in SSA lo move to neighboring countries. These migrants support large networks of famil

members through remittance (de Haas. 2007a). Significant to note is the changing demograph

in OECD countries. This has prompted researchers such as Ratha, et al. (2011), and de H

(2007a) to forecast a change in the migration patterns described above. Since the working-a
population is expected to slump in O E C D countries, that of S S A is expected to surge (Ratha
al., 2011). Therefore, O E C D countries will be in need of migrant labor from S S A . This will in

turn change the migration patterns from Africa and consequentially the remittance flows to SSA
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Table 2.3: Migration within and outside of Africa in 2010 (percentage of all emigrants)
Origin subregion

Central
Africa

East Africa

North
Africa

Southern
Africa

West Africa

Out of
Africa

All Africa

3

13

2

11

2!

50

Central
Africa

23

26

0

9

3

39

East Africa

1

52

3

3

0

4i

North
Africa

0

0

6

0

0

93

Southern
Africa

0

7

0

66

0

28

West Africa

5

0

0

0

71

24

Source: Ratha. D.. et al. (2011),
Washington DC: World Bank, p. 5

The patterns depicted Table 2.3 back the study by Ratha, Mohapatra, and Silwal (2009) th

seeks to look at the impact of the global financial crisis on the flow of remittance in Africa. In
their analysis, there was a modest impact of the crisis on remittance to S S A . This is because S
has diversified its sources of remittance. I his diversification comes as a result of

disperse

migration to various regions." Since the G D P of O E C D countries took a nosedive during an

after the global fmancial crisis. North Africa experienced a sharp decrease of remittance flow

compared to SSA.'* As shown in Table 2.3. intraregional migration in Sub-Saharan Africa is
more intense.

Essentially, South-South migration and remittance, especially within African regional

economic communities, continues to attract the attention of researchers and policymakers. A

indicated in a report by People Against Suffering Oppression and Poverty ( P A S S O P ) , the curre
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number of Zimbabweans living abroad is estimated at 3 million, with 67% of this number

residing in the neighboring South Africa ( P A S S O P , 2012. p. 3). Significantly, remittance from

this group is believed to cater for the livelihoods of two-thirds of the population. Additionally,
Maphosa (2004) holds that remittance has become the most significant source of income
most households in Zimbabwe.

2,4 South-South Remittances

Even though South-South remittance is eclipsed by North-South transfers, it suffices to say th

South-South remittances, indeed, have welfare implications for poor households. To demonstra

this significance, in 2005 US$ 188 billion were recorded in South-South remittance (Ratha an
Shaw, 2007, p. 2). This figure excludes the unrecorded flows mainly following informal

channels. Based on the upward trend in South-South remittance, policy revitalization in th

developing South is inevitable. In this case, the Southern African country of Lesotho, as will b

shown later in this chapter, has started to initiate policies that aim at increasing remittanc

inflows, fhis is because Lesotho in 2010 financed 29%) of its G D P from remittance (Mohapatra

Ratha and Silwal, 2011, p. 3). Peculiar enough, the greatest portion of this inflow came from

Basotho mineworkers in South Africa (Mohapatra, Ratha and Silwal, 2011). fhercfore. this

became the springboard for the interest in African Diaspora in Africa as an introduction to the
chain and link to international development.

In an attempt to portray the potency of South-South remittances, Ratha and Shaw (200

undertook the effort to extrapolate the intensity of remittances from developing to other

developing countries using three different formulas as shown in Table 2.4. Their first calculation
commonly known as finds out that US$ 55.4 billion
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(South-South remittance) was transferred in 2005 thus translating into 29.5% of internation
remittances (Ratha and Shaw, 2007, p. I I ) . In their second calculation.
U S $ 17.5 billion (9.3%o of total international

remittances) was estimated to have been remitted in South-South direction in 2005 (Ratha a
Shaw. 2007. p. 12). Whereas, in their last calculation.
US$ 34.3 billion

(18.2%) of total

international remittances) was estimated to have gone in the South-South for the same y
(Ratha and Shaw, 2007, p. 12).

Table 2.4: Estimates of South-South Remittances Using Different Methods (US$ billions)
Remittances received by South countries
Remittances from:

(I)
Allocation rule
based on
migrant stocks

(2)
Allocation rule based
on migrant stocks and
host-coimtry incomes

Countries in the North

132.7
70.5%

17.5
9.3%
170.7
90.7%

Remittances received by
All developing countries

188.2
100%

188.2
100%

Countries in the South

(3)
Allocation rule based on
migrant stocks, hostcountry incomes, and
sending-country incomes
34.3
18.2%
153.9
81.8%

188.2
100%)

Source UN (2005) cited in Ratha. D., and W. Shaw (2007), "South-South Migration and Remittances",
World Bank Working Paper No. 102. Washington. D C : The World Bank. p. 12.

All of the three calculations fronted by Ratha and Shaw (2007) are a clear indication of

growing relevance of South-South remittances. Even with this salience of South-Sout

remittance, critics such as Freund and Spatafora (2005) have continued to decry the high costs

money transfer. When remittances fmance physical and human capital accumulation, it tends

increase the total factor of production and per capita output as well as improve living standard
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This impact on the economy and human development is predicated upon institutional fact

(financial market development), reduced economic inequality, and education achieved (Rom
2000).

2.4.1 Remittance for African Development

To maximize the potential of remittances, Algunias (2006) propounds a number of strategies t
aim at increasing South-South remittances. According to him. the development potential

South-South remittances can be great with an increase in remittance flows within the develop
South.

a) The need to establish good remittance infrastructure.

A number of actions are significant for the establishment of a good

remittanc

infrastructure: regulatory environment; tax policies; interest rate policies; special saving

accounts to encourage domestic deposits and savings; innovative remittance transfer prod
(direct electronic payment products such as and

for both

domestic and international transfers.^ The shift to electronic products and services is growing
tlie remittance market (Meide and

lonesco, 2010).

According to Ndung'u

(2011) th

collaboration between Safaricom and Western Union is an incentive in this remittance mark

Additionally. Pan African Postal Union. International Organization for Migration, and Universal

Postal Union have facilitated electronic transfer infrastructure in Tanzania and Uganda (Meld
and lonesco, 2010).

Equally important, an increased competition in the remittance market lowers the transf

costs although this hinges on the financial sector development and encouraging other financ

institutions to join the remittance service provision (Page and Plaza, 2006). World Council o
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Credit Unions ( W O C C U ) is an international organization that focuses on reduced costs

Governments also encourage postal unions to liaise with other post offices, banks and mon

transfer companies to reduce costs. A l l in all, bilateral dialogue and cooperation betwee
countries is the best way of lowering costs within remittance corridors (Martinez, 2005).

b) Leveraging remittances for development.

I.

Innovative remittance-linked fmancial products

Remittance-linked fmancial products introduced by fmancial institutions encourage the

culture of saving hence leverage remittance for development. For instance, IRNet Cooperativ

Kenya has remittances-linked savings packages.^' These packages are in the form of insura
products, and savings and credit incentives. Here, senders and recipients are trained to
remittances constructively and productively (Comstock, Lanonne and Bhatia, 2009).

II.

Collective remittances

Home countries can create investment pools for development. This mechanism is suc

that after meeting the basic needs, the remainder is added to philanthropic money and channe

to investment for home country economic development (Aparico and Mesenguer, 2008). Hom

Town Associations ( H T A s ) have been used in Latin America and Caribbean while in Africa
diaspora associations and networks are widely used.^

III.

Improving remittance data through policies such as Deferred Pay Act ( D P A ) in Lesotho.
Again, capacity building and literacy training for recipients is crucial for effective use of

remittance, fhc opening up of the remittance market creates pluralism which in turn
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encourages more research hence improvement of data collection and analysis (Comsto
Lannone and Bhatia, 2009).

IV.

Partnership with international organizations such as Food and Agricultural Organization
(FAO). International Fund for Agricultural Development ( I F A D ) , and International
Organization for Migration ( l O M ) is essential in identifying proper uses of remittance.

The efforts by the World Bank in remittance research, in terms of data collection and
analysis, is crucial in informing policy. This is also significant in studying the trends of
remittance flows (World Bank, 201 la)

2.5 South-South Remittance Costs

The high South-South remittance costs continue to deplete the incomes of poor migrants th

threatening the success of remittance use for development. These high costs daunt poor migra

who in turn resort to the use of informal channels to transfer money to household in the

countries of origin. This is due to the incessant lack of access to convenient remittanc

infrastructure. Therefore, the reduction of South-South remittance costs is a critical policy issu

in the developing countries (World Bank, 2005). The major challenge in impact of remittance on

development in Africa is the high fees charged within African remittance corridors. This is

captured by the Director of P A S S O P , Braam Hanekom who remarked, "To charge exorbitan

fees on the money sent back by immigrants and refugees to their desperate families is to stran
their lifeline" (PASSOP, 2012, p.4). Fhis remark is implicitly the central thesis of this study by
PASSOP titled.
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The major problems impacting on remittance costs in the South-South interface hav

been identified as mainly: the lack of competition in the remittance market at both ends of th

transaction (source and destination countries); and high foreign exchange commissions charg

at both ends of the transaction (Kinuthia, 2013). In the view of that, concerted efforts to

encourage competition are likely to reduce costs borne by migrants in the transaction. Therefo

competition can take the form of: partnership agreements between stakeholders in the trans

system; sharing of transfer platforms and networks; and encouraging plurality in the remittanc

market such as inclusion of credit unions, post offices, microfinance institutions, and commercia
and community banks (Ratha and Shaw, 2007).

Table 2.5: Cost of sending US$200 within SSA
remittance corridors
Percentage
Remittance corridor
Burkina Faso-Ghana

16

Nigeria-Ghana

12.5

Nigeria-Benin

10.5

Senegal-Mali

9

Burkina Faso-lvory Coast

9

Uganda-Kenya

8.7

Kenya-Tanzania

8.3
8

Kenya-Uganda
Uganda-Rwanda

5.7

Uganda-Tanzania

5.8

Source: Ratha. D.. et al. (2011),
Washington D C : World Bank. p.76.
Table 2.5 shows the exorbitant costs levied on remittance transfers within remittance corridors

Africa. Surprisingly, all of these remittance corridors lie within the same regional economic

community. For example, a migrant in Burkina Paso will be charged US.$ 32 in order to sen

US$ 200 to Ghana. Despite the advantage in proximity, the fee levied on cash transfers with

the remittance corridors above remain high thus daunting the use of formal channels. Su
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countries, wliicii are in tlie same R E C s , should initiate bilateral agreements that aim at mitigatin
the transfer costs.

Irving, Mohapatra and Ratha (2010) in their survey on remittance costs attribute the hig

costs of transfers to exclusive agreements between banks and money transfer companies. Th
high transfer costs, created by these exclusive partnerships, prompt migrants to reduce

amounts that they send to their respective home countries. This reduction in amounts remitte

therefore, hampers the development impact of remittance. However, some African countries su
as Ethiopia. Nigeria and Rwanda are making efforts to cancel such agreements

(Irvin

Mohapatra and Ratha, 2010).

2.6 The Problem of Informal Channels

As illustrated above, the resort to informal channels is greatly influenced by high remittanc

costs. Due to the high costs inherent in the formal channels and lack of adequate remittan

services, migrants in developing countries are therefore more likely to resort to informa

channels in order to transfer funds to their countries of origin (Kinuthia, 2013). Additionally, the

erection of unnecessary bottlenecks in the remittance services in developing countries dissuad
migrants from using formal channels. Unnecessary bottlenecks such as restrictions placed

outtlows from source countries discourage migrants from using formal channels. For example

Morocco and Lesotho are a few countries that subject migrants to authorization before an

transfers are made by their respective central banks (Ratha and Shaw, 2007). And in som

countries, remittance inflows have to be declared and reported to authorities upon receipt (Rat
and Shaw, 2007).
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. Moreover, in instances wiiere outflows are accepted, South-South remittance fees a

always higher than North-South or South-North remittance fees. Additionally, South-South

remittance through some bilateral corridors show striking variance depending on the directio

that the transfer is taking. For instance, as depicted in the fable 2.5 above, the transfer costs

remitting money from Kenya to Uganda is not the same as remitting the same amount in th
reverse direction from Uganda to Kenya. Important to note is that the use of formal channels
preferred to the informal ones because it makes monitoring of financial activities easier (Ratha
al., 2011).

Table 2.6: Estimates of Total and Informal Remittance in SADC Countries in 2010 (Million Rands)
Country

Total Remittance

Informal Remittance

24.7

9.7

Botswana

182.7

158.3

DRC

125.4

80.5

Lesotho

1754.3

1404.6

Malawi

124.2

122.3

82.9

81.7

1588.6

799.9

52.2

51.8

391.2

343.0

10.1

10.0

Zambia

124.6

122.7

Zimbabwe

6693.7

4382.8

Total

11154.6

7567.5

Angola

Mauritius
Mozambique
Namibia
Swaziland
Tanzania

Source: DNA Calculations cited in Truen, S., and S. Chisadza (2012), "The South A f r i c a - S A D C
remittance channel". Report Prepared by D N A Economics for FinMark Trust, p. i i i .
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Table 2.6 gives statistical figures for 2010 comparing total remittance lo informal remittance
flows in SADC countries. From these statistics, this study can deduce that the amount

informal remittance transfers in S A D C is almost rivaling formal remittance fiows. This therefore

illustrates the growing significance of informal remittance flows to the development of Africa.

This growth in the use of informal channels in Africa can be attributed to the identification
requirements and high remittance fees levied on transfers as argued by Ratha et al. (2011).

2.6.1 Cross-border Mobile Money Transfer: An Emerging Alternative?
As opposed to the internet-based transfer methods in developed countries, Africa is growing

the use of cross-border mobile money transfers.** In their study, Maimbo, Saranga and Strycha

(2010) suggest that pilot programs and learning from best-practice countries can enrich th

regulatory frameworks of cross-border mobile money transfers. They also acknowledge th

signillcance of cross-border remittance by use of mobile phone technology and hold that it woul
augur well in the S A D C sub-region. The success of cross-border mobile transfers in S A D C wi

depend on regulatory framework that is efficient. This regulatory framework should therefore b

characterized by clear guidelines, widely spread retail agents, permit small-value cash transfe
rela.xed requirements for proof and non-reporting of small cross-border cash transfers.''

