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Executive Summary

Within the framework of the project on “Beyond PdyeAlleviation: developing legal,
regulatory, institutional framework for leveraginggrant remittances for entrepreneurial
growth in Moldova”, the ILO, in cooperation with MDChisinau, is conducting research
on the characteristics of remittances sent by Mdado migrants residing in ltaly.
Accepting that migrants may not have the entrepneale skills or drive needed to
successfully start a business and contribute tetomomic development of the country,
an alternative approach is to increase the voluhtemittances transferred through banks
(and the savings rate of migrant clients) theretoydasing the banks’ available capital for
loans for entrepreneurs. A key component of thseaech is an assessment of the different
methods used by migrants to transfer money and tbasons for preferring a specific
method. In addition the study also identifies tioéeptial role of employers’ and workers’
organisations in promoting or assisting migrantsuging formal financial channels
(banks) for transfers of remittances. The study wadertaken in October and November
2007 in Rome and Modena. The report is based orewewf available literature,
interviews with Trade Unions, Employers’ Organisas, Moldovan migrants in Italy, as
well as financial providers and local authorities.

The majority of Moldovans in Italy are employed tire domestic work or social care
sectors (25 and 39 per cent respectively). Conspructhe third largest sector, accounts
for 19 per cent of employment. Women constitutep@t cent of Moldovan migrant
workers in Italy and there is a clear gender relat®ision of work. Construction is male
dominated, whereas women account for the majofityarkers in the domestic work and
health care sectors. Common for all three sec®ithat they are comprised mainly of
small or private employers, frequently in the imfiad economy. Consequently, many
migrants find themselves isolated without easy sec® information and support
(particularly for domestic and health care worke&h® often “live in”). Migrants express a
lack of knowledge of basic information concerningt only financial transfers, but also
their rights as migrants, procedures for obtaimggular status in Italy and how to access
help and assistance in these matters. There idsenee of formal networks through
which to obtain this kind of information, and nowé the employers’ or workers’
organisations interviewed for this study conducsadive outreach activities or were
involved in any activities to facilitate remittarsce

Concerning remittances, the majority of migrants ascombination of informal services
and money transfer operators (MTOs) notably Westénion and Money Gram for
transferring money. The preferences are largelijpémiced by access (both in Italy and
Moldova) to the services and migrants’ knowledgéehef individual methods. The fear of
registration of the transaction by the authoritéso affects the choice of method. The
latter is a direct result of many Moldovans beirrggular migrants, along with a profound
mistrust towards Moldovan banks, public sector lfblialian and Moldovan) and the
Moldovan government in particular.

The study reveals a clear need for both the dewaop of channels for reaching the target
group in awareness raising campaigns, as wellrasffrmation, in Rumanian/Moldovan,
on the cost of transferring money through differagéncies and step by step guides on
how to open a bank account and order money trangfierough banks). There is also a
need to sensitise Moldovans to the option and thearstages of transferring through
banks and the savings products they offer. Theaegieat potential for the social partners




to participate actively in both the developmentetworks to reach migrants as well as
conducting the actual awareness campaigns. Howewverder to achieve this, awareness
raising also needs to be conducted among the soaitilers themselves, at both national
and local level on the situation of Moldovan migrarorkers and the kind of assistance
they are in need of. The environment does not apeaay yet for direct involvement by

individual employers to assist in transfers, nothsre currently any support from the
employers’ organisation on behalf of its membersptosue such an idea. However,
employers’ and workers’ organisations in a numbeseztors have expressed support for
dissemination of information material among theemfbers.
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1. Introduction

A key element in the discussion of migration and dontribution to economic

development is remittances. Remittances have aifismmt potential for generating

economic growth. In countries such as Moldova watHarge diaspora the value of
remittances exceed both that of FDI and developnassistance. However, while
remittances used for consumption provide a findngjaction into the national economy,

it is clear that special efforts need to be puplexce to facilitate economic development
through remittances (IFAD 2004). As pointed outNdgreno-Fontes and Cantu-Bazaldua
(2005), remittances are private transfers and thiieah contribution of remittances to
economic growth depends on a range of factors, ainehich is the extent to which

migrants use formal financial services.

Increasing the use of formal financial channelstfansferring remittances constitute an
important factor for continued economic growth (WoBank 2005:23). Frequently,
remittances are relatively small amounts, whichcarekly used. However, if these small
amounts instead are channelled through financisiitinions, the volume alone will
generate available capital for investments by @néreeurs in start-ups and expansions of
enterprises. This also addresses a problem frdguemtountered when focussing solely
on promoting business creation among migrants hed families: that they may very
well face obstacles such as lack of training oregmmeneurial skills preventing them from
successfully investing in or operating a business.

Remittances tend to follow a cyclic pattern whereyt decrease a few years after the
migrant has left his or her country of origin. Timsplies that unless the greatest possible
multiplier of economic development through remittes is achieved, Moldova risks
becoming a country which has to continue to rely raigration for its economic
prosperity. Employment creation through increassazhomic development may provide a
genuine alternative to migration, and avoid the neoaic peril associated with
demographic decreases in population. Facilitatenittances back to Moldova into the
formal financial system represent one componentifeating an environment conducive
to economic growth and the return and reintegratibmigrants. However, there are a
range of obstacles, which are currently limiting #xtent to which this is taking place.

One main obstacle and a frequent issue for migiangeneral is absence of information
as to the available formal methods and the assatiaist. The absence of information is
exaggerated by the language barrier particulanyrdéoent arrivals. A lack of trust in the
formal financial system, or understanding of howatcess its services may further
contribute to migrants resorting to the less semfigmal methods or the more expensive
money transfer operators (MTOs) for remitting thesrnings. To better guide migrants’
choices concerning remittance transfers a moreotlghr understanding needs to be
established as to the factors influencing theiricgioMigrants’ access to information is
facilitated by the efforts of several different gps which are working to assist migrant
workers. These groups include national associgtiomssulates and diplomatic missions,
and NGOs. However, few if any offer advice regagdiemittances and few manage to
effectively reach the Moldovan community in Italljowever, the potential role of the
labour market partners has seldom been considéred. workers’ and employers’
organisations with their unique networks into tabdur market have a great untapped
potential for assisting migrants with information even services to facilitate cheap and
effective transfer of remittances to their homertou




For migrants the advantages are clear: accessaionation, and a better overview of the
services available, and with the potential asst#taaf the employer, also access to
cheaper and easier arrangements, thereby limitiegrisk and costs for each migrant
worker.

