Does migration promote development? —Syed Mohammad Ali
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It is interesting to note that in the aftermath of the devastating Hurricane Mitch in 1999, El Salvador did not ask the US government for additional humanitarian aid, but for extended permission for Salvadoran immigrants to stay legally in the US so that they could send money to storm-affected relatives back home

Over the past decade, international migration has grown significantly and there are now over 200 million international migrants in the world according to estimates by UN agencies. The evident scale of this phenomenon should itself be indicative of the need to more precisely understand relations between migration and poverty reduction, particularly in countries where migration originates. 

Migration also evokes numerous concerns within countries which serve as destinations for migrants, including fear of losing one’s job, wage pressures, and increased welfare costs, that also require further attention by development practitioners and multilateral agencies. But instead of trying to prove or disprove claims concerning the negative impacts of migration on countries of destination, this article will focus on its impact in poor sending countries. 

Undertaking a cost-benefit analysis of migration for sending countries is not that straightforward an exercise. While the main contention usually boils down to contrasting the benefits of remittances to the adverse effects of ‘brain drain’, the evidence on both sides is too fragmented to enable reaching an indisputable conclusion. 

Voluntary migration from a poor to a richer country does obviously benefit the individual migrant, who may easily begin earning in an hour more money than the daily wage rate in the country of origin. But the question is whether the benefit to individuals or, to their relatives left behind, aggregate into broader benefits to the sending country as a whole. 

Some argue that remittances from international migrants play an extraordinary role in the economic accounts of developing countries, far more important than international development aid. The recently formed UN policy advisory group, Global Forum on Migration and Development, noted that in 2006 alone remittances sent home by migrants from developing countries reached $206 billion, which was more than double the amount remitted in 2001. India’s remittances have skyrocketed in the past 10 years, making it the largest remittance recipient in the world today. A major factor for the resurgence of economic growth in Pakistan over the last few years is also due to remittance flows. 

But despite these impressive figures, many other experts believe that labour migration does not significantly improve the development prospects of migrant sending countries. Academics at the University of Sussex, for example, have argued that most sending countries seem to have great difficulty in converting remittance income into sustainable productive capacity. 

Remittances usually come in small amounts, and are used mostly to support direct consumption, or else some housing, healthcare, or education costs of families left behind. A very small proportion of remitted funds seem to go into income earning or job creating investments. Unless problems like lack of access to credit, distance from markets, lack of entrepreneurial skills, and disincentives to savings by the poor are properly tackled, it will be unrealistic to expect remittances to solve the problem of low investment in order to fuel higher economic growth in developing countries. 

Moreover, remittances are usually delivered back to sending countries in a very inefficient manner, so that as much as 20 percent of their value is estimated to be lost due to high transfer fees and poor exchange rates. Newer requirements placed on money transfer services to combat money laundering and financing for terrorist organizations may very well have further increased transactions costs of remittances. Nonetheless, remittances are an important social safety net for poor families.

In this regard, it is interesting to note that in the aftermath of the devastating Hurricane Mitch in 1999, El Salvador did not ask the US government for additional humanitarian aid, but for extended permission for Salvadoran immigrants to stay legally in the US so that they could send money to storm-affected relatives back home. 

But if remittances are a major benefit of migration from the point of view of poor families left behind in migration origin countries, the loss of highly skilled human resources is the most serious cost affiliated with them. 

This is so because most sending countries remain unable to control the composition of their labour exports, which are instead determined by foreign labour market demands that end up whisking away the most productive segment of the domestic labour force, rather than the surplus labour. 

Yet very few countries, such as the Philippines, have evidently begun to focus on producing skilled labour for foreign markets instead of remaining passive in the face of international supply and demand. The loss of skilled people implies loss of training and education investments, which in most cases has been heavily subsidised by the state in the hope of improving their national human resource capacity. The sending country also looses tax revenues that these potential high-earners would have provided, once they decide to migrate. 

It is hardly advisable to prevent ‘brain drain’ by forcing their skilled workforce to stay at home when there is a rewarding demand for them in the Middle-east, Australia or Canada. 

But the negative development impact of such recruitments should be simultaneously mitigated by destination countries through support for education and training in countries of origin. Other migration-related policy reforms which can lessen the adverse effects of migration on sending countries include allowing easy transferability of migrant pensions to their countries of origin. This measure can encourage return migration and furthermore infuse substantial funds into countries of origin as retirees repatriate their savings. 

Given that unauthorised migrants earn less for comparable work than those legally employed, and are less able to seek recourse when their rights are violated, policies that facilitate legal status for existing migrants are likely to have immediate positive impacts on the lives of individual migrants. Conversely, studies have also demonstrated that the lack of legal status combined with harsh border enforcement makes migrants less likely to return home, which lessens their ties with their family members left behind, in turn discouraging remittance flows. 

At their end, more developing countries can try to emulate the proven success of policies adopted by China to seek to cultivate stronger ties with their own diasporas and encourage them to become a source of expertise, investment, and linkage with foreign markets, instead of merely being written off as ‘brain drain’. 
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