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Introduction   

This report analyses the market of remittances from the United States to four Central 

American and Caribbean countries from the perspective of what the ‘best practices’ are 

and what governments and other actors are doing to promote an enabling environment.  

The report focuses on which remittance companies have the best business practices that 

benefit their customers sending and receiving remittances by criteria such as lower 

charges, convenient business locations, and community development.  This analysis also 

examines which policies and practices are most conducive to enabling an environment 

that attracts foreign currency to Latin America while keeping the expense of the money 

transfers as low as possible from the perspective of the senders, recipients, and 

developing countries.  As the report explains, money transfer charges as well as exchange 

rate mark-ups and differentials continue to be relatively high in major Latin American 

remittance recipient countries. Key to this report is the observation that remittances 

appear less costly when competition is greater.  The study also highlights that there is a 

growing interest among government and private sector groups to reach out to migrants as 

economic agents.  To that effect efforts are being made to establish a propitious 

environment to improve economic exchange. 

 

Central American and Caribbean countries are gradually being integrated into the global 

economy.  Migration, mostly to the United States, has significant economic effects in 

these countries.  In particular, worker remittances flow continuously from U.S-based 

migrants to support at least ten percent of the households in Central American, 

Caribbean, and other countries.  This influx of foreign capital is of enormous benefit to 

entire societies, however, and not just the direct beneficiaries.  They provide foreign 

currency for governments and consumer spending for businesses, for example. 

 

Both the senders and the recipients of the remittances pay a high price to receive these 

monies. Indeed, the charges in fees and exchange rate speculation incurred to send and 

receive remittances can add to 18 percent of the amount sent.  It is in the interest of 
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nations and families receiving remittances to increase the quantity and flow of remittance 

monies, in part by reducing the share lost to transaction costs, and in part by increasing 

the gross flow of migrant remittances and investments.  

 

The high costs of remitting raise questions about both government policy and business 

competition.  Governments are important agents of economic change and through 

policies and regulations can attract migrant capital and decrease the price of remitting 

money.  Governments need to consider what policies they might adopt to achieve these 

goals.  These may include increasing migrant understanding of alternative sending 

methods, encouraging or requiring the market to offer cheaper methods to transmit 

remittances, and developing policy initiatives that enable and encourage an environment 

that attracts more worker remittances or investment.   

 

From the business perspective, competition among both existing financial service 

companies and potential new remittance transfer entrepreneurs needs stimulating to lower 

prices and increase services offered to actual and potential customers who send 

remittances abroad. The private sector transferring remittances can contribute to 

increased remittance flows by lowering transaction costs, and offer development 

alternatives to individuals and groups through their services.   

 

Four countries are studied in detail for this report of best practices and enabling 

environments.  These countries are El Salvador, the Dominican Republic, Jamaica, and 

Guatemala. The study is based on more than fifty interviews in the four countries. In 

addition, for comparative purposes and additional understanding, evidence is drawn from 

other Latin American countries which receive considerable remittance income.  Nearly 

one hundred remittance companies were studied to identify factors such as charges, 

exchange rates used and their effect on consumer expenditure,  mechanisms employed to 

transfer money, distribution networks, and other services offered.  Government, private 

sector, and non-profit sector institutions were consulted and their representatives 

interviewed to assess the extent to which regulations, policy and private initiatives, and 
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other incentives have been put into motion to transfer migrant currency (like remittances, 

savings, investment, or donations) to their home country more cheaply and/or efficiently.   

 

The first section of the report analyses the continued trend of contact between migrants 

and their home countries.  The second section looks at the best practices in transferring 

remittances.  The third section analyses whether there is an environment that allows 

migrants to economically engage with their home country, and to at least send foreign 

currency at low costs.  Finally, the fourth part of this report offers concrete 

recommendations to further enable and promote the environment for remittance transfers. 

 

The future scenarios to better attract and increase foreign migrant currency look positive 

for most of these countries.  There are a number of initiatives in the making, many of 

which will materialize in ways that will enable an environment to transfer remittances at 

lowered charges and expand economic activities in savings and investment by migrants.  

