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Abstract

Sending money badk home safely with a minimum cost and within the shortest possble
time continues to remain a mgjor anxiety and widespread concern for migrant workers.
Since the formal channels like Banks and Post Offices have not emerged as front line
agencies, most of them depend and relay on the informal money transfer system. In this
context, this paper analyses the medanics and modaliti es of remittance olledion and
disbursal aadossthe dhannels and the senders’ rationale for seleding one over the other
money remittance diannels. It is observed in the study that more than 90 per cent of the
migrants prefer informal over formal channels for sending money badk home. Of the total
amourt remitted by our responcents, as much as 87 per cent of the total remittance was
sent through informal channels.

Indedd, the informal channels including the friendy tapawalas and more organized ‘tech-
savvy’' private operators have not only dore far better than the formal agencies, bu also
established themselves as trusted and eff edive instruments of delivering remittances to
househdlds at native ends. In addition to being part of a @st effedive and wser-friendly
system, such private service providers aso deliver money to howsehalds at the farthest of
vill ages that ladks accessto any formal channels or agencies fadlit ating money transfers.
Given the accetance efficagy and relative advantages of such channels over the formal
ones, these aencies $oud be remgnized and poteded through monitoring and
regulations. In fad, linked effedively with banks, these channels may be ale to provide
better remittance services. At the same time, the banks as ‘inclusive’ agencies can
introduce fadliti es and appropriate intermediations to the remitters as well as redpients
of such money through these dhannels.
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1. INTRODUCTION

‘Migration’, be it domestic or international, has universally been considered as an integra
part of livelihood strategies by a large number of poar families. These migrants not only
attempt to improve their own livelihoodsituations, but also send a mnsiderable share of
their eanings badk hame to their families. Such funds @nt by migrants badk home is
cdled 'remittance. However, sending money badk home safely with a minimum cost and
within the shortest possble time cntinues to remain a major anxiety and widespread
concern for migrant workers. Since forma channels (Banks and Post Office) remain
inaccesgble for a variety of ecnamic, institutional and social reasons, most of them
depend and relay on the informal money transfer system (CGAP, 2005. There is
however, a death of empiricd studies deding with the question d as to why migrants
choase one over the other money remittance dannels. The formal channels have multiple
incentives to draw these potential customers. Why bankers find dfficult to offer
remittance products?* And even if they are inclined and trying to do this, why migrants
do nd transfer money through formal channels? These point to an important question as
to how does the remittance market function?

Generaly, any money remittance system involves (i) transfer providers (i.e., institution
providing the transfer), (ii) transmisson medanism (i.e., the medianism condtcting the
transfer from one paint to the other) and (iii) delivery approades (i.e., hav the cah is
colleded from senders and/or disbursed to the redpients). However, fadors like
accesshility to transfer providers, paperwork, costs, convenience, spead, safety and
confidentiaity are likely to play a maor role in determining one's option d seleding
spedfic remittance dannel(s). Placad within this context, this paper addresses four broad
areas of inquiry. The first is assciated with aaquiring a broad understanding of existing
money remittance dannels and modaliti es deding and associated with such remittances.
The secondremains linked with size of remittance per worker and fadors determining the
remittance behaviour. The third relates with reasons of avoiding forma channels of
money transfer and the fourth is couped with risks and difficulti es faceby private service
providersin providing money transfer services.

A sample of 100 Oriya migrant workers was randamly seleded for the analysis. In order
to generate the primary data for understanding the extent of remittance flow and its
transfer process as well as for asesdng levels of invavement of forma and informal
channels in transferring remittances, we seleded those migrants who have migrated to
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! Remittance product consists of migrants needs of financial services in order to transfer money to their

famili es at their places of origin.



Surat at least prior to ore yea. Thisis due to the fad that a migrant is likely to remit at
least after one to two month(s) of his day at the destination pant. Interview method hes
been adopted for colleding information from these respondents. Focus group dscussons
were dso held for gathering relevant qualitative information from workers as well as
private remittance service providers. Few employees from post-offices and bank dfficias
were dso interviewed.

2. CHANNELSOF MONEY REMITTANCE IN SURAT

As elsewhere, in Surat too there ae formal and informal channels of remitting money
badk hame. Sending money order through past-offices, and through banks by cheques,
drafts or eledronic transfer medhanisms are parts of a formal channel, whereas snding
money through friends, relatives and co-workers visiting home or carying money
personally when going home ae prominent informa channels. Ancther important
informal channel used by the Oriyaworkersin Surat is that of tapavala.

Ingtitution d tapawala as a money remittance diannel has a somewhat long history in
Surat. Due to poa accesshility to forma channels, Oriya migrants had been looking for
aternate modes of transferring money. Since the ealy 198G, some individuals from
Orissa had been coming to Surat espedally to collead money from Oriya migrant workers
and hand owr the same badk to their families. Generally, to avoid any impresson that
they were travelling with hard cash, they carried such money in anondescript tin trunk a
abox (dabg and got identified as ‘ dabawalas'. Later, the term got popuar as ‘tapawaa .
Generally, atapavala has a reasonable degreeof influencein his own and reighbouing
vill ages. This, couped with his acceptable locaion in the cate hierarchy of the region,
enhances his trustworthiness fadlit ating colledion and dstribution d remittance money
by him. Since trustworthiness and credibility work as collateral in informa financia
dedings and transadions, the operational area of a tapawala is generally confined to
areas where he is known. This also determines the ‘cachment’ areaof his remittersin the
city.

Carrying money in atin bax also has other reasons. A tapawala not only carries money
from the workers, but during the ealier yeas also caried letters, gifts such as clothes and
gold, consumer durables like transistors, tape recrders etc., and celivered them at the
doa steps of the redpients. They charge commisson ranging from Rs.20 to Rs.40 per
transfer of Rs.1000 b were nat charging any money for carrying gfts, letters etc. Since
the tapawalas are invariably known and trusted individuals, they also cary persona
information and matters of concern for the families to and fro between the urban and
rural residences of the migrants. In addtion, he dso ads as the ‘eye-witness of
condtions of families at the village end, and d the migrants a the aty end. He can
hence, aso provide his clients with judgements and assessments of happenings at both
ends. Such exchanges invalve his reporting abou the living and working condtions of
individual workers and their other engagements in the daty to their families at the native
and the condtions of elders; ongoing plans of croppng, strategies discussed and oped
towards coping with dfferent crisis stuations, plans of marriages and aher social
caemonies, inter househad conflicts etc. at the dty end. As couriers of such exchanges,
these tapawalas are nat only able to establish sustainable personal bond with their



clients, but aso reduce anxieties emerging out of ladk of information abou eat ather
between Surat and Orrisa. However, with increasing banking fadliti es, eledronic
transfers, core banking and ATM transfer mecdhanisms, most tapawvalas now do nd cary
hard cash with them. In a way, this minimizes their risk and makes transfers faster. And
with increasing travail s and woes of train travel between Surat and Orisss, most among
them do nd cary gifts etc. for delivery any more. They however continue to cary
information as well as letters.

In addition to the tapawalas, there ae other informal players who by taking advantage of
modern communication fadliti es, existing institutional infrastructure and higher costs as
well as time taken by other channels in transferring money, privately run money transfer
services cdled the ‘Bayu Seba Service . These private remittance service providers are
known as ‘Private Operators in Surat. They deliver money to the payees within periods
ranging from 6 to 48 hous of colledion dgpending on amourts of service targes
recaved. Most migrants find it convenient to transfer money through informal money
remittance dannels. Evidently, the Private Operators and the tapawalas have substituted
formal remittance service providers sich as banks and past offices to asignificant extent.
Their popdarity in the remittance market is apparently due to client friendly feaures like
minimum paperwork, spedd, retention d confidentiality, less expensive and frequent
presence in areas where no formal sedor providers exist or appea keen to enter. The
process associated with remittance olledion, their disbursa at origin and aher
asciated modalities as pradiced by the tapawalas and Private Operators are dedt in
sedion 3.1and 3.2respedively.

