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Foreword

Of all aspects of international migration, remittas are the least
controversial. Labour-receiving countries welconred &ncourage them, since they
signal a continuing attachment of the migrant wortee the country of origin, and
possibly a disposition to eventually return homeor&bver, remittances tend be
perceived as a substitute for aid. In this logiy amcrease in volume reduces the
pressure to increase ODA. Labour-sending counfoietheir part welcome remittances
as an important source of foreign exchange. If tiamtes are used for community
development, feeder roads, rural dispensaries,efigines and primary schools, then

public resources can be redirected to other uses.

It is in effect mostly home town and similar asstions that pool remittances
for community development. In contrast to otherea&$p of remittances that have
received much attention recently in the literatdilee the costs of transfers, market
organisation and formalisation, the topic of cdilee remittances has not been much
investigated so far. It is true, funds sent on Becbive basis account for only a small
fraction of total remittances, but they have anonignt impact on the families back

home because they come with the know-how of logatltions.

The report by Kirstin Schiittler seeks to redress khowledge gap. It reviews
the experiences with pooled funds and their roleinitiating income-generating
activities. Distinguishing collective donations,llective investments and collective
savings the author illustrates each form of coNectemittance with a case study of
diaspora communities: Mexico, Morocco, the Philigs and Turkey. The report
identifies several entry points for governments aadial partners that are prepared to
support collective remittances, thus placing trsaiésfirmly in the context of the ILO

Multilateral Framework for a rights-based approaxkabour migration (2005).

Bernd Balkenhol
Chief
Social Finance Programme



1. Introduction

The surge in international remittances has caugbli@interest in recent years
and contributed to heating up again debates amaedeanics and politicians about their
developmental impact. According to the World Ba@0d6: 87) officially recorded
remittances rose to an estimated USD 167 billio2005, up 73 percent from 2001.
Due to the flows through informal channels the tamount might be more than 50
percent highet.

These funds represent a major source of extemmahding for some countries,
reaching up to nearly 30% of GDP in countries Meldova (IMF 2005). Remittance
mainly consists of the money and goods individuaramts transfer to their families,
relatives or friends in the country of origin. Thigy they contribute to the alleviation
of poverty. Besides consumption, receivers spemanttior health related expenses,

education, housing, investments and savings.

In addition to these so called “family remittancés’g. Goldring 1999; 2003:

9-12) sent by individual migrants, money and goadsalso transferred to countries of
origin on a collective basis. Informally organisg@ups and registered associations of
migrants pool funds on their own initiative or tbgh an incentive set by government
for a great variety of activities. They make cdliee donations for humanitarian causes
or as an investment in public infrastructure, thestrwell known example probably
being the Zacatecan clubs in the United States evhi@nsfers help to build roads,
schools and other public infrastructure projectstheir communities of origin in
Mexico. In addition, migrant self-organisations pnds to contribute to the creation
of income-generating activities in their countr@sorigin. While some organisations
have focused on job-creating ventures from thermgg, others like the Zacatecan
Federation of Southern California or the French-ddoan migrant association

“Migrations et Développement” have invested in pubhfrastructure first and then

According to estimations by the International &uor Agricultural Development (2007) and the
Inter-American Development Bank formal and informamittances to developing countries
amounted to USD 300 billion in 2006, three timesragh as official development assistance (ODA)
in the same year.



started to endorse “productive projectsBoth organisations see income-generating
activities as an important step towards their gdadchieving sustainable development
in their countries of origin (e.g. Migrations et\izéoppement 2003: 17).

Migrant organisations’ scope, form and size areeda(Moya 2005; e.g. for
Mexican migrants in the United States cf. Fox 20@%: There are hometown
associations (HTA) with members from the same conitpun the country of origin,
religious associations, sports clubs, professi@salociations, investment groups and
political groups. A lot of collective transnatiorecigagement takes place on the basis of
personal networks (families, friends) without foflpafounding and registering an

associatiort.

However, only a minority of all migrant organisat aims at promoting
development in countries of origin (de Haas 2006:Fuinds sent on a collective basis
thus only account for a small fraction of total itamces’ Nevertheless, they can have
an important impact in the recipient community,exsglly when it is small and remote.
They also represent “a high quality resource” (Wdhnk 2002: 15) because of their
non-economic, social and political, dimensions afl as the transfer of know-how that

accompanies them.

This paper aims at assessing existing experienitedunds pooled by migrants
contributing to the creation of income-generatisgvaties in their countries of origin.
What are their possibilities, challenges and camss? How can governments and
social partners promote them? This seems impodantn general, the evaluation of
existing initiatives to maximise the development@pact of remittances is often
lacking, incomplete or not available (Agunias 2068). Hardly any systematic research
has been undertaken on migrant collective acts/iied related public interventions,

distinguishing and comparing different types ofdlwement.

2 “We've had experiences where we build a schoa @aommunity and it remains empty’, says Felipe

Cabral, the federation’s current president. ‘Thadm us start to think differently’” (Gordon 2006:
11).

In this paper the terms ‘organisation’ or ‘orgasd group’ are therefore used to encompass allsform
of migrant organisational structures.

In Central America, for example, no more than pee cent of total remittances are currently sent
through hometown associations (Gosh 2006: 76).



To analyze their potentials, challenges and coimssrahis paper distinguishes
three main types in which such income-generatirtyviaes can be enhanced on a
collective basis: collective donations, collectimeestments and collective savings. The
term “collective remittances” is normally only usied collective transfers of donations for
infrastructure projects. They seem different froxdividual “family remittances” as they
are sent to benefit the community of origin as alland not only one family. Using a
broad definition of remittances as all financiabwk associated with migration, the
concept of collective remittances in this paperl witlude donations, savings and
investments. Without wanting to blur the differendeetween these activities, they can
all be collective as well as individual and miglet tmeant to benefit the community of
origin. The “migrante colectivo” (collective migrgn(Moctezuma 2002: 149) could
therefore serve as an umbrella term, encompashmgniigrante donador” (migrant

donor), “ahorrador” (saver) and “empresario” (eptemeur).