The report also identifies those practices in which money transfers takes place safely, 

quickly, and at less expense than average. Focusing on strengthening the financial base of 

money recipients by expanding services as well as lowering costs in credit unions and 

other institutions will provide important development incentives.  Moreover, the report 

points to some recommendations that can contribute to enable an environment that 

facilitate low charge money transfers.  

  



 4

1. Background  
 

The majority of Latin American immigrants residing in the United States, documented or 

not, honor a commitment to their family and community by sending them remittances. 

Latino immigrants who earn less than $25,000 a year tend to send somewhere around 

$200 a month, that is, over ten percent of their income.  Thus, cost matters to the sender.  

Moreover, money recipients, who are generally low-income families earning below the 

per capita Gross Domestic Product, also value the remittance they receive and any cost 

incurred to them in the exchange rates.  Today’s total remittances to Mexico, Central 

America, and the Caribbean are estimated to be at least $15 billion annually. In 

comparative terms, remittances tend to be more than 10 times greater than U.S. foreign 

aid to these countries; they are equivalent to five percent of Mexico’s exports, seventy 

percent of El Salvador’s exports and nearly one quarter of Nicaragua’s national income.  

El Salvador, the Dominican Republic, Jamaica, and Guatemala are among the major 

remittance recipients in the Caribbean Basin.  In 2001 the combined amounts remitted to 

these four nations added up to over five billion dollars, which is equivalent to 50 percent 

of those countries’ trade through the Caribbean Basin Initiative.   

 

Within this context, governments, businesses and markets are important agents in 

stimulating the flow of remittances.  Although businesses sell services facilitating the 

transfer of remittance funds, transfer charges to consumers are usually very high, thus 

penalizing both senders and recipients.  Yet, remittances continue to flow to Latin 

America without showing signs of decline.  As Figure 1 shows, monthly flows of 

remittances have continued a escalating trend in the past three years.   

 

In addition to direct cash remittances, migrant workers provide other important sources of 

revenue and economic stimulation to their countries of origin.  This first form of 

economic engagement is the main focus of the ‘best practices’ section of this report.  

However, these cash flows are by no means the only benefit to the countries of origin. 

Second, as well as cash, migrants bring consumer goods to their families and 

communities.  Third, the nationals living abroad visit their home countries, often 
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regularly, expanding or revitalizing the tourist industry and related economic sectors such 

as airlines and other forms of transportation.  Fourth, in the growth of ‘melancholic’ 

industries, immigrants purchase products from their countries of origin while in the U.S..  

Fifth, immigrants may and sometimes do invest in businesses in their native lands, 

including but not only in the melancholic industries.  Finally, many migrants provide 

financial support to facilitate development and philanthropic initiatives through Home 

Town Associations (HTAs), which donate cash, goods, and in-kind services to 

communities in the countries of origin.  

 

 

In most of the countries under study, economic connectivity between migrants and their 

native country is a recurrent process.  Tourism for El Salvador and the Dominican 

Republic has a strong component of nationals living abroad.  In the Dominican Republic, 
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for example, nearly forty percent of tourists who arrive into the country are Dominicans 

living abroad, predominantly in the United States.  Their average length of stay is more 

than fifteen days and they spend around $65 a day.  Only from John F. Kennedy airport, 

annual flights to Santo Domingo amount to nearly 140,000 people. Another 95,000 travel 

from Miami (See Table 1 below).  The situation is similar in El Salvador.  Over forty 

percent of people arriving into the country are Salvadorans.  Grupo Taca, an airline 

carrier that serves Central America, flies 21 times a day from the United States.  The 

same pattern is observed in countries like Nicaragua and Mexico, where daily flights 

from the United States bring Nicaraguans and Mexicans into their country to visit.  At 

least 20 percent of tourists arriving to Mexico are Mexicans residing in the United States.  

The wealth generated by these flows is significant. 