2.1 Formal Money Transfer Mechanisms

Present day forma money transfer medhanisms fall into two broad caegories, viz. (i)
paper-based and (ii) eledronic. The former includes use of cheques, bank drafts and
money orders (MO), whil e the latter fadlit ates fundtransfer through internal bank branch
networks like Core Banking Services (CBS) and debit cards. These mechanisms can be
further sub-divided depending on the requirement on part of a dient to have an acount
or not in afinancia institution in order to send a recave amoney transfer. For instance,
only an acount halder in a bank can accessa cheque bookfadlity. Thus, sending money
through cheques requires having a bank acwourt. Similarly, the redpients too red
acouns to credit their money receved through cheques. Thus, transfer of money
through cheques requires one’s having bank acourt either to remit or receve. In case of
bank drafts, though the senders need na necessarily have acourts, the recevers canna
do withou it.® Since deques and hank drafts are sent through post, they can be lost or
misplacel in the transit. Andin case of postal delays, much timeislost in receving them.

The Bayu Stha Serviceliteraly means ‘ Service by Air’. No air service however is asociated with such
money transfers, though the phrase gives an expresson of spealy money transfer and has indeed
beoome popular as a money remittance dannel among the Oriya migrant workersin Surat.

To avoid any possble loss theft or malpradices, bankers generally issie Demand Drafts (DD) payable
to the acount holder (acount payeg. The arangement is meant to ensure that a DD cannot be
appropriated by a third party since it is not paid in cash over the murter. It is the same in case of
acount payee deques.



Even in the best of cases, the reapient must wait for a dheque/ draft to arrive and then get
them cleaed from the bank.

Clients not only care but remain concerned abou the speead, convenience and cost of
using spedfic medianisms whil e transferring money. Compared to paper-based transfers,
eledronic systems are faster, more @nvenient and less expensive. For any eledronic
transfer, the redpient must have abank acourt, where the remitter has to deposit the
amount in a correspondng bank kranch at the redpient’s acournt. It hardly takes any
time to credit deposits made by remitters to the reapients’ acourts with the posshility
of money being withdrawn the very next moment. Importantly, such a transfer
medhanism neeals CBS at both ends. In case aredpient has a debit card under the VISA
system, s(he) can withdraw funds from any of the bank hbranches working under the
VISA network. A study in Latin America has foundthat debit card withdrawals are the
least expensive against any transfer methodin the remittance market (Orozco, 2003.

In spite of a growing use of eledronic fundtransfers, paper-based modes gill continue &
an important form of money transfer in the domestic remittance market. However, the
requirement of having a bank acourt in order to send a receve money transfers, limits
the use of formal remittance dannels. This is becaise most migrant workers do nd have
bank acourts. Money Orders do nd cdl for having bank ac@urts ether for the senders
or the recavers and a redpient receves cash upon pesenting his sgnature or thumb
impresson onthe prescribed form to an authorised postal staff. Like deques and bank
drafts, redpient of an MO need na wait to receve the transferred fund. However, delay
in delivery and dten retaining afradion d the anount by the Post Master ill egally at the
native end pohibits migrant workers from using such past-office fadlities for
transferring money.* Reasons of never using or discontinuing use of formal channelsin
transferring money are discussed in aforthcoming sedion.

3. MODES OF REMITTANCE COLLECTION AND DISBURSAL BY
INFORMAL CHANNELS

3.1 Tapawalas

Since workers in Surat receve their remuneration in two installments, i.e., onany of the
days between 5" to 10" and then 25" to 30" of eadh month, tapawalas come to Surat
around these dates for colledion d remittances. Importantly, most of these tapawalas
colled money from migrants doa steps and make the same available & the other end
normally within a week’s time. Known to the remitters, they are not asked to provide
with any recapt of the anourt handed ower for transfer. A tapawala however keegs
records of the senders’ names, amourts of remittance and nrames and addresses of family
members to whom the money is expeded to read. Depending on the size of remittance,
generally in multiples of Rs.1000,the service darges vary; though broadly remain within
the range of Rs.15 to Rs.40. The pattern indicaes that with the anourt of remittance
rising, service darges tend to deaease with additions of ead unt of thousand rupees in
the transfer amourt.

*  Postal money orders are estimated to provide one per cent of formal international money transfers

(CGAP, 2005



Till abou the ealy 199Gs, nealy al the tapawalas caried hard cash with them and
disbursed the same to the redpients. Gradually, some anong them began to carry money
through baenk drafts, particularly those having an acournt with some formal financial
ingtitutions. Because of enhanced accesshility to core banking services and fadlity of
money withdrawal through debit cards in various ATM (Automated Teller Madine)
courters, nov tapawalas rarely cary hard cash with them. They colled money and
deposit in their acouns with spedfic bank branches at Surat. After the olledion gets
over, they return to their natives and withdraw money from the matching banks in Orissa
for disbursal. In ead o the trips, they follow the same procedure of remittance
colledion, transfer and dstribution.

Importantly, the dedronic transfer of money has not only minimized risks of theft or
other potential loses but also made money transfers easier and faster. Increasing
competition among informal players in providing remittance services with minimum
costs and within shortest possble time has indeed made the tapawalas to be drawn more
towards opting for the dedronic transfer system. As a result, they are becoming more
like the ‘professona’ money transfer providers, and are no more @le to maintain
interpersona relations with clients and their families. It appeas that the dficiency and
spedal that has come with techndogicd advancement in money transfer has a social
downside & well. The more professona and ‘tech-savvy’ tapawalas are no more
interested in providing other ‘nonmonetary’ services like the eailier days to the migrants
at Surat andtheir families at Oriss.

3.2  Private Operators

Figure 1 shows the structure and medhanisms adopted by private operators while
colleding and transferring remittances to the migrants' families at their native locaions.
Similar to the tapawalas, most private operators colled money from the doar steps of the
remitters. Some among them have opened counters at different locations in the dty where
workers deposit amounts to be remitted. Person coll eding the money at the doa step o
the counter, records detail s quch as (i) amourt being remitted; (ii) names and addresses of
the senders and their family members to whom money shoud read, and (iii ) the dates of
colledion. These details are recorded on a prescribed form and a recept issued to the
remitter. For a transfer of Rs.1,000, a private operator generaly charges an amount
ranging from Rs.20 to Rs.40 as commisgon, and ddliver the anourt at its destination
within two to three days of receving the same & this end> Normally however, the
service darge(s) vary inversely with the anourt of money to be transferred, and dredly
with the speed of delivery expeded. For instance the maximum commisson charged

Private operators hardly ever record the anount of commisson charged on the recépts isaied to the
remitters. This may be due to their ladk of recognition as ‘legal’ institutions and also perhaps because
of its potentials to attrad relevant government taxes. In addition, the competitive environment within
which they work compel them to maintain seaecy and thereby conced information about their
commisson slabs which may even be varying at times acoss‘seasons — espedally with the rise and
dip in the volume of remittances. Also, as the same gency is involved at both the ends, they hardly
fed the neaed of maintaining any systematic record on commisgon(s) colleded. Only a few such
service providers working on a partnership basis at both ends, equally share the ammmisdgons receved.



goes up to Rs.60 for transfer of one thousand rupees expeded to reat the payeewithin
six hours of receving the deposit at the lledionend.

Figure— 1
Structure of Money Transfer Channel Used by Private Operators
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Some private operators coll ed remittances through agents. Based onthe manner of their
functioning in the remittance market, such agents can be placal into two groups. The first
groupis appanted by the private operator himself, generally from among his relatives or
persons known to him. They colled money under their employers banners and take
around ore per cent of the total remittance ®lleded as charges towards undertaking the
job. Private Operators appant such agents normally in packets where the volume of
remittance olledion daees not read a aiticd minimum to justify a courter. In ather
words, where the st of runnng a ounter is likely to be more than the
commisgon expeded to be generated through colledion, operators prefer to placetheir
agents there.

