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Remittance flows are an important source of financial support for citizens in developing
countries. Cross-border remittance flows can be carried out through different channels
depending on the availability of services, payer preferences and institutional environment.
The choice of remittance channel can be influenced by a variety of factors, such as the
type of institutional infrastructure available in the host and home countries, ease of access
to common financial institutions, availability and speed of remittance through alternative
channels, differential costs of remittance, government regulations, incentives offered by
the home country in the form of tax breaks and interest rates, identification requirements
and procedural burdens imposed by common channels. The ability to correctly identify the
remittances flow channels and to convert them to productive use through their identification
and formalization with proper financial literacy can increase economic development and
should therefore be encouraged. This article examines main channels of remittance,
identifies factors influencing the state and prospects of development of remittance channels
from labor migrants, determines the volume of remittance through main, as well as their
costs, and suggests ways to solve the main problems arise when labor migrants remittances
made. Specific and representative data on migration and remittance flows through the
main provide more detailed and reliable information at national or local level. This article
describes the impact of remittances in the case of Ghana, one of the countries on the
African continent.

Key words: remittance, remittance flow, international labor migration, money transfer
channels, transaction costs, infrastructure, transactions, donor countries, recipient
countries.

Momoku epowoBux nepekasig Bidizpalomb K/0408y pO/b SIK Oxepesio  hiHaHCOoBOI
niompumku 0715 0omo2o0crnodapcms, 0CO06/UBO Yy KpaiHax, Wo po3susaombcs, de
doxodu Bi0 mpydosoi Miepayii yacmo € 0CHOBHUM abo dodamkosuM dxepesioM 3acobis
00 ICHyBaHHSl. TpPaHCKOPOOHHI epowosi MNOMOKU MOXymb 30ilicHoBamucs 4epes
wupokuli criekmp oghiyiliHuX ma HeoiyilHUX KaHasiB 3a/7exHo Bi0 piBHA AocmynHocmi
biHaHCcoBUX noc/y2, B10006aHb BIONPaBHUKA, MexHO/102i4H020 npozpecy, ocobausocmeli
peaynismopHo20 cepedosuwa, a makoX eKOHOMIYHUX | coyiasbHUX YMOB SIK Y KpaiHi
MMOX00XEHHS, makK | 8 KpaiHi ompumysaya. Ha Bubip kaHa/ly 2powoBo20 nepekasy Briusae
CyKynHicmb ¢hakmopis, BK/OYar4u murn 00CmynHol iHcmumyyitHoi iHghpacmpykmypu,
sleekicms ma 3py4Hicmb BUKOpUcMaHHs ohiyiliHuX (hiHaHCOBUX IHCMPYMEHMIB, WBUOKicMb
docmasku Kowmig, Bumpamu Ha mpaH3akyii, piseHb 008ipu 00 (hiHaHCOBUX yCMAaHOB,
obMexeHHs1 abo 3abopoHu, nepedbayeHi HayioHaslbHUM 3aKOHO0asCmBOM, a MmaKkoxX
HasigHiCmb cmuMmy/iiB 3 60Ky 0epxasu y 8u2/1510i M00amKoBUX Misibe, cybcudili Yu BURIOHUX
MPOYEHMHUX cmasoK. 3Ha4Hy posb Bidiepatomb MakoX BuUMO2U W000 [deHmugpikayil,
rnpoyedypa NpoxodxeHHs KOHMPOJII0, piBeHb Yughposoi 2paMomHocmi Kopucmysadig ma
docmyn 00 iHmMepHemy abo MO6I/IbHO20 38’3KYy. 30amHicmb ehekmusHO BU3HaYamu
KaHa/lu 2powosuUX nepekasis i mpaHchopmysamu iX y npodyKmusHe BUKOPUCMAHHS €
K/1K040BOK0 yMOBOIO 07151 326€3MeYeHHs1 Cmasio20 eKoHOMIYHO20 3pocmaHHs. dopmanizayis
MOMOKIB 2pOWOBUX KOWMIB, MOCU/IEHHS (DiHAHCOBOI 2pamMomHocmi ompuMyBayis ma
PO3BUMOK CydacHUX yughposux ¢hiHaHCOBUX CePBICI8 MOXYMb 3HAYHO MidsuWUMU iX BNAUB
Ha eKOHOMIYHUU pO3BUMOK SIK Ha MIKPO-, Mak | Ha MakpopiBHsIX. Y 38'3Ky 3 yuM 0cob/1uBoi
yBaau rnompebyoms MexaHi3mMu mompuMKku ma cmuMy/iroBaHHs nepekasis 3 60ky ypsiois
ma MiKHapOoOHUX OpaaHi3ayil, 30Kkpema 4Yepe3 3HUXEeHHSI KOMICIl, po38UmokK hiHaHCcoBOI
iHGbpacmpykmypu y siodasieHux palioHax, & makox 3arnposacXkeHHsl OCBIMHIX npoapam 0/1s
MiepaHmis ma IxHix poOuH. ¥ 0aHili cmammi nposedeH0 KOM/IeKCHe O0C/TiOXEeHHS OCHOBHUX
KaHanig nepekasly 2powoBUX KOWMIB, MpoaHani308aHo ¢hakmopu, WO Br/1UBaKMb Ha
IXHIll pO3BUMOK, @ MaKoX OYIHEHO nepcrneKkmuBu BOOCKOHA/IEHHS MexaHi3MiB 30iUCHEeHHS
rnepekasis mpyoosumu micpaHmamu. HasedeHo Ki/lbKiCHI MoKkasHUKU 06cs2i8 nepekasis 3a
PI3HUMU KaHa/iaMu, oxapakmepu308aHO BUMpamu, nos’s3aHi 3 mpaH3akyisimu, i BUSIB/IEHO
OCHOBHI 6ap’epu, siki cmpuMyroms echekmusHy pobomy cucmem 2poWoBsuX nepekasis. Ha
OCHOBI perpe3eHmamuBHUX cmamucmuyHUX 0aHux rpo MiepayiliHi npoyecu ma 2powosi
nepekasu BUBEOEHO MpakmMuyHi pekomMeHoayil wodo onmumisayii MexaHiamis nepekasy
kowmis. Ocobnugy yBazy npudineHo aHanizy cumyayii 8 [aHi — KpaiHi aghpukaHCbKo20
KOHMUHEHMY, sika € MpuknaooM depxasu, 0e epowosi fnepekasu marms nomyxHul
coyiasibHO-eKOHOMIYHUU Br/IUB.