 

Table 1. National Origin and International Tourists 

 

Total 

tourists Nationals Percent Year 

Dominican Republic 2,169,977845,102 0.38945 1999 

Jamaica 2,231,765103,379 0.04632 2000 

Mexico 9,793,9002,203,1000.22495 1997 

Source: Banco Central, Republica Dominicana, 
http://www.bancentral.gov.do/; Bank of Jamaica, Statistical Digest 
October 2001, Table 36.1; Banco de Mexico, www.mexico-travel.com.  

 

Moreover, in a smaller proportion perhaps, migrants have become a new market 

attracting exports from  their home country.  Ethnic imports to the U.S., labeled 

‘melancholic’ trades and including items such as local beer, rum, cheese, and other 

foodstuffs, have gained more attention among producers in Central America and the 

Caribbean.  For example, exports to the United States of El Salvadoran beer tripled from 

one million dollars to $3.3 million between 1999 and 2000. By October 2001 exports had 

increased to $3.5 million, and promised to reach four million at the end of the year 

(USTR 2002).  In many cases, home country producers have also established businesses 

in the United States to cater to the migrant community.   
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Another important development in the ‘melancholic’ trade is that of migrants investing 

back in their home country to manufacture foodstuff like cheese, fruits, and vegetables.  

Several migrants residing in the United States have set up businesses back in their home 

country to establish stores of various kinds.  One particular example of such a company is 

Roos Foods, Inc., a food manufacturer that produces and sells processed milk products in 

Central America and to Central Americans and Mexicans residing in the United States.  

Roos Foods operates in the United States but with franchises in Nicaragua and El 

Salvador This trend of migrant investment in home countries will likely continue in the 

following years.   

 

Moreover, investment may not only be in individual enterprises.  A recent survey of 

migrants residing in the United States carried out by the Inter-American Development 

Bank asked how interested they were “in investing in a fund that would benefit the 

economic development” of their country. Thirty-eight percent of respondents said that 

they were somewhat interested or very interested (IADB 2001).  These patterns of 

continued and increasing and economic interaction bring into focus the extent to which 

there is an environment that facilitates a relatively uncomplicated process for migrants to 

strengthen their relationships with their home countries, starting with a low cost method 

to transfer remittances.  Specifically, are there factors facilitating or enabling an 

environment for migrants to work as active economic agents? Is there an enabling 

environment that helps businesses compete in the remittance market and help lower 

transaction costs?  The following sections seek to answer these questions. 
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2.  Best Practices in Reducing Charges on Sending Remittances 
 

The players within the remittances industry constitute a crucial piece in the puzzle of 

economic development.  As intermediaries they can contribute to increase foreign 

currency sent by migrants.  Specifically, in addition to the generation of employment 

through their own businesses, financial intermediaries can contribute to and enhance 

individual and community development by reducing transfer charges when high, 

providing transparent and efficient services, offering incentives to recipients to use the 

financial system (saving and investment options), and promoting development in the 

community.  This project analyzed the mechanisms behind specific company practices in 

transferring money, the methodologies and technology used to make transactions, the 

distribution networks within the receiving countries and additional services provided that 

add value to the recipient’s income.  Special attention was paid to the prices of the 

transactions. 

 

To that effect data analysis was conducted to more than 90 companies, 20 of which 

(mostly from Mexico) were no longer operating.  Of the remaining 70, data gathering was 

conducted to estimate fees charged, exchange rate used, services offered, and type of 

distribution network in place.  Moreover, interviews were conducted with company 

officials in the sending and receiving sides in order to understand the company dynamics 

and market operations.  Money-remitting companies in nine different countries were 

studied, but the focus was on the four nations under analysis, namely, Guatemala, El 

Salvador, the Dominican Republic, and Jamaica.  The other countries which were 

analyzed were Mexico, Haiti, Colombia, Nicaragua, and Cuba.   
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Table 2. Number of Companies and Countries Studied 
Country Number of 

Companies 
Colombia 4 
Cuba 4 
Dominican Republic 15 
El Salvador 20 
Guatemala  15 
Haití 5 
Jamaica 7 
México 23 
Nicaragua 13 

Source: Data compiled by the author. Some companies, like Western 
Union and MoneyGram send money to more than one country. 