The second group, who may be cdled as ‘fredance agents, colled remittances on their
own and fadlit ate money transfers through private operators. Since such agents colled
remittances from known sets of people, the network reduces the posshility of entry by



other informa players into their ‘constituencies. Commissons charged by them
normally remain at par with the private operators or occasionally a bit more. Subsequent
to colledion d money from remitters, these agents hand ower the anourt(s) to the private
operators with whom they remain linked. They keep a cetain percentage of the money
colleded as commisgon. Hence, the net commisson in case of a fredance aent for
transferring money is the diff erence between the amourt he raises from the remitters and
the rates that he pays to the private operators. Along with the money colleded, they
furnish the aldresses of the remitters and redpients, and the figures related to the
amourts to be sent to respedive locaions at Orissa. After colleding the money from
these ayents, private operators transfer it through their own channels by numbering eat
of the money transfers and maintaining relevant records including dates of money
receved from the fredance gents.

The private operators always prefer to have trusted and reliable staff while deding with
money. Frequently, they keg persons closely known to them for smocth functioning of
businessand aso to avoid being cheaed as well asthe fea of misappropriation o funds.
In absence of such risks, the fredance ajent need na necessarily be aperson knawvn to
the private operator. Generaly, proprietors of STD phore boahs, grocery shops, Pan
bidi shops; belonging particularly to Oriya migrants gaying in Surat since long work as
agents to these private operators. Occasionally, the same individual works as an agent to
severa private operators at the sametime.

Once olleded, the remittances are deposited on the very same day at the main
remittance olledion courter. In some caes, based onthe number of colledion courters
private operators appadnt one or two persons to colled deposits on a daily basis and
deliver them at the main courter. While acceting cash from the staff, the private
operator or the member(s) of his family working with him in this businessor his asgstant
once gain crosschedks the detail s of coll edion. Following this, a‘statement’ is prepared
and sent to the main remittance disbursal counter at Orissa through fax on the same
night.® The remittance amourt is then deposited in their acourts with correspondng
bank branches at Surat in the first banking hou of the very next day in order to credit the
same in favour of their counterparts at Orissa. The person at the other end withdraws the
money from the bank on the same or the next day and dstributes among thase whose
addresses find mention in the statement. Depending on the volume of transfer and service
areg at times the operators engage individuals for distributing remittances to the payees
aaossregions.’

Significant to nae here is that the private operators hardly use pulic sedor banks to
transfer funds from Surat to Orissa. Of the migrant workers too, orly a handful use banks
for remitting money to their natives. And, d the few doing so are dso foundto use the

®  This gatement includes data on amount of remittance, date of colledtion, money transfer number

(M.T. No.), and names and addresses of the senders and payees.
" Similar to colledion of remittance a Surat, the private operators engage persons known to them for
their distribution.



services of the private operators and tapawalas. As bankers at the Surat end do no
transfer cash to the branches and the cmplementing banks at the Orissa end, they seem
to find it difficult and perhaps cumbersome to ded with such huge olledions deposited
spedficdly to redize transfers. This appeas to be the reason as to why the formal banks
tend to avoid issuance of a demand daft or transferring the depasits of a private operator
in the @rrespondng bank kranches at Orissa. Evidently, in such transfers money is
withdrawn as onas it gets credited, learing the banks withou a dyanceto hdd money
even for aday. Notably, demand for liquid money is often more than that of current cash
balance d the mrrespondng bank branches in Orissa. In such situations, banks clea
funds ealiest on the next banking day, and the processfurther delays the distribution o
remittances to the payees. Since such money transfers take placeonly on the names of
individuals, pulic sedor banks often tend to douli the aedentials of these informal
transfer providers and avoid acceting such transadions from them easily. Hence the
private operators depend mainly on pmivate banks for transferring such funds.®
Occasiondly even private banks dhow their reluctance towards transferring such funds
from Surat to their branches in Orissa.

In situations where the private operators fail to transfer the funds through banks, they
often tie up with moneylenders at the native end to make the required money avail able &
the origin. For instance in oder to relesse an amount of Rs.1,00,000at Oriss, the
moneylender at Surat takes Rs.1,00,250from the private operator. The alditional amount
of Rs.250may be treaed as his commisson for transferring the funds. Once the money to
be transferred by a private operator is depasited aong with the commisgon to the
moneylender at Surat, the transadion is then fadlit ated through a passwvord given by the
Surat moneylender to his counterpart at Orissa and to the party transferring the money.
The private operator then informs his counterpart at Orissa of the passwvord and the
respedive ourterparts of the moneylender and the service provider at the native end
transad the delivery and recept of the money through matching the passwvord.

Person dsbursing the remittance records the money remittance number mentioned in the
statement and the date of delivery on a given format, and colleds sgnature (name) of a
witness and issues a @wpy of the same to the redpient. Anather copy goes to the main
remittance disbursal courter for records. For ead statement going from Surat, the
courterpart unit at Orissa prepares a @rrespondng ‘statement’® on the disbursal of
remittances, which is then sent to the remittance olledion courter at Surat through fax
for records as well asfor fadlit ating respornses to any inqury.

Unlike the tapawalas, private operators are more organized and professonal in providing
remittance services. Their average volume of transfer is substantially higher than the
tapawalas. The diff erence between private operators and tapawalas lies in terms of their
interpersona relations with the senders and recevers. For a Private Operator it is not

Private sedtor banks that are commonly used by these operators include ICICI, Indusind, Axis, Kotak
Mahindra, Karur Vysya and ING Vysya.

While carying signature of a witness it includes information on the money transfer number and the
date of delivery.
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necessary to knaw the sender personaly, as much o the remittance money is colleded at
the counters or through agents. However, it is the existing inter-dependency and relations
between the tapawalas and their clients that has sustained the function d tapawalas as
service providers till date, even while many private operators are providing the same
faster. Nonetheless with increasing demand d speealy delivery of money over the time,
and rising competition among the private operators themselves, the growth of tapawalas
has been stunted duing the recent yeas.

4. SIZE OF MONEY REMITTED BY ORIYA MIGRANTS

Table 1 presents data on the size of remittances with resped to the nature of employment
of Oriya migrant workers in Surat. Evidently, the average size of remittance through all
channels during the last twelve months dands as Rs.1427.1ts sze however varies aaoss
migrants. For instance, an average anourt remitted by a wage worker is Rs.1378 a
month. As against this, an employeewith the private sedor and those with self-employed
jobs remit Rs. 1532 and Rs. 1655 respedively. Clealy, in absolute terms, the self-
employed migrants remit larger amourts than those in private jobs and wage works,
though in terms of propation d their income, the remittance by the former group is
smaler. The asolute anourt of remittance and popation d income remitted thus
significantly vary among diff erent occupational groups. Notably, the anourt remitted per
mornth has a paositive arrelation with the eanings of a migrant worker, whereas the
correlation coefficient between amount of money eaned and popation d income
remitted was foundto be negative'® (see @pendix 1). It also becomes evident from the
same set of data that the asolute anount of remittance and propation d income
remitted has no significant relation with size of landhdding.™

Table 1. Average Size of Money Remitted per Month by Oriya Migrantsin Surat by
Their Nature of Employment

Nature of employment Averageincome Remittance  Propation d

(inRs) (inRs) income remitted
Wage labourer (a +b) 3340 1378 41.3
(a) Daily wage 3166 1382 43.6
(b) Piecerate 3602 1372 38.1
Employeesin private enterprises 4461 1532 34.3
Self-employed 6429 1655 25.7
All caegories 3761 1427 37.9

Table 2 gives data on the remittance behaviour of Oriya migrants by nature of their living
arrangements at the destination pant. We have mnsidered five different types of living

19 The findings corrobarate with Johnson and Whitelaw (1974, and Oberai and Singh (1983. However,
a study of migrants from eight largest cities in Kenya by Rempel and Lobdell (1978 shows a positive
correlation between amount of money eaned and propartion of income remitted.