For the social partners there are likewise cleaaathges. For the employers and their
organisations assisting migrant workers transfgrramittances will provide an incentive

for the worker to stay with the employer. In theseaof seasonal work, it makes the
employer more attractive to the migrants therelgylifating that the following season the

employer will have access to workers where a aiatiip already exists, limiting the

need for training and other alternative costs. ling assistance to migrant workers to
help them function in a foreign environment alspresents a good ethical practise that
should be embraced by all employers. For workergawpisations the advantage is a
relevant service thereby increasing their orgaimisat appeal to members and non-
members alike. Furthermore, awareness raising asithe different options for transfer of

money will be a service which will constitute a l@average cost to the social partners.
However, to achieve this, the social partners neede mobilised and guides and

information material need to be made availablénéon.

Within the framework of the project on “Beyond PdyeAlleviation: developing legal,
regulatory, institutional framework for leveraginggrant remittances for entrepreneurial
growth in Moldova”, the ILO is implementing actids focusing on the elaboration of
recommendations to increase the amount of remetaricansferred through formal
financial channels. Furthermore, the study idesdifa set of measures, mechanisms and
initiatives that the social partners and their memlcan pursue, which will facilitate the
transfer of remittances through formal financiahhels and thereby indirectly contribute
to the economic development of Moldova.

This study on remittances takes place within a deoainderstanding of remittances and
their role in economic development which has rdgesmerged Analytical discussions
on remittances have become more nuanced over Hidipa years. While initially there
was a strong push for the productive investmemenofittances, often narrowly conceived
in terms of investments in small enterprises, aenommplex understanding of remittances
have emerged. Research has shown that even whettares are used solely on
consumption it nevertheless has a multiplier eff@ectthe local economic, albeit lower
than for productive investments. Research hassilean that many remittance receiving
households spend funds on family welfare includaigidren’s health and education,
which in the short term may be viewed as consumpkiot which in the longer term
represent an important investment in human capaahation, which in turn has the
potential of contributing to economic growth andrelepment. Other analysts have also
pointed out that remittances are not solely moget&merging analysis of social
remittances - the skills, experience and confidendhat migrants gain from working
overseas, when transferred back to their home ppwain be a significant catalyst for
economic growth. Furthermore, remittance shoulddm®gnised as private funds in the
same way as wages with the right to use these funaisy way they choose. Nonetheless,

! For a more in-depth discussion of the evolvingysis of remittances see for example “Remittances,
Gender and Development” by Ramirez, C; Dominguex; Bihd Morais, J.M. UN INSTRAW, 2005.




it does not negate the importance of encouragingdb methods of transfer which can
increase the amounts of capital available for inmests, nor does it undermine the key
role that government have to play in creating a@mable policy environment for private

sector growth and employment creation. In such rnr@enment remittances can be an
enormous catalyst for development.

The study was undertaken in October and November 20 Rome and Modena. The
report is based on review of available literatumeterviews with Trade Unions,

Employers’ Organisations, Moldovan migrants inyitas well as financial providers and
local authorities. The research benefited from #mesistance of Natalia Moraru,
Independent Cultural Mediator, who provided actedbhe Moldovan migrant community
in Rome.




2. Remittancesin the Moldovan Context

Since the regional crisis in 1998, Moldova has eepeed an increase in labour
migration, a development that has continued dug@aeerty and lack of employment
opportunities (Cuc et al 2005). By 2006 an esticha®8 per cent of the working
population had migrated, constituting 18 per cdrihe entire population. Some estimates
even suggest that in the period 2003 — 2004 u®tped cent of the economically active
population has been working overseas (World Bards2(b). However, some 70 per cent
of migrants are only working overseas part of teary Particularly those going to Russia
to work in agriculture or construction go as seasomorkers (Cuc et al. 2007:35).
Regardless, the large diaspora now constitutesyackenomic factor, and remittances
have become vital to the Moldovan economy. In 2@&®ittances were estimated to
constitute more than 39 per cent of the countrylGThere are indications that much of
the increase in remittances in recent years maw besult of a higher percentage of
remittances being transferred through formal fimanchannels. This increase may also be
contributed to the improvements in services offdrgdbanks (Quillin et al 2007:7; Cuc et
al. 2007:35). (See Figure 2.1). Regardless of therease, a large percentage of
remittances continue to be through informal chamr({®antiru et al. 2007:17). Some
estimates suggest that up to 50 per cent of remit are sent informally and are
subsequently not well recorded in the official istads, though the National Bank of
Moldova does try to adjust the remittance figur@snclude an estimate of the amounts
transferred through informal channels (World Bafk2 20).

Research has shown that the basic pattern of nugrand remittances in Moldova is
consistent with those found in other countries wéige diaspora (Cuc et al. 2005:3).
Though, while remittances constitute a significpatcentage of GDP and has been the
main driver of economic growth since 2000, this hasnly been through an increase in
household consumption, whereas they are rarelystadedirectly in enterprises (Pantiru et
al. 2007:17; Schwartz 2007:17). The high frequeméytransfers through informal
channels clearly indicates that there is a potefdraincreasing the economic impact of
remittances, through increasing the use of formalncial channels.

The aim is dual. One is to increase the use offdinemal financial systems, making
remittances and associated savings available feestments thereby contributing to
economic growth. The second is to lower the costsrasks for the individual migrant to
remit. Being unable to use commercial banks fongfarring money home forces the
migrant to either use expensive MTOs or risky infal transfer channels. Even in the
case of remittances mainly being used for consumnptiere would still be an advantage
to be obtained by ensuring their transfer througimél channels. By developing a volume
it will allow capital to become available for pradive investments. However, the use of
MTOs, though technically part of the formal finaaicservices, does not affect savings
rates nor do they make capital available for prtigadnvestment in Moldova.