In distinguishing three main types of activity ttiearacteristics of each can be
analysed as well as the potentials and challedgasrtight be associated with each type
and possible best practices. The paper does nomasthat no other possibilities exist
or could be designed for migrants to contributeleobively to income-generating
activities in their countries of origin. Furtherneor each project has its own
characteristics and can represent a mixture ofafeeementioned types of activity.
Nevertheless, it seems important to differentia®vieen them as they follow a logic of
their own and entail specific potentials as well @sblems. Using “ideal types”

(Weber) allows for a systematic analysis and comparbetween them.

The paper elaborates the three types of activityhenbasis of case studies
from major emigration countries with important gies® communities and collective
migrant activities. Without aiming to be represéint activities of migrant
organisations from Mexico, Morocco, the Philippiresd Turkey are used to show
certain challenges as well as best practices. Enfmnnance of the activities will be
measured using Orozco’s and Welle’s (2005: 7-Qkia for effectiveness of HTA’s

> The term “diaspora” refers to “ethnic minorityogps of migrant origins residing and acting in host

countries but maintaining strong sentimental andenw links with their countries of origin”
(Sheffer 1986: 3).



projects: ownership by the community and correspand with its priority needs,

sustainability and replicability of the activity.

Besides drawing conclusions and pointing out pd#s#s of action for
organised groups of migrants, the paper intendsldatify possible entry points for
governments and social partners wishing to sugpertollective activities. Thereby, it
contributes to the debate about enhancing the ptivduuse of remittances in order to
increase their developmental impact, formulatedaagoal in the ILO Multilateral
Framework for a rights-based approach to labourratimn (2005). Productive is
defined here as income-generating. Remittancesharefore mainly analysed in their

contribution to economic developmént.

The paper is organized as follows: The first thpeets analyse the three
different types in which migrants can enhance ineqanerating activities on a
collective basis. For each type of activity the vations of migrants for participating
are examined, the implementation is illustratedabyase study, and related potentials,
challenges and constraints are assessed. The fqanth of the paper presents
recommendations for governments and social parthetswant to promote migrants’

collective involvement. Finally, some conclusioms drawn.

2. Migrant collective donations for income-generati ng
development projects

Migrants’ motivations

One way in which organised groups of migrants cantrdoute to income-
generating activities in their countries of originby setting up development projects.

They can provide financing for start-up materigiyductive infrastructure and training

This does not imply a general judgement aboutrofibrms of using remittances on an individual or
collective basis. Firstly, it is a decision to lakden by each migrant and its family in their own

interest how to spend their personal funds. Segonifllremittances contribute to development

depends on how “development” is defined. Their “poaductive” use can help families escape
poverty, substantially improve the welfare of thdividual, represent an investment in human capital
and even have positive multiplier effects on groatid employment in the region or community of

origin (De Haas 2005; Newland/Patrick 2004: 2).



or know-how and networks for commercialisation rdey to help community members
set up microenterprises or cooperatives. The osgéion’s members themselves do not
expect to make a profit. These projects are heaogarable to the charitable donations
by migrant organisations for public infrastructuidne differences are that an income-
generating development project, nevertheless, didsliow an economic logic; also
only a part of the community profits from the pidje

The migrant organisations’ activities in this fiedde quite similar to those of
development non-governmental organisations (NG®spling funds increases the
scope of the development projects that can bezeshlirawing on migrant know-how.
Besides mere philanthropy, motivations of the mmggamight be to respond to the
expectations of those left behind, take part indbexmunity life and to enhance their
own standing in the community of origin as wellvaghin the diaspora community (for

further explanations cf. Lacroix 2005: 74).

If relatives of organisations’ members are helpgdhe project this might also
have similarities with a collective investmentthe investors do not expect to make a
profit, such productive projects, which mainly emplrelatives, seem nevertheless
closer to donations than to entrepreneurial prejethe characteristics and challenges
of collective donations for income-generating depetent projects can be illustrated by

the activities of the French-Moroccan associatigligtations et Développement”.

Creation and professionalisation of agricultural an d artisan cooperatives
in Morocco

Founded by Moroccan migrants in the South of Frarfééigrations et
Développement” aims at harnessing the potentiahigfrants for the development of
their regions of origin (www.migdev.org). To datepme 250 organisations are
affiliated to the association. Four staff membersrkwvin Marseille and eleven in
Morocco, assuring the association a strong reptasen in Morocco (EC/ARS Progetti
2007: 88). Except for two, all staff members arerdtsan, whereas the volunteers are

mostly recently retired professionals of Frenclgiori

The organisation can look back on a long experiemgt infrastructure
projects since 1989 in small communities in theiaegf Souss-Massa-Draa in the



Moroccan Anti-Atlas (Bentaleb/Lahoussein 2005: 280- Iskander 2005a). These
infrastructure projects provided (temporary) empiewnt. Irrigation projects improving

the agricultural production contributed as well ttee economic well-being in the

respective communities. From 1993 on an incomefgéing project was started
targeting the poorest women in several villages angporting their traditional

economic activities (goat-rising, craft). “Migrati® et Développement” managed to
leverage donor money and obtained funding by thefaan Union. Nevertheless, the
project was not very successful and stopped in 1@8% of the main problems was
commercialisation due to the product’s low quahbtyd the small number of women
involved (Lacroix 2005: 108).

In 2001 an action plan for the province of Taroudset the priorities for
iIncome-generating projects on rural solidarity-ldaseurism and local products and
crafts. Instead of targeting individuals as befdreaims at building cooperatives

(Lacroix 2005: 110). The main target groups are @om@nd youth.

Again “Migrations et Développement” managed to @eternal funding: The
projects working with cooperatives are financiabypported by the Moroccan
government agency “Agence du Développement SodiaDS). Up to now, the
association assisted with the creation of sevep@&@dives for agricultural products as
well as two artisan cooperatives (De Haas 2006:. ®8) goal is to improve the
production and quality of saffron, olive and argah The association aims at making
the products exportable, turning them into highlgyaroducts and using their organic
production as an advantage. To this end, they geoknow-how, material, technical
and management training and organise visits to deraior the members of the
cooperatives to learn from production methods. THus association does not only use
the financial means of migrants but also their kdmw. Moreover, it tries to use its
networks to sell the products in France and orgahg saffron festival in Taliouine to
help the cooperatives enter international marKdiggrations et Développement” also

provides help with the commercialisation at theaegl and national levels.