KnrouoBi cnoBa: 2powosi nepekasu, MKHapoOHa mpyoosa Miepauyisi, kaHa/iu nepekasy
2powoBuUX Kowmis, mpaHcakyiliHi sumpamu, iHghpacmpykmypa, mpaHcakyii, kpaiHu-0oHopu,
KpaiHu-peyunieHmu.
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Formulation of the problem. Channels of
remittance transactions are wide and vary a lot, and
every choice made between them depends on a
number of factors, including cost of sending money
abroad, delivery speed, information technology
infrastructure at the sending and receiving locations,
hidden costs in foreign currency transactions, security
of funds etc. However, it can be difficult to calculate
remittance statistics when taking into account even
all available sources, especially informal ones.
Remittance service providers are also quite innovative
and new transaction channels are constantly being
developed. There are money transfer institutions in
all parts of the world that are often unregistered or
unlicensed and are not a subject to any regulation.
Reliable data and information about these channels
is often lacking, making it difficult to track remittances
through these channels. As a result a research on
this issue is important when estimating the volume of
remittances by international labor migrants.

Analysis of recent research and publications.
Fundamental theoretical and practical problems
of the study of remittances by international labor
migrants are highlighted in the works of D. Rath,
P. Alvarez, J. Irving, S. Mohapatra, S. Plaza. S. Medle,
J. Szczyklinski, A. Kosse, M. Siegel, M. Luque. The
World Bank, the IMF, the European Central Bank, the
OECD, and other global organizations collect and
evaluate data on remittance channels and the volume
of funds flowing through these channels. Specific and
representative surveys on migration and remittances
can provide more detailed and reliable information at
the national or local level [1-4].

The purpose of the article is to study the main
channels of remittances; to identify the factors
influencing the status and prospects of developments
on remittance channels from labor migrants; to
determine the volume of remittance by the main
channels, as well as their costs; to propose ways of
solving main problems arising when remittances by
labor migrants occur.

Research methods. Main methods used writing
this article in order to study channels of remittance by
international labor migrants are methods of statistical
and logical analysis, synthesis, comparison and
historical method, alternative analysis, grouping and
survey methods. Inanalyzing the impact of remittances
by international labor migrants on the socio-economic
development of emerging markets, the author uses
economic and mathematical modeling methods
such as factor analysis, correlation and regression
analysis, graphical and analytical modeling.