In addition to using formal financial services faansferring remittances, another factor is
the savings rate. Currently, only an estimated drlgent of savings are placed in banks,
with a similar amount saved informally, and onlyoabsix per cent of remittances are
invested in business. As in other East Europeamtoes, there are indications that
remittances are invested in real estate (Pantirwalet2007:19; Schwartz 2007:28).

Consequently, there is ample scope for increasawngs rates in the formal financial

sector (Sander et al. 2005:38). However, thereimoes to be a widespread mistrust




towards banks, which remains a main obstacle imeaging the savings rate and the
sector’'s share of transfers. It should also be chdékat there are indications that the
tendency to keep informal savings does not change length of time the migrant has
been overseas, rather there is evidence to sutigeshe amount kept as informal saving
increases relatively (Cuc et al. 2007:30; Pantirale2007:23). This underlines the need
for an intervention to change the behaviour of ags with the purpose of increasing
formal savings rates. Furthermore, there is anetdetidence to suggest that once
migrant workers become regularised there is a taydéor them to bring their families
over. This means that when they have access t@ ukm banks for formal financial
transfers, they are likely to start remitting leégsause their (immediate) family has joined
them. As long as there are few employment oppdrashat home, migrants’ ties to their
home country lessen over time resulting in decrgpsiemittances as they settle
permanently overseas.

Figure2.1
Remittances as Per Cent of GDP in Moldova

Source: World Bank and National Bank of Moldova

Though Moldova has an interest in promoting the afsrmal (bank) transfers, there is
an absence of systematic policies on part of thddM@n government to mobilise
migrants for the development of Moldova (Pantiralet2007:16). There are no efforts to
guide remittances, nor are there any efforts tolreat to Moldaovan diaspora. Only few
of the employment contracts, which migrants engage are registered with the
Moldovan authorities (Scanlan 2002). Given thaarge number of migrants chose to use
informal transfer methods or MTOs like Western Unibis raises the question of the
potential role of the social partners in encourgdire use of bank transfers, either through
awareness raising (such as information materiadlir@ct assistance such as transferring a
percentage of the migrant’s salary directly intcaanount in a Moldovan bank.

Migrants’ choice of financial services are gengralassified as informal or formal, and
for the latter there is a distinction between MTé&®l banks. Migrants’ choice of which
method to use is influenced by a range of fact@idies indicate that Moldovan
migrants’ preferences are similar to that of otmggrants and that safety, speed and cost
are the main determinants. However, access toceeprioviders, both in the host and




recipient country is often a major constraint. Peecentage of Moldovans who have bank
accounts is still low, and the fact that the mayoof migrants come from poor rural
backgrounds (World Bank 2005:15) further lowers ghrebability of them or their
families having access to bank accounts in MoldoMae restrictions which Italian
financial institutions impose on migrants’ optidias opening accounts, further limit the
use of banks for transfers (See Chapter 3).

Figure 2.2
Distribution of Transfer Method for All Remittancesto Moldova.

Source: Calculated from CBS-AXA 2005 survey, extlgdhe category: “no answer”

An estimated 71 per cent of Moldovan migrants tiemsn average more than 50 per cent
of their earnings back to Moldo¥éCuc et al. 2007:26). However, it is interestingnbte
that the use of formal transfers is on averagedrifdr migrants living in Western Europe,
with transfers from Italy coming through formal dimcial channels 47.2 per cent of the
time. However, research elsewhere indicates that lihnks often find remittance
customers of little interest with regards to prommotof other financial products (Kring
2007). Banks therefore rarely make an effort tonmwte other financial products to
migrants and their households. Furthermore, whiferimal channels appear preferred,
they are far from safe. Other research has alsicatetl that losses do occur using the
informal channels and that the cost associated wathg them are relatively higher than
the fees charged by the banks for the cheapessfofitnansfers (Kring 2007).

Some remittance initiatives which are being pursiredther countries, such as GCash
(using mobile phones to transfer cash, an apprpacticularly pursued in Asia), use of
the mobile phone to transfer money has not yet lo@gated in Italy or Moldova. Other
communities in Italy have pursued collective reamttes by establishing associations to
support economic development in their country agiaor One example is Ghanacoop,
which in addition to economic development also iempénts social projects in Ghana.
This project is being implemented as a componerd pfogramme by IOM Rome and
targets a number of countries in Africa and Easteanope. However, the Moldovan
community does not yet appear to be sufficienttpl@shed in Italy for such initiatives to

2 All Moldovan workers overseas, including those king in Italy.




appear viable. Furthermore, existence of the inébreervices (mainly the so called "bus
service”) is by many (irregular) migrants seenuffcent.

The absence of a solid organised diaspora alstsltme potential of other efforts such as
group transfers to Credit Unions as well as astiocidbased approaches typically seen
among Latin American communities in the USA whiclports economic development

projects and other activities through associatieris some cases working directly with

local government.

However, an estimated 60 per cent of migrants wasteturn to Moldova once they have
accumulated enough capital for a decent life fanthand their family in Moldova
(Ghencea and Gudumac 2004:69). This implies a patdor these migrants to transfer
their money back into savings or investments inddoh. Furthermore, as Italian banks
are developing closer cooperation with banks intétasEurope the range of financial
products and services which become available als®ases, as does the public’s trust in
the private banks, a development which has beenise&bania.




3. Characteristicsof Moldovan Migrantsin Italy and Their Employers.

Italy is the second largest destination country Nwidovan migrants after Russia, with
some estimated 55,000 Moldovans living and workirege (Caritas 2007:132; CBS AXA
2005:16). Through Moldovans constitute a large groultaly, there is limited research
available on the characteristics of this group. Mdshe information comes from annual
surveys conducted by CBS AXA in Moldova. The Moldawdiaspora in Italy is largely
concentrated around Rome and the northern cities, as Bologna, Milan and Trieste. An
interesting characteristic is that the vast majooit Moldovans in Italy are female with
one estimate suggesting that women account foroup4t per cent of the Moldovan
migrant workers in the country (CBS AXA 2005:15).