Through the association’s participatory approachmaonity members take
part in decision making and implementation togetivéh the migrants residing in



France. Since the formulation of the action plan tfte province of Taroudant the
projects are also undertaken in cooperation witall@authorities (Lacroix 2005: 113).
Furthermore, the association’s thorough knowledigthe local context and culture is
complemented by continuous research on methodpautices to contribute to local

economic development (e.g. a study conducted i® 208ooperation with FAO).

Nevertheless, the income-generating projects faceiraber of challenges,
mainly concerning the commercialisation of the pid. The association tries to use
migrant grocers for selling the products in Frandas has proven to be more difficult
than expected, even though the association regissyme 4,000 Moroccan grocers in
Paris and surroundings (EC/ARS Progetti 2007: 88 retailers in the Paris region
might be willing to support a social project initheommunity, but when their business
iIs concerned they insist on good quality, price podctual delivery. Otherwise they
prefer buying their saffron from Spain or Iran, &ample (Nadia Bentaleb, Director of
“Migrations et Développement”, November 11 2006)heT association’s and
cooperatives’ attempts to export the saffron, argaa olive oil to French companies,
however, seem promising (Migrations et Développen2@@7: 29-30). The efforts to
sell the agricultural products and crafts in Momat the framework of a rural tourism
project in the region have also started to be ssfuk(Migrations et Développement
2007: 26, 30).

Assessment of possibilities, challenges and constra ints

Just like for income-generating projects of othewvalopmental actors the
project design is also important for migrant orgations. A participatory approach
guarantees responsiveness to local needs and dwmekHowever, if earnings and
market potential at home and abroad remain moda§tling Orozco’s and Welle’s
(2005) criterion of sustainability might be a premi® Even if the projects are based on
philanthropy they have to provide profit for theget group in the country of origin.

Difficulties might also arise when trying to intage business partners’ into

" Following the saffron festival in Taliouine, fexample, a cooperative from Tassousfi exported ten

kilos of saffron to CTM Altermercato.

Orozco/Welle (2005: 19-21) draw the same conclusrom their analysis of a sewing micro-
enterprise established under the “Tres por Uno’gmmme in a rural community within the
municipality of Jerez, Zacatecas.



development projects if the products are not coitipet The replicability of the
projects hence seems generally possible but theaess will vary with factors such as

the demand for the product and market access.

Besides their own collectively pooled funds, midrarganisations can mobilise
external sources in the host country or from irdéomal donors. This augments the
scope of their activities. To increase their imp#uoe projects should also be integrated
into a concept of regional development. The adéisit of “Migrations et
Développement”, for example, developed into a negligprogramme of integrated rural
development (FAO/Migrations et Développement 2@)6The association also assures
the integration of its activities into local polis and the complementarity to

governmental programmes through its presence ifidlie

The more the geographical scope is enlarged, thee ntbe migrant
organisations will face the need to support comtmesmiwhere none of its members
originate from. Such activities can not rely on thigial motivation of the migrants to
help their own village of origin. The organisatiotisis need to seek donations from
migrants who would rather give money for their origcountry in general than
especially for their community, as it seems tolmedase for some Moroccans in France

(Migrations et Développement 2003: 31).

3. Migrant collective investments
Migrants’ motivations

A second way in which migrant organisations canrdounte to the creation of
income-generating activities is pooling their sagnfor investments on an
entrepreneurial basis. These investments followngrily an economic logic. The
investors expect a return on their investment amdthe risks related to the project.
Their profit expectations might be influenced bg terception that diaspora members
possess information and social capital advantagegared to non-diaspora investors
(Gillespie et al. 1999).



Besides seeking a profit, migrant investors mighhiuto create the basis for
their own return to the community of origin. Turkisnigrant workers in Europe, for
instance, created workers’ joint stock companie®fderprise creation in Turkey partly
as a collective return strategy in order to creétéure jobs for themselves
(Sen/Goldberg 1994: 25-26; giving a lower importantee the goal of return
Penninx/van Renselaar 1978: 426). Also emotioredars can influence the migrants’
decision to make the investment in their regionoafjin and not elsewhere. This
differentiates migrants from other investors whoate a project side based only on
cost-benefits premises: “When migrants do invdstjrtemotional attachment to their
(often marginal) regions of origin can help com@gador the disadvantages of these

regions in the eyes of purely profit-seeking invest (Carling 2005: 35).

Diaspora philanthropy can also play a role: ecowombtivations do not
exclude a social concern for the development ofavmunity of origin. Migrants
from the Mexican state of Guanajuato living in thmited States, who invested
collectively in factories (maquiladoras) in theionemunities of origin, see their
investment also as an expression of solidarity @elmema Longoria/Rodriguez
Ramirez 2000: 67). Just like in the case of callealonations migrants might also seek
to strengthen the links with and their identity @eat of their communities of origin
through their investment and increase their sosfahding, also within the diaspora
community. This might motivate them to maybe accadbwer profit than if they

invested elsewhere.

Pooling their money and investing through an orgeehi group gives the
migrants greater possibilities for their investmémtough higher seed money. This
might be especially attractive if the migrants haeady made negative experiences
with individual investments, as it was the caseTarkish migrants (Preuschaft 2006:
58). A state programme matching funds can alsoasetincentive for collective
investments. The possibility to obtain further ficeng was one reason why, for
example, the members of the Mexican “Club CampeasEloRemolino from Southern
California” opted for a collective investment. Theynstructed a dam for irrigation and

watering of the cattle in the Municipality of Jupl@a in Mexico, one of the first



examples of a productive investment made through“tiPrograma Tres por Uno”

(Three-for-One programme) (Moctezuma 2003).

Besides becoming a vehicle for pooling resourcagrant organisations can
also share information about investment opportesiin the country of origin, provide
contacts and promote individual investments amasignembers or the diaspora as a
whole. The Mexican state of Jalisco, for examptijestised its investment promotion
programme “Por mi Jalisco” through the Jalisco HTiIAshe United States (Orozco
2004: 38). “Migration et Développement” searchednamt investors for rural lodges in
the framework of a rural tourism project in Southéviorocco (www.migdev.org;

www.tourisme-atlas.com).

