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1. Introduction
Remittances (money transferred by migrants back to their home country) represent an enormous transfer of resources from the developed to the developing world and in many cases between countries of the South. Although a private transaction, the injection of hard currency through remittances has a “multiplier” effect on the local economy. Apart from augmenting individual incomes, at the macro level they contribute to the foreign exchange reserves of the recipient countries. While remittances can contribute to achieving the Millennium Development Goals (MDGs), the challenge lies in creating and implementing innovative products, mechanisms and partnerships.

Private Sector is an important change agent for creating new financial products, services, influencing consumption and investment opportunities, and tradeoffs for remittances. There is a significant potential for the private sector to work in partnerships with multilateral/bilateral institutions, civil society and community based organizations to introduce greater efficiency in processing remittances transactions and highlighting incentives that would catalyze introduction of equitable policies at the national levels. 
Accordingly, United Nations Development Programme (UNDP), United Nations Fund for International Partnerships (UNFIP) and the Government of the Dominican Republic, organized a day-long private sector forum to explore linkages between remittances and development at the UN Headquarters on 8 September 2006.  The forum brought together over 50 participants from companies dealing with remittances, microfinance, Information and Communications Technology (ICT) together with regulators and parties that can support projects, including investment funds, multilateral institutions, UN Missions, foundations and government agencies
. 

Dr. Amir Dossal, Executive Director, UNFIP, welcomed the participants and encouraged them to use the Forum creatively to brainstorm and arrive at innovative strategies and partnerships. He emphasized the commitment of UNFIP to support productive partnerships in the area of remittances and development.  
The Ambassador, Mission of the Dominican Republic to the UN, H.E. Mr. Erasmo Lara-Pena highlighted the important role of the private sector in creating investment products that promote development particularly in countries with significant amounts of remittance transfers. He affirmed that the governments should assist by strengthening confidence-building measures for diverse stakeholders to work with each other and creating an enabling environment that fosters public-private partnerships. 

Mr. Shoji Nishimoto, Director and Assistant Administrator, Bureau for Development Policy, UNDP underscored the need to make the remittances mechanisms efficient and cost effective. Mr. Nishimoto persuaded the participants to explore innovative opportunities and partnerships, including with the Diasporas, to enhance access to inclusive financial products and services by the vulnerable population, particularly the women. It is critical as poor people also save and need services of local financial institutions. Banks and financial institutions therefore need to generate a better understanding of the rural sector as a potential market. 

The High Representative for the Least Developed Countries, Landlocked Developing Countries and Small Island Developing States (UN-OHRLLS) Mr. Anwarul K. Chowdhury emphasized the role of the private sector in addressing the concerns of the most vulnerable countries, viz., the least developed countries by mobilizing the development impact of remittances.  He encouraged the private sector to partner with the UN agencies to create commercial goods and services that also have a significant development impact.
2. Discussion
The three brainstorming sessions were introduced by private sector experts who set the stage by raising issues based on ongoing or planned activities. For instance, the first panel “Products and Services” focused on if, and the degree to which transfers from migrants support development, and whether existing commercial products and services that leverage remittances have the potential to generate profits and contribute to the national development priorities. The second panel on “Barriers to Entry and Regulation” invited discussion related to the barriers to market development in such goods and services including the constraints to their development, sales and scalability. It also explored how the UN and other development institutions can help to overcome these barriers. In the final session on “Public-Private Partnerships,” the participants deliberated the mechanisms and the issues that are amenable to private public partnerships – private sector working with UNDP, Diasporas, etc. to strengthen the market for commercial goods and services linked to remittances and improve their access particularly to those living at the margin through demonstration projects as well as replicability of the existing projects through south-south partnerships. US Executive Director of the Inter-American Development Bank, Mr. Hector Morales, presented a key note address during the lunch highlighting some of the critical issues that need to be addressed to link remittances with development and maximizing their value for those at the bottom of the pyramid. 