There is also an overrepresentation of migrantskiwgrin sectors where females are
traditionally preferred such as homecare and dambstp. These two sectors account for
64 per cent of the employment for Moldovans inyitaConstruction, being the third

largest constitutes some 19 per cent of employntee. Figure 3.1. This distribution is
significantly different from that of Moldovans warlg in CIS, where construction is by

far the largest sector of employment with 62 pert of all Moldovan migrants.

In addition to the difference in occupation betweeigrants to Russia and Italy, there is
also a difference in the migration pattern. WhilesmMoldovan migrants in Russia tend
to migrate for seasonal work, migrants to EU, idalg Italy, tend to stay for longer
periods of time (CBS AXA 2005:11). This implies at@ntial longer lasting relationship
with their employers. Furthermore, the Moldovan raigs who are working in the EU
(this data is not available by host country) havkigher average education level than
those who seek work in Russia (CBS AXA 2005:16)rEhare also indications that it is
mainly migrants from the urban areas in Moldova vane migrating to Western Europe,
including Italy (World Bank 2005:15). This suggestst their families may be more
likely to have access to formal financial servieesl have bank accounts, available to
them concerning means of transferring remittanicas tlo recipients from rural areas.

There are several issues facing Moldovan migramt#taly. These include their legal
status to work and live in the country, weak repn¢stion of Moldovan diplomatic
missions in Italy, the limited use of remittancebish are almost exclusively used on
personal consumption by recipient families in Maldpand an absence of communication
between migrants, diplomatic representations aadhtimeland (Schwartz 2007:3).

The privileges and ease of migration for work irs&a which Moldovans enjoy has been
facilitated by bilateral labour agreements. Thesedver are not present for EU countries.
Consequently, it is difficult for Moldovans to obitgpermits to enter Italy for the purpose
of work. Though a bilateral labour agreement existsveen Moldova and ltaly it only
provides for 6,500 workers. Given the difficultyabtaining the required permits, it is not
surprising that there are indications that a |gygeentage of Moldovans in Italy live and
work there without the required permits. Some esta® suggest that 59 per cent of
Moldovans in Italy live and work there under irréagustatus (Ghencea and Gudumac
2004:72), though this contrasts with the estimat€®S AXA which indicates that up to
75 per cent of migrants are irregular (CBS AXA 20@5. While it generally is difficult
for non-EU citizens to obtain a permit to migrate Italy for work, there have been
amnesties on a number of occasions for irregulagrants which has given them the
opportunity to regularise their status in the count




3.1 Moldovan Diaspora

The Moldovan diaspora in Italy is characterised/égy loose informal networks which do

not appear to extend beyond the individual citiesoans. There is a distinct absence of
the formal (or informal) national associations ardbs which normally facilitates the

development of a strong diaspora network. The reador this absence are not well
researched but indications suggest that there fistaak disconnect” between recent
migrants and those who have been in the countryaftong period of time (Schwartz

2007:14). Furthermore, the irregularity of many Mmfan migrants act as a restraining
factor in establishing associations and other natimmspired NGOs. Anecdotal evidence
also suggests the Moldovans have a less definednahtidentity which may be a

contributing factor (Schwartz 2007:14-15).

It appears that Moldovans instead establish informeéworks through word of mouth

with weekly gatherings in certain cafes or publguares for socialising and where
information is exchanged. Regardless of these loesgorks, migrants frequently feel an
absence of access to important information in ItéBchwartz 2007:18), including

information on regularisation of their status andofmation on financial services.

Furthermore, there are no Rumanian/Moldovan langusavspapers published in Italy.
That being said, the informal gatherings are oftensidered a more reliable way of
obtaining information than through the Moldovan Esdy in Rome or other official

channels. Most migrants, particularly those witlegular status, perceive both the Italian
and the Moldovan Governments as not trustworthye frstrust which many Moldovan

migrants indicate towards government and authsrité¢so extend to Moldovan financial
institutions. Italian banks are more likely to bees as solid and reliable than their
Moldovan counter parts. However, the language &aamd lack of knowledge on how to
use Italian financial service providers act asrdisntive for most migrants.

3.2 Sectorsof Employment

The majority of Moldovan migrants in Italy are emmped in the homecare and domestic
work sectors, accounting for 39 and 25 per cenpae®sely. The two sectors are
traditionally viewed as a female domain and moghefworkers are women. The men are
on the other hand overwhelmingly represented indtestruction sector, which is the
third largest sector of employment for MoldovanSed Figure 3.1). The three sectors
have certain characteristics in common. All arerabti@rised by large numbers of small,
and in the case of domestic and care work, prieatployers. Particularly the domestic
work and health care sectors are characteriseddiydf proper employment contract, and
an absence of formal employment relationships. Heamiore, in all three sectors it is
common practice to pay salaries in cash (weeklynonthly). The common way of
obtaining employment in these sectors is througidwed mouth.




Figure3.1
Distribution of Moldovan Migrantsin Italy, by Sector of Employment

Source: CBS AXA 2005.

Anecdotal evidence suggest that the unionisatieel lamong Moldovans is relatively
low, particularly for those working in private hospghough some trade unions report a
unionisation level among migrants in general sintibathat for Italian workers (around 25
per cent). Furthermore, the nature of the employers of déimesd health care workers
make it unlikely that they are members of an emg@isy organisation. For the
construction sector the organisation level of thenpanies employing Moldovans is not
known. The isolated form of employment, particiain the domestic and health care
sectors, means that many migrants are often outkidenetworks normally used for
providing advice and guidance, such as trade unmatgonal associations or co-workers. |
it relevant to note in this regard that trade usiane generally regarded by migrants as a
trusted source of information, underlining a strgogential role for the unions in reaching
this group.