' Defined as amount of land owned (in acres) by the migrant’s family at the time of interview. Banerjee

(1987 too finds an insignificant correlation between the anount of money remitted and ownership of

land.
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arrangements viz., those living with (i) the entire extended family; (ii) their wives and
children leaving other members at the native end; (iii ) their fathers; (iv) their brothers and
(v) as sngle or lone migrants from the families back home. As expeded, migrants living
with their entire families at the destination remit the lowest amourt i.e.,, Rs. 267 pr
month, for they do nd neead to suppat many dependents and relatives at the origin.
Indedd, they tend to gradually lose their conredions from their native vill ages and settle
more or lesson a permanent basis in the dty. Occasionaly however they send money, at
times in form of gifts to their married daughters or as uppats to aged parents or grand
parents particularly on spedfic socia occasions. Elsewhere, it has been stated that
migrants planning to settle in urban centres tend to remit less than those intending to
return to their native places (Banerjeg 198J).

Table 2: Average Size of Remittances Sent per Month by Living Arrangements
Among the Migrant Workers

. Average Remittance Pro_portion
Living Arrangements Income (inRs) of income
(inRs.) ' remitted

With family members (sum of a to d) 4289 1335 31.1

(@) Entirefamily 5963 267 4.5

(b) With their wives and children 5919 1172 19.8

(c) With their fathers 2456 708 28.8

(d) With their brothers 3658 1579 43.2

Single migrant 3394 1557 45.9

It appeas that the migrants who live with their wives and children at the destination after
leaving their extended families at the native end, remit only 19.8 per cent of their income.
This is because the married heads with their wives and children at Surat spend a higher
propation d their income & the destination itself. Thase living with brothers and the
single migrants remit an average anourt Rs. 1579and Rs. 1557 @ month respedively.
Significantly, compared to ahers, the single migrants whether married or not remit a
larger share of their income. Out of the 59 single migrant responcents, 41 pEr cent are
married and work at Surat having left their wives and children at their native places.*?
Such migrants are likely to have ahigher commitment and propensity to remit compared
to the unmarried migrants. Based onthe data in table 2, it can be inferred that migrants
who are married bu staying alone & Surat are likely to remit more than the unmarried
migrants. And the fad that migrants living with their families at Surat remit much smaller
share of their income compared to the single migrants, suggests that the extent of need for
money to cope with the househald requirements of families at the destination dees not
al ow such migrants to remit more.

12 Of the 25 migrants living with their brothers at Surat, 32 per cent are married and migrated after

leaving their wives and children at the native vill agesin Orissa.
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4.1 Determinants of Remittance Behaviour

From the analysis given in the precaling sedion, it appeas that the volume of income
transfer varies aaoss migrants in terms of their living arrangements, marital status,
castes, places of origin etc. By picking on spedfic dissmilar socio-emnamic variables
that charaderize migrants and their households and relating them with their remittance
behaviour, it is posgble to isolate the fadors that tend to influence the size of remittance
This would also help in capturing the magnitude of influence of ead variable interading
simultaneously on remittance behaviour of the migrants. In order to do so, the Ordinary
Least Square regresson model has been used here with the average monthly remittance
(AMR) being considered as the dependent variable in the analysis. Thisa priori model on
the determinants of remittance has been speafied with the foll owing variables.

() Migrant’ s Average Monthly Income (INCOME)

Income of a migrant at the destination pant is an important factor governing the size of
remittance It is asumed that larger the income, larger would be the size of money
transfer and vice vesa. And therefore, INCOME is expeded to be positivdy associated
with the AMR.

(i) Outstanding L oan at Destination (CREDIT)

Towards meding the day-to-day needs of expenditure and dso to remit money, amigrant
often barows from his friends, pees, relatives and co-workers with or without interest.
Out of our total sample, 44 migrants had loars outstandng & Suat at the time of
interview. Sgnificantly, the average size of outstandng loan per month for all migrants
is Rs.288, meaning that he has to depend to the exent of 20.2 mr cent of his AMR on
credit. Snce ¢edit works as an addtiond source of fund,it islikdy to influence the size
of remittance positivdy.

(i)  Ageof the Migrant (AGE)

Elderly migrants often find it difficult to work at the pace and speeal that the younger
migrants may adog while working. Increasing ace is likdy to reduce income at the
destination andin turn effed the size of remittance Nevetheless the likdihoodto remit
money may reduce beyond acetain age. Among ou respondents, the youngest and the
oldest migrants were 18 and 5lyears of age respedivdy. The median age among
workers is around 30years. A dummy Vvariable for age (having avalue of one for those
abovethe median leve of age and zero for those below the levd) has been used to assess
its likdy impact on remittance with dder age of a migrant expeded to be negativdy
corr elated with the AMR.

(iv)  Length of Stay a Surat (STAY)

Probahlity of employment oppartunities is expeded to rise over time as migrant workers
widen their contacts and knowledge regarding the intricacies of the urbanlabou market.
This suggests that one's length of stay at the destination may result into ore's having a
consistent as well as rising income across months and years. And this may pasitivey
influencethe size of remittance
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(V) Y ears of Schoding (YS)

Expeded here is that educated migrants are likdy to remit a larger propation o their
income eva while their qudifications may not help them in earning more than the
prewailing average income. Implied here is that remittance @n be attributed as
repayment of a social debt incurred in oltaining education (Johnson and Whitelaw,
1974. Thus, years completed in formal education by a migrant could stimulate the
amourt of moneytransfer in a pcsitive manrer.

(vi)  Migrant's Status (MS)

Sngle migrants tend to remit higher amourts and onan average a larger share of their
earnings to their families. Smilarly, married heads living done at the destination ae
likdy to send more money than married heads living with their wives and children. A
dumny variable for the migrant's gatus (having avalue of one in case of single migrants
and zero for others) has been used to assessits impact on the remittance behaviour. A
paositive asociation between these two variables is expeded.

(vit) Dependency Ratio (DR)

This has been defined as a ratio between number of nonworkers andworkers. The size of
remittanceis expeded to have a pasitive association with the 'dependency burden’ at the
native end, i.e., higher the DR, greater the size of remittanceandvice vesa.

(viii) Income of a Migrant's Household at the Origin Excluding Remittances
(INCORG)

If a migrant’s household back home has enoughincome from different sources, the leve
of dependence on remittances is likdy to be less Thus, the commitment to send moneyis
expeded to belesser for migrants from households having enoughincome at the origin.

The definitions, measurements and descriptive statistics of the variables used in the
anaysis are given in table 3 and the estimated results outlined in table 4. Notably, all
parameters refled expeded asociations and are significant except for the wefficients of
STAY, YS, DR andINCORG.