Mr. Morales highlighted that remittances can play an important role in development.  However they need to be better understood in terms of volumes, transmission mechanisms, remitters preferences, local impact, etc.  While the private sector is keen to make remittances a catalytic financial tool, their unfamiliarity with the product and clients, technology and regulation presents a barrier.  Even in Latin America, fewer than 10% of remittances recipients are estimated to have access to savings accounts, loans or other financial services. The process of sending and receiving remittances though undergoing significant changes currently, these financial flows remain in search of financial products for those at the bottom of the pyramid.  In order to catalyze the transition of the market to greater maturity, Mr Morales emphasized, three basic areas that deserve attention, viz., (i) financial education for both senders and the financial community, (ii) banking accounts for both senders and receivers, and (iii) innovative technology for better communication between banks and ATM networks and the linking of payment systems. He further said that the IDB through the MIF has made progress in producing better data, understanding the impact and in facilitating remittance related projects for development. He invited UNDP and other institutions to work together and build upon the learning from IDB and MIF’s experience.
3. 
Key Issues Discussed
Products and Services
Presentations by representatives from Citibank and ICICI Bank provided participants examples of remittance related products and services including those provided to migrants in their countries of origin like cross border mortgages. Citibank mentioned that in the US it is not easy to offer new financial products to the underserved migrant market because of a “cash culture” that frequently is a norm in their home countries and therefore carried to the destination country. This cash culture hinders the achievement of market efficiency necessary to offer commercial products through, for instance the use of Internet banking, ATMs etc. ICICI reported that in India technology plays an important role as a change agent. There is a pressing need to ensure technical and financial education of the clients - particularly those at the bottom of the pyramid. Additionally, two major change agents, viz., a) the use of technology and b) cross-border partnerships have the potential to transform the industry. Technology can help to lower transaction costs and provide a wider distribution channel while partnerships can help to scale faster, bring products to migrants that their families in the home country cannot afford, and reach more people in need of services.

Participants emphasized that demand for innovative products does exist. While it is important to offer products and services tailored to the needs of the customers, the demand analysis undertaken by companies introducing new products and services for the segment of the market at the base of the market is inconsistent. Additionally there is a gap between needs of consumers using informal channels and those using sophisticated channels, which requires to be bridged or accommodated. New remittances-linked products identified by the private sector that whilst being potentially profitable can generate development benefits range from insurance, pensions, savings, and asset building investments such as housing. Remittances in this context serve as a mechanism to offer such products to a variety of customers - including expatriate workers who can afford these products and understand the benefits they provide for their families at home.  

In general, the private sector (a) recognizes the demand for innovative financial products linked to remittances, and (b) that such products while contributing to the business of the companies are also supportive of the development objectives. For instance, the development-added products can help the private sector to differentiate their product offering, gain new customers and improve brand recognition thereby strengthening the bottom line. However, the private sector, in many cases needs to improve its understanding of this new market, develop new products and/or adopt products that are tailored to the needs of this consumer segment.  In some cases the transaction costs of strengthening/creating a new market may be large and may require private public partnerships for their commercial offerings.
Barriers to Entry and Regulation

Presentations were made by representatives from the Office of International Banking and Securities, International Affairs, of the US Treasury and Western Union, a leading provider of money transfer services. 

Discussants reported a range of regulatory and market barriers that stand in the way of utilizing the potential of remittances. Governments should encourage participation in the money transfer market and leveling the playing field for both banking and non-banking institutions. An increase in competition would invariably lead to greater choice for customers and lowering of cost of money transfer. It was highlighted that money transfer does not constitute deposits and the regulation often does not take this into account. Accordingly, if remittances are to function as a platform for inclusive finance, all institutions that are able to reach the recipients should be able to participate in the market. This is usually not the case, at present.  Money transfer companies note that regulators lack understanding of their role and operational challenges and feel that their industry is unjustly labeled as “high risk”. Banks on the other hand feel that they are placed at a disadvantage by very tight regulation in comparison with non-bank financial services provider, for instance in the areas of customer identification as well as international currency exchange rates.   
Other barriers include taxing of remittances (very inefficient), foreign exchange regulations, access to banking and financial systems for money transfer companies and their agents, and a lack of clarity of the applicable regulation and legal framework. There is a disconnect between regulatory environments of the supplying and receiving countries. Complex and inconsistent regulatory regimes in the US and in EU were also cited as barriers to lower transaction costs of remittances as well as towards providing cost effective banking services to the currently unbanked or underserved population. 