The experiences of Mexican migrants in the Unit¢ateS using collective
remittances for enterprise development in the stdt8uanajuato can serve as a good
example for the potential risks and difficulties @fllective investments. Analysing
them in the context of the state programme “Mi coidad” that set the incentive for
these investments also shows the problems relatpdiiic-private collaboration in this
field.? It was redesigned and expanded in the form of different programmes to
further regions in Mexico under President Fox (fsler 2006: 388-389Y

Collective investments in maquiladoras in Mexico

The state of Guanajuato launched the programmectmunidad” in 1996
under Vicente Fox as governor. It aimed at linkinigration to economic development
through the creation of small textile maquiladdaramigrant's communities of origin. It

®  “Con mucho, e independientemente de sus ressltazkie programa constituye la expresiéon mas

desarrollada de lo que es posible impulsar en Mégidravés de la inversion productiva de los
migrantes” (Irrespective of its results, the pragnae is by far the most developed expression of
what can be achieved through migrants’ productivestments in Mexico) (Moctezuma 2006:; 101-
102).

The other well-known and important state prograrimMexico “Tres por Uno” focused on basic
infrastructure since its beginning. Productive asfructure projects and income-generating projects
represent only a small percentage. In Zacatecastenthe cost-sharing programme started, only 3%
of all projects under the “Tres por Uno” were proiie projects in 2003. Only recently efforts have
been made to increase their number (Orozco/Fer@d: 2B, Iskander 2006: 405-406; Orozco/Welle
2005: 20; Wheeler 2006: 24-25).

10

10



targeted the creation of new jobs and required tf@tmaquiladoras had to create an
average of 50 jobs.

The government agency “Direccion de Atencion a Quichades
Guanajuatenses en el Extranjero” (general officeti@ attention of Guanajuato’s
migrants abroad) was in charge of directing theggmmmme. It cooperated with migrant
organisations in the United States, the “Casas Guato” (Guanajuato Houses).
Their leaders and most influential members, mairdyn lllinois and California, were
actively involved in the promotion and operationtbé programme and its projects
(World Bank 2002: 5, 19).

New migrant organisations were also created throtighh programme.
Migrants undertook the concerted effort to pool tbéguired minimum of USD 60,000
to participate and created investment societiegerAfaving visited other maquiladoras
in Guanajuato and having decided about their imrest they signed a contract before a
notary forming a “sociedad mercantil de nacionalidegexicana” (Mexican partnership)

with each migrant owning a part of the shares.

Besides a public relations campaign, the governmme@uanajuato developed
the business plan and set a series of incentivestttact migrant investment in the
framework of the programme. In the beginning, tbeeggnment was supposed to match
funds but eventually only offered a loan correspogdo the size of the investment
made. In some cases the government provided sabdli the machinery and paid the
wages for the first two or three months during $ta&rt-up period. Furthermore, the
“Direccion de Atencion a Comunidades Guanajuatemses! Extranjero” provided
technical training courses for new workers and supwith managerial, judiciary and
technical advice (Lowell/de la Garza 2000: 13; Wdshnk 2002: 19).

The idea behind the programme received a positiatiation by the migrants
from Guanajuato. Nevertheless, it failed to red@whole Guanajuatan community in

the United States. 21 maquiladoras had been plaoned established, nine formed the

' The Casas Guanajuato were promoted by the goesinof Guanajuato and generally dissolved

within a short period of time (Iskander 2006: 383

11



“Empresa Integradora Textil” and gave employment3®89 persons. (Moctezuma
Longoria/Rodriguez Ramirez 2000: 64, 67-68, 73).

The investments made within the programme lackestasability. An
important number of the maquiladoras failed and teatde closed down again after a
short period of operation. According to IskandedQ@ 382, 388) only three out of 13
remained-? The remaining ones were producing low-quality gemts for relatively low

returns for international and local markets.

Part of the problems stemmed from the original glesof the investment
projects: The particular characteristics of the samities of origin had been neglected.
The business and investment climate was not fabteirdhe geographical isolation of
the communities and the lack of adequate infragirachampered the link to the
production centres. Moreover, the labour marketh@regions of origin were marked
by the traditionally high propensity to migrategtjobs in maquilas were only second
choice compared to a job in larger Mexican cities tbe United States. The
maquiladoras thus faced labour shortages: onagettdhe workers left for bigger cities
in Guanajuato or the United States. Furthermorakers stopped working when they

received sufficient remittances (Iskander 2005a-255).

It also turned out to be difficult to recruit abieanagers whom the migrants
trusted. Named as part of the creation of the &sial mercantil”, the administrator was
supposed to inform the partners about the develapofehe enterprise. However, due
to the distance and the lack of business knowledgaost migrants, they often took
decisions by themselves. This was a source of ictsspecially when the managers
were not skilled enough (Moctezuma Longoria/RodzigRamirez 2000: 70).

The government failed to provide solutions for greblems encountered in
the framework of the programme. Feasibility studiBswing the potential difficulties
would have been necessary in the first place ieroi@ be able to formulate an adequate

response. Furthermore, the programme offered teahtriaining for the workers but

12 The figures in the literature vary. Accordingateother publication by Iskander (2005b: 253) foutr o

of 13 remained According to the World Bank (2002: &d Moctezuma Longoria/Rodriguez
Ramirez (2000: 64) 21 maquiladoras have been esietland 12 or 15 got into operation.

12



failed to focus on how to organise production.|$oadid not take care enough of the
maquiladoras’ integration into garment commodityiok. This resulted in uneven or
mediocre quality of a large part of the goods poaduby the maquiladoras (Iskander
2005b: 253-254).

As the state government failed to address the enodl some migrant
investors participated actively in their solutidrney modified the machinery selection
which was not adequate, for which the migrants Iwvea also blamed corruption. They
also collaborated in the selection of technicaff stad in marketing. In at least two
cases managers were recruited from members of migrganisations. The migrants
hence provided not only money but also their orggtional and managerial skills for
the projects. Nevertheless, they were not ableliesall the problems the maquiladoras
faced. Furthermore, a majority of the migrants waisable to participate in the solution
as they lacked the necessary entrepreneurial kdgelerhe planned capacity building
for migrant investors within the framework of thegramme had been reduced to visits
of investors at maquiladoras in the region (Mocteal2006: 102; World Bank 2002:
23-24).

Further problems emerged due to the way in whidah phogramme was
promoted. The real content of the programme andigtks related to the investment
were not fully laid open which prevented migramtsti taking precautionary measures.
In the municipality of Ocampo, for example, the migs where offered a doubling of
their investment in one year if they participated kighly unrealistic promise that could
not be fulfiled. The promised government contribnt matching their funds,

furthermore, turned into a loan with respectiverast rates (Moctezuma 2006: 102).