2.6.2 Investing Remittances in Human Capital Development in the South

Migration, as shown earlier, was initially lamented for being antithetical to local development

through 'brain drain' which hampered output in developing countries. This changed with the

burgeoning inflows of remittances and the characteristics of remittances: counter-cyclicality; an

stability (Castles, 2009). Remittances, therefore, provided sustainable local economic options fo

developing countries. Together with trade liberalization, factor mobility comprising capital and

labor is crucial for the integration of the South in the global economy hence a pillar of
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globalization. Trade liberalization prompts reduced government revenue from trade taxes there
making remittances a compensatory source of income in the South (Ahlburg, 1995).

Ultimately, remittances are not only sent to households but also to voluntary sector suc

Churches and Mosques, and other organizations. A s such, the distribution of remittances ha

provided an opportunity for egalitarian development (Ahlburg, 1995). Most households in the

developing countries are encouraging training and employment in sectors such as health beca
these career paths give hope

for migration. Investment

in education

and training i

internationally-tradable human capital is becoming common in the South. For the purposes

expected future remittance, households invest in specific forms of human capital that ar

marketable regionally and internationally. Surprising enough, this strategy is not exclusive t

private households since governments also train their citizens for labor export and concessiona
migration schemes (Brown and Connell, 2005).

Accordingly, Brown and Connell (2004) hold that there is a growing linkage between

remittances and microfinance which aims at promoting micro-business development. Th

development of small businesses is an incentive for return migration initiatives. Most of those

who return have businesses established back at home (Brown and Connell, 2004). To this en
the use of remittances

has mutated

from consumption to investment hence egalitaria

development.
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2.7 Lesotho and Kenya within the South-South Migration and Remittance: Competing
Paradigms

The main reason wliy tiiis study ciiose to delve into Lesotho in the South-South migration an
remittance landscape is derived from the significance of South-South remittance to the G D P

Lesotho. T his is also shown in statistics described above. Remittance contribution to Lesoth

GDP is the highest in S S A . Again, the choice of Kenya in this study is triggered by the dee

political framework the government has undertaken to bolster the significance of South-Sout

migration and remittance. Additionally. Kenya has initiated unique mechanisms that encourag
South-South migration and remittance.'*'

2.7.1 Lesotho in South-South Remittances

According to a survey done by Nalane, Chikanda and Crush (2012), in some instance
remittances have proved to be the only source of income for some households in Lesotho. T
means that in case remittances were absent, many households would have been degraded

poverty status. Apart from consumption purposes, remittances are also used in agricultur

production, and in particular improving subsistence farming hence food security. In order t

leverage remittance for development, the government of Lesotho introduced an official polic

known as Deferred Pay Act ( D P A ) which is intended to encourage and facilitate the use o
formal channels of remittance transfer (Nalane, Chikanda and Crush, 2012).

The importance of Lesotho as a study in South-South remittance is growing even bigge

One of the reasons for the significance of Lesotho in this realm is because a huge proportion

international remittances to Lesotho originate from South Africa hence it is imperative in the

study of South-South remittance (Mohapatra, Ratha, and Silwal, 2011). Another reason for th
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significance of Lesotho in South-South remittance discourse is hinged on the dependence

Lesotho on remittances since 28.6% of its G D P share in 2010 came from internation

remittances (Mohapatra, Ratha. and Silwal, 2011, p. 3). A s such together with Tajikistan an

Tonga, Lesotho is one of the largest recipients of international remittances as per G D P share t

elevating remittances to a salient source of foreign exchange, development fmance, and inco
for households (World Bank, 201 lb).

And the last reason is because Lesotho is one of the countries in the South that provid
reliable data for the analysis of the impact of remittances on development. A s opposed to initia

when the Central Bank of Lesotho relied on statistics from mining recruitment agency and Th

Employment Bureau Africa ( T E B A ) , the recent figures are from reports received from South

African Chamber of Mines, Reserve IBank of South Africa, and the banking system (Nalane

Chikanda and Crush, 2012). Lesotho has two forms of formal transfer of remittances: voluntar

and involuntary (Crush, et al., 2010). In involuntary formal transfer, mineworkers are forced to

transfer a portion of their earnings to an interest-based account in Lesotho through Deferred P
scheme (DPA). This scheme

further allows mineworkers to only make two emergenc

withdrawals from the set account (Crush et al., 2010).

Majority of migrant-sending households receive cash remittances as opposed to in-kin

remittances." Again, remittance outflows from Lesotho arc very nominal. Since remittance

inflows are substantial, migration is believed to be a survival strategy for many households i

Lesotho, fhis is also illustrated by the increasing number of female migrants to South Africa

especially in a time when the number of male mineworkers is gradually declining. The femal

migrants are employed elsewhere in other sectors (Nalane, Chikanda and Crush, 2012). Sin

Lesotho is closer to South Africa in terms of proximity, there is a weak remittance framework
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There is also of adequate access to financial services by both migrants and recipients. These

have prompted mineworkers and other migrants in South Africa to use informal channels such

hand to hand deliveries and bus/truck drivers in transferring funds to Lesotho (Nalane, Chikan
and Crush, 2012).

2.7.2 Kenya within the Migration-Development Nexus
Oucho. Oucho and Ong'ayo (2013) look at South-South labor mobility with special reference

Kenya within the E A C context. Importantly, the Protocol on the Establishment of the Eas

African Community Common Market ( P E E A C C M ) was signed in 2009 and entered into force in

2010.'" This established the E A C Common Market. Further, the treaty that established the E A

has its foundational principles on four freedoms which comprise of free movement of goods
labor, services and capital. B y extension, the P E E A C C M , in its annexes, outlines the freedom

movement of persons, workers, the right of establishment, the right of residence, and th

progressive liberalization of services. The common market is the second phase of the roadmap

EAC's regional integration.'^ The next phases in this integration include a Monetary union an
eventually a Political Federation ( E A C , 2009).

The migration from Kenya as of 2005 was distributed as follows: United Kingdom
14.5%:

intraregional migration to Tanzania 13.5%; transatlantic mobility to the US 4.98%); to

contiguous Uganda 3.67%o; and lastly Canada (DRC'"* cited in Oucho, Oucho, and Ong'ayo,

2013. p. 7). Later, a study by the World Bank (201 lb, p. 45) indicates that migration from Kenya

to Uganda had significantly increased. This study shows how significant Tanzania and Ugand

are to Kenya's regional migration. Hence, intraregional migration should be given more attentio
in the migration and development studies ( A C P Observatory on Migration, 2010).
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2.7.3 Kenya's Political Framework for Migration and Remittance

Essentially, the massive remittance flows from Kenyan Diaspora has impacted the nation

economy.'"^ Cognizant of the strategic significance of the diaspora and remittances that they se

to the country, the government saw the need of incorporating a diaspora policy and du
citizenship in the Kenyan constitution."' Leveraging remittances for development has worke
well for Kenya by improving investments especially in real estate, transportation,
information, communication and technology ( I C T ) .

and

To this end, this political environment,

paiticularly the Immigration and Citizenship Act of 201 1, continues to make it plausible for the
diaspora to engage in national development plans (Republic of Kenya, 2010).

According to lOM (2004), return migration has improved in Kenya due to the enabling

political environment that continues to characterize the country'^. Further, Achoch and Apiyo

(2007) advance that the Government of Kenya has relaxed the previous restrictive policies on t

free movement of people. A s such, under the new National Development Plan, export of skille

labor to African countries is not only permitted, but also encouraged. This strategy of labo
export is anchored in the Ministry of Labor (Achoch and Apiyo, 2007). Additionally, diaspora

and labor export policies are some of the issue areas in Kenya Vision 2030 (Kenya Vision 203

2013)."* Again, in the realm of engaging the diaspora, the Ministry of Foreign Affairs established
a Diaspora Division which liaises with line ministries such as the Ministry of Labor to interlock
the diaspora to Kenya's development agenda.Further, the employment of Kenyans abroad
facilitated and monitored by the Ministry of Foreign Affairs' International Job Office, Ministry

of Labor's Department of human Resource Management and Employment ( D H R M E ) , and th

Ministry of Youth and Sports' Youth Enterprise Development Fund ( Y E D F ) (Oucho, Oucho and
Ong'ayo, 2013).
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As evidenced above, mainstreaming migration and diaspora policies in the developmen

agenda of Kenya has been robust in the past few years, specifically after the end of the K A N

rule (Kinuthia and Akinyoade, 2012). As such, the Dual Citizenship Act 201 1 provides the basi
for transnational migration policies. Additionally. Kenya has also entered

into bilateral

agreements with Southern African Development Community ( S A D C ) countries of South Africa,

Botswana and Namibia, the newest state of South Sudan, and Seychelles. These agreements

on Kenya's labor export to these countries. Within the E A C framework, Kenya is party to the

PEEACCM which encourages and protects free labor mobility. Unluckily, the problem of human

trafficking has been a concern in the subject of migration.^" However, Kenya stands out as a
example of how to mitigate this illegal trade by means of facilitating legal opportunities for

employment across borders. The Kenya Association of Private Employment ( K A P E A ) , for

instance, developed a legal framework^' which was adopted on 20 December, 2006 by i
afllliatc. Private Employment Agencies ( P E A s ) . fhis is indeed a novel initiative within Africa
(Oucho, Oucho and Ong'ayo, 2013).""

In addition, in the realm of international labor migration, Kenya has signed most, i f not

all. of International Labor Organization ( I L O ) conventions on migrant labor. Examples of these

include: Protocol to Prevent, Suppress and Punish Trafficking of Persons, especially Women an

Children ( I I T P ) ; and the Protocol against the Smuggling of Migrants by Land, Sea and A i r

(MSP).^^However, Kenya is yet to sign the United Nations International Convention on the
Protection of all Migrant Workers and Members of their Families ( I C M W ) of 1990 (Ghai,
2004)."^ As well, on regional front, Kenya is a member of the Inter-Governmental Authority on
Development Regional Consultative Process on Migration of 2008 ( I G A D - R C P ) . Within the
EAC, Kenya is the only country that has a diaspora policy (Achacoso, 2010)."'^
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2.7.4 A closer look at K e n y a n Diaspora in the South

Changing realities at the global level in the form of economic and political clout of Brazil, India

China and South Africa ( B R I C S ) continue to shape migration flows. This view is echoed by
Ehjah Achock, who was the Director of Transformative Leadership and Change Management

the defunct Office of the Prime Minister (Kenya), in the forward of the study by Kinuthia (2013)

The impact of diasporas in national development is becoming imperative in migration literatur

Most studies on the impact of diasporas in national development use human developme

approach (enlarged people's choice) thus elevating individuals to the focal point of developme

processes (ACP, 2011). This is, therefore, in line with the research hypothesis of this stud

Initially, migration was decried for brain drain, but due to globalization migrants have manage

to maintain connections with relatives and friends hence eliminating economic separation fro

their countries of origin (Page and Plaza, 2006). As such, states and international institutio

have since continued to focus more on the role of the diasporas in national econom
development.

As it shown later in this study, human capabilities approach propounded by Nobe
Laureate Amartya Sen provides an appropriate apparatus for grappling and

understandi

migration-development nexus especially with reference to remittances. Human developme

goes beyond satisfaction of basic needs to participatory processes. Therefore, human mobi

has the potential of ameliorating human development which has always been beset by t
unequal exchange and relationships in the international system. This study also notes that
gains of migrating are also unequally distributed since transnational movement of people can
times be under certain constraints (UNDP. 2009).
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Table2.7: Kenyan Diaspora networks and associations in the South

Percentage

Type of collectivity

Members of academic associations and investment clubs 7
Internet-based social networking groups

15

Association of Kenyans

61

18
Ottiers (religious-based, government-based, and work-based)
Source: Kinuthia. B . K . (2013), "Spotlight on the Young and Skilled: exploring the potential contribution
of Kenya's diasporas in the South", ACF'OBS/2013/PUB07, p.45.
Table 2.8: Type of communication within diaspora networks

Type of communication

Percentage

42
Internet-based (Face book, emails, and Skype)
Meetings

23

Embassy communication

17

Oral

14

Source: Kinuthia, B . K . (2013), "Spotlight on the Young and Skilled: exploring the potential contribution
of Kenya's diasporas in the South", A C P O B S / 2 0 1 3 / P U B 0 7 , p.45.

Table 2.7 shows that the number o f K e n y a n migrants under hometown associations is highe
than that o f other forms o f collectivity. Additionally, the number o f academic associations o f
Kenyan origin is smaller compared to other the groups. T a b l e 2.8 illustrates the significance o

modern technology w h i c h is a core element o f transnationalism, as shown in the theoretica

framework o f this study, and maintenance and retention o f connections between migrants an
home country.
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Kenya Diasporas in Soutli Africa ( K E D A S A ) was formed in 201 1 and serves Kenyan

migrants in Pretoria and Johannesburg. It is in the process of registration and the Kenya
Ambassador to the Republic of South Africa is its patron. Apart from political participation,
KEDASA is crucial for investment (Kinuthia, 2013). New Vision Kenya ( N V K ) is regarded as

ihc mo.st advanced Kenyan Diaspora network and it is registered in Juba. Republic of Sout

Sudan. It has interests in governance and investment and was established in 2005. N V

prompted the establishment of Diaspora Investment Club and Kenya Diaspora Alliance (Ngug
2012). N V K ' s investment arm. New Vision Investment Club has four projects:-

a)

A microfinance scheme that advances loans for commercial purposes

b) A taxi-fleet project in Juba

c)

Equity in Tangaza"''

d) I lousing project in Athi river, Kenya"^

According to fable 2.9, Kenyans in South Africa arc estimated at 30, 000 however only

5. 800 are registered at the embassy and 2. 000 registered at K E D A S A . Due to proximity an

contiguous borders, Kenyans in South Sudan are estimated at 80, 000 with only 6, 00

registered. Peculiar is the low registration with the High Commission and diaspora association
in Tanzania (Kinuthia, 2013).