Presentation of the main research material.
Remittances are household income from other
national economies that arise mainly as a result of
temporary or permanent movement of economically
active people to these national economies [5].
Remittances include cash and non-cash receipts that

come through formal channels (both electronic and
traditional — within financial institutions) or through
informal channels such as cash or goods transported
by international labor migrants or other authorized
persons across the national border to the country of
origin.

Thus, remittances are a key lever for influencing
pace of socio-economic development in the labor
donor country both at the micro level (household) and
the macro level (state). Accordingly, remittances by
international labor migrants can have a significant
impact on poverty reduction, macroeconomic stability
and financing the modernization of industries and
sectors of the national economy of the labor donor
country. For many countries, this transfer is a
significant and stable source of foreign exchange
earnings, which sometimes exceeds the amount
of Official Development Assistance or foreign
direct investment [5-6]. Even though remittances
often exceed other sources of funds to labor donor
countries, it should be kept in mind that these are not
public but private funds. Accordingly, this determines
the specifics of these transfers and public policy
that is formed in this area, considering a wide range
of micro- and macro-level features, including the
behavioral factor in the behavior of economic agents.

Remittances by international labor migrants as
an economic phenomenon require an appropriate
infrastructure for proper functioning. A key component
of this infrastructure are the channels of remittance
within this transfer. According to the ECB study [3],
remittance channels of international labor migrants
are essentially a way for private individuals employed
abroad to transfer accumulated funds to other private
individuals in the country of origin, which can be either
formal or informal and depend on the specifics of the
technology used in the transaction.

Accordingly, considering  the  remittance
channels of such transfer as a complex economic
phenomenon that is formed at the edge of financial
market infrastructure and relations between different
economic agents, we note that the channels of
remittance by international labor migrants face many
barriers to adequate functioning and development. In
this context, one of the key limiting factors in terms
of transfer channels is excessively high level of costs
for the transfer, namely, the FX commission for this
transaction.

In particular, there is a regional differentiation in
the level of costs for making money transfers from
different countries (primarily the most economically
developed regions, i.e. Europe and North America)
to countries of origin of international labor migrants.
For example, the FX commission for a remittance
from the EU to Africa varies from 3.83% (Belgium) to
6.60% (Portugal) as of Q4 2021 [7] (Fig. 1).

This situation can be explained by number of
reasons, including peculiarities of national legal
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Fig. 1. Costs of making a money transfer in the digital transaction channel from the EU to Africa,
% of FX commission, 2021

Source: compiled by the author based on data from [7]

and regulatory frameworks of respective countries,
specifics of financial sector in these countries and
different levels of access to digital financial services
in individual countries. Accordingly, such a difference
in the level of commission for making a remittance to
a labor donor country can significantly affect number
of critical aspects at micro level in terms of financial
behavior of an international labor migrant, namely

— propensity to make money transfers through
formal or informal channels;

- frequency of money transfers to the country of
origin;

— decision by international labor migrants to save
or invest earned funds in the country of destination or
country of origin;
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- limiting the level of current consumption by both
international labor migrant and members of his or her
household due to high level of commission costs.

It should be emphasized that the cost of making a
small money transfer (in the amount of USD 200) is
gradually and steadily decreasing (Fig. 2). In particular,
the average level of FX commission for a money
transfer from the EU to Africa over a 5-year period
decreased from 6.94% (as of Q4 2016) to 5.80% (in
Q4 2021) [3]. This amounted to a — 1.14 percentage
point decrease in transaction costs, meaning that the
level of bank fees in this context decreased by almost
one-fifth (-19.66%).

It is worth noting that the European Commission
expects further reduction in level of costs for
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Fig. 2. Costs of making a USD 200 money transfer. USD from the EU to Africa, % of FX commission,
Q4 2016 - Q4 2021

Source: compiled by the author based on data from [7]
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remittances by international labor migrants to their
countries of origin. In this regard, the European
Commission has analyzed historical data, which
revealed a downward trend in the level of bank fees
for money transfers from the EU to Africa and predicts
further reduction in the level of FX fees for this transfer
under two main scenarios (Fig. 3).

The first scenario (based on historical trend of an
average annual reduction in the FX fee by -3.99%
from 2016 to 2021) envisages a reduction in FX fee
for a USD 200 money transfer from the EU to Africa
from 5.80% as of 2021 to 4.02% in 2030 (forecast).
Accordingly, under the first scenario, the cost of this
transaction is expected to decrease by — 1.79 pp, or
more than 1.4 times (-44.3%) over the forecast period
of 2022—-2030.