% None of the migrants working in domestic work eafth care interviewed during this research ineidat
membership of a trade union.
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4.  Accessto Financial Servicesand the Potential of the Social Partners

Italy is characterised by having highly developedhmcial service providers which offer
advanced products. Regardless, the ability of migréo draw full advantage of this is
restricted by, among other things, the relativedyeér sophistication of the products
offered by Moldovan financial sector. In additianigrants’ use of financial services is
further limited by an absence of knowledge of h@mitilise them, and difficulties in

accessing some of the services.

There are currently no indications of any significar coordinated efforts by ILO’s social
partners in Italy to facilitate or assist Moldovamgrants transferring savings back to
Moldova. As a matter of fact, there do not appednd any efforts by the labour market
partners to facilitate remittances for any groupmgrants in Italy. Given the vulnerable
situation of most migrants and the absence of tasgis and information, this is an area
which the social partners could provide assistafibeugh this form of cooperation is still
rare, there are a few precedents. One examplerisb@an seasonal workers in Canada
where 25 per cent of their income is remitted &irthespective governments. The purpose
of this is to assure a minimum level of foreignremcy remittances to the home country
(Brem 2006:9). An added advantage is that by teansfy a part of the salary back to the
country of origin, it also facilitates the returhtbe migrant and makes it less likely that
the seasonal migrant will remain in the host couiatiter the work permit has expired.
Other efforts include information on cost of trarst One example is this regard is the
efforts made by DFID, which has developed a comgmeive overview of the cost of
transferring three different amounts from the Ukatoumber of different countries

There is a shortage of more detailed data on ranuéts from Italy to Moldova, in
particular concerning the method of transfer. Néhadess, some findings are available in
the literature. For Moldovan migrants in generame 55 per cent transfer remittances at
least once ever three months (CBS AXA 2005:47)iidly, an estimated 40 per cent of
Moldovan migrants send home remittances on a redpalsis, whereas the remaining 60
per cent only do so irregularly (CBS AXA 2005:2The average transfer to Moldova
(from all host countries) is 367 USD. However, thare indications that Moldovan
migrants in Italy remit on average a larger amadban that those working in most other
countries (Cuc et al. 2005:26; Ghencea and Gudw084:60). The average salary level
for Moldovans is also higher in Italy than for exalen Russia, with an average of 934
USD per month (CBS AXA 2005:42). The salary leveéntioned among irregular
migrants in the domestic and health care servicemgl interviews ranged from 900 to
1,300 USD per month. The interviews conducted dutims research generally appear to
confirm frequent transfers, the majority of whichppen right after salaries have been
received.

About half (55 per cent) of Moldovan migrants talyt start remitting money less than

three months after arrival, and less than 16 pet d@e not start remitting until after seven

months after arrival. (CBS AXA 2005:45). Anecdotaidence suggest that migrants start
remitting as soon as they have found employmemtgh in some cases the money
remitted is used to repay any loans obtained tercthe cost of getting to Italy

4 www.sendmoneyhome.org/
® Several migrants interviewed during the researehtioned that they had paid between 3,000 to 4,000
Euros for obtaining a tourist visa to enter Italy.
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4.1 Financial Services Available

Italy has a fully developed financial sector, offigradvanced products including various
transfer services. For migrants the choice of feansethod is based on security, speed
and ease. These are similar factors as to whatuisdf among other groups of migrants
(CBS AXA 2005:22; Kring 2007). Almost half (47 peent) of migrants in Italy prefer
using banks and MTOs for transferring money. AnotB& per cent use bus drivers.
Personal transport is also a favoured method withes62 per cent of migrants having
transported more than one thousand USD in cash teakloldova (CBS AXA 2005:22).
However, migrants frequently face problems withklad transparency concerning the
services provided and the costs associated witgrnational transfers. In addition, a
problem frequently faced by migrants is exposureswondle and theft (World Bank
2007:10; CBS AXA 2005:18).

4.1.1 Banks

While Italian banks offer a range of services, ti@nsfers to Moldova more advanced
remittance products such as debit cards and diegmsits are not yet available. A couple
of banks offer transfers for a flat fee of 12 Euféer amounts up to 10,000 Euros),
making them the cheapest option for transferrimgda amounts. (See Figure 4.1). On
average transfers to Moldova take three to foukimgrdays. Regardless of the lower cost
compared to MTOs and the reasonably short traisfer banks do not appear to have a
great appeal among the migrant community. The wiesl mistrust towards banks
(particularly Moldovan) among migrants frequenthakas them reluctant to choose this
optiort. The use of bank services is further limited by bequency of households with
access to bank accounts in Moldova, along withva $ervice level among financial
service providers in Moldova. Only about a third whnches of Banca de Economii,
Moldova’s largest bank offers transfer services (M/@ank 2005:21). However, though
mistrust was repeatedly mentioned during intervjainis only part of the picture. In some
countries, including lItaly, it is not possible fan irregular migrant to transfer money
through a bank. Though in principle it is suffididn have a passport, banks reportedly
insist on identity papers showing residency inylt@ the passport holder is not from an
EU country). This excludes large numbers of postmlients. Furthermore, the absence of
information in their native language and a feeligntimidation in dealing with financial
institutions make migrants wary of using this seeviln addition, some migrants indicated
during interviews that they transfer small amoui@®8 to 100 Euros) once a week. For
amounts of that size, the banks are relatively Emwpetitive compared to informal
services. A number of irregular migrants reportesigferring money through the account
of a trusted friend. This is especially used fogéa amounts where the informal service is
not considered trustworthy (See 4.1.3). Anotharagsequently mentioned is the opening
hours of the banks. Due to the often long workiogirs, it would be difficult for most
migrants (particularly those working in the domestnd health care sectors) to visit the
banks during normal working hours. Most migrantshiese two sectors only have Sunday
off.