Assessment of possibilities, challenges and constra ints

Migrants and the communities of origin need toruded in the design of an
investment programme to capitalize on remittante&uanajuato, the state defined the
migrants’ potential for the development in the cegiand determined how to tap it
(Iskander 2006: 373-374). While the state resporiddtie priority needs for income-
generating activities in the communities of origirpaid little attention to the context.
Instead of being sustainable commercially the ctile investments turned into social
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programmes for the residents of the communitie®rajin. The migrants were torn
between the need for efficiency as investors aed #ocial obligations to relatives and
friends in the community, subsidizing unprofitabd@quiladoras to give them jobs and
granting pay advances (Iskander 2005b: 255). Thesipitity of a win-win situation
between an economic and a philanthropic logic vagealized. Even if the motivation
of the migrants was philanthropic and the Guanajustate campaign appealed to
migrants’ solidarity with their community of origirit is problematic if an investment
turns into a donation. A collective investment paijneeds to be profitable not only for
the sustainability of the project itself but alsotihe interest of the migrants who invest
their savings. In Guanajuato the economic failuréhe maquiladoras led to conflicts
within the community, causing a decrease in callecdonations for infrastructure

projects (Moctezuma Longoria/Rodriguez Ramirez 20@0Iskander 2005b: 253).

The experiences in Guanajuato are comparable teetlod other cases of
collective investments in regions of origin. Tutkisigrants, for example, had created
322 workers’ companies with 345,000 shareholderd @83 but an important part of
them failed. Only a small number realised a prafil the number of jobs created was
lower than planned. The causes of this failuresarelar to those in Guanajuato (§en
2006; Penninx/van Renselaar 1978: 446, 451).

All in all, collective investments face similar gems to individual
investments by migrants in their communities ofgmri Not all migrants are
entrepreneurs. When investing in their countriemdin they face, in addition, the
difficulties of geographical separation from theestment project. Often the business
and investment climate is not favourable. The sss@# migrant investments depends
on a number of factors in the origin and destimatmountry as well as on the
characteristics and capabilities of the migrants Khas 2007: 14-16; e.g. for Morocco
cf. Hamdouch et al. 2000: 204; for Mexico Garciangea 2005: 17). Migrants’
investments in China, for example, seem to be cuteessful (Newland/Patrik 2004
3-5). Investment programmes for migrants in genbeale hence had mixed results
(Puri/Ritzema 1999: 25). Compared to individualestments, collective investments

have the potential of investors’ strengths compleing each other and higher seed
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money. On the other hand they face the risk oft tpusblems between investors and

conflicts arising between them.

4. Migrant collective savings in microfinance
institutions

Migrants’ motivations

There seems to be a tendency among politiciangd¢onsgrants mainly as
investors and not as savers (Agunias 2006: 5980).migrants do not have to be
investors themselves to contribute to the creatibemployment in their countries of
origin. In the light of the problems faced with lealtive investments, it might in some
cases also be even preferable if their remittanceshannelled to saving deposits and
then made available to local producers (Puri/Ri@el899: 25-26). A third way in
which organised groups of migrants can contribotentome-generating activities is
therefore pooling funds for deposits in microfinanestitutions (MFIs) in their country

of origin.*®

Migrant groups expect interests but might also lheephilanthropic intention
to help their communities of origin with their sags. If they deposit their savings with
MFIs they are sure to benefit their communitiegedily. Through normal bank accounts
their savings might be channelled to urban cerdresther regions where investments
are more profitable. This is the case for exampléMorocco, where the deposits of
migrants are not mainly used in their regions agiarbut benefit via the banking
system the economic centre, i.e. the axis KeniahaRCasablanca-Settat (Khachani
2005: 198). Because of remittances the north-easegiion of Oriental, for example,
comes second after Casablanca regarding deposithibus in no way reflected in the

13 Besides saving deposits in MFls, another postsinf helping one’s community of origin through

collective savings is diaspora bonds. A diasponadbis a debt instrument issued by a country or a
sub-sovereign entity to raise financing from itaggiora (Ketkar/Ratha 2007). Local Government
Units (LGUs) in the Philippines, for example, issuends for specific infrastructure projects. The
impact on long-term employment might, however, lmrarindirect compared to saving deposits in
MFIs.
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number of investments in the region. Furthermoemittances contribute to the
overliquidity of the banking system as they faib® channelled into investments.

For migrants seeking to benefit their community arfgin microfinance
institutions also have the advantage that theyetargicro-entrepreneurs and low-
income individuals. In addition to credit, they @lprovide training and business

development programmes.

Savings in microfinance institutions can also béeresting for migrants
independently from their desire to contribute tealoeconomic development. MFIs
have a strong representation in smaller citiesraral areas. They might offer access to
interesting financial products like education sgsgitbooks that correspond to the needs
and expectations of the migrant and his or herlfarBiending funds collectively to the
MFI reduces the respective transfer costs.

For MFIs gaining access to migrants’ savings meads/ersification of their
resource base and liabilities. It also enables theraffer more competitive rates on

their loan products and provide more credits toithabitants of a community.

Diaspora organisations can be partners of MFIsafiuze savings. They can
pool funds themselves or mobilise individual sasifigr MFIs. Migrant organisations
can also help contribute to financial literacy afjmants in general offering trainings in
countries of origin or destination. Cooperationhnitade unions seems fruitful in this
area. The “American Federation of Labour and Cosyed Industrial Organizations”
(AFL-CIO), for example, launched an initiative tetup a coherent and systematic

remittance training programme for Mexican and Caramerican migrants.