 

 

The costs companies incur in transferring remittances are generally reflected in the fees 

charged by companies.  These fees are based on a number of factors  may including  

operation costs, the exchange rate used in the transaction, the transfer mechanism 

employed by the company (and  whether it is more labor or capital intensive), the level of 

market competition existing in both the sending and receiving areas, and the profit the 

company wishes to achieve.  Therefore, the criterion by which this study assesses or 

measures the price of transactions involve identifying and analyzing the a) fees charged, 

b) level of market competition, c) transaction type (whether the remittance is changed 

into local currency or not), and d) transfer mechanism.   

 

In addition to these criteria, other practices are explored such as a company’s 

transparency, its outreach in support of the community’s development, its relationship 

with the clientele, and any additional financial services offered by the company.  These 

latter issues are also important as they have a developmental impact on the household and 

a community.  The use of a particular institution can motivate both senders and recipients 

to improve their personal stock. 

 

The understanding of which are companies best practices is based on whether they offer 

lower than average fees and exchange rates and their services generate incentives for 
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customers to add value to their money, such as providing other financial services in the 

same location.  Some of these criteria are presented in the table below: 

 

 
Table 3. Best Practices of Remittance Transfers: What works to the customer’s benefit.  

Criteria Indicators 
1. Transfer fee 
 

Lowered fees for customers may indicate 
lowered costs for remittance companies. 

2. Exchange rate used 
 

If there is no exchange rate, no currency 
purchase costs are incurred by sender and 
recipients. Fees may be higher, however. 

3. Transfer mechanism (hand delivery, money 
order, electronic transfer: debit card, bank to 
bank, internet, courier agency transfer, etc.) 

More capital intensive the transactions 
mean lower costs for the company, but not 
necessarily lower fees for the consumer. 

4. Marketplace competition (supply side) The higher number the number of 
companies in any market, the lower the 
transfer costs. The exception is when 
companies are formed in monopolies, 
oligopolies or remittance ‘cartels’. 

5. Business location and geographic coverage Companies located within areas with a 
better economic infrastructure exhibit 
lower transaction costs 

6. Development support Support to the local community adds value 
to the product and loyalty to the company 

7. Financial Services Offering services such as banking or bill 
payment increases interest in the company 

8. Transparency A company that advertises its exchange 
rates cultivates or promotes more trust 
from the customer.  

 
 

The findings from this analysis showed the following:  

A) Transfer costs incurred by customers continue to be significant.  The average fee to 

send between $150 and $300 is over $15.  That amount is on average 7.35 percent the 

value of the amount of the principal. B) Exchange rate mark-ups and speculation 

continues and varies averaging 2.3 percent the amount exchanged or about $4.80.   

C) Fee charges decrease with competition.  Remitters to Mexico, El Salvador, and 

Guatemala charge lower fees than companies sending money to Jamaica and the 

Dominican Republic.   For these two countries, only a few remittance companies have a 

high market share. 
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D) Distribution networks offering lower commissions tend to promote the decline in 

charges. The use of electronic interfaces also helps in reducing costs.  

E) A growing number of companies offer money transfers in dollars.  This practice does 

not guarantee that received remittances will be not involve disadvantageous exchange 

rate charges as banks can sell dollars at adverse exchange rates.  (This topic requires 

further study and is beyond the scope of this report.)  

F) Banks are increasingly opening money transfer franchises and are offering some of the 

lowest charges at about $9.00.  They continue to have a small and limited reach.  

G) Credit unions and cooperatives continue to offer the lowest fees.  Like banks, 

however, their reach, is small.  Moreover, the home country distribution networks are not 

well established within the credit union system.  In Guatemala, Jamaica, and the D.R., 

cooperatives are entering the remittance transfer business, and  in El Salvador, transfers 

are taking place although they are low, at under $2 million a year.   