The second scenario takes into account changes
overthe last period of the analysis (2021), for which the
European Commission analysts had available actual
data. Accordingly, under this analytical approach, the
forecast is based on FX commission reduction data
at the level of -10.71% in 2021 compared to 2020,
which is further extrapolated to forecast period until
2030 [7]. It should be noted that the second scenario
is more optimistic compared to the first scenario
described above.

Under the second scenario, reduction in FX
commission for a USD 200 money transfer from the
EU to Africa is projected to drop from 5.80% as of
2021 to 2.10% in 2030 (forecast) [8]. As a result,
the second scenario is expected to reduce money
transfers costs by — 4.70 percentage points, or more
than 2.7 times (-176.2%) over the forecast period of
2022-2030.

Accordingly, this significantly contributes to
fundamental changes in remittance channels of
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international labor migrants [7-8]. In particular, the
key results include:

1. Increase in the level of financial inclusion of
both international labor migrants and their household
members in the country of destination and the country
of origin;

2. Positive impact on propensity of international
labor migrants to use formal channels for remittances
to countries of origin, as opposed to the practice of
using informal channels for saving money;

3. Development of digital financial market
infrastructure in both the donor and recipient
countries.

4. Increasing the level of transparency in terms of
global, regional, and national flows of remittance by
international labor migrants.

In scope of problems of developing remittance
channels for international labor migrants a number
of key challenges are identified (Figure 4). Let us
consider these challenges in more detail.

One of the key issues is difficult access to official
channels for financial transactions. This is due to
the excessive amount of required documentation
and procedures, as well as the inaccessibility of the
financial system infrastructure in whole. This may
be due, for example, to the recipient's residence in
rural areas where banking infrastructure is barely
represented, or to poor communication quality,
which makes it impossible to use financial services
effectively, especially in a digitalized environment.

Another key challenge in remittance channels
is the high cost of transactions. This pushes
international labor migrants and their household
members in labor donor countries to use informal
remittance channels. This is primarily since these
channels offers more attractive conditions for making

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

=0=Scenario 1. Reduction of FX commission until 2030.

=0==Scenario 2. Reduction of FX commission until 2030.

Fig. 3. Estimated cost of a USD 200 money transfer from the EU to Africa. USD from the EU to Africa,
% FX commission, 2021-2030

Source: compiled by the author based on data from [7]
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Fig. 4. Key challenges in terms of remittance channels for international labor migrants

Source: compiled by the author based on data from [7-8]

transfers to the sender's country of origin in terms of
cost savings.

In this context, low level of accessibility to digital
financial services also poses challenges. One of the
main reasons for this situation is poor development of
digital infrastructure, primarily in the country of origin
of international labor migrants. The limitations in this
context include, first, the low penetration of digital
devices among population; second, the poor quality
of communication coverage of certain regions and
territories of the country of origin — mainly rural areas
and remote inaccessible areas, where international
labor migrants often come from; third, the insufficient
development of digital services in the country of origin
in terms of financial institutions, mobile operators and
other players in the digital financial services market;
fourth, the low level of financial literacy of social
groups, international labor migrants and members of
their households originate from,; fifth, the insufficient
level of financial inclusion in both national and
regional sections in labor donor country. All this leads
to complications in the context of modern digitalized
environment and, accordingly, is a significant barrier
to the adequate functioning of transfer channels.

Another important challenge is the widespread use
of informal remittance channels by international labor
migrants. This practice has developed for several
reasons, both objective and subjective. First, informal
remittance channels offer services at a lower cost,
which is a key factor in decision-making process of
international labor migrants and household members.
Second, the specifics of the financial behavior of
this category of citizens predetermines attraction to
informal remittance channels, which are seen by the
sender and household members as more attractive
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over formal channels taking into consideration all
characteristics. Third, there is a specific legal culture
among international labor migrants and their household
members that determines their preference for informal
channels. Fourth, the use of formal remittance channels
is often difficult for both the sender and the recipient of
the transfer, and thus international labor migrants and
their household members tend to use informal channels
to avoid bureaucratic and infrastructural constraints.

In this context, the low degree of harmonization
of financial sector regulatory framework is also
important. It should be noted that addressing
behavioral and infrastructural factors is not enough
for the system to function adequately. This is due
to the significant negative impact of inadequacy of
the legal and regulatory framework, which creates
corresponding unfavorable environment in the context
of the widespread use of formal transfer channels.