63

Tabic 2.9: Distribution of Kenyan Diaspora in selected African countries

Name of association

Country

Membership

Association of Kenyans

Rwanda

3,000

New Vision Kenya

South Sudan

6, 000

Kenya Diasporas in South Africa ( K E D A S A ) Pretoria/Johannesburg. 2, 000
South Africa
Kenya and Friends association ( K E F A )

Durban, South Africa

1,500

Kenya Community

Cape Town, South

3,000

Africa
Burundi

Association of Kenyans

500

Source: Kinuthia, 13.K. (2013), "Spotlight on the Young and Skilled: exploring the potential contribution
of Kenya's diasporas in the South", A C P O B S / 2 0 1 3 / P U B 0 7 , p.47.

Kinuthia (2013, p. 5 2 ) in his survey concluded that each year on average migrants remit U S $ 17
per month

to households

through

Western

U n i o n and

M o n e y G r a m services. F o r K e n y a n

migrants in the neighboring E A C countries, the preferred mode o f transfer is M - P e s a w h i c h is a
mobile-phone enabled money transfer system invented in K e n y a .

Chapter S u m m a r y

This chapter sought to grapple with the question o f South-South migration and remittance. With

the growing relevance o f this interface, researchers and policymakers are now confronted wit
variety o f issues that are crucial for interrogation this discourse. T h i s section o f this study ha
shown that even though South-South remittance is slighter lower than that o f North-South, it

impact on human welfare is an opportunity to foster the economic w e l l b e i n g o f poor households
in Africa. Unfortunately, high fees levied on transfers within A f r i c a n officialdom

remittance

corridors pose challenges to the use o f formal channels w h i c h are essential for data collection o
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South-South remittance.
policymakers lucid

Hence, the

opportunities

use

of

informal

channels

to comprehensively study the

denies

researchers

a

impact of South-South

remittance. Lastly, Lesotho and Kenya, as shown in this study, can be regarded as best-pract
countries in the study of South-South migration and remittance.
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CHAPTER THREE

UNDERSTANDING R E M I T T A N C E R E G U L A T O R Y F R A M E W O R K S IN A F R I C A

3.0 Introduction

The growing relevance of remittance in Africa has given reason for the understanding, a
revitalization of existing remittance regimes. As such, in the Global Diaspora Summit held
South Africa on May 25, 2012, the African Institute for Remittances ( A I R ) was lauded as one

the five legacy projects for the African Union ( A U ) . The A I R , whose headquarters is planned f

Nairobi, has started working on issues concerning remittance transfer costs and regula

frameworks. Importantly, understanding remittance regulatory frameworks for Africa will b
conclusive system is analyzed. This is because, as evidenced in Chapter Two, most of

remittance Hows to Africa is channeled through informal systems (Razavy, 2005). Against t
background, this study interrogates the nature, scope and politics of the system.

In the view of that, this chapter begins with a precise understanding of the nexus betwe

remittance and the law. This is simply because regulatory frameworks are conceived against

backdrop of a legal environment (Orozco, 2006). Law is not only a product of, but als
constitutive of politics (Mbalekwa, 2011). Central to this chapter is the remittance

system, its cultural and historical origins in Africa, with special reference to Somalia, and t

politics of its regulation. This is significant, also, in filling the gaps in knowledge identified in
Chapter One. Further, this chapter looks at the actors involved in the remittance market
regulatory environment in Africa. The brief analysis of the selected regulatory frameworks
Africa, an overview of the legal and regulatory frameworks for Morocco and Kenya, as well
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fiscal and monetary policies in Africa suffice to anchor this chapter on the central thesis, resear
objective, hypothesis, and significance of this study.

Moreover, this chapter flows from Chapter Two,

In Chapter Two, in a nutshell, remittances through informal channels are of a great concern d
to their volume and impact on development. A s such, system remains one of the most

significant of all the informal channels (Passas, 2005). Some policy interventions are enumerat
at the end of this chapter. Finally, this chapter ends with a Chapter Summary which recaps
most outstanding issues tackled.

3.1 Remittance and the L a w

The market structure, with its competitive environment, rules and regulations, defining terms o
reference for remitting funds and a multiplicity of players, impacts on the process and choice

the means of transfer of funds by migrants. The law is cognizant of the fact that remittanc

involve an exchange of foreign currency. Hence the regulatory environment involves the natu

of the transactions, the ability for governments and money transfer operators ( M T O s ) to track t

finances remitted, and the impact of the remitted funds on the foreign exchange (Orozco, 2004

Some migrants feel dissuaded by the requirements by service providers to provide certa

identification information thus prompting them to resort to informal channels to make money

transfers. This is cognizant of the fact that the impact of the law on these transfers has

corresponding impact on the development of the receiving country. As such, sound remittan
regulation can surreptitiously act as a springboard for the transformation of informal channels
formal ones (Orozco, 2006). To this end, the
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impact of remittances on the

economi

development of the receiving country increases when frameworks that encourage the use
formal channels are successful.

System: Dc-ceiitcring Remittance from Officialdom

The term has entered into the Western lexicon, specifically within the

remittance

discourse. Precisely, the term is Arabic that can loosely be translated into 'to transfer'.

Feldman (2006), in an attempt at drawing the historical origins of hawala system holds tha
Islamic philosophical anthologies of the 8th Century mention the system. system

predates conventional banking, and as Orozco and Yansura (2013, p. 15) construe, it can simp
be referred lo as, 'money transfer without money movement'. This is because the transfer
money through this system does not involve an actual movement of cash.' Figure 3.1 gives
of the nature of money transfer through the system.

Figure 3.1: How transfers operate
Information on transaction

Firm in

Firm in
Recipient Country

Host Country
Cash

Transaction code

Transaction c ide

Cash

Sender

Recipient
Information about the transaction

Source: Mbalekwa, S. (201 1).
L L M Thesis, Faculty of Law, Nelson Mandela Metropolitan University, p.41.
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Philosophically, trust and honor underpins this system." A s such, Mbalekwa (2011
advances that system is devoid of bureaucracies inherent in officialdom remittance
systems which require proof of identification. This makes suitable for migrants who have
no valid documentation and illegal migrants. Imperatively, system fills the gap created
by modern banking. Here, the system gains access to the inaccessible regions in war-tone

countries (Ali and Kate, 2011; and Fagen and Bump, 2006). In the contemporary marketplac
systems have implemented anti-money laundering systems and transparency protocols to

ward off money laundering and the financing of terrorism. These measures have been concert

after the September 11 (9/11) attacks on the US (Hammond et al., 2011). Tighter scrutiny o
companies came after the 9/11 Commission Report alluded that smaller amounts of

money used to fund terrorists and terrorism activities were channeled through the alternativ
remittance systems, denoting systems (National Commission on Terrorist Attacks upon
the United States, 2004). In the 9/11 Commission Report (2004)', networks around the
globe are singled out as conduits for terrorism financing, as shown in the verbatim below:

Al Qaeda frequently moved the money it raised by an informal and ancient trustbased system for transferring funds ... formal banking was risky due to the scrutiny that al Qaeda
received alter the August 1998 East African embassy bombings ... Bin l^adin relied on the
established networks ... lo transfer funds efficiently (National Commission on Terrorist
Attacks upon the United States, 2004. p. 170).

3.2.1 Justifications for the Study of the Remittance System

The main focus of the systems in this section will be on Somali networks. The
rationale for the selection of Somali networks is grounded on the extensive literature
available on systems. Most, i f not all. of the studies done on informal remittance, with
special reference lo systems, focus on Somali systems. This emanates from the
fact that the Somali systems continue to play an integral part in the development of the
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post-conflict country. As such, even development organizations including the UN agencies an

development non-governmental organizations (NGOs) heavily rely on these systems for financ
transfers to Somalia (Orozco and Yansura, 2013; and MacPhee, 2012).

3.3 Mapping the Somali Hawala System in the Remittance Topography
In 1970s, Somali migrants were confronted

with obstacles when remitting funds to thei

homeland. This prompted the establishment of networks in Somalia. A s held by Passas
(2005), system has been in Somalia since the 1970s oil boom in the G u l f region, where
Somalis migrated as laborers. With the civil war, system was even bolstered as many

Somalis migrated to other countries regionally, and Australia and New Zealand, Europe, Midd
East, and North America, internationally. In the early stages, was purely informal though
in contemporary

times,

security

and

economic

compliance

requirements

continue

t

surreptitiously formalize its operations (Qorchi, Maimbo and Wilson, 2003).'*

Apart from migrants sending money home to their homeland, remittance system

is also widely used by development entities such as the U N agencies and N G O s to transfer fu
to the needy. This, according to MacPhee's project extols as the most reliable mode of

financial transfer in Somalia (MacPhee, 2012)."' This position is in tandem with the researc
objective of this study.

system, also regarded as Alternative Remittance System ( A R S ) , fills the gap left
by the absence, or perhaps, the existence of a weak banking system. system remains the

only lifeline at the disposal of the Somali Diaspora community to send money to household

which are caught up in a situation of civil strife (Hamza, 2006).'' Passas (2005, p.9) affirms th
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position as lie opines. continues to be the best option for most immigrants and the only

one for those coming from regions devastated by civil conflicts and disasters". This, therefor
validates the research hypothesis of this study,
This system, additionally, is used to remit funds to Somali

refugees in the Horn of Africa region, including Kenya and Ethiopia, in Egypt, and Syria among
other destinations (Hamza, 2006).

Unluckily, the Somali companies have faced the wrath of international sanctions.
To illustrate this, following the terrorist attacks on the US on September 1 1. 2001.
llrm was closed down. This firm was established in 1986 and was spread across 40

countries (Hassan and Chalmers. 2008, p. 31). Hassan and Chalmers (2008) advance t
arguably, was Somali's largest source of private employment. Its closure followed the
freezing of approximately US$ 43 Million which Somali migrants intended to transfer to their
country of origin (Hassan and Chalmers, 2008, p.3 1 ).^ This closure had a negative impact on
numerous households waiting for the frozen funds. Again, this happened to a people living in
fragile economy and a country plagued

with civil

war.

fhis

closure, as well,

led to

unemployment for those initially working in the firm. The humanitarian impact, following this

closure, was enormous to the extent of making stakeholders explore ways of complying with th

new regulation and policy requirements.** This culminated into a United Nations Development
Program ( U N D P ) seminar convened to help Somali firms conform to the new Financial
Action Task Force

( F A T F ) requirements for remittance regulation (Hassan and Chalmers

2008).'

In the meeting aforementioned, provisions for national regulation were also propounded
Another cardinal aim of this meeting was to capacitate system operators to understand
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the remittance regime governing them, and at the same time help financial sector regulato
understand the domain, nature and scope of (Qorchi, Maimbo and Wilson, 2003). This
would then be instrumental in their efforts to formalize system of remittance.'" This
meeting culminated into the establishment of Somali Money Transfer Association ( S O M T A )

which is a professional self-regulating body for the Somali remittance space. S O M T A is

underpinned in the principles of transparency, accountability, compliance, membership, an
governance hierarchy. Most, i f not all, firms are registered with host countries' tax
authorities (Omer and HI Koury, 2005). Table 3.1 illustrates selected firms and their
regulatory associations.

Significantly, the growing salience systems in the remittance topography, and

the centrality of such systems in the economic lifeline of Somalia, is evidenced by the
interventions by the international community in salvaging the existence of

systems

(Omer and FJ Koury, 2005). The UNDP, for example, intervened to stop the Wells Fargo Ban
in the US from closing accounts of Somali firms (Omer and E l Koury, 2005)."

Tlieir

enforced

innovation

[sic]

in protecting

tliemselves

against

insecurity

lias

increasingly brought them into compliance with the global sphere of financial regulations,
particularly concerning the 'know your customer' and 'know your processes' methods of anti
money-laundering and terrorism financing regulations (Omer and El Koury, 2005, p. 2.')2).

Even though most Somali companies operate abroad, the Somali Financial

Services Association ( S F S A ) acts as a self-regulatory framework for those firms operating
locally. S F S A is still nascent and yet to be fully implemented

and as indicated in the verbiag

above such progress are promising and indicating success in conforming to international be
practices. On the other hand, in the developed North where most of Somali firms operate,
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FAIT- rules are applicable since most o f these jurisdictions are party to the F A T F
(Waldo, 2006).

Table 3.1: Selected Somali firms
Year
founded, and
headquarters

Brief description

Association
membership

Dahabshiil

1970,
London, U.K

The largest firm since
the fall

Somali Money
Transfer
Association
(SOMTA)

Qaran Express

2005, Dubai
and London,
U.K

The second most vibrant
firm after Dahabshiil. Its
objective is to fill the gap left by
the weak banking
infrastructure in Somalia. It
also does not levy fees on
charity funds

SOMTA

Mustaqbal

Dubai, U.A.E

It exudes a strong international
presence

SOMTA

Amal Express

1997, Dubai,
U.A.E

It is an outcome of a merger of
various firms

SOMTA

Kaah Express

London, U.K

It has 300 agents globally

Somali Financial
Services
Association(SFS
A)

Hodan

London, U.K

It only has 4 agents in the U.K

Not a member of
SOMTA or
SFSA

Olympic

-

-

SFSA

Amana
Express

Dubai, U.A.E

It gives better commissions to
funds transferred to refugees
and internally displaced persons
(IDPs). It aLso gives better
commission to charity funds

SFSA
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provisions

Iftin

London, UK

It has 26 local agents

Not a member of
SOMTA or
SFSA

Tawakal
Express

Dubai, U.A.E

Operates Tawakal Express
card- a prepaid service

SFSA

Source: Hassan. M . A . and C . Chalmers (2008), "UK Somali Remittance Survey", available at

www.diaspora-centre.org/DOCS/UK_Somali_Remittan.pdf, pp. 28-29.