 

a) Transfer Charges: Continuity and Difference 

The fees charged as well as the exchange rate applied to the amount received in local 

currency continues to be high.  The table below summarizes the average charges incurred 

by senders and recipients in fees and exchange rates.  Immigrants in the United States are 

charged nearly fifteen dollars to send two hundred dollars, that is 7.3 percent the value of 

the principal. This means that on an annual basis, on average immigrants spend nearly 

$200 on fees. There are of course some immigrants who pay more than this amount.   In 

addition, the recipient relative receives less than the (average monthly) $200 that is sent 

to them due to the exchange rate agencies apply.  On average, the recipients lose nearly 

$60 a year from these disadvantageous exchange rates. Considering that the average 

household income for Central American and Caribbean families is below $200 a month, 

one sees that the price of sending and receiving remittances amounts to the loss of more 

than an additional month’s income. 
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Table 4. Average Fees and Exchange Rate Charges Made by Money Transfer Companies 

 Exchange Rate Fee Total 
Quantity Amount Percent Amount Percent Amount Percent 

$150 3.35 2.307% 13.01 8.67% 14.41 9.64%
$200 4.46 2.307% 14.60 7.30% 16.47 8.27%
$300 6.69 2.307% 18.27 6.09% 21.07 7.06%

Mean 4.83 2.307% 15.29 7.35% 17.32 8.32%

Source: data compiled by the author 
 

The price of sending remittances varies significantly, and a key determinant in those 

prices is the extent of market competition to send remittances to that recipient country. 

When the results are disaggregated by country, the price of sending  varies  from $7 to 

$26, significantly informed by market competition. Mexico is the country with the lowest 

fees among the nine countries studied.  It is also the country with the greatest market 

choices for customers.   The major competitor, Western Union, has gradually lost its 

market share in Mexico due to the entrance of many competing companies.  The 

competitive market may make it more difficult for remittance companies to survive. 

Indeed, Mexico is the country where many companies have failed to remain in the 

market.  As prices have gone down, many companies have been unable to stay in the 

competition. The competition in Mexico ranges from small businesses to large 

corporations. Significantly, among the reasons for expanded competition is the entrance 

of the banking industry into the remittance market.  Bancomer, Banamax, and Bancomex 

are major competitors in the industry, variously offering direct money transfer services 

(like remittance agencies) and/or working jointly with money transfer companies like 

MoneyGram and Ria Envia. 

 

Following Mexico is El Salvador, which also exhibits greater competition and is the 

second largest remittance recipient in the Hemisphere.  There is some degree of 

competition for sending to El Salvador. While Western Union remains the dominant 

player for El Salvador, it also has to compete with a few companies. Unlike a country like 

Jamaica, where Western Union likely has over 60 percent of the market, in El Salvador 

Western Union has about 30 percent or less of market share.  It’s first major competitor is 
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Gigante Express, a courier company that mostly sells and sends money orders which adds 

up to about a quarter of the flow to El Salvador.  Second, competition exists with a few 

commercial banks.  BanSol, BanComercio, Banco Agrícola, and Banco Cuscatlán have 

operations in the United States as money transfer agencies and compete with the other 

two companies.  Banco Agrícola, the largest bank in El Salvador is likely to hava a 10 

percent market share.  The bank offices in Los Angeles transfer nearly two hundred 

million dollars a year. 

 

 

Table 5. Average Fees charged to send $200 

 Fees Exchange Rate2 
Fee and 

Exchange Rates 
Country Amount Percent Amount Percent Amount Percent 
México $11.28 5.64% $5.67 3.03% $15.81 8.67%
El Salvador $13.38 6.69%  $13.38 6.69%
Guatemala      $13.50 6.75% $3.12 1.57% $14.78 7.39%
Nicaragua $15.46 7.73%  $15.46 7.73%
Colombia $16.00 8.00% $5.47 2.73% $20.10 10.05%
Dom. Rep. $16.70 8.35% $3.94 1.97% $18.80 9.40%
Jamaica $16.71 8.36% $3.93 1.97% $19.52 9.76%
Haití $17.70 8.85% $0.38 0.19% $17.78 8.89%
Cuba $26.00 13.00%      $26.00 13.00%

Source: data compiled by the author.  The exchange rate amount and percents equal to the 
ratio between the exchange rate offered by a company and the country’s interbank rate.   
 