However, there is anecdotal evidence to suggesittiigaltalian banks are increasingly
starting to realise the financial potential of naigts. Likewise, there is anecdotal evidence
that the younger (urban) population in Moldova @agingly prefers using banks

® During the research a couple of anecdotes abaud fagainst migrants by Italian banks was encoedter
The authenticity was impossible to verify, but doghte way information is accessed in the commuthigy
appeared to carry great weight.
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(relatively compared to their parents generatitmpugh currently only an estimated 12
per cent of households in Moldova have bank acso(@@tozco 2007:1). In addition,

foreign banks, including Italian, have started ngeist in the Moldovan banking sector.
Based on experiences in other East European cesrguch as Albania, this is likely to
gradually increase the public’s trust in the finahservice providers, particularly those
foreign owned, as well as increase the range amditgjof financial products offered

(Kring 2007).

412 MTOs

As in other East European countries with a weaklyetbped financial sector, the Money
Transfer Operators (MTOs) have managed to captlaega share of the formal financial
transfer market in Moldova. MTOs account for arineated 73 per cent of the (formal)
remittance market, with Western Union having bytfa largest market share (Quillin et
al 2007:24). There are three main reasons forubeess of the MTOs in capturing such a
significant market share. Firstly, the serviceastf In most cases the transfer period is not
more than a day for the money to be available indgha. Secondly, the MTOs are seen
as easier to use. Their services are user friefwdlypoth sender and recipient, with the
paperwork being limited and straightforward. Thagparticularly an issue for people with
limited exposure to formal financial systems (Blaek and Seddon 2004:16). Thirdly,
for irregular immigrants it is frequently the orditernative to informal transport of funds.

The fast and easy service of the MTO also mearistiieg, rather than the banks, are
frequently used in case of emergencies or othexpewed expenses. Recipient household
are often able to request additional amounts fieenmigrant, should a sudden need arise.
MTOs also have better coverage in Moldova, makiregsier for the recipient who avoids
having to travel to the capital to receive the s$farred funds. However, the cost of using
the services of the MTOs is significant, approxiehatfive to 16 per cent of the
transferred amount (See Figure 4.1). This mearisthiese are significant savings to be
obtained by migrants by shifting to traditional kamansfers. Furthermore, though the
MTOs are part of the formal financial system, ttugfer little potential for contributing
directly to economic development.

4.1.3 Informal Services

There are a couple of informal financial servicesilable which enable transfer of money
between Italy and Moldova. However, though therimfal services are preferred by many
migrants the system is not as well developed ampbes from other migrant groups such
as the hawala or hundi systems where transferamamged by a phone call through
middlemen (Blackwell and Seddon 2004). Instead,dde&n migrants have to find a way
to physically move the money in the form of castrtikermore where hawala and hundi
systems are often more competitive than formalniona services and better established
than other informal transfer system (Blackwell &atldon 2004:16) the absence of such
services to Moldova means that migrants will haveely on more expensive informal
services which do not hold the same reliability.eQx the problems frequently faced by
migrants in general are exposure to swindle anft, the issue, which also extends to the
informal transfer of money (CBS AXA 2005:18).

There are two prevalent methods: personal transluimg visits to Moldova, and the so-
called “Bus services”. The latter is a referencehe buses (operated by Moldovans),
which runs between Italy and Moldova and transpersons, money and packages for a
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fee. The fees are fixed at three per cent for casti,packages are 1.5 euro per kg. It is
considered a reasonably reliable service, whicegabout three days.

There are two main advantages with the bus sertheemoney is delivered to the town or
village where the recipient lives (in some casebvels is to the door). The second
advantage is that the bus service is easily adiessi collects cash and packages every
Sunday, which is also often the only day off fondistic and health care workers, thereby
enabling them to access this service. Concernimgopal transport of funds, Moldovan
law has recently been changed and restrictiond@ratmount of cash a person can bring
into country have been eased. Though, given tkeaga number of Moldovans are in Italy
as irregular migrants, the option of bringing chalkk during visits is limited.

However, several migrants reported problems withlihs service with money being lost
due to robbery of the bus driver or direct thefithg driver himself. There is a perception
that the bus service is safe for small amountsthmitthe risk of something going wrong
increases with the amount being transferred. Caresstly, the service is only used for
smaller amounts such as 20 to 100 Euros (in rasesca00 Euros) whereas larger amounts
are either transferred through MTOs, being carbgd trusted friend, or (in few cases)
transferred by a friend who has a bank accourttly.|

There are also general indications that languageebs, particularly for recent arrivals,

contribute to migrants choosing informal channelstfansfers. Likewise concerning lack
of information, which is also frequently causinggmaints to resort to using informal

channels, as they are operated by country men @@heand Gudumac 2004:59). Also,
given the irregular status of many Moldovans ityltéhere is an inherited fear of having
to provide identification or name and address. Toiscern makes the informal services
seem more attractive. Furthermore, migrants ortgifeom the rural areas, which are
poorly served by the banks, offering yet anothesindentive to use them, whereas
informal channels on the other hand often havet&beutreach (Blackwell and Seddon
2004:3).

4.1.4 Other Financial Service Providers

Another provider of financial services is the PbS@arvice. However, while it is possible
to transfer money through the postal service, ibmdy post offices in Chisinau and
regional centres that can handle remittances amyl ianLei (World Bank 2005:21).
Furthermore the Italian postal service has an gearent with the MTO Money Gram and
offers their products to clients.

Moldova has a growing number of microfinance ingittins and Credit Unions. However,
these institutions do not have the legal basisdmducting or receiving financial transfers
and are therefore of little interest to migrantshwiegards to the actual transfer of funds.
That being said, in other East European counttiesse institutions have been found to
have a greater appeal to remittance recipients reiffards to the services they provide
(such as savings products). They could therefotenpially play a role in increasing the
rate of savings with formal financial institutioresjen if they are not directly involved in
the actual transfer of remittances.
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4.2 Cost of Transfers

There is a wide variation in the cost of transfelegpending on method and amount. The
formal financial service providers are clearly mangpensive with regards to smaller

amounts, whereas for remittances of around 500 Burodifferences in cost are less
pronounced. The indications are that migrants faes ranging from ranging from 0.12

per cent to 16 per cent of the transferred amdaee. Figure 4.1. A number of banks offer
a standard fee of 12 Euros for transfers regardiesise amourit The informal channel,

in particular the bus service, operates with adsesh percentage (three per cent) of the
amougt transported. The fees indicated for the MirOBigure 4.1 are those of Western

Union'.