3.4 Regulatory Framework for Systems: Engineering a Debate
Somali firms have borne the brunt of an international crackdown on companies deemed
to be llnancing terrorism. In November 2001, company was shut down by the US

government on suspicion that it channeled fmancial aid to the al-Qaeda leader, Osama bin Lade
This closure sparked off a confidence crisis on

companies,

humanitarian catastrophe for numerous households depending

let alone causing a
on the firm for

remittanc

transfers. A month before the closure of the Norwegian authorities closed down
Somali companies (Omer, 2005).

networks are characterized by contractual agreements and lower transaction

costs, which are enabled by the sharing of production costs and benefits. A s Schramm and Tau

(2003) charge, the limited formal financial institutions, especially in post-conflict societies, give

ground to the establishment of informal systems such as rotational savings, credit association
and networks. A s such, the transactional security of networks is provided for by

social and cultural imperatives. Social imperatives here include social prestige and reputation. I

this, as per Rodima-Taylor (2013), a member's reputation is enhanced by his/her cooperativ

behavior hence bolstering trust between the actors involved. This therefore provides rationale fo

continued engagement within and between networks, which then increases the benefits accrued
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Nevertheless, the functioning of the system also depends on socially-accepted

norms of reciprocity whose bedrock is found in religious and ideological values of Islam
law. in its part, offers ethical and legal framework crucial for the settlement of
transactional disputes (Razavy, 2005). To this end, understanding the self-regulatory of

systems is more lucid. In April 2004, an international conference was convened by th
International Monetary Fund ( I M F ) and the government of the United Arab Emirates ( U A E )
The main thematic area for this conference was the regulation of the systems. Central to
their deliberations, delegates were concerned about having in place a regulatory framework
which will not, by any chance, push these traditional systems to operate as underground

systems. In this conference, the inclusion of the private sector in drafting such a regulato

framework was acknowledged. This is due to the fact that the insights from the private sect
were construed to be able to make the needed regulatory framework effective ( I M F , 2005).

The Financial Action Task Force was originally established in 1989 by the G-7 as an

avenue for combating money laundering. Since the existing international legal instruments, su

as the International Convention for the Suppression of the Financing of Terrorism (1999) and th
United Nations Security Council ( U N S C ) Resolution 1267'\y had legal lacunae, the

FATF opted to expand its mandate thus incorporating combating and financing of terrorism

(CFT). Barely a month after the 9/11, the F A T F issued the Eight Special Recommendation

whose Special Recommendation V I entitled Alternative Remittance''"* is specifically dedicated
to informal systems such as (Bowers, 2009).'^ Table 3.2 outlines the Eight Special
Recommendations.
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Table 3.2: The Eight Special Recommendations of F A T P ' ^
Special
Recommendation

Description/ Thematic Area

One

Ratification and hnpiementation o f the U N
Instruments

Two

Criminalizing the Financing of Terrorism
and Associated Money Laundering

Three

Freezing and Confiscating Terrorist Assets

Four

Reporting Suspicious Actions Related to
ferrorism

Five

International Cooperation

Six

Alternative Remittance

Seven

Wire Transfers

Fight

Non-profit Organizations

Nine

Cash Couriers

Source: Adopted from Bowers, C . B . (2009), Money Laundering, and Terrorism
Finance: Micro-Lending as an End to Illicit Remittance",

37(3), pp. 394-396.

This section of study is keenly interested with Special Recommendation

V I since it focuses

informal remittance systems such as The F A T F (in 2005) in its typologies on money
laundering and terrorist financing pointed to the malpractices in alternative remittance systems
This standpoint

is however contested

by Passas (2005) who holds that formal financia

institutions in the US were used to wire money used for 9/11 attacks. This claim is, thus, contrar
to the 9/1 1 Commission Report which maintained that the al-Qaeda leadership used

networks to transfer funds used in the attacks. To this effect. The Special Recommendation V

in its bid to curb money laundering and financing terrorism, encourages countries to registe
and/or license remittance service providers. Over and above this recommendation, issues
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monitoring and compliance arc viewed to define the effectiveness of not only the remittan

systems, but also the regulatory framework itself Importantly, this recommendation is chief

concerned with anti-money laundering and fmancing of terrorism through alternative remittan
(Bowers, 2009).

After the 9/11 attacks on the U S . the definition of money-laundering, which was

traditionally concerned with 'proceeds of crime', was expanded to incorporate transactions th

cover 'proceeds for crime'. The main focus of 'proceeds for crime' is the realm of terroris

financing. Unlike in the 'proceeds of crime', financial systems, within the 'proceeds for crime

are used to transfer legitimate funds for criminal or illegal missions such as terrorism fundin
This is what is commonly referred to as 'reverse money laundering' (Bowers, 2009).'** MacPh
(2012), in his contribution to deconstruct the myths on downplays the use of this system

for criminal activities such as transnational crimes and terrorism. I le illustrates this by estimatin
that out of the sum total of remittance sent from Somalia, only 6% could have been from pira
(MacPhee, 2012, p. I ) .

In a bid to fill the demonstrable gap in knowledge, the Bank for International Settlemen

and the World Bank (2006) produced a report that sought to understand the aspects of paym

system of remittances.''' Through this, a solid foundation would be laid to understand th
remittance topography

thus enabling the establishment

of safe and effective regulato

frameworks."" In a nutshell, this report outlines within

the remittance service. The General Principles are envisioned to achieve safe and efficie

remittance transfers. This is the public policy objective at the core of its jurisprudence. The fir
principle tackles the transparency of the remittance service, as well as mechanisms within

remittance service that provide consumer protection. The second principle deals with th
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remittance system infrastructure and how to improve it so as to minimize transfer costs h

boost remittance flows to developing countries. The third principle, in its part, grapples with

legal and regulatory environment, whereas the fourth principle focuses on the market stru

and competition in the remittance industry. The fifth and last principle looks at the governa

and risk management practices in the remittance industry. These principles are reinforced b

related roles. The first is the role of remittance service providers in the implementation of
General Principles. The second is the role of public authorities in the implementation

overseeing of the General Principles (Bank for International Settlement, and World Bank, 200

3.5 Actors in the Remittance Market and the Regulatory Framework

The remittance marketplace attracts both licensed and unlicensed companies. The surviva

sustainability of money transfers is contingent to the depth of competition in remittance mar

nature and veracity of the regulatory frameworks, the cost of transactions, and the choice o

intermediary by the sender ( I F A D , 2007). In the view of that, actors in the remittan

marketplace are bifurcated into: non-bank fmancial intermediaries; banks and credit un

intermediaries; and informal intermediaries. Thus, for both the sender and the beneficiary of

finances, the choice of the sending medium, competition in the market (plurality), a

government regulations, are three most important factors in remittance transfers (Alvarez, 20

Accordingly, the entire transaction (and businesses involved in the remittance trans
takes place in an environment controlled by local, regional/national, and international laws

regulations. The existence of regulatory frameworks is important in defining and structuri
private transactions.

Importantly, governments

regulate the institutions in the remittan

marketplace and the foreign exchange transfers. Regulatory environment is critical for

85

number of regulatory entities, their roles regarding financial transfers, their standpoints o

tinancial transfers and enforcement, identification of sender and/ or recipient, registration of t
intermediary, and the disclosure of financial information (Hailu and Soares, 2008).

With increased globalization, the complexity of legal requirements invokes a condition o

disrepute in the regulatory environment. Some players are often daunted to take part in the le
participation in the remittance marketplace. Illegal and undocumented migrants, for instance,
discouraged from using formal channels due to the identification burden imposed on senders
the players in the formal service provision. Also, small enterprises are unable to compete

establish in this regulatory environment due to the legal requisite that they submit verifiab
guarantees ( I F A D , 2006).

Despite all of the above, regulation is essential in forestalling the bankrolling of terrorism
and organized

crime by

informal networks which

compliance. This follows the events of September

require

meticulous

supervision and

I I , 2001 that changed the remittanc

environment thus prompting the introduction of the 'know-your-customer', and 'know-your

process' principles. The remittance environment has also witnessed financial control and

liberalization, regulation and licensing of money transfer operators, and the introduction o
government initiatives and incentives that aim at encouraging the sending and investment
remittances (Sander and Maimbo, 2003).

3.6 Regulatory Frameworks in Africa: Selected Case Study Countries
Lessons from best-practice countries can be insightful in having a nuanced understanding

ways of facilitating remittance inflows to Africa (Ratha, 2007). This points to the need to

highlight certain components of these case study countries: legal and institutional framework
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fiscal and monetary

policies; remittance

transfer

systems; and the relationship

betwe

governments and migrants' associations. I he development and establishment of appropr
strategies to facilitate remittance inllows indicate that the acknowledgement of remittances

imperative tool for social and economic development is ever-growing. Hence, it is prudent t

interrogate these policies and learn from the lessons in this realm (Alverez. 2009). Being be
practice countries, this study is justified.

3.6.1 Legal and Institutional Framework: An Overview of Morocco and Kenya

It is prescient to note that for any success, it is imperative for the state to complement the mar
through an intervention

into the remittance

transfer.

This

intervention will

developmental success of remittances. Generally, the enactment

bolster

the

of legislations and

t

establishment of institutions that are crucial in the management of remittance flows determin
the impact and success of migrant remittances (Adams, and Page, 2003).

In 1990, Moroccan government repealed the stringent migration laws culminating into

the establishment of the Ministry of Moroccan Diaspora. During this same year, the governme
saw the need to bolster the relationship between its citizens abroad and the homeland through
establishment of the

fhis

became necessary with the swelling number of Moroccan Diaspora, and also included th
provision for dual citizenship (de Haas, 2007b).

And in Kenya, in 2004, the government established the National Diaspora Council o
Kenya, which is an institutional framework providing a platform for the articulation and
aggregation of diaspora interests and issues. I he aim of this institutional framework is
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complemenl other existing regulatory frameworks dealing with migrants and remittances (Hail
and Soares, 2008).

3.6.2 Fiscal and Monetary Policies for Morocco and Kenya: A Precise Comparative
Analysis
The Moroccan government has implemented measures that gives its diaspora incentives

increase remittances. Some of these incentives include: an increase in the number of iVIorocc

banks in the Organization for Economic Cooperation and Development ( O E C D ) countries

eliminating of foreign exchange restrictions and controls; and the devaluation of the loca
currency so as to increase the value of foreign currency. These measures were influenced by

promising attitude of 1990 which aimed at encouraging and increasing investment by th

Moroccan Diaspora. The government has continued to offer fiscal incentives and eliminate

unnecessary bureaucracy for investment such as decimating the number of documentation a
permits required for investment (de Haas, 2007b).

Even though the Central Bank of Kenya ( C B K ) has lamented the poor infrastructure for

the transmission of remittances, there are concerted arrangements to develop a platform th

would be essential for Kenyan Diaspora to transfer capital and invest back home. The Worl

Bank has offered Kenya with technical assistance to launch a diaspora bond. Additionally

various transmission methods are also being scrutinized to enable the Kenyan Diaspora trans
remittances through formal channels (Hailu and Soarez, 2008).

3.6.3 Remittance Transfer Mechanisms for Morocco, Nigeria and Kenya

Financial intervention is significant in facilitating the use of formal channels with respect to

international remittances. Several countries have piloted innovative and technological-base
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platforms that aim at facilitating formal transfer of remittances (Isern and Desphane, 2005

Therefore, it suffices to say that Morocco has made inroads in harnessing remittances f

development since a huge percentage of remittance inflows are made through formal means. T

can be credited lo the expansive and efficient banking system that Morocco is endowed wit

both locally and internationally (including a good number of commercial banks and Money
Transfer Agents- M T A s ) . The inclusiveness in the remittance market has seen M T A s having

more wider coverage, and at the same time postal services and commercial banks having ro

for a healthy competition. Therefore, Moroccan migrants only divert to informal channels when
exchange rates are unfavorable (de Haas. 2007b).

In Nigeria, there is a notable blend of the use of both formal and informal channels. Th
formal channel transfers go through M T A s , banks, postal service, and card-value transfers. T

use of informal means involve people physically carrying cash to Nigeria. Due to a huge numb

of MTAs, there is immense competition thus leading to lower rates. M T A s are also offering

lower rates compared to banks since M T A s target-market is the regular and low-income earne
as opposed to banks which only transact with their account holders who are seemingly hig
value customers (Alvarez, 2009).

For Kenya, the transactions are mostly through commercial banks which use electroni

transfers, telegraphic transfers, and bank drafts (for huge sums). These services are conside
slightly cheaper. For migrants sending lesser amounts, informal channels and postal services

more than enticing. A s such, PostaPay was introduced by the Postal Corporation of Kenya (
cooperation with Limited Liability Company [ L L C ] of Afri-Payments). This service allows

Kenyan Diaspora to send funds through a toll-free call or website. Nevertheless, new initiative
have emerged in Kenya to complement the M l As. In 2007, for example, Safaricom introduced
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mobile payment system called that allows Safaricom customers to electronically send

money to other customers through short message service (sms). M-Pesa has been very succe

and is accepted within the continent and overseas as a means of remittance transfer (Alvar
2009).

3.7 Formalizing Remittances: Policy Interventions
According to Fritz, Ambrosius and Stiegler (2008) formalizing remittances is crucial in

increasing their development impact. The following are the most crucial interventions necessa
for the formalization of remittances:

a) Improving data collection techniques on remittances will influence policy making

essential for enhancing the development impact of remittances. Improved data collectio

techniques are central to equipping economists with information useful in economic
projections.

b) Developing financial sector infrastructure, bolstering financial payment systems, and

facilitating conlldence in the banking system. This is critical in encouraging competition
in the remittance market and eliminating unnecessary bottlenecks such as the burden

identification characterizing formal remittance payment systems. These will in turn
encourage the use of formal channels.

c) As advanced by Freund and Spatafora (2005), a larger share of informal channels is

indication for the need to encourage inclusiveness in the remittance transfer marke

through facilitating plurality of service providers. Therefore, incentives to attract more

actors into the remittance marketplace are important in encouraging plurality in the
remittance marketplace.
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d) Encouraging tlie use of M-paymcnt (mobile money payment) and other technologicalbased platforms such as internet-based payment systems (PayPal, and PesaPay). Th

platforms are faster and cheaper. They are also easier to use in order to reach rur
populations.

e) Increased financial literacy and public awareness through capacity-building seminars fo
stakeholders in the remittance market. Also, leveraging remittances for developmen

through incentives and specialized products that aim to entice senders serves to catapu
the development impact of remittances.

Fritz, et. al. (2008) in their study that attempted to interrogate the available policy options
that leverage remittances for development, categorized these options into four:-

a) Designating remittances for productive and non-consumptive use.

b) Promoting financial inclusiveness by encouraging multiplicity of actors in the service
provision.

c) Improving the payment system and reducing the attendant costs.

d) Capacity-building, for senders and beneficiaries, on the significance of formal transfers.