 
Two countries, which exhibit significantly high prices, are Jamaica and the Dominican 

Republic.  In the first case, Western Union, through its arrangement with the local firm 

Grace, Kennedy, controls the majority of Jamaica’s remittance market. With about 

200,000 transfers a month coming from the United States, Grace, Kennedy (representing 

Western Union), manages somewhere between 65 percent and 70 percent of the market 

share. Jamaica National Overseas, another competitor with operations in the United 

Kingdom and the United States, which is part of Jamaica National Building Society, 

                                                 
2 Exchange rates are not noted for El Salvador, Nicaragua, or Cuba, as U.S. dollars are sent and received in 
these countries. 



 14

transferred $95 million in 2001 from the United States, which amounts to 10% of the 

market share  

 

At first appearance, the Dominican Republic seems to have a highly competitive market 

with more than fifteen well-established companies remitting from the United States.  The 

presence of high prices in this country raises questions about whether there is price 

control or self-regulation of another nature.  One answer may be that, in the Dominican 

Republic, there is a conglomerate of remittance companies grouped through an 

association named the Associación Dominicana de Empresas Remesadoras de Divisas, 

Inc.  The members of this association claim to regulate themselves in order to control for 

exchange rate differences.  This however does not explain the country’s higher prices for 

remittances.  Moreover, operating costs in the Dominican Republic are not higher than in 

any other recipient country in Latin America.  Distance, service delivery, infrastructure, 

distribution networks as well as point of sales share similar characteristics and costs to 

those of the other Latin American markets examined in this report.  The companies 

generally offer two kinds of charges: $8+5 percent (when sending in dollars) and $5+5 

percent (when sending in local currency) for the amount sent.  Although the average 

amount sent from the U.S. to the Dominican Republic is higher than the average for other 

countries, the standard deviation for these amounts charged is the lowest among the 

different countries studied, that is 1.6 percent of the principal (in other countries the 

standard deviation is over 2 percent, except with Mexico).  This may mean that the 

Association helps to keep competition with little fluctuation but relatively higher prices.  

When looking only at average fees for local currency, the Dominican Republic improves 

its position, yet it continues to show higher prices than El Salvador, Guatemala, and 

Mexico.   

 

Table 6. Fees charged to send $200 in local currency 
Country Amount 
Mexico $11.60 
El Salvador  $13.00 
Guatemala $13.00 
Dominican Rep. $14.75 
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Nicaragua $15.08 
Haiti $16.00 
Colombia $16.67 
Jamaica $16.71 

 

 

These results show that while remittance-sending prices remain high, there are 

differences among countries in the charges involving money transfer.  Competition 

among remittance sending companies is apparently a key variable explaining the country 

differences.  However, there may also be other factors involved, such as the type of 

institution participating in the money transfer process or the technologies employed. 

 

b) Remitting institutions, and how much is too much? 

Is there a relationship between fees charged and type of institution offering the money 

transfer? Are there any yardsticks to measure costs?  Despite average prices to customers 

of over 7 percent the amount sent plus over 2 percent in the exchange rate applied, there 

are some businesses that offer lower priced transfers.  Banks, for example, tend to charge 

less than $10 for the transfer, whereas money transfer companies charge over that 

amount.  Nearly sixty percent of banks but only 30 percent of money transfer companies 

charged $9 or $10 for any transaction under $200 (See Figure 2). These companies are 

usually located in El Salvador, Mexico and Guatemala.  
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 There are numerous reasons why banks offer lower charges. The home country offices of 

banks involved directly in money transmission a) are generally the largest banks in the 

country b) have the capacity to acquire capital upfront to back the outflow of 

transactions, c) have an already-existing distribution network, d) are better known by the 

sending clientele, and e) concentrate on attracting volume from demographically 

concentrated areas where migrants of the bank’s country reside.  Smaller players like 

money transfer companies often have to find an investment partner as well as banking or 

other financial institution to arrange distribution schemes and are therefore likely to incur 

in extra costs.   