Figure4.l

Cost of Transfersin Per Cent of Amount Transferred.

Source: Author’s research

It is clear that for those migrants who transferabnamounts often, such as weekly
remittances, the informal service appears to bepetitive. However, given that there are
indications that the average amount remitted freaty lis likely to be closer to 500 the
bank services becomes relatively more competififes particularly for those migrants
whose families live in the urban areas with eaa@ess to financial service providers. A
more comprehensive picture would need to be estadli

4.3 The Social Partnersand their Potential Role

The ILO’s social partners have a unique networlodgh which to reach migrants and
their employers. It is therefore natural that foy antervention directed towards Moldovan
migrants or any other group in the labour marketgbcial partners would have a central
role to play. The challenge will be to ensure ttie efforts of the social partners are
targeted towards the key obstacles.

" Including Banca Antonventeta and UniCredit Banca.
8 Money Gram has a lower fee of seven Euro for feariag 100 Euros. However, WU is used here asst ha
by far the greatest market share.
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The outcome of this research is that the greatestole is an absence of information in
Rumanian/Moldovan. Furthermore, this informatiors Ha be made available through
channels which not only reach Moldovan migrants Wwhich the migrants are likely to
trust. The social partners with their extensivemoeks have a potential for establishing
and expanding such channels of information. Howetrer basis for this — an extensive
outreach among the Moldovan migrant community rasyet present. The fact that the
majority of migrants work for small scale employersin private households means that
the likelihood of the individual migrant of beingember of a trade union is limited and it
is unlikely that households which employ migrants associated with an employers
organisation. There is consequently the need featgr outreach efforts by the social
partners towards this group of migrants and th@nmunities.

The general characteristics of the employers ofddedns also mean that, for the majority
of them, any awareness of the issues faced by mgra possibly limited, and the
capacity of the individual employer for providingipport is probably low. However,
employers’ organisations can provide the lead. Tdas initially be by developing
information material for distribution among its mieens. Initiatives could include
providing newly hired migrants with an informatipackage in Rumanian/Moldovan as to
the different options available for transfers ahd associated costs and transfer times.
Employers’ organisations can also explore the piatiefor longer term approaches such
as direct assistance in opening accounts (in #aly Moldova), transfer of money into
Moldovan bank accounts and other remittance relettedits.

Enabling (regular) migrant workers to have accedsank accounts would also present an
ease of work for the employers by shifting awayrfroash payments, which are currently
the norm, to electronic transfers. For employeesdtivantages of, for example, offering
the service of transferring a percentage of thargahto a Moldovan bank account creates
an incentive for the employee to remain with thepkayer. Anecdotal evidence suggests
that among certain groups there is a large turm ofrorkers. Electronic transfers may in
particular appeal to the domestic and care workerployers. In the construction sector
workers are paid in cash and neither workers r@ethployers’ organisation believe there
is a need or interest to change this arrangemehé ifivolvement of employer’s
organisations in facilitating remittances can digoa component of a larger initiative to
improve general conditions of work and ensuringicathstandards are observed by
members to avoid exploitation of migrant worKers

The direct assistance by employers to facilitatenittances, besides providing
information, is an approach, which needs to be ldgeel and introduced with care.
Regardless of the potential benefits, there appaaently to be little support among
migrants for employers to become directly involhMedactual transfers such as direct
deposit of a part of the salary into an accounMimldova. It appears that one of the
leading causes of the reluctance is that a numbenigrants, particularly those with

irregular status, have experienced being explamedarious ways by their employers.
However, interviews suggest that migrants may &dkéce from their employers, should
they provide information on how to use banks oeofinancial services.

° Several migrants working in the domestic and hezdrre sectors reported being paid less than mmimu
wage though they are regularised migrants.
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Trade unions on the other hand are viewed by migras more reliable. However, their
outreach services are limited though many haveiapegits dealing with migrants. The
establishment of contact between the migrant woakel the trade union is mainly left to
the initiative of the individual migrant. Thereseme anecdotal evidence to suggest that in
particular recent arrivals are reluctant to maketact to the trade unions, fearing their
irregular status will present a problem or that trede union will report them to the
authorities. Though there is a limited unionisatiemel among Moldovan migrants, a
strong interest in joining was expressed duringittterviews. This would clearly be a
contribution towards securing secure minimum waayes decent working conditions for
migrant workers.

Given that many lItalian trade unions already hapecwml departments dealing with
migrant workers, providing specialised servicesremittances to Moldovans (and other
migrant groups) should be easily achievable witthie existing institutional set up.
Employers’ organisations and their members may hiree need for developing the
institutional set-up required for them to be aldedeliver. It is clear though that the
combined effort by the social partners, could dsthban effective channel to reach
Moldovans and other migrant workers. It would cdot a significant improvement in
the individual migrant's access to information, motly on remittances issues, but also
contribute to protect migrants from exploitatiordasbuse. Both the employers’ and the
workers’ organisations in construction sector hiaécated their support for development
of information material and their willingness tetlibute it to its members. However, the
employers’ organisation also believes that at stegje there would be very little support
for direct interventions or initiatives such assters into bank accounts or other services
beyond awareness raising.

Regardless of a combined effort by the social gastio reach Moldovan migrants, there
are indications that several of the schemes whiah @ursued elsewhere such as
association savings and remittances for the dexsdop of local areas are not yet relevant
for this target group, in part given the absencergénisation among the diaspora.
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5. Findings and Recommendations

Moldovan migrant workers’ choice regarding the noethof transfer of remittances is
influenced by the access to information, includargthe cost and reliability of available
options, and their accessibility to the individpabviders both in Italy and Moldova. The
recurrent issue is the absence of information oange of issues, including the financial
services available with regards to savings produagtd transferring money back to
Moldova. The lack of information is further exacatdd by the language barrier, which is
a factor frequently mentioned as a cause for nogusank services (CBS AXA 2005:22).
The exchange of information through informal netkvollearly fulfils a need, but may also
contribute to distortion through “Chinese whispey ensuring that information material
is available in Rumanian/Moldovan, behaviours canirfluenced for the benefit of the
individual migrant and the Moldovan economy.