The oefficient of INCOME is paositive and highly significant, implying that an increase
of arupeein income & the destination leads to an increase of 0.27 rupees in the average
monthly remittance This trend remains in line with ealier studies which identify income
of migrants as an important fador that determines the size of remittance. As expeded, the
coefficient of CREDIT too is positive and statisticdly significant. This confirms that
credit at destination can stimulate the anourt of money transfer. As suggested by the
negative and significant coefficient of AGE, migrants who are more than 30 yeas old
remit 421 rupees lessper month compared to thase who are below 30 yeas of age.
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Table 3: Definiti ons, Measurements, Descriptive Statistics and Expeded Signs of
Variables used in the OLS Equation

Mean and Expeded

Variables Description Standard Sign
Deviation
Dep. Amourt of remittance per month (in Rs.) 1426.69
variable (966.17
INCOME Income of amigrant per month (in Rs.) 3761 +ve
(1774.19
CREDIT Amourt of outstanding loan at destination 287.76 +ve
(in Rs./month) (611.93
AGE Age of the migrant 0.34 -ve
=1, if the migrant is more than 30yeas old (0.48
=0, aherwise
STAY Number of yeas sayed at Surat 10.04 +ve
(5.89
YS Y eas of formal schoding 7.79 +ve
(3.27
MS Migrant's datus 0.59 +ve
=1, asingle migrant (0.49
=0, aherwise
DR Dependency ratio 1.63 +ve
(1.26
INCORG Income & the origin excluding remittance 18112.40 -ve
(Rs./yea) (26922.07

Notes: (1) Figuresin parentheses dencte standard deviations. (2) Number of observations = 100

Table 4: Determinants of Size of Remittance OLS Results

Variables Coefficients t-vaues
Constant - 317.448 - 0.948
INCOME 0.275* 6.366
CREDIT 0.764* 6.597
AGE -421.168** - 2.145
STAY 18.790 1.186
YS 22.535 0.927
MS 459.537* 3.141
DR 61.319 0.962
INCORG - 0.001 - 0.540
R-squared = 0.54

Number of observations =100
* at 1% level of significance ** at 5% level of significance
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The wefficient of STAY though pasitive, bu is not significant. However, the positive
sign attached to it indicates a more likely association ketween length of stay and size of
remittance Interestingly, the @solute anourt of remittance and the propation d income
remitted have pasitive but a rather weak correlation with a migrant’s length of stay at the
destination pant (see gpendix 1). It seems that length of stay, if at al, has only a meek
impad on the size of remittance in absolute & well as relative terms. Elsewhere, it has
been mentioned that recent migrants $nd as much as longstanding migrants, though the
propation d income remitted dedines with longer stay in the dty (Oberai and Singh,
1981).

The oefficient of YS being paositive and insignificant implies that one's level of
education herdly has any influence on the anourt he remits. Thisis also evident from the
poa correlation coefficient values between a migrant’s yeas of schoding and the
absolute as well as propation d income remitted (see gpendix 1). In the preceding
chapter we have drealy noted that educaiona qualificaion herdly has an impad on
one'sincome d the destination. Evidently thus, educaiona levels espedally after apaoint,
neither adds much to ore’sincome & the destination and na does it influence the size of
remittance

With the wefficient of MS being paositive and significant at one per cent level, it appeas
that other things remaining the same, a single migrant remits Rs.459 more compared to
migrants living with their wives and children and also those residing with ather family
members at the destination. This auppats the agument that single migrants appea more
committed to remit compared to the others. The positive but insignificant coefficient of
DR indicaes its feeble assciation with migrant’s remittance behaviour. This suggests
that even if there exists a high dependency ratio at the native end, a migrant worker finds
it difficult to remit an amourt beyond a certain limit. Hence, DR does nat emerge &
criticd afador, orce the remittance reades a spedfic size. As expeded, the efficient
of INCORG is negative but insignificant. Notably, the propation o income remitted and
eanings a origin excluding the remittances are negatively correlated, suggesting that
higher the income & origin minus the remittance lower would be the propation o
income remitted and vice vesa (see gpendix 1).

5. REMITTANCE CHANNELSUSED BY ORIYA MIGRANTS

Table 5 gives data on money remittance dannels used by Oriya migrants in Surat. Only
12 migrants reported abou sending money through banks, while only two used the post
offices for transferring money. An overwhelming share of migrants either has never used,
or discontinued use of banks as well as post offices for transferring money. Evidently,
the number of migrants snding money through co-workers and relatives is aso
dedining, for most of them are increasingly depending on pivate operators and
tapawalas for remitting money back home.

Significantly, of the 12 migrants using banks for transferring money, 5 also remit through
private operators and 2 through the tapawalas. Smilarly, 3 d the migrants are using
tapawalas as well as private operators. There is also an evidence of shift from one
informal channel to the other for transferring money. For instance, 3 have shifted from
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tapawvalas to private operators and ore has difted from private operators to tapawalas. In
seven cases however, there has been a shift from one private operator to the other. Based
onthis, it can be stated that a migrant often uses more than ore channel for transferring
money at agiven pant of time.

Table 5: Money Remittance Channels Used by Oriya Migrants

: Never used Wasusing Using at Total
Money Remittance Channels ealier oresent
Banks 54 34 12 100
Post Offices 44 54 2 100
Private Operators 21 1 78 100
Tapawvalas 84 3 13 100
Co-workers® 50 25 25 100
Relatives” 82 14 4 100
Self/other family members 14 0 86 100

Notes: (1) * includes al pulic and private sedor banks. (2) * includes persons other than
family members and relatives belonging to remitter's own village or neighbouing
vill ages and working at Surat. (3) ¥ includes cousins, urcles, brothers-in-law, fathers-
in-law, nephews etc. working at Surat.

Notably, sincethe entry of private operators in the remittance market in 1998,increasing
number of migrants have been remitting through them over the yeas (table 6).* For
instance, duing 199899 to 20M-01, oy one migrant in ouw sample was remitting
money through a private operator. Thisincreased to 15 ky 200304, andfinaly readed to
62 by the end d the financial yea 2006:07. Of the 100 responcents, 78 were remitting
money through private operators by the last day of our interview. Similarly, the number
of migrants snding money through tapawalas has readed from 4 to 13 duing the same
period. The key findings emerging from the data ae, that (i) more than 90 per cent of the
migrants use informal channels for sending money badk home, and (ii) tapawvalas aded
as important money transfer service providers before the emergence of private operators
in the remittance market.

Table 6. Time sinceMigrant Workers Started Using Informal Money Transfer Channels

Financia Yeas

Informal money 199899 200102 200405

transfer channels to to to Total
200001 200304 200607

Private Operators 1 15 62 78

Tapawalas 4 4 5 13

3 In an FGD conducted with informal money transfer service providers, we leant that the Bayu Seba

Servicewas garted in Surat during 1998and since then the ingtitution has been playing a major role in
the remittance market at the origin as well asthe destination points.
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Based onthe data given in tables 5 and 6, it can be stated that (i) sincethe rate of growth
of remitters opting for private operators is ubstantially higher compared to ather
informal channels, the former seans to daminate the remittance market at Surat; (ii) with
hardly any growth in the number of migrants nding money through tapawalas, their
spacein the remittance market seems constricted; and (iii ) the remitters consider private
operators and tapawalas as more dfedive agencies than the formal channels like banks
and past offices aswell as other informal channels like a-workers and relatives.

Table 7 gives data on the status of using banks and past offices for transferring money by
responcents’ periods of migration. Significantly, of those who migrated to Surat before
199798, as many as 54.2and 68.7per cent have remitted money through banks and past
offices respedively. Of those who migrated between 200405 and 200607, orly 15.4 per
cent has ever used banks for sending money. In case of sending money through paost
offices, the mrrespondng figure is merely 7.7 per cent. Notably, the per cent of migrants
using banks and past offices for transferring money has been dedining progressvely
since 199899 —atrend that has been faster in case of paost offices as against the banks.

Table 7: Responcents’ Period o Migration and Status of Using Formal Money Transfer
Channels onthe Date of Interview

No. o Migrants who Ever Used

Period o migration Number of Formal Channels*
migrants Banks Post Offices
Up to 199798 48 26 (54.2 33 (68.7)
199899 to 200001 21 9 (42.9 13 (61.9
2001-:02to 200304 18 9 (50.0 9 (50.0
200405 to 200607 13 2 (15.9 1 (7.9

Notes: (1)* includes those migrants who have used Banks or Post Offices at least once for
transferring money from destination to arigin after having migrated to Surat. (2)
Figures in parenthesis of ead o the cdls denate percent of migrants using formal
channels during the crrespondng periods of their migration.