Migrant organisations might also create microfir@apeojects in the framework
of their development activities. If the MFIs work ¢he basis of migrants’ donations
this might, however, mean a lack of sustainabilitiie promotion of time deposits in
microfinance rural banks in the Philippines by ttieeonomic Resource Center for
Overseas Filipinos” (ERCOF) will serve here as sangple for the pooling of savings
serving an economic as well as a philanthropionatie.
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Time deposits in microfinance rural banks in the Ph ilippines

ERCOF was founded in 1999 in Geneva and openets ighilippine office in
2003. It has build up a network of focal organisasi and persons in the Netherlands,
Luxembourg, Belgium, Switzerland, Denmark, Singapaolapan and Saudi Arabia.
ERCOF seeks to support local economic developnmetita Philippines with migrants’
investments and savings (www.ercof.org). Afterissad) the difficulties related to their
first idea of setting up an own migrant bank, tinegnaged to get funding from Oxfam
Novib in 2003 to find other financial mechanisnrklng remittances to local economic
development (Bagasao 2005a: 2). Their programmeefédas Filipinos savings and
investments in Microfinance Rural Banks” promotagnant savings in time deposits of
microfinance institutions. The time deposits arekéd in for at least one year and

interest rates range from 8,5% to 10% per annum.

In January and March 2004 two groups of five amveh Overseas Filipinos
in Luxembourg and the Netherlands opened time dispaisan overall amount of 6,900
Euro (equalling PHP 550,000 at that time) in thealrbanks “Xavier Punla” and
“Xavier Tibod”. Engaged in microlending in Bukidn@md Misamis Oriental (Western
Mindao), these microfinance banks were founded ared monitored by the private
“Milamdec Foundation” based in Xavier University Gagayan de Oro City, who has

been active in providing financial services to farmfor 20 years.

The activity was promoted and led by ERCOF’s fquaison in Luxembourg
and representatives from the foundation “Stichtiapitbahayan” and the “Economic
Resource Centre for Migrants and Overseas Employ@ERCMOVE) in the
Netherlands. All remittances charges were prepaiduxembourg and the Netherlands.
In both cases the funds were sent collectively idep to save costs. They were
transferred from one of the participant’'s bank actoto a bank account of the
respective rural bank at a commercial bank in théigpines because of restrictions on
the use of foreign currency accoutfits.

4 This changed in March 2006 when the Philippinent¢ Bank authorized rural banks fulfilling

certain requirements to offer foreign currency dspaccounts (Wolf 2006: 1-2).
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The deposits are regulated by the Central Bankcamdred by the Philippine
Deposit Insurance Corporation up to PHP 250,00Gimgie deposit. As this minimises
the risks for savers it was one of the primary seasvhy ERCOF chose to partner with
rural banks. Even if the funds are transferredectiVely, each individual saver receives
a time deposit certificate from the Milamdec Fourata As the funds are locked in for
five years they are exempted from interest income tHowever, they may be
withdrawn at any time with the interest rates theing lowered (Bagasao 2005b: 15,
28).

The interest rate is 8.5% annually. As MFIs arergbad about 12% annually
for credits from commercial banks, time deposits @reaper sources for them to obtain
funds. MFIs can then relend the money to microegrgneurs. Opiniano (2005: 9)
estimates that the migrants’ deposits help to eraatieast 100 enterprises per year.
Term deposits are also a stable source of fundnghe MFIs: because the funds are
available for a set period of time they facilitaigquidity and gap management
(Ledgerwood 1999: 166). However, a certain volurhéiroe deposits is necessary to

obtain a significant impact.

Following these first experiences, ERCOF preseittedaving mechanism to
Philippine migrants in five European cities. Thésedback showed the necessity to
enlarge the number of banks with whom ERCOF codpédrbecause the migrants
wanted their deposits to benefit a microfinancetitimgon in their community.
Therefore, ERCOF signed an agreement with the ‘IRBeaamkers Association of the
Philippines Inc.” (RBAP) in 2006. It now acts amain outreach agent for the 700 rural
banks from which about 120 are involved in micrafice activities (Estopace 2006).
This widened the possibility for migrants to investheir own hometown as two-thirds
of the migrant workers from the Philippines aregorally from rural areas (Bagasao et
al. 2004: 48). ERCOF and RBAP identified a firsbugw of ten rural banks which will
participate in the programme. Together with thisescgroup they have recently started
working on products and services that are tailodendor migrants and their

associations as well as on marketing strategies.

> The precise effect on employment, however, sileds to be assessed. For an overview on the

existing knowledge about the impact of microfinanceemployment cf. Balkenhol 2006.
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A Filipino cooperative in Brussels and an orgamisain Luxembourg were
expected to open new time deposits in 2007. Howekerpossibility to save at an MFI
is still not widely known among Filipino migrantSRCMOVE has therefore tried to
raise awareness among senders in the Netherlarsdseoor invest in MFIs organising
financial literacy classes and special informagessions about the time deposit scheme
(www.ercmove.nl). ERCOF joined a campaign in thdigjhines by the Central Bank
promoting financial literacy regarding the use @hittances by receivers that started in

2006° Further promotion seems nevertheless necessary.

Another reason why until today no new savings Hasen sent collectively for
microfinance activities in the Philippines are mga#ions against rural banks among
Filipino migrant workers due to past abuses angduries (Bagasao 2005b: 20). These
problems are now being addressed through regutatbthe Central Bank and regular
trainings by the “Rural Bankers Association of ®lailippines”. ERCOF and its rural
partner banks are aware of the problem and intendeet the challenge through self-
governance, benchmarking, transparency and prumbenimunity banking practices. It

remains to be seen if this will convince Filipinagnants.

Assessment of possibilities, challenges and constra ints

Besides widening the net of partner MFIs, theirfggsionalism is a key to
make saving deposits in MFIs attractive to migranthe safety of deposits is
primordial. The institution must therefore have aod@ record of sound financial

management and internal controls if the savingsimeetly deposited at the ME.

Through a MFI the funds are used by those who tieed and are able to use
them in a profitable way. Channelling collectivemigances as savings to MFIs
therefore corresponds to the priority needs ofrarnanity. Although it is still too early
for a definite evaluation, the activity seems tdfiffuOrozco’s and Welle’s (2005)

criteria for effectiveness. ERCOF’s activity casabe replicated if the aforementioned

6 ERCOF and the Philippine Central Bank are prégessessing the results of the financial literacy

campaign with a view of enhancing and expandingptttggramme which has covered 20 cities all
over the Philippines in the last two years.

For best practices and requirements for MFIs widemling with saving products (enabling
environment, institutional capacity of MFI and s&ys products offered) see Ledgerwood 1999: 155-
168.
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conditions are met. There are even different waysvhich MFIs can gain access to
savings of migrants. If they are restricted by eklaf legal authorisation to accept
savings or savings in foreign currency, as it wesdase for Philippine rural banks, the
deposits can be saved in an account of the MFlbark. Alternatively, the MFI can try

to obtain a full banking licence.