The ILO’s labour market partners in Italy have agéapotential role to play in access to
information including on remittances and facilitafithe increased use of formal financial
services. For the employers, it is clear that tleganisation needs to take the initiative
and provide the lead. As many of the employerssanall or private households, it is
beyond the scope for most of them to collect arfgrmation on their own. However,

small employers may very well be willing to distite information material if it is made

available to them. The challenge will be for thepéyers’ organisation to reach out to its
members and support their involvement in theseisesyFor the trade unions, providing
specialised services on remittances to Moldovans @her migrant groups) could be
fairly easily achieved within the existing institutal set up.

Financial literacy is another key issue. Few of thggrants have a comprehensive
knowledge of the opportunities for remitting andsasting in Moldova. Given that
migrants are generally paid in cash regardlesshefsector in which they work, their
exposure to the Italian banking system is extremighyted. Any efforts to increase
transfers of remittances through banks has to famusinforming migrants on the
requirements and procedures for using these sendsewell as outlining the relative
competitive advantage of using these services. Tihancial illiteracy is further
complicated by the language barrier, which mostramts face when arriving in Italy. The
fact that many migrants start sending back mondgtively shortly after arrival
contributes to them resorting to methods which easyse, such as MTOs or those
operated by countrymen such as informal channéis.ldck of trust in the public system
and Moldovan financial institutions in particulagnstitute an obstacle which needs to be
addressed through awareness raising for any significhange in the transfer methods to
take place.

Both migrants and their employers stand to gaimftbese activities. Migrants stand to
save on transfer fees and for employers of domeamtid home care workers, the
introduction of a transfer arrangement for the ryafeom one bank account into another
will constitute an improvement. However, it is atdear that in the current environment a
more active involvement of employers and their arg@tions in facilitating remittances

through formal financial channels is probably neddible. In the longer term, initiatives
could include employers and their organisationseroffy assistance or specialised
financial products in cooperation with banks talfeate remittances, which are tailored to
the migrant’s need. Assistance in opening bank wasoand savings accounts in Italy,
and possibly offering direct deposits into bank cacds in Moldova would enable

18



migrants to save money. While other initiativestsas direct transfers by employers into
accounts in Moldova would constitute a significaontribution towards increasing formal
transfers, there is clearly a lack of support fochs initiatives among both the labour
market partners as well as the migrants themsehi&swise concerning assistance in
establishing bank accounts and similar activitidsctv involve the employer directly.
Therefore the initial steps should focus on awasemaising and information about costs
and procedures. This could also link with ongoiffgrés by Moldovan banks to increase
their client base.

5.1 Recommendations:

Based on these findings the recommendations faalirsction focus on development of
information material and the establishment or egpmanof the social partners’ network
for disseminating information to the target group.

5.1.1 AwarenessRaising

The initial basis for awareness raising among nmiggran Italy is development of
information material. Given the relatively low léwa use of the internet, the distribution
of printed material would at least initially neexform the basis for the awareness raising
along with publication in selected newspapers. Tifermation material should also
emphasise the security and safety of transfersigfiréormal financial channels.

The initial focus should be on development of infation material in
Rumanian/Moldovan that provides a clear overvievwcasis of transfers (for three or four
different amounts), transfer time and outlets inlddoa for each of the formal financial
service providers.

Other information material to be developed couldude:

= A step by step guide on how to open a bank accaunitaly (including
documentation and paperwork required)

= How to request bank transfers, including automatnthly transfers.

= Qverview of financial products (savings and investis) available in Italy and
Moldova and how to access them

Other efforts could also include the establishnuédrat telephone help line (potentially run
by the social partners) offering assistance andp@up(in Rumanian/Moldovan) on
migration related issues. (IOM Rome is startinghsame initiative, which could potentially
include assistance on remittance issues).

5.1.2 Labour Market Partners

For the ILO’s partners to be able to participatdyfin an awareness campaign towards
Moldovan migrants, greater outreach services nedxktestablished, both on the national
and local level. The current approach by some tradens that migrants themselves will
initiate contact means that, in particular, recamivals are likely to be excluded. Social
partners can also help by providing informationtle@ obligations of employers towards
their employees and help prevent exploitation ofkeos. Efforts to support and protect
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workers are likely to contribute to establish trastd coherence the effectiveness of
awareness raising efforts by the organisations.

Specific activities could include:
» Conducting Financial Education Seminars
= Information campaign for local members on migratielated issues
= Develop strategies for more pro-active effortseach migrants

Furthermore, social partners have unique internatimetworks. In this case, stronger
links between Italian and Moldovan social partrayald be used to channel information
on remittances and investment opportunities to khedehs working abroad.

The Italian social partners could possibly alsotipgate in the establishment of a
Rumanian/Moldovan language telephone help linerfigrants

5.1.3 Longer Term Efforts

The current situation among Moldovans working @lyitand the very loose structure of
the diaspora presents an obstacle, which for the being prevents the pursuit of more
collective efforts to enhance remittances and ecnciodevelopment in Moldova.
However, efforts, which could be considered in thture building on the awareness
raising and information campaigns include:

= Supporting the creation of associations on the plade (for larger employers)
and establishing contact/transfers with CU and MirI8loldova to promote group
transfers.

= Assistance to open bank accounts back in MoldowaerGthat a large number of
migrants do not have bank accounts in their homentry, employers’
organisations could explore, in cooperation witdlidin banks the possibility of
developing a scheme under which bank accountse m Moldovan banks for
the migrants

= Replication of efforts by organisations such as rialcaop, promoting local
economic development and employment in the couotrgrigin, by expatriates
forming associations. In that regard, the poss$ybitif association based local
development in Moldova, following the examples atib associations in the USA
should also be explored.
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