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· General Considerations of Costs and Benefits of Migration

Migration carries with it both economic costs and benefits for the origin or sending countries. Striking a balance between the two is difficult and challenging, and the tools for measurement of these economic impacts are imprecise.  There are many factors that impose costs and many others that confer benefits, but coming to conclusions about their relationship and order of magnitude is controversial and impossible to do in a definitive manner.  Many factors must be taken into account in evaluating the impact of migration on development.

The ways in which migrants interact with their home country from an economic point of view are varied, and a framework for discussion of this issue should consider all types of relevant interactions.  These include: remittances; foreign direct investment from emigrants to their countries of origin; tourism from migrants; purchases of imports of goods and services by migrants from their countries of origin which creates markets for these products abroad; and donation of goods and services by migrants through philanthropic actions for local communities back home. The importance and impact of such relations will vary from country to country and even from communities within countries.

· Remittances

Remittances are the best known and most widely publicized channel for economic interaction by migrants with their home countries.  The amount of remittances worldwide was estimated by the World Bank to have been $318 billion (US) in 2007.  However, the total amount was much larger (as much as $400 billion), as informal flows of remittances through relatives or unregulated transfer agents are not recorded. Developing countries were the destination for around 70% of total remittances. Latin American and Caribbean (LAC) households received around $66.5 billion of this amount in 2007, and are estimated to receive around $67.5 billion in 2008, although the value of these remittances has been depreciated in real terms by inflation and a weaker US dollar (source:  IDB Multilateral Investment Fund).  Until 2007, remittances to the LAC region had grown by double digits every year.  Notwithstanding this slowdown, the value of remittances to Latin America and the Caribbean still surpasses all the overseas development aid and foreign direct investment combined.  Mexico was the third largest recipient country for migrant remittances in 2007 (after India and China and just before the Philippines – from the World Bank’s Migration and Remittances Factbook 2008).  

The developmental impact of remittances is a matter of controversy.  Remittances may not be used for productive purposes in the home countries and usually serve to augment current household income and support direct consumption.  It seems that only a relatively small portion of remittances is used for investment. In supplementing household income, remittances may increase inequality and create dependency.  However, remittances serve as a factor in poverty alleviation in the short term. As the vast majority of remittances are destined for individual households, they thus constitute an important safety net for poor families, who rely heavily on them for basic expenses such as food, clothing and health care.

· Loss of Skilled Workers

The loss of skilled workers from sending countries is an important aspect of the relationship between migration and development.  Known as the “brain drain” phenomenon, the loss of trained workers and highly skilled people is perceived to be the most serious cost of migration.  This loss imposes several costs on the home country, including: the cost of the education itself (implying a subsidy from developing countries in Latin America and the Caribbean to the developed country destinations chosen by emigrants); a fiscal cost through loss of tax revenue; and a systemic loss that can affect the institutional basis of an economy. The involvement of the receiving country through helping to subsidize some of the education programs for the formation of skilled workers needed abroad could help to counteract some of this loss.

· Acquisition of Skills and Capital by Migrants

              Migration is almost always a winning proposition for the individual migrant who is often able to benefit from acquiring skills in a new labor market and to save capital.  However, some studies have shown that not all migrants actually learn new skills that can be transferrable to and benefit the home economy. This depends to a large degree on the profession or economic activity in which migrants are engaged abroad.

· Creation of Networks by Migrants and Programs by Governments

 Migrants create ‘transnational networks’ to maintain interaction with their home countries.  These networks involve many different types of economic activities that often confer benefits on the sending countries.  Important in this context are investments in the local economy, return tourism, philanthropic giving for community development at the local level, fundraising activities, and consumption of goods and services that fosters local production and international trade.  It is difficult to estimate the magnitude of the economic impact stimulated by these transnational networks.

               Governments of origin countries for migrants have been recently active in designing programs to encourage migrants to return and re-integrate into their home countries after they have acquired skills and capital abroad.  Programs to encourage migrants to maintain links with their home include: the possibility of retaining dual citizenship; the right to vote while abroad; the establishment of savings programs to encourage home ownership; time-limited fiscal incentives for re-integration in the domestic labor market; community outreach programs through consulates abroad; and the negotiation of agreements for the treatment of migrants with major destination countries.  

· Policies to promote the Developmental Benefits of Migration

Although the overall developmental impact of migration is difficult to ascertain, certain policies could be suggested to promote the potential benefits of migration.  These would include:

i) ensuring the portability of pensions earned by migrants abroad when they return to their home countries;

ii) lowering the costs for the transfer of remittances and ensuring that fees charged are transparent and at a competitive level;

iii) participating in the design and undertaking of programs for the education and training of certain categories of workers in the countries of origin, such as teachers, medical personnel and construction workers;

iv) changing the emphasis of immigration policies in developed countries away from a predominant focus on recruitment of skilled workers;

v) moving to a cooperative approach towards the definition of migration control and development policies between sending and receiving countries.


The concept of “co-development” recognizes that source and destination countries for migrants form part of a single transnational space. Making this concept operational suggests that the most effective means to benefit from migration for all parties is through coordinated migration control and development policies.
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