Chapter Summary

This chapter, in its aim, set out to understand the remittance regulatory frameworks in Africa. In

this endeavor, this chapter has deconstructed the cautionary tales that are used to descri
system, such as: illegal/illicit remittance; informal; and underground remittance. In this
regard, this chapter reifies system as a competition to the conventional remittance

transfers. Further, as much as regulation and supervision of remittance is crucial to the
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development o f A f r i c a , these approaches should be modest in order to encourage
remittance systems to embrace

remittance regimes. T h i s w o u l d

be beneficial

inform

since mor

remittance flows to A f r i c a w i l l be recorded. A n increase in remittance volumes to

Africa

corresponds to improved l i v i n g standards for numerous recipient households. T h i s fact is i
consonance with the research objective for this study.
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CHAPTER FOUR

R E M I T T A N C E AND P O S T - C O N F L I C T R E C O N S T R U C T I O N IN A F R I C A

4.0 Introduction

Africa is beset by numerous conflicts and high levels of insecurity that either stagnate or reta

development. The effects of conllicl and insecurity on individuals are enormous and wel

encapsulated in the study by the World Bank (201 I c , p. 5) which lamented that people in conflic
areas:
... are more tiian twice as likely to be imdernourished as those in other developing
coimtries, more than three times as likely to be unable to send their children to school, twice as
likely to see their children die before age of five, and more than twice as likely to lack clean water.

The standpoint above, even though not explicitly capturing the effect of conflict on the
achievement of Millennium Development Goals (MDGs), points to the manner in which

conflicts retard or impede the progress registered to attain these goals. Since these goals and t

targets are time-bound, conflicts in Africa pose challenges in attaining the MDGs. During the

1980s and 1990s, the prescription to Africa's ailing economic development was underpinned o

economic growth. However, from 2000s, there has been a paradigmatic shift which introduce

poverty reduction into the regimen of Africa's economic development. This new methodologica
standpoint culminated into the Millennium Development Goals (Fritz and Menocal, 2007).

"There is increasing evidence that remittances are crucial to the survival of communitie

in many developing countries, including many which have suffered conflict and produced

refugees" (Van Hear, 2003, p . l ) . This proposition indicates that remittance flows to post-conflic
countries, specifically

in Africa,

is increasingly playing a central role in post-conflict
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reconstruction. Witli increased population displacements, as a result of incessant conflicts

Africa, shifts in human and capital flows are inevitable.' A s such, with the growing number o

labor in flight, the livelihoods of most families are therefore adjusted by migrant remittances
Fagen and Bump (2006, p. 1) on their part postulate, "...remittances can be seen as a
for peace and rebuilding". refers to an indispensable prerequisite. As such,

remittances play an integral part in augmenting peace efforts as well as stabilizing affect
communities in post-conflict countries.

As depicted in Chapter Three of this study, post-conflict African societies", such a

Somalia, are defined by massive institutional breakdown thereby affecting formal financia

systems. This continues to impact negatively on the channeling of finances to developme

projects in post-confiict countries. It is against this background that remittances, albeit informa

play a critical role in the economic development of countries ravaged by violent conflicts

However, there is scantiness in literature on the role of remittances on the development of po

conflict countries. Thus, this section of the research attempts to reconcile the demonstrable g
in knowledge identified.

This chapter interrogates the role of remittance in post-conflict reconstruction, with

special reference to resilience and the provision of a lifeline to households in instances whe

humanitarian aid is doubtful. Furthermore, this section also examines the humanitarian spa
and the remittance marketplace in Somalia in relation to humanitarian assistance. Moreover,

role of remittance in post-conflict reformation of Liberia becomes an area of interest for thi
chapter.
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j -1.1 Justifications for Somalia and Liberia Case Studies

The choice of Somalia and Liberia as case studies in this section of the thesis is informed by t

study's literature searches which indicated that these two countries have immensely benefit

from post-conflict remittance flows (Kibikyo and Omar, 2012; and Mubarak, 1997). For Somali,

for example, remittance has defined the inchoate economy in the country as well as providin
alternatives for refugees in camps within Africa.^ The absence of government left a huge gap
the provision of not only security, but also essential services. This budgetary gap could, to

larger extent, only be reconciled by diaspora remittances. Additionally, unlike other post-conflic

countries, Somalia's humanitarian space proved hostile for international humanitarian ai
agencies who could only employ remote management

from Nairobi, Kenya. Ihus, the ai

agencies' access to inaccessible regions is facilitated by diaspora communities in a concer

effort to provide development finance. Hassan and Caitlin (2008. p. 7) extrapolated the numb

of Somali Diaspora to be 1.5 million people hence Somalia is one of the largest remittanc
recipient. With these dynamics, the choice of Somalia as a case study is, thus, justifiable.

Likewise, Liberian refugees have equally benefitted from these financial transfers. A s

well, the acknowledgement by the Liberian Truth and Reconciliation Commission ( F R C ) tha

remittances play important roles in post-conflict rehabilitation provides a basis for this enquiry

The Comprehensive Peace Agreement ( C P A ) of Liberia recommended the establishment of

truth and reconciliation commission that would be tasked with tackling the question of historica

injustices, impunity, and provision of an avenue for reconciliation between aggressors and the

victims. It ( I R C ) was also mandated to carry out investigations on human rights abuses an

affronts of international humanitarian law principles during the non-international armed conflict.
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Even though the I R C had no restrictions to investigate pre-1979 events, it had a tempor
jurisdiction spanning 1979-2003 (Ojielo, 2010).

With a sluggish economic recovery in post-conflict Liberia, diaspora remittances played
an integral part in the recovery and reintegration of Liberians. Borrowing from Koslowski
(2005). diaspora engagement in post-conflict reconstruction is an example of the globalization

domestic development. Although, it should be noted that Liberian Diaspora engagement in th

development of the country has undergone historical, modern, and incipient phases. Peculiar

note is that, the role of Liberian Diaspora in augmenting the livelihoods of Liberian refugees ha

been intense with a monthly average of US$ 443. 000 in remittance receipt at Budubura

Refugee Settlement of Liberians in Ghana (Omato, 2011, p. I ) . This translates into US$ 5

million annually, comparable to the budget of United Nations High Commissioner for Refugee

(UNHCR) in that camp (Omato, 201 I , p. I ) . Table 4.1 below also attests lo the significance o

remittances to Liberia in relation to the country's Gross Domestic Product ( G D P ) , fable 4.1

therefore indicates that out of the selected post-conflict countries, Liberia has a higher remittan
receipt as a share of G D P These, altogether, provide a basis for the selection of this case stud

Table 4.1: Selected post-conflict African countries and their remittances as
share of GDP per capita (2010)
Country

%

Burundi

0.25

Liberia

3.60

Rwanda

1.82

Sierra Leone

2.79

Sudan

1.79
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Source: U N C T A I 3 (2012),
Geneva: United Nations Conference on Trade and Development
( U N C T A D ) , p. 5 1 .

4.2 Clobalization of Domestic Development: Positioning Remittances in Africa

The contribution o f remittances to poverty alleviation comes through the ability o f remittances to
spread risks and diversify

livelihoods o f recipient countries. A s L i n d l e y (2009) observes,

remittances to post-conflict countries enable recipient households to have alternative source o
income. A s w e l l . Plaza and Ratha (2011) maintain that remittances are c o m m o n l y used i
investment, healthcare, and enhancing

local markets. T h i s therefore

against poverty. In validating this s y l l o g i s m . Mohapatra

and

complements

Ratha (2011, p.

17)

the

figh

charge

"remittances are associated w i t h a reduction in the share o f people in poverty- and, in som

cases, the depth and severity o f poverty as w e l l " . Essentially, remittances are also crucial in th
reconstruction o f countries emerging from ethnic and religious-based confiicts. L i n d l e y (2009, p

778) holds that remittances provide, "...substantial charitable funding for public services and

infrastructure- schools, hospitals, mosques and community projects such as building wate
reservoirs".

Migrants' connection w i t h their country o f origin, specifically with their families, is a
component o f transnationalism as espoused

in the theoretical framework o f this study. T h i

commitment to their families infiuences the fiow o f remittances. T o this effect, T e r r y (2005, p. 6)
remarks, "...remittances,

can

be truly characterized

as the

human

face o f globalization"

Therefore, the impact o f remittances on the development o f migrants' countries o f origin can b

bolstered by strong diaspora networks ( P l a z a and Ratha, 2011). Levitt and L a m b a s - N i e v e
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(2011) also charge that these networks in the diaspora send collective remittances that

channeled to development projects in their countries of origin/ However, remittance flows t
posl-conflict countries have been bemoaned

for perpetuating

conflict (Collier, 2000)."' A s

Lindley (2009, p. 778) observes, "...armed factions and precarious local administrations surviv

without delivering much to the people". Thus, remittance to conflict-prone countries like
Somalia can at times contribute to relapse to conflict.''

Although as a disclaimer, the pessimistic view above should not form a justification to

discourage remittance to po-st-conllict countries. A s Maimbo and I^atha (2005, p. 13) hold

"remittances play a vital and life-sustaining role of millions of vulnerable people in poor
countries, particularly in post-conflict countries and in situations where formal financial service
and infrastructures are nonexistent". In the
by the African Union, remittances are held in high regard as espoused below:

Tlie total global volume of remittance transfers to developing countries far exceeds
Official Development Assistance ( O D A ) and has important macro-economic effects by increasing
the total purchasing power of receiving economies. African countries receive significant amounts
of remittances relative to size of GDP. Remittances are used by migrants' families to meet daily
subsistence needs, health and education, but are also invested in improvements to land, homes,
entrepreneurial activities, et cetera. Identifying ways to ma.ximize the developmental effects of
remittances, and improving remittance transfer mechanisms are therefore topics of growing
importance to Africa ( A U , 2006).

4.3 The Role of Remittance in Post-Conflict Somalia
4.3.1 The Security Landscape in Somalia

After the collapse of the central government in 1991, Somali has been described using cautiona

qualifiers of instability and insecurity. Despite this fact, a physiographic categorization can be

employed to map areas experiencing relative peace and stability. In this case, Somaliland a

Puntland are semi-autonomous regions characterized by well-structured political representatio
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or government, even though that of Puntland is somewhat weaker ( E l m i . and Barise. 2006
These two semi-autonomous

regions have cultivated enabling environment

for relief an

development. On the contrary, the south and central regions of Somalia are exemplified b

intermittent episodes of insecurity due to the shifts in power and control. To illustrate this, in

2006. Ethiopia played a critical role in the ouster of the Islamic Courts Union ( I C U ) . Moreover,
even with the Transitional Federal Government ( T F G ) in control of Mogadishu, the

movement controlled much of the regions lying in the South and Central Somalia (Elmi an
Barise, 2006; and Kibikyo and Omar, 2012). The national reconciliation conference in 200

culminated into the establishment of Transitional Federal Institutions, with the Transitiona
Federal Government ( T F G ) as one of its institutions.

Fhis was the fourteenth

attempt a

establishing a national government (Elmi and Barise, 2006).

It should be noted that Somalia in this study does not include the

semi-autonomou

regions of Puntland and Somaliland. fhe reference to these two semi-autonomous entities ma
above is only meant to give a comparative picture of the security landscape.

Table 4.2: Somali Migration as of 2010
Receiving Country

Number of
Migrants

%

Ethiopia

161, 179

19.8

United Kingdom

110,326

13.6

United States

109,618

13.5

Yemen

79,466

9.8

Djibouti

57,246

7.0

Kenya

55,246

6.8

Egypt

36,258

4.5
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Saudi Arabia

27,252

3.4

Canada

22,718

2.8

Sweden

17,948

2.2

Norway

15,465

1.9

Netherlands

13,521

1.7

Denmark

13,230

1.6

Germany

11, 144

1.4

Other countries

82,656

10.2

813, 273
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Total

Source: Fowler N., and S. Thomas (2012), "Somali Migration Profile",
Cairo: Centre for Migration and Refugee Studies, p. 4.
Table 4.2 above depicts that almost 9% of the total Somali population is in the diaspora
migrants. The United States and United Kingdom received over 27.1% of Somali Migrants. Th

makes the US and the U K as the most preferred destination in the West by Somali migran
Regionally, Ethiopia, Yemen, Djibouti, Kenya and Egypt remain as the preferred destinations.

To validate Table 4.2, above, and Table 4.3, below, Hassan and Caitlin (2008, p.7) ho
that, the protracted civil war in Somalia has driven out about 1.5 million Somalis out of the Hor

of Africa country. This outstanding figure elevates Somali Diaspora to the position of one of th

largest per capita diaspora community and as such. Somalia to the position of one of the larg

per capita remittance recipient. Importantly, remittance to Somalia account for between 25-50
of its G D P (Hassan and Caitlin, 2008, p. 7). Another outstanding statistic is that of Somali

households rely on remittance from abroad (Hassan and Caitlin, 2008, p. 7).^ Fhe conflict an

insecurity in Somalia has led to infrastructure and human devastation thus affecting the financi

system leading to the decline of foreign assistance and Foreign Direct Investment ( F D I ) flow

As such. Unancial transfers in the form of remittances remain the main source of foreig
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exchange. To tlii.s end, remittances contribute to the amelioration of the living standards o

recipient households, bearing in mind the share of population reliant on these financial transfe

(Kibikyo and Omar, 2012: VIcek, 2010; and Mubarak, 1997). This is, therefore, concomitant
with the research objective of this study,

4.3.2 Mapping Contemporary Somali Diaspora

Somali Diaspora can be divided into three geographical groups. First, majority of Somalis move

to the neighboring countries of Djibouti, Ethiopia, and Kenya. Due to irredentism and traditiona

clan systems determining social security mechanisms, the integration of Somalis in these thr
countries is somewhat easier (Plasterer, 2011).'' According to Plasterer (2011),

directly translated as 'oh my kin, my kin' is a Somali maxim depicting the group identity
underpinning Somali culture. A s Konshen (2007, p. 74) describes, this maxim

espouse

"...loyalty in both allegiance and in material support". There are Somalis who migrated to thes
countries before the collapse of the state and established businesses.'" These businessmen

been able to send remittances to Somalia to support their families." Moreover, refugees in t

Kenyan Dadaab camp, Kenya's Eastleigh area, and in Egypt, advances Al-Sharniani (2004), a
less likely to send, but receive remittances.