Table 8: Time since When the Migrant Workers Stopped Using Spedfic

Money Transfer Channels
Financia Yeas
Discontinued use of 199899 2001-02 200405
to to to Total

2000601 200304 200607
Post Offices o) 13 32 22
Co-workers 1 7 17 o5
Relatives 1 3 10 14

Data given in table 8 show that migrants have stopped using banks, post offices, co-
workers and relatives for transferring money at an increasing rate since 199899. The
phenomenon hes become more pronourced after 200304, espeaally with the entry of
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private operators and tapawalas in the remittance market. Since many of them have
stopped using banks, past offices, co-workers and relatives and nav remit through private
operators and tapawalas, it can be inferred that the informal channels are substituting the
formal ones fast. And, the reasons for gradual reduction in the use of co-workers and
relatives for sending money badk home, can be atributed to (i) the digunction between
their periods of visit and requirement of money at home; (ii) ladk of reliability, and (ii)
the avail ability of aternative dnannelsthat are more dfedive. The next sedion dedswith
reasons as to why the remitters have ather discontinued or never thought of using formal
channels for transferring money.

5.1 Reasonsof Avoiding Formal Channels of Money Transfer

Data related to reasons asociated with remitters discontinuing the use of banks in
transferring money are given in table 9. The reasons noted are nat mutually exclusive. Of
those who have stopped using banks for money transfer, 67.6 mr cent explained of their
doing so dwe to loss of time & a result of long queues at the banks while procuring a
demand draft (DD), for to get it made and send by post one loses nealy a day.** Workers
in the day shifts lose aday’s work, and those in night shiftsfind it difficult to go andline
up in a queue for procuring a DD. In addition, the relevant form has to be filled in
English, which for most of these migrants is difficult to follow, and on ead such
occasion they have to seek help from someone. Even for a minor error in the form, the
bank personrel tend to rejed the request and send them badk to get it correded. Under
the drcumstances, ore is compell ed to go and stand in the long queue again, and in case
of his turn na coming within the stipulated banking hour, he has to approach the bank
again the next day. Notably, most of the times bankers do nd issue the DDs immediately,
and ask the goplicants to come later in the dternoonto procure the same. We were told
that in some caes, it took more than aday to procure aDD.

In order to avoid any loss or theft, bankers generally issue ‘acount paye€ DDs. This
makes it impaossble for a nonacourt holder to transfer money. Thus, most migrants do
not use banks, for hardly anyore in their families hold a bank acourt at the origin.'®
Some migrants nd DDs to their relatives having bank acourns who dten credit them in
their acouns in their own convenience and then deliver the money to the migrants
families. This makes a migrant completely dependent on the acournt hoder pladang the
adual redpient completely at hissher mercy. Frequently, such acount holders charge
some @mmisson (ranging from Rs. 50-100 er draft) for their service'® We were told
that the pradice of charging commissons for encashing the draft and delivering money is
common in the district of Ganjam. Moreover, a remitter has to make requests to the
acount holder every time before sending a draft. Only on this court, as many as 14.7 per

14" Due to non-avail ability of core banking fadlity in most of the rural bank branchesin Oriss, DD is the

only mechanism of transferring money.
5 For more details on status of holding acmunts at origin and use of banks for transferring money, see
Appendix — 2.
¥ There is no formal logic on which such service darges are determined. It is likely that the acournt
holder charges sich amourts to the redpients in order to med his cost of travel and the oppatunity
income lost for the purpose. Payment of such amounts was reported by ten of our sample respondents.
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cent of the migrants expressed their unwilli ngness to seek such favour as reason for their
discontinuation d using banks for sending money. Some migrants as well as their
families prefer to keep the matter of money transfer private and confidential.

Table 9: Reasons for Clients Discontinuing Use of Banks in Transferring Money

(N =34
Number  Percentage
of clients  of clients’

Reasons for discontinuation

Cumbersome procedures and paper work at banks 7 20.6
Unsuitable banking hous 6 17.6
Lossof time due to long queues at the banks 23 67.6
‘Invalidity’ of bank acourt at the native place 2 5.9
Intimidating behaviour of the bank personnrel 6 17.6
Compulsions of travelling long distanceto get a draft made 8 23.5
High transadion costs at the native end 5 14.7
Much time taken in recaving money at the native end 17 50.0
Delayed delivery of money not meeding the purpose 4 11.8
Occasiona nonrecept of the full money 2 5.9
Unwilli ngnessto seek other acourt holders' favour 5 14.7
Inability to maintain confidentiality 7 20.6
More @mnvenient to send through co-workers and relatives 1 2.9

Accesshbility to convenient informal channels® 33 97.1
Notes: (1) # derived from the total number of migrants who were using banks for transferring
money ealier but have now discontinued. (2) * includes private operators and tapawalas.

This is particularly to avoid attrading claims from money lenders or thase to whom they
may be indebted to, a even to minimise the risk of thefts. Since bank drafts are properly
documented and sent through mail, maintaining seaecy often becomes difficult. Nealy
21 per cent of migrant remitters expressed their inability to maintain confidentiality as the
cause behind stoppng to send money by bank drafts. Around 50 pr cent of the
responcents has discontinued sending money through bank drafts as it takes long to
recave money at the native end. Indeed, as much as 97.1 per cent of the remitting
migrants prefer informal channels over banks due to their essy accesshility (table 9).

Data on reasons for never sending money through banks by Oriya migrants are given in
table 10. Out of 54 migrants who rever used banks for transferring money, 40.7 per cent
attributed the reason to their family members not having any acoun at the native place
As many as 31.5 er cent stated that they ladked knowledge &ou banking procedures.
Similarly, fadors such as cumbersome procedures, loss of time on acount of long
gueues at the banks, uravailability of correspondng bank kranches, compulsions of
travelling long distance to get drafts made, urcertainty of maintaining seaecy etc., are
highlighted by some migrants as reasons for nat sending money through banks.
Significantly, as many as 22.2 per cent of migrants are of the view that there was no reed
to send money through banks as private operators and tapawal as have been providing the
same service d their doar steps ever sincethey had migrated to Surat.
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Table 10: Reasons for Never Using Banks for Money Transfer

(N =59
Number of Percentage
Reasons migrants of
migrants*

No surplusto remit 3 5.6
Ladk of knowledge &ou banking procedures 17 31.5
Cumbersome procedures and paper work at banks 9 16.7
Lossof time due to long queues at the banks 8 14.8
Unsuitable banking hours 4 7.4
Unavail ability of correspondng bank branches 6 11.1
Compulsions of travelling long distanceto get a draft made 10 18.5
Intimidating behaviour of the bank personnrel 4 7.4
Not having an acourt at the native place 22 40.7
Unwilli ngnessto seek other acount holders' favour 7 13.0
Fea of adjustment with dd loans at the native 2 3.7
Much time taken in receving money at the native end 7 13.0
Difficultiesinvaved in maintaining confidentiality 9 16.7
Isnat cost effedive 1 1.8
Uninterested in using banks 1 1.8
Accesshility to convenient informal channels from the 12 22.2
beginning®

More conwvenient to send through co-workers and relatives 5 9.3

Notes: (1) * derived from total number of migrants who have never used banks in transferring
money. (2) *includes private operators and tapawalas.

Table 11: Reasons for Discontinuing the Use of Post Offices for Money Transfers

(N =59

Number Percentage
Reasons of of

migrants  migrants*
Long queues 31 57.4
Costlier compared to private service providers and banks 33 61.1
Delay in delivery of money at the native 38 70.4
Intimidating behaviour of the postal staff 10 18.5
Compulsions of travelling long distanceto send MO 4 7.4
Difficultiesinvaved in maintaining confidentiality 8 14.8
Retainment of fradion d money by Post Master at the native 3 5.6
Accesshbility to convenient informal channels® 50 92.6
Started using banks 5 9.3
More mnwvenient to send money through co-workers and 1 1.8
relatives

Notes: (1) * derived from total number of migrants who were ealier using Post Offices for
transferring money. (2) *includes private operators and tapawalas.
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Reasons for discontinuing the use of post offices for sending money are given in table 11.
The data suggest that around 57.4 pr cent of migrants have stopped sending money
through money orders (MO) since it involves waiting in queues for around 4 hous or at
times even more & the post offices. Asthe relevant courter remains opened orly between
7 am. to 12 noon, pople begin to form queues as ealy as by 4 am. to send their MOs.
And those whojoin such queues by 8 ar 9 am., rarely read the murters before they are
closed. Thus, a remitter tends to lose & least one working day to transfer money through
MO provided he reates the cournter ontime.