Multilateral organizations and banks can play an important role by joining forces and ensuring that the regulatory framework is uniform for both banking and non-banking money transfer companies to function in receiving countries and between remittance sending and receiving countries.  In addition to providing and enabling environment and institutional strengthening in recipient countries - common supervisory agencies, it is important to strengthen the deepening of the financial sector as well greater recognition of the non bank remitters. This would enhance the benefits of remittances and in providing access to remittances and financial services. This takes on additional importance in crisis and post crisis countries where remittances are critical resources and the private sector is unable to operate efficiently on its own.

Private/Public Partnerships

Presentations made by the representatives of the UK Remittances Task Force and International Organization on Migration, Guatemala emphasized that private and public sectors have many common objectives some of which include the widening of the consumer base, enhancing access to basic goods and services as well as financial services, creation of new goods and services, ensure appropriate delivery mechanisms and a transparent, accountable, participative and competitive environment.  

Public Private Partnerships (PPP) can help to ensure a smooth transition from the informal remittances to formal remittances and providing increased access to remittances based financial products that are inclusive and address the needs of the poor and the disadvantaged population. Such partnerships can assist the private sector by (a) offsetting new products risk for the commercial sector through leveling the playing field, (b) greater access to unreached consumers, (c) introduction of new technology, (d) improving inancial and technical education of the consumers and (e) by bringing in private sector entrepreneurial skills in improving financial infrastructure including automation of money markets and setting of service and credit standards.  Additionally (particularly in the case of countries recovering from crises), PPPs can help to manage risk with the offering of new products and enable the development of new markets where business profitability takes longer than in the case of mature markets and developed economies. 
Multilateral organizations can assist local governments and work with regulators to ensure consistent and appropriate regulation that creates an enabling environment for remittances and allows companies, both banks and non-banks, to expand their offering. Such efforts should involve the Private Sector. PPPs can encourage the private sector to emphasize longer term rather than short term planning, improve trust and confidence to cooperate between various stake holders including governments, private sector and the civil society, improve outreach efforts through capacity development at human, institutional and systemic levels and create mutually beneficial win-win scenarios. 
It is critical that multilateral agencies and private sector should partner and also involve civil society, wherever necessary to enable the development of innovative new commercially viable products that can help to further the development impact of remittances – viz., savings products, improved credit availability, insurance and other markets based safety net mechanisms, and enhance investment opportunities. 

4. 
Recommendations for Action for UNDP 

The final session focused on the role of UN/UNDP and Private-Public Partnerships to overcome barriers, and market and policy failures while promoting good business practices.

Some of the key recommendations for actions developed by the forum included:

i.
Presence on the ground: UNDP is deeply involved in implementation of projects at the ground level – it can use this presence to communicate with and convene diverse stakeholders including NGO’s, private sector, diasporas, home town associations and development institutions to share knowledge about the productive uses of remittances. UNDP can work with the government to create enabling environment for domestic private sector development, make access to inclusive financial services as a part of the poverty alleviation agenda and ensure that migration and remittances issues are in intrinsic component of Poverty Reduction Strategy Papers (PRSPs) and national development strategies.
ii.
Advocacy: UNDP can act as a mediator between money service businesses, financial institutions, and government regulators to seek solutions to address the current complex regulatory frameworks including those between banking and non-banking remitters that create barriers to entry. A clear definition of roles and responsibilities will help set industry standards for customer needs. UNDP can work with regulators to ensure a level playing field for remittance industry and help ease the access for the industry. 

iii.
Education: UNDP can play a community and advocacy role in developing and implementing education programmes for remitters for financial and technological awareness by creating a knowledge sharing mechanism. 

iv.
UNDP can foster public private partnerships to develop new products and methodologies to increase the value of remittances for development.  It can play a lead role in disseminating the know-how gained including through south-south cooperation. It can promote global partnerships for rural development and strengthen the domestic private sector within the framework of MDGs while sharing and disseminating good practices.
v.
Role of a multilateral organization like the UNDP becomes increasingly important in providing access to remittances and financial resources in the recovery processes in crises and post crises countries where the private sector is unable to operate efficiently on its own. 

The input from the Forum will provide UNDP guidance in focusing efforts to strengthen local capacities and build innovative public private partnerships to generate livelihoods and economic growth. Participants urged UNDP to work in partnership with the private sector to enhance the access to broad based savings, credit, insurance and pension services to those at the bottom of the pyramid while strengthening the policy environment and capacity development at the local level.
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