The second group of Somali Diaspora consists of those who live in the Gulf States o

Saudi Arabia, United Arabs Emirates, and Yemen.'" There is a sizeable number of Soma

workers in the Gulf States who decided to stay after the collapse of the state. With the oil crisi

unemployment was rife in the Gulf region thus prompting some of the Somali workers to furthe

migrate to Europe. Finally, the third group consists of those who live in Europe and North

America. This group sends remittances on a regular basis.'' Interestingly, they not only sen
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remittances to tiieir family members in Somalia, but also to others who live elsewhere in Afric

including to those in refugee camps (Sorensen, 2004). fable 4.3, below together with Table 4
above gives a clear picture on the distribution of Somalis across the globe.

Table 4.3: Somali Refugees within the Region as of April, 2012
Host Country

Refugee
Population

Kenya

522. 065

Yemen

210.873

Ethiopia

192.562

Uganda

22, 341

Djibouti

20. 022

Egypt

7, 395

Eritrea

4, 668

Tanzania

] , 515

Total

981,441

Source: U N H C R cited in Fowler N . , and S. Thomas (2012), "Somali Migration
Profde", Cairo: Centre for Migration and Refugee Studies, p. 6.

4.3.3 Conceptualization and Contextualization of the Humanitarian Space in Post-Conflict
Somalia

This section does not seek to derive the origin of the concept, 'humanitarian space', but rather
identify an accurate conceptualization of the term for the understanding of the case of Somal

Leader (2000) simply defines humanitarian space as an operating environment.''' Moreover, t

Geneva Conventions and its Additional Protocols also provide a legal framework used within th
15

confines of International Humanitarian L a w ( I H L ) to conceptualize humanitarian space.
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Common Article 3 of all Cjeneva Conventions, for example, acknowledges and extends th

notion of impartiality in humanitarian assistance in a non-international armed conflict. fZntities

such as the International Committee of the Red Cross ( I C R C ) derive their spirit and the legali

of their operations from this article. A s well. Article 8(2)(c) (iii) of the Rome Statute establishing

the International Criminal Court ( I C C ) identifies intentional direct attacks on humanitarian aid

agencies as a component of war crimes. Thus, Common Article 3 and customary internation

law protect non-combatants and civilians during hostilities (Amnesty International. 2008). B y
extension. Additional Protocol II (1977) in its Article 18(2) reads:

"If the civilian population is suffering undue hardship owing to a lack of the supplies
essential for its survival, such as foodstuff and medical supplies, relief action for the civilian
population which arc of an exclusively humanitarian and impartial nature and which are conducted
without any adverse distinction, shall be undertaken subject to the consent of the high Contracting
Party concerned"."'

The difference between this legal instrument and the dominant

understanding o

humanitarian space is in the role of authorities and armed groups. In some instances, Ols

(2000) observes that agencies, such as military forces, struggle for humanitarian space in t
delivery of aid.''

The group took over the control of most cities after the Ethiopian forces
pulled out of Somalia. In order to gain legitimacy,

expelled international aid

agencies, and later on invited them to the humanitarian space in Somalia. These internation
humanitarian agencies were then coerced to sign agreements with covering issues of

their operations and security (Amnesty International, 2008)."* Amnesty International (2008)

claims that a splinter group within this movement made attacks on humanitarian aid worker

during the reign of the T F G . fhis goes further to demonstrate the magnitude of the danger an
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insecurity within the Somali humanitarian space. This insecurity affected the delivery o

international aid thus threatening the survival of many families. Luckily, remittances provided a
lifeline to these families (Chandler, 2012).

There is an element of context-specificity to the history of civil wars and the role of
diasporas. While in limited number of cases, diaspora remittances and support have contributed to
the prosecution and prolongation of the war project, in many other instances, diaspora finances
have proved a crucial source of humanitarian aid. and to a much lesser extent, some conflict
circumstances

have witnessed a complex articulation of both (i.e. insurgency support and

humanitarian relief). In many conflict zones, and at different stages of war when international aid
has dried up and donor fatigue set in...diaspora revenues have provided an essential source of
sustenance to marginalized and dispossessed groups (Omeje. 2007, p.lOI).

The Standpoint above attests to the significance of remittances during and after violen

conflict especially in countries where the political environment is unsuitable for aid workers.''^
As such, the role of remittances to post-conflict countries is captured in the standpoint above.
instances where international relief aid is waning, remittances have become a coping strategy

most affected communities thereby ensuring sustenance of livelihoods. This corroborates t
same argument by fvlubarak (1997). Hence, remittances act as insurance policy.

4.3.4 Remittance and Development in Post-Conflict Somalia

Hammond et. al (2011) undertook a UNDP-commissioned study to examine and illustrate ho

Somali Diaspora, through remittances, contributes to the post-conflict development of thei
country. This study shows that remittance flows to Somalia lessens Somalia's dependence

foreign aid. This is evinced by the annual US$ 1.3 billion Somalia migrants send (Orozco an

Yansura, 2013, p.6). This amount, as well, represents a share in Somali's G D P . Unlike foreig

aid and F D I , remittances have a direct impact on the welfare of recipient households and the

constituents since the money received is used according to their priorities and needs. Further,

their study Orozco and Yansura (2013) contend that remittances provide a lifeline to man
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Somali families. T h i s is because most recipient families use remittance to fulfill their basic
needs'". S o m a l i remittance recipients also venture into investments, commodity

developmen

and education. O n their part, most S o m a l i w o m e n recipients channel remittance to education

healthcare and nutrition ( O r o z c o and Y a n s u r a , 2 0 1 3 ) . A s a matter o f fact, this indicates tha

remittances not only enable recipient households to meet their basic needs, but also facilitates t
attainment o f basic capabilities."'

Table 4.4: Somali socio-economic indicators as of 2010
9.0
Population (millions)
n.a
G N I per capita, P P P ( U S $ )
G D P ( U S $ ) (billions)
5.665
2.8
G D P growth rate ( % )
Percent below poverty line ( % )
n.a
44
Overseas development assistance per
capita ( U S $ )
Net ofilcial development assistance n.a
(US$) (millions)
18
Remittances as % of G D P
Source: E P R I (2011), "Country profile: Somalia", Cape Town: Economic
Policy Research Institute ( E P R I ) , p.3. Available at epri.org.za/wpcontent/upIoads/2011/03/44-Somalia.pdf p.3

As shown in T a b l e 4.4 above, annual remittances to S o m a l i a exceed U S $ I billion thus m a k i n g
18%

o f the country's G D P . A s depicted

in T a b l e 4.4, the per capita output o f S o m a l i a is

insignificant. Therefore, diaspora remittances are used to offset the deficits inherent
inchoate economy- emanating

in the

from weak or absent administrative and institutional control.

Unfortunately, political instability and insecurity defining the state o f affairs in S o m a l i a cultivate

inhospitable humanitarian space. T h i s is the reason behind humanitarian agencies' use o f remo

management o f humanitarian relief from N a i r o b i , K e n y a . Remittances, therefore, play an integra
role o f bridging this gap.
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In 2010, Somali Diaspora sent remittances to cater for humanitarian aid and peace effo

I (Cockayne and Shetret, 2012; and I lorst and Gaas. 2008). Nevertheless, remittances to Som

in 2010 increased as migrants sent more money to their country of origin in order to cushio
households against the endemic food crisis."" Additionally, Somali diaspora associations, such

Somscan in the U K , send collective remittances to be used in the investment of social servic

such as schools, colleges, and clinics. The quality of schools funded by the diaspora is higher d

to the sourcing of human resource from Kenya, Ethiopia and Sudan."^ Hence, diaspora fundin

enables the population to access quality education and medical care. Notably, diaspora supp

for social services is extended to their clan or region of origin (VIcek, 2010). Charity, hence, i
not determined by nationality, but, rather by the migrants' affiliation to their clan or region.""*

From 2001, remittances to Somalia overlooked the financing of domestic insurgency

(Horst and Gaas, 2008). More remittance, instead, has been channeled to peace processe
Somalia. Mediation and peace processes continue to be funded by diaspora remittanc

especially in Galmudug regions."'^ The major stakeholders in peace processes are diaspo

members who have strong connection with their warring clans (Cockayne and Shetret, 2012
They also commit to .send remittances to pay for reparations or is the money used to
compensate

victims of clan violence and especially for the

loss of lives.

It involves

compensation, huge flock of camels, payment for the murder weapon, and catering for buri
expenses.

To act as a deterrent, has been raised to alarming levels so as to discourage

killings. The enforcement

is undertaken by (the paying unit for and the

principal political and jural unit of the community). To this end, is a critical component of
transitional justice in Somalia (Cockayne and Shetret, 2012).

Ill

4.3.5 Remittance and Gender Dynamics in Somalia

Arguably, empowering women is a means of overcoming hunger, poverty and disease. A s suc
gender equality and women empowerment are at the core of sustainable development, peace

human rights. Unfortunately, the disproportionate burden of poverty is always borne by wome
over and above other forms of discriminations on the basis of race, religion, ethnicity and cla
(Hansen, 2004).

The conceptual spectrum used to classify approaches to women in development includ

anti-poverty, equality, and welfare. Feminists of Marxist orientation decry that gender has bee

used in the historical division of labor which has relegated the position of women below that o

men hence the feminization of poverty (Charlton, 1997)."'' Nevertheless, the role of women

according to Sen (1999), has shifted from passive welfare receivers to active developme
agents.

Table 4.5 below depicts the centrality of remittances in financially empowering women.

It also relays that Somali women, compared to men. depend, to a larger extend, on remittanc

This is evidenced by the 64% of remittance as a share of income for Somali women, against t

59% of the income of Somali men which is accrued from remittances. On the same token

through remittances, women are more likely to increase their savings. This increases th

financial stability of women in Somalia as they are able to make investment and increase the

purchasing power."' It can be argued that remittances are significantly contributing to the
restructuring or reordering of the power dynamics (based on gender) in Somalia."**
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Table 4.5: Characteristics of Somali Remittance Recipients in 2009
Male
Recipients

Female Recipients

Annual remittances
received

US$ 1. 659

US$1,620

Annual income

US$3, 113

US$2, 960

(remittances included)
59%

Remittances as a
share of income
Annual income

64%

US$1,334

US$1, 454

Annual savings rate

39.1%

33.5%

Annual savings rates

US$574

US$521

Source; I F A D (2009). "Send Money Home to Africa", ", International Fund for
Agricultural Development ( I F A D ) , Available at
www.ifad.org/remittances/pub/money_africa.pdf

4.3.6 Somali Remittance Marketplace: Facilitating Humanitarian Response?

By practice, humanitarian responses have always taken the form of in-kind support. The pos

2000 period has evolved to include cash interventions as a mechanism of humanitarian respon

(Gore, 2006). The use of cash interventions in Somalia has blossomed since 2003. fhcs

finances arc intended to meet livelihood concerns in post-conflict situations.International

Nongovernmental Organizations (INGOs), in this case, have continued to use this resource

transfer mechanism in Somalia's humanitarian landscape (Ali and Kate, 2011). Also, local Non
governmental Organizations have a connection with the Somali diaspora who send collectiv
remittances meant for post-conllict reconstruction projects. They both work in collaboration with
development agencies in their interventions (Ali and Kate, 201 1).
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Nonetheless, delivery and logistical challenges inherent in post-conflict states arc majo

concerns that impede the use of formal banking as a mechanism for cash delivery durin

humanitarian response. Somalia, in this regard, is characterized by a run-down infrastructure a
intermittent

episodes of insecurity, thus impeding the delivery of cash interventions

for

humanitarian relief (Hammond, 2010). Owing to this, the use system by INGOs has

increased as earlier discussed in Chapter Three of this thesis.^" A s such, aid agencies a
benefactors prefer to use system for resource transfer to Somalia, fhis choice is informed
by the fact that the system is cheaper, safer and quicker in transferring money to
beneflciaries

in a project

environment

(Hariharan, 2012).

Imperatively, this indicates a

legitimization of the systems of money transfer against the backdrop of stringent scrutiny
by Western economics in post 9/1 I order, fhcre are other advantages of using the system
in humanitarian response in Somalia. For instance, system has reduced the risks of

physically carrying money to project sites." A i d agents and community members, therefore, d

not need to make long journeys to distribute or collect m o n e y . I n addition, aid agencies use th

mode of payment to pay wages to their agents and staff, as well as transfer funds for activities
projects (Lindley, 2010).

To illustrate the magnitude and relevance of the Somali remittance marketplace in
humanitarian assistance, the African Development Solutions (Adeso) solicits the assistance
firms in the implementation of humanitarian projects in Somalia. As such, the first largescale cash intervention in Somalia can be credited to Adeso, where it partnered with

firms to directly implement humanitarian cash programs. This program ensured a sizeabl

number of Somalis in need met their basic needs requirements during hardship. The success
this pilot program prompted Adeso to widen the use and role of system in humanitarian
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assistance to cover an expanded population (Orozco and Yansura, 2013). In the 201 1 famine

drought, for example, Adeso facilitated cash grants to an even bigger population through t
interface. This managed to sustain the lives of thousands of Somalis plagued by the

drought (Orozco and Yansura, 2013). To this effect, remittances contribute to the econom

wellbeing of families. This is, therefore, in consonance with the research hypothesis of thi
study.

4.4 Remittance Flows in Post-Conflict Reconstruction: Contextualizing Liberia
4.4.1 Liberia in a Nutshell

The Liberian Civil War took a span of fourteen years, from 1989-2003. Master Sergeant Samu

Doe had overthrown the government of William Tolbert .Ir. in 1980. Doe's junta was accused o

politics of exclusion, rampant corruption and breach of human rights (Sawyer, 2008). A s a resu

the exiled ethnic groups which formed the National Patriotic Front of Liberia ( N P F L ) made

incursion into Liberia from their base in Ivory Coast in 1989 (Hetherington, 2009). Even after

the murder of President Doe in 1990, the conflict still persisted between the revolutionar

factions." Later in 1993, a ceasefire was agreed upon and a coalition government establish

(Sirleaf, 2009). Even after elections were held in 1997, peace still remained elusive. In 1999, th

most horrifying conflict broke out which took an ethnic dimension.^"* A mediated peace talks, as

a result of the pressures from the community of nations and domestic actors, took place in Gha

in the year 2003.'^ President Taylor then fled the country. A National Transitional Governmen
then took over the instruments of power until general elections were held in 2005 (Hetheringto
2009).
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Table 4.6: Liberia's socio-economic indicators as of 2010
I'opiiiation (millions)
3.8
300
G N I per capita. PPP (US$)
0.9
G D P ( U S $ ) (billions)
G D P growth rate ( % )
7.1
76.0
Percent below poverty line ( % )
Overseas development aid per capita186
(US$)
Net official development assistance 267.99
( U S $ ) (millions)
883.9
Remittances (millions)
169/182
2009 Pluman Development index
( H D l ) ranking
Source:
1 /03/26-Liberia.pdf

Table 4.6 shows the centrality o f remittances in the economy o f L i b e r i a . Liberia's remittance

receipt in 2 0 1 0 depict that the country's post-conflict economic performance is, to a larger extent

ensconced in diaspora economic engagement. Imperatively, remittances to L i b e r i a far excee
other financial flows as s h o w n in T a b l e 4.6 above.