Table 122 Reasonsfor Never Using Post Offices for Money Transfers
(N =44
Number of Percentage of

Reasons . :
migrants migrants*
No surplusto remit 2 4.5
Ladk of knowledge ébou Money Order 4 9.1
Long queues at the Post Offices 9 20.4
Costlier compared to private service providers and banks 15 34.1
Delay in delivery of money at the native place 15 34.1
Intimidating behaviour of the postal staff 4 9.1
Difficultiesinvaved in maintaining confidentiality 5 11.4
Accesshility to convenient informal channels from the 12 27.3
beginning
More conwvenient to send through co-workers and relatives 3 6.8
Using banks 2 4.5

Note: (1) * derived from total number of migrants who have never used Post Offices for
transferring money.

Delay in delivery of money is ancther important fador behind dscontinuation d using
post offices for transferring money. Around 70 r cent of the remitters are of the opinion
that it takes at least 15 days for the money to read. Occasionaly, the post master or the
post peon invests and/ or spends the money meant for disbursal for personal use which
delays its delivery further.'” Notably, 61.1 er cent of the migrants discontinued sending
money through past offices as they found it more expensive wmpared to the private
service providers and banks.*® Five of the responcents spoke aout the redpients being
charged an urauthorised commisson d Rs.10 per delivery of Rs.1000 ly the post master.
It is pertinent to nae that as many as 92.6 r cent of the migrants have discontinued the
use of post offices in transferring money due to the eay accessbility and convenience of
informal channels at their doar steps. On the other hand, those who have never used paost
offices for transferring money, cary a @nwviction d loss of time involved in sending
MOs, higher rates of commisgons, delays in delivery as against the more convenient and
easlly accessble informal channels from the very beginning (seetable 12).

17" such incidents were reported by threerespondents.

18 post offices charge a 5 per cent commisson for transferring money which remains constant
irrespedive of the size of money being transferred.
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The two main pants that emerge from the foregoing discusson are, (i) given the
difficulties associated with formal channels on the one hand, and easy accesshility of
private operators and tapawalas providing faster and cost eff edive remittance services at
the doa steps on the other, more than 90 per cent of the migrants prefer informal over
formal remittance dannels, and (ii) while acourting for extra expenses, the ad¢ual costs
of money transfer is likely to be more in formal rather than informal channels. We have
dedt with thisissue in a subsequent sedion.

5.2  Transfer of Money through Different Channels. CostsVs. Volume

From the remitter’s point of view, the dfedive st of transferring money isits red cost
which includes srvice darges, oppatunity costs through income loss and dher
transadion costs. The anount of commisson charged by banks for issiing DD or
transfers of money by post offices through money orders can be wnsidered as the service
charges. The post offices charge 5 per cent as commisgon for transferring money which
does nat vary with size of remittances, though the service dargesin case of DDsvary in
terms of amourts as well as aaossbanks.

In order to procure aDD and send it by post or to send a money order, a remitter
generdly needs to spend realy a day. Since the remitter loses a day’s work in this
manner, the anount of wage lossbemmes an important element as a st of transferring
money. To avoid dfficulties assciated with cdculating the time st of one day, we
have mnsidered the arerage amournt of per day income loss (as in the financia yea
200607) as its equivalent.”® This method has been applied to al wage labourers and
employees in private enterprises. However, in case of self-employed migrants, we have
considered the average anourt of income lossfor half day, for there ae no fixed working
hours for such migrants.

While cdculating the st invaved in remitting, we have not taken the time @sts
pertaining to encashment of the draft by the reapient into acourt. Nevertheless the
commisgon given by him to the acount halder for encashing the draft and celivering the
money to the redpients has been included in the wmst. Besides, the wst of Rs.25 for
sending the draft by registered past and an urauthorised commisson (if any) taken by the
post master / post peon from the redpients have been included in the st invalved in
money transfer.

Since most private operators and tapawalas colled money from the remitters’ doar steps,
it does nat involve aty extra st other than the commisgon charged by the service
providers. They also do na charge aty commisson from the redpients. Hence
commisgons raised from the remitters by service providers constitute the st of
remittance The prescribed amournts of service darges raised by the Shramik Sahgjog
(S9?° and aher private operators as well as tapawalas are given in table 13. The data

19 Average anount of income lossper day = (Total income & Surat in 2006:07) / (No. of days dayed at

Surat during the financial yea 2006-07).

20 An organizaion of Oriya workers @t up by ADHIKAR, a premier NGO locaed at Bhubaneswar to
provide safe, faster and cost effedive remittance services. At present, SSis channelizing remittances
from various Oriya migrant locdities at Gandhidham, Surat, Vapi and Mumbai. For more detail ed
analysis on the mechanics of money transfer adopted by SS see Sahu and Das (2008. Since SShas no
legal status, we mnsider its money transfer serviceis par with any other informal transfer providers.
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uggest that variations exist in the anourt of service darges aaossthese providers even
for remittances of the same size. Importantly, commissons charged by tapavalas sean to
be more volatile in nature. Apparently, there exists an element of competition among
these informal transfer providers. In this context, it would be interesting to compare the
adual costs of remittances aaossdifferent channels functioning at Surat.

Table 13: Amourt of Service Charges Taken by Shramik Sahgjog and aher Informal
Transfer Providers

Size of remittances Service darges
(inRs) Shramik Sahajog* Other Private Tapawalas
operators
. . Varies between Rs.
Up to 1000 Rs. 30(fixed) Rs. 40 (fixed) 3010 Rs. 40
0, 0,
1001- 5000 4% of remittance | © 210 4%of
3 % of remittance 5 an;cl)ttgg/ceof
5001- 10000 3 % of remittance 0027
remittance
10001-12000 Rs. 300(fixed) 206 of remittance 1.5%to 2% of
> 12000 2.5% of remittance remittance
Note: Shramik Sahajog has also been charging an extra anourt of 10 rupees per remittancefor

itsdoar to doa pick and delivery services since January 2007.

Table 14: Costs of Money Transfer Through Informal Channels
(for transfer of every 100Rs.)

Service darges (in Rs.)
Size of remittances Shramik Other private | All private Tapawalas
(inRs.) Sahajog operators operators
@ (b) (ath)
Upto 1000 3.35 4.00 3.37 3.38
1001- 5000 3.01 3.89 3.17 2.89
5001- 10000 ' 3.00 3.01 2.00
10001-12000 2.62
> 12000 552 2.00 2.40 1.56
Table 15: Cost of Money Transfers (in Rs.) Through Formal Channels
(for transfer of every 100Rs.)
Post office

Size of remittance Average Average Average Effedive
(inRs.) commisson amourt of transadion costs

charges (a) wage loss(b) costs (c) (atotc)
Upto 1000 5.00 12.95 1.00 18.95
1001- 5000 5.00 5.45 0.52 10.97

Banks

1001- 5000 0.76 3.89 1.56 6.21
5001- 10000 0.35 2.00 0.53 2.88
> 10000 0.44 1.31 0.64 2.39
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Some important points that emerge from the data on cost of transferring money per unit
of Rs.100 ly different channels as given in tables 14 and 15 are that (i) with increasing
Size of remittances the st of money transfer deaeases irrespedive of the diannel being
formal or informal; (ii) use of formal channels invariably works out to be more expensive
than the informal ones irrespedive of the size of remittances; (iii) among formal
channels, sending money through banks is more st effedive than the post offices; (iv)
average anourt of wage lossper worker is sgnificantly higher whil e transferring money
through MOs as compared to dang so through DDs; (v) money transfer services
provided by the tapawvalas are dhegper compared to ather informal channels irrespedive
of the size of remittances, except for the first slab of up to Rs.100Q and (vi) compared to
other private operators, the SSis lessexpensive for money transfer of upto Rs.5000, bt
their cost is higher in case of remitting transfers exceading this amourt.