If the MFI is allowed to accept savings it might &lele to offer remittances
transfers itself. But before deciding to enter itin@rket it has to consider factors like its
market position, institutional capacity and regolas as the remittances market is
highly competitive (for further considerations ddern/Donges/Smith 2006). If its own
network seems not sufficient it can become memhea iregional or international
remittance network or seek an agency or partnerghiip banks or money transfer
operators. It is again very important that migragda trust the MFI for its remittances
transfer offer to be successful.

5. Possible entry points for governments and social
partners

Governments and social partners can foster allethiygoes of migrants’
collective activities, helping to raise their numiad scope as well as their impact.
Compulsive measures do not seem appropriate. Rerois are private money and
migrants and their families have the right to spehdm how they choose to.
Furthermore, with rare exceptions like the cas&aiith Korea, mandatory remittance
requirements might just drive remittances into infal channels (Puri/Ritzema 1999:
19-20). Instead, governments can set incentivesefdments in countries of origin can
lead different policies to keep their diasporacttal to the country of origin: they can
acknowledge the importance of the diaspora thrabglestablishment of an institution
in charge of them, increase the outreach visitimgrt in countries of destination and
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establishing programmes for the maintenance ofuagg and culture, make double
citizenship available and grant the right to vot@ational election¥

Some governments need first and foremost to builst tor even overcome
hostility with (parts of) their diaspora. Each g¢iasa and the dynamics of its interaction
with the country of origin and its government artfedlent. Migrant organisations can
have political goals contradicting those of the gqonng party. On the other hand, the
government in the country of origin might try toee political influence on the
organisations in the countries of destination agiorin order to limit or guide their
actions. This usually provokes fragmentation witmigrant communities with some

supporting and others opposing the governmentisyp{Portes 1999: 468).

Receiving countries can also contribute to fostermigrants’ collective
transnational engagement. As migrant organisaaoaseterogeneous and have diverse
goals structuring a dialogue with them is a chgjéerit can lead to the establishment of
national platforms (e.g. in the UK and France) asgthrough decentralised cooperation
(e.g. in Italy and Spain). “It seems that top-dodesigned and subsidised migrant
platforms tend to have limited legitimacy amondstit supposed constituencies, but
they are important in disseminating information amnactices” (EC/ARS Progetti 2007:
15). Local authorities seem to be suitable actosdructuring the dialogue with migrant
organisations but they need to take care of coatidin with national policies and
amongst themselves (ibid. 17).

There seems to be some evidence, that promotingantg) collective
transnational activities can be achieved throughmating the integration of migrant
workers in their societies via regularisation afitiegal status and a better integration
into the labour markéf! “In contrast to classical conceptions of migramegration, the
integration of migrants in receiving countries aat only coincide with but also even
tends to amplify their involvement in the develomprnef countries of origin. After all,
successful and ‘integrated’ migrants generally gisssess the attitudes, know-how,

8 For the case of Morocco as an example of suchaspdra policy and its critical evaluation cf.

Belguendouz 2006; Iskander 2006.

The debate about the relationship between traiosiah activities and integration into the host
society is mainly led between representatives singiationism and transnationalism (cf. Bommes
2005; Morawska 2003).
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rights and financial capacity for setting up entisgs, participating in public debates
and establishing development projects in theiraegjiand countries of origin” (de Haas
2006: 2; cf. also Baraulina et al. 2006).

Trade unions can also contribute to capacity bogdf migrant associations
to further professionalise their work and help trenengthen their networks. Moreover,
governments of receiving countries, in cooperatwith countries of origin, could
implement policies facilitating the movement betwetne country of origin and
residence. They should at the same time avoid dehicagenda of stimulating return
migration instead of transnational engagement. afitg will not be willing to

cooperate anymore in this case, as the experidriemoce shows (de Haas 2006: 93).

Besides fostering transnational activities in gahegovernments and social
partners in countries of origin and destination cdfier special measures promoting
each of the three types of collective engagemenalll cases it is not a question of
activating the diaspora communities but of usingjrtpotential and ongoing activities.
For instance, in Zacatecas the collective actwitiere in place before the programme
“Tres por Uno” was established to multiply their patt (Moctezuma
Longoria/Rodriguez Ramirez 2000: 65; cf. also Roft899: 466-467). Governments
should avoid patronising migrant organisations. Wpeomoting all types of migrant
organisations’ projects governments also needke tare to not neglect poorer areas
with less migration and therefore less remittan@sl help through migrant
organisations (Carling 2005: 49).

Migrant collective donations for income-generating development projects

Through co-funding governments and social partoarsset an incentive for
collective donations as well as increase their sapd impact. The farmer’s unions of
Catalonia, Valencia and Mallorca, for example, tbge with the foundation
“Agricultores Solidarios” (“Farmers for Solidarity” and its “Development
Programme”, promote and support seasonal workems f€olombia, Morocco and
Romania who wish to organise collective initiativeasing at a social or productive
impact in their communities of origin (ILO/IOM/OSCEO06: 124). Employers can
provide financial support to development projectsheir employees’ communities of
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origin, for example participating with one perceggaf the migrant workers’ wages in
their company. There are banks or money transferabprs, like for example Raza
Express, which match remittance transfers with matlon to a fund for community
projects led by migrant organisations (Vertovec£208). NGOs like Oxfam Novib in
the Netherlands co-fund income-generating developmprojects of migrant
organisations in different countries like SomaliaGhana or Burundi

(www.oxfamnovib.nl).

Governments in origin or destination countries ltke Philippines, Mexico,
France or Germany run matching-funds-programmesey Tfocus above all on
investments in infrastructure. If they are to fundome-generating projects too they
need to take their different nature into accouhta programme is designed like the
“Tres por Uno” in Mexico it seems important thae tbommunity as a whole benefits
from a project and not only a small group. Unlgsscefied from the beginning, this has
created problems in the past showing the limitshef programme “Tres por Uno” to
encompass productive projects (Goldring 1999: 8@ctézuma 2006: 98). This is
especially true if the income-generating projeatitser to a collective investment than

to a donation.