In order to overcome the above limitations, a set
of potential solutions is used to ensure the adequate
functioning of remittance channels, including a
number of inclusive, infrastructural, and regulatory
changes (Figure 5). It is important to note that these
measures should be implemented systematically and
in a coordinated manner, which will make it possible
to achieve an adequate level of efficiency of these
changes in the field of remittance channels for
international labor migrants.

In this context, the example of Ghana is of scientific
and practical interest [5; 7-8]. This country ranks
No. 2 in Africa in terms of the weight of remittances
by international labor migrants in relation to GDP —
in particular, in 2021, the volume of this transfer to
Ghana amounted to 4.5 billion US dollars and as a
percentage of the country's GDP reached 5.9% [7].
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increasing level of financial literacy of both international labor
migrants and members of their households

improving digital infrastructure in the labor donor country

transfer channels

improving the state of infrastructure and data collection practices
regarding transfer channels, which will contribute to increased
transparency
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planning and implementation of regulatory reform in order to
improve the environment of official transfer channels

Fig. 5. A set of potential solutions for the development of modern channels
of remittances by international labor migrants

Source: compiled by the author based on data from [7-8]

It is worth noting that international labor migrants
from Ghana mainly live and work in large economically
developed countries — the United States and the
United Kingdom, as well as in the economic leader
of their region — Nigeria. This, accordingly, leads to
a relative high level of earnings of Ghanaian citizens
employed abroad and, as a result, contributes to a
more significant volume and frequency of remittances
by international labor migrants to Ghana.

The level of financial literacy and digital penetration
in Ghana is quite high. In particular, the level of
financial inclusion in Ghana is 58%, and the national
mobile money market is developing at the highest
rate in Africa. Accordingly, the trend of adopting
digitalized money transfer instruments in Ghana has
grounds for strengthening. At the same time, the cost
of remittances from the EU to Ghana is almost at
the global level — 7.52% and 7.32% as of Q4 2021,
which is generally the average level of commission
for remittances to African countries [7].

Considering this, the government of Ghana is
making efforts to manage the current situation more
effectively by normalizing these socio-economic
relations, as well as stimulating the long-term growth
of the national economy. One of these steps is the
introduction of a digital transfer fee (the so-called
E-LEVY) [8, 10-11]. Legislation on this fee was
introduced in May 2022 and imposes a 1.5% fee
on all digital money transfers (including transfers
from both bank accounts and mobile e-wallets) with
an equivalent of EUR 13 (as of May 2022) or more.
Only domestic transactions are subject to this fee.
Currently, incoming money transfers to Ghana from
other countries are not subject to this fee.

The Ghanaian government sees the key goal of
these regulatory changesin the field of remittances —in

addition to filling the national budget — as regulating
the situation with formal and informal channels
of remittances by international labor migrants.
Additionally, the Ghanaian government seeks to
achieve a higher level of financial inclusion within the
country through these regulatory changes, as well as
to support the digitalization of the national economy.
In the context of developing financial inclusion and
stimulating socio-economic growth, the government
of Ghana plans to develop a comprehensive
state policy for the development and distribution
of digitalized financial services to the population.
In this direction, the government of Ghana also
plans to move towards the introduction of a digital
national currency — the eCedi Central Bank Digital
Currency [7; 10-11]. Accordingly, the development of
remittance channels for international labor migrants
is a complex task that requires, firstly, meeting the
needs of key stakeholders in this area, secondly,
addressing key barriers at the micro and macro levels,
including the behavioral nature of the main economic
agents in the context of this issue; thirdly, attracting
latest technologies to implement an effective solution,
primarily a digitalization tool.

Conclusions. The analysis of labor migrants’
remittance channels has shown a trend of steady
reduction in the level of costs for transactions by
official channels. The status and prospects for
development of remittance channels are influenced
by a number of factors of different nature, including
difficult access to official channels, high transaction
costs, weak digital infrastructure, excessive weight of
informal channels in this area, and the state of legal
and regulatory framework.

In the context of building modern formal
remittance channels, a set of solutions should be
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applied in the context of building modern remittance
channels for international labor migrants, including,
first, improving financial literacy of both international
labor migrants and their household members;
second, improving digital infrastructure in the
labor donor country; third, improving infrastructure
and data collection practices related to remittance
channels, which will increase transparency; fourth,
planning and implementing a comprehensive
policy framework for the development of modern
remittance channels. This should ensure the
effective development of modern formal remittance
channels at both micro and macro levels.
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