4.4.2 Liberian Diaspora, Remittance Transfers and Post-Conflict Reformation
The

role o f L i b e r i a n

reconstruction

is w e l l

Diaspora and
captured

by extension the

in the

report

o f the

role o f remittances
Liberian

Truth

in

post-conflict

and R e c o n c i l i a t i o n

Commission ( T R C ) o f 2 0 0 9 . T h i s report w a s based on the s u r v e y s and documentations that th
Central B a n k o f L i b e r i a produced on remittance flows to Liberia and their role in post-conflict
reconstruction.''' T h e C P A recommendation

led to the establishment o f the T R C mandated

to

tackle issues spanning from human rights abuses, violations o f international humanitarian law
principles during the non-international armed conflict, historical injustices, and provision o f a
platform for reconciliation between aggressors

and their v i c t i m s . T h e T R C had a temporal

jurisdiction o f 1979-2003 ( O j i e l o , 2 0 1 0 ) . B y the end o f the c i v i l war, about 3 0 % o f Liberia's

population had migrated to other countries (Pheiffer, 2 0 1 3 , p. 7 3 ) . About 4 5 0 , 000 L i b e r i a n s are
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abroad, ibis translating into 12% of the total population (Pheiffer, 2013, p. 73). Furthermore

Lubkemann (2008) uses a physiographic categorization of the Liberian Diaspora as. 'ne

diaspora' and 'far diaspora'. The 'near diaspora' arc those who migrated within the West Afric

region: Ivory Coast; Ghana; Sierra Leone; Nigeria; Senegal; and Guinea. Thus, Tables 4.7 a

4.8 below give an idea of the distribution of Liberians within the West African region. Whereas

the 'far diaspora' comprises of Liberians who migrated to the developed North: United Kingdom

United States; Holland; and Sweden. Chiefly, the US hosts the largest Liberian Diaspora livin

outside the West African Regional Fxonomic Community ( R E C ) . The main explanation to this is

because even before the civil war there was a sizeable Liberian Diaspora population living in th
US due to the historical ties between the two countries (Sawyer, 2008).

Table 4.7: Liberian refugees as at 2010
Receiving Country

Liberian Refugee
Population

Ivory Coast

25,563

Ghana

11,585

Guinea

9, 789

Sierra Leone

8, 341

Nigeria

5, 316

Total

60, 594

Source: U N I C E F (2011), Liberia: Migration Profiles Common Set of Indicators,
United Nations Children's Fund ( U N I C E F ) , p.2, Available at
pmigdev.org/indicators/files/Liberia.pdf
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Table 4.8: Liberian Migrants (2010)
Receiving Country

Liberian Migrant
Population

Ivory Coast

25. 122

Guinea

24.925

Other South

11.357

Ghana

7. 636

Sierra Leone

6, 094

Total

75.134

Source: U N I C E F (2011), Liberia: Migration Profiles Common Set o f Indicators,
United Nations Children's Fund ( U N I C E F ) . p.2. Available at
pmigdev.org/indicators/flles/Liberia.pdf

4.4.3 Remittances from the United States

The increase in remittance levels to L i b e r i a , according to L u b k e m a n n ( 2 0 0 8 ) . can be attributed l

the high level o f education being achieved by the Liberian Diaspora in the West. Therefore, high

education levels translate into high levels o f income, w h i c h in turn leads to increased sendin

power o f migrant w o r k e r s . ^ ' In 2 0 1 2 . a W o r l d B a n k report ranked L i b e r i a as the world's second
highest recipient o f remittances as a share o f G D P , behind fajikistan.

A s such, in 2 0 1 2 Liberia'

remittances increased by US$ 18 m i l l i o n more than the official records o f 2011 (Pheiffer, 2 0 1 3

p. 7 7 ) . T h i s amount o f US$ 378 m i l l i o n , juxtaposed against Liberia's G r o s s National Income
( G N I ) o f U S $ 330 m i l l i o n , is an indication o f the centrality o f remittances as a portion o f

recipient households' income (Pheiffer, 2 0 1 3 . p. 7 7 ) . A d d i t i o n a l l y , T a b l e 4.9 below shows the
three main remittance

corridors for L i b e r i a . T a b l e 4.9 below therefore

ascertains that the

Liberian Diaspora in the US send most remittance. T h i s can be attributed to high education level
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which translate into belter jobs hence high income, as well as the reduced transmission cos
within the US-Liberian remittance corridor (Williams, 2012).

Table 4.9: Liberia's top remittance corridors (2010)
Type of
Corridor

Country of Origin

Remittance
(USS)
(millions)

Main

United States

32.3

Second Main

Guinea

7.8

Third Main

Ivory Coast

4.2

Cumulative Significance

77

Source: U N C T A D (2012),
Geneva: United Nations Conference on 1 rade and Development
( U N C T A D ) , p. 56.

Nonetheless, Williams (2012) posits that the cost of sending money in the US-Liberia remittanc

corridor is relatively cheaper than from other destinations within the West African region. This is

further attested by PheifTer (2013, p. 78) in whose calculation the cost of sending U S S 200 from

the US to Liberia is 5.05%, whereas US$ 500 would cost 3.22%) within the same remittance

corridor. The effect of these finances to the recipients' livelihoods is enormous since historica
relationship between the US and Liberia has always ensured that the US Dollar is regarded as

alternative legal tender in Liberia. Thus, since no charges or conversion rates are attached, t
impact of these funds is therefore sound.

In post-conflict countries, banks hesitate to extend credit to individuals for fear of default
on loan servicing. Additionally, bank revenues in post-conflict Liberia have to a larger extent
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been derived from fees levied on remittance by major remittance companies such as M o n e y G r a
and Western U n i o n . T h i s is captured in the verbiage below:

"Furthermore, banks needed to have more hard currency in reserve as the economy
inadvertently had become dollarized. Banks largely became reliant on non-funded income,
especially from remittance fees charged by Western Union and MoneyGram for revenue. An
estimated 80 percent of bank revenues from 2002-2007 came from non-funded income", (Pheiffer
2013, p. 79).

A s a characteristic o f post-conflict

countries, most remittances are transferred

through

informal channels due to the devastation o f the banking infrastructure, as w e l l as insecurity. T h
main challenge with the use o f informal channels is that they cannot be quantified to assist i
scientific enquiries.

Regardless,

funds sent through informal

channels normally

reach

intended recipients thus shifting their l i v i n g standards ( L u b k e m a n n , 2 0 0 8 ) .

Table 4.10: Liberia's key indicators of the Labor Force Survey (2010)
Labor Force Survey

Labor Force
Participation
Rate %

Unemployment
Rate %

Liberia

62.8

3.7

Urban Liberia

54.9

5.5

Rural Liberia

71.2

2.3

Male

66.1

3.4

Female

59.9

4.1

Monrovia

52.8

6.5

Source: L I S G I S (2011). "2010 Liberia Labor Force Survey". Monrovia:
Liberia institute of Statistics and Geo-lnformation Services ( L I S G I S ) , p. 17,
Available at www.lisgis.net/pg_img/LFS Presentation to E M T -Cabinet170811 .pdf
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thei

With the massive unemployment, as shown in Table 4.10 above, recorded in post-conlli

Liberia, remittances emerge as the most reliable source of income and for the most unemploy

Liberians, the primary source of income. Most recipients use remittances for consumptio
purposes (Vinck, Pham and Kreutzer, 2011).

Interestingly, Crisp (2003) notes that even Liberians in refugee camps within the Wes

African region have reported receiving remittances from their kinsmen and friends in the

diaspora. These refugees use remittances received for consumption, emergency, and investm

within the refugee camps. The magnitude of remittance flows to refugee camps within Wes

Africa can be underscored by the establishment of Western Union outlets in Ghana and Ivo

Coast to cater for Liberian refugees. In the midst of waning formal aid to refugee camps

remittances from the diaspora have become significant in ensuring the sustenance of livelihood

Sawyer (2008) con.strues this to be a shift from formal to informal aid. For instance, remittance
to the Buduburan Western Union branch exceed any other branch in Ghana, with a reported U
10, 000 in daily transmissions (Trapp, 2013, p. 11).

Chapter Summary

This chapter examined the role of remittances in post-conllict reconstruction with specia

reference to Somalia and Liberia. A s such, this section sought to grapple with the impact o

remittance on economic growth of families emerging from war, including refugees. A brief

description of the impact of remittances in restructuring power relations in patriarchal societie

has also been given. Importantly, the relevance of remittance has been operationalized in relati

to the research hypothesis and objective of this study. Some of the findings of this chapte

include: remittances, through providing resilience and stability, contribute to economic growth o

121

households; and remittances

1111 the gap created by humanitarian aid agencies in post-con

societies when the humanitarian space is inhospitable for operations hence their departure.
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CHAPTER FIVE

K E Y F I N D I N G S , C O N C L U S I O N , R E C O M M E N D A T I O N S , AND A G E N D A F O R
FUTURE RESEARCH

5.0 Introduction

This chapter identifies the major findings of this study (from chapters 1-4). Additionally, this

chapter draws the conclusion of this study, propounds recommendations, and finally propos
areas that this study believes should be subjected to a process of enquiry.

5.1 Key Findings
This study has a number of key findings as identified in the chapter summaries (chapter 2-4).
its Chapter T w o , this study identified that South-South remittances are almost comparable

North-South remittances. However, huge remittance costs in the South-South interface a

affecting the impact of remittances in Africa. Additionally, these huge remittance costs dissuad

migrants from using formal remittance channels thus leading to a massive use of informa

channels. Also, the use of informal channels pose academic and policy hurdles since research
find it difficult to quantify the volumes of remittance fiows through informal channels. These

inadequacies therefore make it difficult to collate the collected data at the disposal of researche

This in turn affects the work of policy makers who seek to understand this phenomenon in orde
to draft policies aimed at increasing remittance flows.

Essentially, Chapter Three of this thesis sought to understand the remittance
transfer system which is the main mode of financial transfers to Somalia. The system of
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remittance transfer lias been treated and viewed through the security prisms by most develop
countries, especially after the 9/11 terrorist attacks in the U S . Against this backdrop,

firms have made efforts to comply with the recommendations of the Financial Action Task Force

(FATF) on anti-money laundering and terrorism fmancing. Additionally, as shown by MacPhee
(2012) and Hariharan (2012), firms have become a competition to officialdom banking

and money transfer operators within the remittance marketplace specifically in Somalia. Furthe

financial flows through informal channels are equally important since they augment coping

strategies for households hence improving their living standards. To this end, this study ha
demystified the system and reified its position in the remittance marketplace.

Chapter Four of this study grappled with the role of remittances in post-conflict

reconstruction. In engaging literature such as Adams (2007) and Gore (2006), this stud

identifies the significance of cash interventions during and after conflicts. A look at Pheiffer

(2013) , Trapp, (2013), Cockayne and Shetret (2012), Omato (2011), and Fagen and Bump (200

concludes that remittances are significant in the sustenance of livelihoods of those in, o
emerging from conflict. Remittances therefore make post-conflict households resilient especiall
in instances where humanitarian relief i f not forthcoming or waning. A s shown by Amnesty

International (2008), in some instances, as is the case of Somalia, the humanitarian space in po
conllict

countries

can

be

hostile

and

inhospitable

thus

affecting

humanitarian

relief

Significantly, this study affirms the premise by Fagen and Bump (2006) which espouses tha

remittances are integral in meeting the objectives of peace-building. The devastating effects o

conflicts mean that the rubric for economic reconstruction is affected hence destruction o

livelihoods. A s such, remittances invested in the private sector enhance the establishment an
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strengthening of institutions necessary for post-conflict rebuilding and reintegration. These
institutions include health, education and trade.

5.2 Conclusion

Remittances have proved to be the most tangible aspect of how international and transnation

migration reshapes migrants' country of origin. In that regard, remittances continue to transform

societies and regions in the developing world through households-driven self-help projects. Th
has been significant in addressing the abject poverty in Africa although the influence o

remittances in addressing structural poverty and inequalities, between the developed North an
the developing South, remains marginal.

Unlike foreign aid, remittances do go directly to households thereby augmenting the

living standards of families through increased consumption. Therefore, as opposed to foreign ai
remittances are a better strategy to correct the inherent poverty in African households.

Remittances, in essence, are significant to post-conflict countries especially when

international relief is insufficient or withdrawn before the needs of affected communities are
fully met. Maintaining livelihoods during conflicts and ensuring post-conflict recovery are at the

core of peace-building. However, private and individual efforts and support making communities

in post-conflict countries resilient in the face of waning economic life remains under-studied.

This study, thus, has attempted to fill this noticeable lacuna in knowledge as identified in
Chapter One.

Additionally, remittances provide an economic lifeline to families as a coping strategy, as

well as mitigating vulnerabilities for refugees, asylum seekers, internally displaced persons
(IDPs), and those remaining in countries emerging from confiict (Mubarak, 1997). Imperatively,
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remittances, i f w e l l utilized, can fast-track the achievement o f M i l l e n n i u m Development G o a l s

( M D G s ) . H o w e v e r , in certain instances, the senders o f remittances have no control on the use o
remittances thus m a k i n g these fmancial flows

fungible. That is to say, the

recipients o f

remittances can at times invest or use these funds in projects or uses that were not initiall
intended.