According to de Haas (2006: iii) such co-fundinguld be organised as an
open tendering system linking up with existing iatives rather than stipulating the
kinds of projects to be funded. It should also higrated into the regional or local
economic development strategy in countries of nrigDonor support for Diaspora
activities is likely to succeed only when a comnatjective is shared by the donor, the
Diaspora partner, and the recipient communities tie country of origin.”
(Newland/Patrick 2004: 30). Therefore, a true parthip needs to be established.

Migrant organisations often lack the resources lamaiv-how to fulfil all the
formal conditions to obtain funding for their projs. Governments as well as trade
unions could offer trainings in project design andnagement as well as an exchange
with successful organisations to help diaspora rasgéions professionalise and to
further improve their projects’ performance. Ongartant aspect should be how to

commercialize the products produced in the devetgnmprojects. Furthermore,
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governments in countries of origin can offer custaemoneration for in-kind donations

and help to avoid administrative problems for thganisations.

Migrant collective investments

A number of policies can help to promote migramsllective investments,
increase the efficient use of resources availahl inimise the risk that migrants

might lose their savings.

First of all, governments in origin or destinatioountries as well as employer
organisations can help inform diaspora organisataiyout investment possibilities, e.g.
through business forums. To help minimize the rigiated to an investment they can
promote adequate institutions that can facilitatarket research and assist in the
formulation of business plans, taking into accotiv@ respective local context. They
should also offer business development trainingsjdang to try turning all migrants
into entrepreneurs as “the ability to identify atelelop a project, as well as managerial
skills needed to run a business, cannot be impamédthrough a programme of class
instruction” (Puri/Ritzema 1999: 25). Besides fostg non-financial business
development services, governments in countriesriging in cooperation with banks
and donors, can also help improve the access w@ndial services for migrant
entrepreneurs. Migrants should be included in #sgh of such programmes.

A stable macro-economic framework, improvementsthe business and
investment climate as well as fiscal incentivephelpromote migrant entrepreneurship
as well as investments in general. “Policies tmaplicitly target emigrants deserve
special attention because they minimise the passibfative social effects of giving an
already privileged group special treatment” (Cayl#005: 38). Instead of creating new
structures for migrant investors it might therefatgo be more advisable to make better
use of existing institutions for investors in gaiem Morocco, for example, the staff of
the “Centres Régionaux d’Investissement”, creategromote investments in general,

could be trained to respond better to migrantstspaeeds.
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Migrant collective savings in microfinance institut ions

Tax incentives as well as a stable financial systamtribute to making
savings in countries of origin more attractive tagrants. In order to facilitate the
collective sending of savings to MFIs, governmedtsjors and social partners can help
the MFI sector in the country of origin to develdjhe soundness of MFIs is important
in order to guarantee the safety of deposits andlenthem an option for migrant

organisations.

Governments in countries of origin, for examplen gaarticipate in the
development of MFIs’ institutional capacity settinge regulatory framework for
trainings and promoting them. Central banks caabdish regulations to avoid abuses.
Under certain conditions, they could also changerégulations that prevent MFIs in
general from entering the remittances market, d@oogsavings and offering foreign

currency accounts.

Furthermore, increasing the financial literacy ofgrant workers would
promote sending remittances collectively or indidlly to MFIs. Trade unions in
recipient countries could inform and advise migramrkers on remittance options
(costs and risks of existing channels) and useitiral literacy in general), seeking
cooperation with migrant organisations where pdssiBEmployer organisations can
support them in this endeavour. Trade unions ardd placed to provide this
information service being concerned for the migrardrkers’ wage and income
situation. They also have substantial outreaclhetork place, much more than other
potential sources of financial literacy. Furthereyothe number of migrant workers as
well as the number of migrant union members iseasng (for the U.S. cf. Velma
Fan/Batalova 2007). Trade unions are also indeperaled neutral since they do not
have a financial stake in the transfer businesstt@mselves, helping with remittances
is a way to gain the trust of migrant communiti€gede unions in countries of origin
can also engage in informing migrants before teparture about the different options

to remit money from the country of destination @ndng them financial orientation.
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6. Concluding remarks

Migrant organisations contribute to income-genamtiactivities in their

countries of origin through collective donations)lective investments and collective

savings. Each type of activity has its respectigteptials, challenges and constraints.

All three share a mixture of an economic with aaotthropic logic. Income-generating

development projects financed through migrants’lective donations need to be
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economically profitable for the target group in@rdo be sustainable. There needs to be
a demand for the products produced and the acodab® tmarket must be guaranteed.
Collective investments need to take the often rawodirable business and investment
climate in migrants’ regions of origin into accoast well and have to be profitable also
for the investors. As not all migrants are able doccessfully engage in an
entrepreneurial activity, collective savings the¢ ahannelled to MFIs and then made
available to local entrepreneurs might be a moablei alternative in this case. Migrant
time deposits in MFIs seem promising if the safgftyhe deposited savings is secured

but it is still too early for a final evaluation tife related potentials and risks.

Governments and social partners can support aktiforms of activity but
need to respect their respective logic and desigimiées and programmes accordingly
(c.f. also Moctezuma Longoria/Rodriguez Ramirez02@9®). Besides, their activities
must also take the characteristics of the migramd their regions of origin into
account. How remittances are used and in whichthvay can and will be employed for
productive projects depends on the local contexteasittances are shaped by local
social processes, i.e. local actions, relationslaipd values (Iskander 2005b: 251).
There can thus be no universal knowledge of howde remittances for income-

generating activities.

Against this background, an exchange of informatiod experience between
migrant organisations, governments and donors se#mgmost importance. More
evaluations of existing programmes and projectsdnee be made and shared.
Systematic research needs to been done on the timpatgrant collective activities
and the related public interventions, also lookoigser at the type and quality of
employment created.

The potential of collective remittances should het overestimated as a
panacea for employment generation and developrivegtants’ engagement can not be
a substitute for state or private direct investméfdreover, for governments trying to
foster these collective activities, interactionhwihigrant organisations can be difficult
and the transactions costs are high: the orgaoisatare dispersed across recipient

countries and their activities are based on volyntaork, therefore reaching
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operational limits (Word Bank 2002: 17). Nevertlssletargeting migrants and their
social networks and organisations, instead of tbeall households receiving
remittances, might be a promising complementaryagh in the attempt to increase
the use of remittances for income-generating aw&/i(World Bank 2002: 13). Their
impact on the local level can be important, effegf complementing state and private

direct investments.
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