Table 16: Amount of Money Transfers Redized by Oriya Migrants Through Diff erent
Channels During the Financia Yea 200607

Money transfer channels Amourt (in Rs.) Per cent to total
remittance
(1) Formal channels (a +b) 319300 13.0
(a) Banks 264000 10.8
(b) Post Offices 55300 2.2
(i) Informal channels (c +d + e +f + g) 2128900 87.0
(c) Private Operators 1402550 57.3
(d) Tapawalas 290750 11.9
(e) Co-workers 67000 2.7
(f) Relatives 38000 1.6
(g) Self/other family members 330600 13.5
Total (i + i) 2448200 100.0

Notably, the total amourt of remittances snt through al channels from Surat to Orissa
by our sample migrants was Rs.24,48,200 dring the financial yea 200607 (table 16).%*
Of this amount, as much as 87 per cent was snt through informal channels, with the
share of banks and past-offices being 10.8 and 2.2 @ cent respedively. Significantly,
69.2 pr cent of the total remittances was snt through private operators and tapawalas.
This indicates that the private operators have maintained their dominance in the
remittance market al through. Tapawalas, though provide the service d a lower price,
their share in the remittance market has been smaller than the private operators. Thisis
becaise most tapavalas work at a small scde and within constricted ‘ constituencies'.
Notably, of our sample respondents, na a single remitter had expressed having any bad
experience with the private operators and tapawalas. This sows that informal financial
serviceproviders (FSFs) are better placed in the remittance market.

5.3 Difficulties and Risksin the Remittance Mar ket

2L The gproximate volume of money transfer taking placefrom Surat to Orissa @ projeded is around
Rs.556.56 crores per annum. For a more detail ed discusson on this point, see Sahu and Das (2008.
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Since many people sending and recaving money transfers are poa and do nd generaly
use ingtitutions like banks and past offices, informal money transfer providers appea to
have better prospeds in the remittance market. Many of these service providers have
indeed made this a lucrative businessas it has potential of generating revenue and at the
same time gaining alegitimacgy and ‘socia’ sanction d doing something ‘worthwhile’ for
the poa migrants. This however does not mean that these informal FSPs do nd have ay
problems in transferring money from the destination to the points of origin. Some such
problems facal by them can be listed as below.

i)

ii )

A serious problem faced by the private operators and tapawalas is that hardly any
pubic sedor bank shows any interest in faalit ating money transfer from Surat to
Orissa or ad as an effedive intermediary agency. This compels them to depend
mainly on private banks for money transfers. Evidently, if they do nd get suppat
from such o similar agencies or from the government, the future of such
remittance markets is going to be uncertain.

Sending money through private banks is costlier compared to the pullic sedor
banks. Since the private sedor banks remain locaed mainly in the urban centres,
the transfer providers at the other end have to travel longer distances every time
they have to withdraw money.

As the service providers and their staff members cary large sums of cash, they
face some risks at both ends while mlleding the deposits at the banks in Surat
and withdrawing for disbursal among redpients at the origin.?? Thereis no proper
or adequate insurance fadlity aimed at covering cash loss due to theft and/or of
the person dredly providing such aservice

Competition among informal FSPs is a pertinent isxue in the remittance market.
Ladk of a unform rate of commisson charged for fundtransfer and ingressof the
credit market®® have enhanced competition among them which tends to threaen
the viability aswell asfeasibility of providing such services onaprolonged beasis.

With increasing volume of the business and rise in the number of transfer
providers, a @mpetitive environment is very much visible in the remittance
market at Surat. This not only reduces the volume of business per service
provider, but also adversely eff eds the net profit gained per unit.
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We were told that on one occasion an amourt of Rs.1,50,000 was siatched away from the Branch
Manager of ADHIKAR when he was on his way to the remittance disbursal units. A similar incident
was also reported at Surat when the proprietor of a Bayu Seba Service was going to a bank to deposit
cash.

Some informal FSPs advance loans to the remitters to transfer the same through their agencies. This
fadlitates remitters in transferring funds even while they don't have a surplus to remit. Private
operators are providing with this kind of loans esentialy based on mutual trust at a5 per cent interest
per month. Therefore, remitters generally prefer to transfer funds through private operators who also
provide loans.
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vi) Getting reliable and efficient staff is an important asped of deding with
remittances for the informal service providers, for a single unreliable staff can
turn aviable businessto an unvable enterprise.

6. CONCLUDING REMARKS

While deding with the size and channels of money transfer used by Oriya migrants, this
paper has focused ontheir remittance behaviour in terms of the mechanics and modaliti es
of remittance ®lledion and dsbursal aaossagencies, and the respondents’ rationale for
seleding one over the other money remittance dannels. The study reveds that the
average anourt of money sent home by migrants from Surat via dl channels was found
to be Rs.1,427 duing the financia yea 200607, with the asolute anount of remittance
and propation d income remitted varying among diff erent occupational groups. It isalso
observed that the anourt of money remitted and eanings of a migrant worker per month
vary in the same diredion, whereas the anourt of money eaned and popation o
income remitted vary in the oppdasite diredion. Income axd credit at the destination
appea to be the most important fadors influencing the size of money transfer. Single
migrants, whether married or not, seen more committed to remit than those living with
their wives and children as well as the ones residing with ather family members at the
destination. Those who are 30 yeas and abowve of age, remit lesser amount per month
compared to those who are of 30 yeas and below of age. It is foundthat more than 90 per
cent of the migrants prefer informal over formal channels for sending money badk home.
Of the total amourt remitted by our respondents, as much as 87 per cent of the total
remittancewas sent through informal channels.

Indedd, the remitters find the private operators and tapawalas to be more dfedive ajents
than the forma transfer providers like banks, post offices as well as other informal
channels sich as co-workers and relatives. Popuarity of such channels in the remittance
market is apparently due to their client friendly feaures like eay accessbility, minimum
paperwork, speed, less expensive and retention d confidentiality. In addition to being
part of a st effedive and wser-friendly system, such private service providers also
deliver money to howsehadlds at the farthest of vill ages that ladks accessto any formal
channels or agencies fadlitating money transfers. Given the accetance efficag/ and
relative alvantages of such channels over the formal ones, these ajencies shoud be
recmgnized and proteded through monitoring and regulations. In fad, linked effedively
with banks, these dhannels may be aleto provide better remittance services. At the same
time, the banks as ‘inclusive agencies can introduce fadlities and appropriate
intermediations to the remitters as well as redpients of such money through these
channels.

A pronourced absence of reaognition to such informa money transfer service providers
compels them to conduct their businessin a somewhat surreptiti ous manner. Reaognizing
and linking them with banks or similar agencies will help in organizing and regulating
their adivities. This will not only add an element of survelll ance in the process bu aso
eliminate the ‘cut throat’ randam competition among the service providers, and thereby
help the remitters as well as the participating agencies.
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Appendixes

Appendix 1: Correlation Matrix Pertaining to Variables Associated with Remittances

Average Propation o

Variables monthly income

Remittance remitted

(inRs))

Average monthly income & destination (in Rs.) 0.480* -0.126
Outstanding loan at destination per month (in Rs.) 0.497* 0.574*
Size of owned land (in aaes) 0.017 -0.043
Age of migrant (in yeas) -0.070 -0.141
Length of stay (in yeas) 0.132 0.002
Y eas of schoding (in yeas) 0.142 0.179
Income & origin minus remittance (in Rs.) 0.091 -0.041

Note: * correlation coefficient significant at 1% level

Appendix 2 : Status of Having Accourts at Origin and wse of Banks by Migrants for
Transferring Money

Status of using banks No. o migrants families No. d migrants’ families nat
having acourt at Origin having acourt at Origin

Never used 1 53

Earlier using but not now 17 17

Using at present 8 4
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