The

pessimist v i e w o f Africa's

diaspora by A f r i c a n

governments

is fast

changing,

especially after findings in the studies commissioned by international institutions such as the
World

B a n k , the

International

Monetary

Fund

(IMF),

the

United Nations ( U N ) , and

European U n i o n , acknowledged the role o f Africa's diaspora in the development o f A f r i c a .

the
Fhis

has elevated diasporas to earn the name, 'the Fourth Development A i d Actor', alongside acto
such as international organizations, national governments, and development agencies (Mohapat

and Ratha, 2 0 1 1 ; and Plaza and Ratha. 201 1). T h i s rapprochement between home governmen
and their diasporas is transforming livelihoods and spurring development in A f r i c a . A d d i t i o n a l l y ,

remittances have not only become the main source o f foreign exchange in post-conflict countries
but also a source o f development capital and stability.

Remittances are key tools for alleviating the inherent poverty w h i c h has continued to
define Africa's

weak economies.

Positively, unlike other

financial

flows

such as

Official

Development Assistance ( O D A ) and Foreign Direct Investment ( F D I ) , remittances reach their
intended recipients. Illustratively, foreign aid is prone to mismanagement, misallocation. and

misappropriation among other facets o f public corruption. O n the other hand, recipients o f
remittances are able to channel the funds to their intended

uses w h i c h c o m m o n l y

addres

healthcare, nutrition, education, and investment. Fhis study refers to this aspect as 'developmen
from below', fhis therefore validates the research hypothesis o f this study.
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T h e evidence adduced in this thesis therefore rewrites Paul C o l l i e r ' s thesis on diaspora
remittances,

political

insurgency and conflict prolongation

(Collier, 2000).

fhe

standpoint

advanced by such exponents o f w a r economy and the predation school o f thought, includin
Andre L e Sage and Mats B e r d a l ,

that A f r i c a n diaspora is bankrolling terror is an indication o f

epistemological bias inherent in Western-centric scientific enquiries. T h e y are therefore seeking

to redefine A f r i c a as a hotbed for terrorism in their securitization (Sage, 2 0 0 7 ; and B e r d a l , 2 0 0 5 )
This negative characterization o f A f r i c a ,

and the creation o f image o f terror and

danger,

emanates from the discourse during the pre-colonial history w h i c h revolved around the 'Dark
Continent' paradigm. T h i s shows the manner in w h i c h epistemological reflexivity can impose
ontological blinders in scientific enquiries.

It is important to understand that migration from S o m a l i a is not as a result o f historical
nomadism evident in pastoral societies, but rather a.sylum for political reasons, conflict, and labo
mobility. O n that note, international migration is an indication that the contemporary w o r l d is
defined by citizenship that is disaggregated. W i t h globalization, the demand for foreign labor

continues to increase. T h i s is because foreign labor is central to global competitiveness and
productivity.

Essentially, post-conflict reconstruction calls for the diversification o f participants to
include international organizations, development
populations,

and

diaspora

communities.

organizations, national governments,

Additionally,

partnership

between

local

remittance

companies, c i v i l society, microfinance institutions and non-governmental organizations is a w a y
of bolstering the effect o f remittance on A f r i c a n
financial democracy'.
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economies. T h i s is what this study calls

T h e role o f S o m a l i Diaspora in complementing relief and development

initiatives in

Somali is w i d e l y acknowledged as one o f the salient success stories on S o m a l i a in contemporar

times. With an absentee government and an inchoate economy, the ubiquitous remittances hav

sustained the economy o f S o m a l i a by reconciling the gap left by w e a k banking infrastructure.

Thus, the rehabilitation o f post-conflict economies can be achieved through informal economies
such as the systems. Though, informal financial flows cannot be integrated into national

development programs. In S o m a l i a , remittances have contributed to the decimation o f population

under the threat o f endemic droughts and famine. T h i s therefore answers the research questio

of this thesis,

A c c o r d i n g l y , diaspora communities with higher education levels have higher remittance
sending power w h i c h

in turn translates

households ( L u b k e m a n n , 2 0 0 8 ) .

into a higher purchasing power for the

recipient

fhe market o f basic commodities is then increased through

increased remittances. A s w e l l , increased migration and effective remittance transfer markets
increase remittance levels. T h e increase in the number o f institutions in the remittance transfe

market, such as money transfer operators (Western Union and M o n e y G r a m among others), an

diaspora networks and associations, is a lucid indication o f the positive impact o f remittances on
the development o f A f r i c a . L i k e any other project, remittances only w o r k effectively under the
assumption that the receiving country has sound macro-economic and micro-economic policies
functioning in.stitutions, and appropriate investment programmes.

Due to the scantiness in the cross-country and panel studies, it has been difficult to

deduce universally valid conclusions for the impact o f remittances on economic development.

Economic development in this thesis is in tandem with human development (freedom o f people
to make meaningful choices on the lives they aspire to live, and poverty reduction dimensions).
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This thesis has strived to analyze the significance of South-South migration and

remittances. Previous studies have overlooked this realm of migration-development nexus, a g

this study sought to bridge. One of the prisms that this study used is the human developme

approach, which is premised on human capabilities approach. Essentially, human capabilitie

approach extends to individuals the freedom to live the lives they have reason and value fo

From this standpoint, migration is by no doubt an imperative freedom and has the potential t

widen other human capabilities. Nevertheless, the literature and data engaged in this study poi

to the fact that remittances contribute to human development through investment of the receive

funds in healthcare, housing, childcare, and education. It is however important to note tha

political and legal factors can act to boost or hinder the participation of diaspora communities in
the development of their countries of origin.

Even though the data on South-South migration and remittances is scanty, and lesse
remittance volumes are recorded compared to that of South-North, studies consulted, such

Ratha and Shaw (2007), show that South-South migration and remittances plays a pivotal role i

the development of Africa. Notably, there is a gap between the impact of South-South migration

and rcmitlances and that of South-North. This can be explained by the fact that a huge number o

migrants in the South-South direction arc forced to migrate as a result of war and ecologica

disasters, as opposed to migrants heading to the North in search of employment opportunitie

However, with every increase in the income of migrants in the South, there is a corresponding
impact on the welfare of the developing countries.
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5.2.1 Challenges and opportunities

The literature search conducted by this study has only identified the Deferred P a y A c t ( D P A ) in

Lesotho as the only viable and successful strategy ( o f the government) o f facilitating remittanc

inflows through the use o f formal channels. In spite o f this, the D P A has shortcomings in that i

only targets m i n e w o r k e r s in South A f r i c a w h i l e there are several other Basotho w o r k e r s in othe
sectors in South A f r i c a . T h i s means that the D P A is therefore discriminatory.

Furthermore, there is a challenge in the knowledge o f diaspora associations in som

countries. T h i s can be attributed lo the limited engagements between governments and migran

in those countries. T h e focus by most governments is on the migrants residing in what they ca
'destination countries'. T h i s therefore

means there is no, or limited, engagements

betwee

governments and migrants in some countries on remittance-related development.

Another challenge in remittance-induced development is the inadequate data collected o
remittances and migration stocks. Data is not only significant for government p o l i c y - m a k e r s , bu

also private sector w h i c h aims at tapping into this latent resource. A g a i n , data collection is usefu
since international credit rating companies can incorporate remittances in calculating the cred
worthiness o f a country. T h i s can be significant in seeking public funding from external sources.

5.3 R e c o m m e n d a t i o n s

It is important to note that remittances should not be mistaken to be public funds. I hey are
indeed private flows that should only act to complement development o f developing countries
rather than being the panacea o f development in the South. Hence, a l l measures established

leveraging remittances for development should be supplemented w i t h measures that aim t
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establish enabling economic, legal, and political environment for human development.

This

study propounds a number o f recommendations:

5.3.1 Facilitating remittance inflows
Significantly, state-owned banks should be incorporated into the strategies adopting
phone-based

payment

systems.

These

platforms

should

be

deeply

ensconced

mobile
into

th

international payment systems. Additionally, mobile phone-based remittance transfer products
such as

should be encouraged in order to formalize informal flows since they reduce the

burden o f identification required by banks. A l s o , mobile phone- based systems have high

subscribership and tele-density in A f r i c a , w h i c h is a good avenue for w i d e n i n g coverage. T h i s
mode o f transfer can also be very significant for rural households since they w i l l not require

traveling long distances to access banks. T h i s is therefore a good avenue to bank the unbanked.

In order to facilitate plurality in the remittance market, governments should strive to
cultivate enabling environment that w i l l entice the introduction o f new remittance

transfer

service providers, fhis can be done through easing the stringent regulatory frameworks for
service providers. Governments should also enact

legislations that open

up the space

fo

microfinance institutions to participate in the remittance transfer market.

Additionally, it is important for governments to make concerted efforts to take stock o f
their citizens abroad. T h i s can facilitate the strengthening o f ties between diasporas and thei

homelands, fhe existence o f adequate data on migrant stocks can be useful since the governme

can locale its people easily and hold seminars and symposiums that encourage the establishme

of diaspora associations and networks, as w e l l as carry awareness campaigns on remittance
related development products.
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Governments,
international

International

agencies

such

as

Non-Governmental

Food

and

Agricultural

Organizations
Organization

(INGOs)
(FAO),

and

other

International

Organization for Migration ( l O M ) . International Fund for Agricultural Development ( I F A D ) , the
World B a n k , and International L a b o r Organization ( I L O ) among others should continue

to

engage in capacity building in order to create awareness on the available remittance transfe

products to migrants. T h e s e entities should also hold periodic seminars to educate migrants, an

their home-country public, as w e l l , on the importance o f remittances for development. A s such,

available communication channels such as internet, radio stations, television, magazines an
newspapers should also be engaged in disseminating useful information regarding

remittanc

costs, transfer institutions, and requirements.

Importantly, the negative effects o f brain drain can be offset by the introduction o f dual

citizenship and regional passports. Regional passports w i l l indeed a l l o w w o r k e r s in contiguous

countries to have easy cross-border mobility hence increase remittance f l o w s through p h y s i c a
transfers.

A g a i n , investing in the expansion o f the Information, C o m m u n i c a t i o n and T e c h n o l o g y
(ICT)

infrastructure

(such as the

introduction

o f fibre-optic

cables) can

increase

internet

connectivity w h i c h is essential for the introduction o f new remittance products, advertisement
and awareness, and increased access to remittance transfer services.

Bilateral and/or multilateral dialogue between countries in the same remittance corridor

can be a better avenue o f negc:»tiating and reducing remittance transfer costs, and at the same tim
a platform to encourage and increase the use o f formal channels.
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5.3.2 Leveraging remittances for development

Governments should also play a role in the development projects initiated by diaspora network

and I N G O s . w h i c h aim at improving the welfare o f the migrant communities. T h e s e government

efforts should complement those o f diaspora networks and I N G O s hence leverage remittance
for development.

Another critical role the government should play is to improve the capacity and rigor o f
research bodies that engage in development

research and in particular w i t h i n the scope o

remittances. T h e government should also encourage the c i v i l society and I N G O s to increase the
advocacy on remittance-related issues.

In addition to that, there is the need to have regular surveys on migrants and remittance

in order to update the existing body o f data hence improve data collection on migrants and

remittances. T h i s can also help in comparative analysis w i t h other countries and direct p o l i c y -

makers on pertinent issues. Comparative analyses are also useful study options that can sing
out best practice countries to be emulated.

In countries where diaspora networks are absent, embassies can be used to encourage t
establishment o f such networks. Additionally, it w i l l be creative to engage migrant student

bodies in countries where there are no networks and transform these student associations in
diaspora networks.

A s w e l l , programmes for Unancial literacy should also be established. T h i s w i l l capacitate
migrants and their relations thus impact on their decision-making on financial plans, investment,
savings, retirement plans, and insurance packages. T h e inculcation o f good financial

142

habits

through financial education can impact on a country's savings and improve investment in the
financial (capital) market.

5.3.3 Strengthening innovative financial tools

E-payment: the success o f remittance-induced development can be reinforced by extendin
mobile-payment

services as

well

as

internet-based

payment

products

from

domestic

to

international markets. F o r example w h i c h is an initiative o f the K e n y a n Diaspora,

offers both domestic and international remittance transfers through mobile phone interface. Othe
e-payment services include

and mobile money transfer services, w i t h

being embraced in Europe as a means o f money transfer.

Diaspora bonds: developing countries that have attested to stable financial systems and
capital

markets should

introduce, encourage

and embrace

diaspora

bonds as a means

investment by their citizens abroad. K e n y a is a good example o f this innovative financial tool for
diaspora investment.

Anti-money laundering: the relaxation o f anti-money laundering regulations

through

authorizing remittance transfer institutions to have self-regulation is essential in increasing
finance

inflows

into A f r i c a .

Self-regulation by service providers is easier than

statutory

regulation although this should be done in liaison with the government. Self-regulation through

international remittance customer charter can provide a better avenue for transparency o f market

and customer protection. A s such, the B a n k o f International Settlements' and the W o r l d B a n k

General Principles can be used as guiding frameworks in self-regulation by remittance service
providers. T o illustrate the need for s e l f regulation, Safaricom has a self-regulation that only

allows the transfer o f K s h . 3 5 , 000 per transaction, whereas S o m a l i a has the Somali M o n e y
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Transfer A s s o c i a t i o n ( S O i M T A ) and tlie S o m a l i F i n a n c i a l S e r v i c e s A s s o c i a t i o n ( S F S A ) . T h i s is
essential in c h e c k i n g and curbing money laundering.

5.4 Agenda for Future Research

T h i s study identifies areas where additional and in-depth research should be conducted. One o

the areas worth studying is the nexus between telecommunication breakthrough and remittanc
transfers with special reference on cross-border remittance transfers. T h i s w o u l d extend th

frontier o f knowledge in the remittance-development nexus. T h e second area this study w o u l d

recommend to be explored further is on the impact o f remittance on post-conflict reconstruction
in A f r i c a . Additionally, it w o u l d be o f great benefit to have commissioned studies for each
country in A f r i c a with regards to remittance and development. T h i s w o u l d then inform policy
and establishment o f mechanisms to boost remittance flows to A f r i c a . L a s t l y , the A f r i c a n Union

should also c o m m i s s i o n rigorous studies on Diaspora remittance and development in A f r i c a . A s
such, the A f r i c a n Institute for Remittance ( A I R ) , w h i c h is yet to be operational, should take up
remittance research with a lot o f interest.
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