 

Nevertheless, the availability of banking institutions involved in money transfers is not 

widespread and banks do not provide or guarantee an inexpensive service, merely, or 

usually, a cheaper service.   Banks also often respond to the presence or absence  of 

competition, and do not necessarily offer a lower fee service.  For example, Jamaica and 

the Dominican Republic have banking institutions with branches operating as money 

transfer companies in the United States. However, their charges are not necessarily lower 

than the other non-banking institutions remitting to these countries (see Table 7). 
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Table 7.  Range of Fees Charged by Country to send $200 
Range Total 

  Under $10$11 to $12 $13 to $18 $19 Over 
Colombia 25.0%  50.0% 25.0% 100.0%
Cuba  100.0% 100.0%
Dom.Rep. 10.0% 6.7% 43.3% 40.0% 100.0%
El Salvador 38.1% 14.3% 33.3% 14.3% 100.0%
Guatemala 40.9% 18.2% 22.7% 18.2% 100.0%
Haití 20.0%  40.0% 40.0% 100.0%
Jamaica 14.3%  42.9% 42.9% 100.0%
México 56.0% 20.0% 24.0%  100.0%
Nicaragua 38.5% 7.7% 7.7% 46.2% 100.0%

32.6% 11.6% 30.2% 25.0% 100.0%
 
 

But how much is a fair price for a customer to pay for efficient and good service that still 

allows a company to make reasonable profits?  Companies generally don’t offer 

information about operating costs and profit margins.  However, from the interviews and 

follow up questions some answers can be offered.  Operating costs to transfer money 

include service to the customer through a point of sale with an agency; use of the 

electronic interface to transfer the amount; availability of capital to back the money 

upfront, establishment of a distribution network on the receiving side; and customer 

service.  Generally for money transfer companies, the costs to carry out individual 

transactions run somewhere between three to six dollars.  For banks, because they already 

have an infrastructure in place in the home countries, the costs may be lower.   One 

company which charges $10 and remits to Mexico and Central America explained that in 

their company spends 40 percent on transfer costs and the agent, another financial 

institution, retains 50 percent of the fees. In addition to the remaining 10 percent, this 

company uses the foreign exchange rate as an additional source to make its profit.  For 

this business, their primary means to increase profits were to increase volume and keep 

costs down.  In contrast, other companies share less than 50 percent of the fees with the 

agents.  Furthermore, some remittance businesses do not require agents because own their 

own agencies and only need to cover overhead expenses. These entities are likely to have 

lesser expenses. 
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Therefore determining fair charges by companies, allowing for both operating expenses 

and reasonable profits, and thus being able to answer ‘how much’ is ‘too much’ to 

charge, depends on the company offering the transfer.  However, as the tables show, at 

least one third of companies are transferring remittances at $9 and $10, and some offer $7 

transactions which still make a profit (even without including the exchange rate applied). 

Moreover, because companies factor exchange rates in their profit that element must be 

considered as part of the cost to the sender.  Immigrants are not often aware that their 

money does not arrive in full and that they lose a portion in the exchange. In some cases, 

companies do not say what exchange rate they are using.   

 

Companies charging over $10 per transaction and often over $14 per remittance transfer 

do not explain why their costs are considerably higher.  Western Union generally argues 

that their charges are higher by virtue of offering a ‘premium service’, that is a service 

that is 100 percent guaranteed in terms of location, speed, reliability, and safety.  Western 

Union has a sophisticated and widespread company infrastructure. They have agencies 

throughout the United States and partner companies in Latin America. This capacity has 

rendered this company the remittance institution with the highest revenues in the Western 

hemisphere.  Latin America is Western Union’s most important market after the United 

States, Canada, and Western Europe, and represents 22 percent of the company’s 

revenues.  The company does appear to have two advantages over many of its 

competitors. First are Western Union’s extensive geographical locations. Second, but 

more ambiguously, Western Union may offer better customer services than some of the 

competition.  For example, Vimenca or Grace, Kennedy notify recipients that their 

money has arrived and provide toll free numbers to their clients so that they can inquire 

about the status of a transaction.However, most companies offer very similar services to 

Western Union.   

 

c) Are there best practices? 

Money is transferred from bank to bank, from money transfer agency to bank, from credit 

union to credit union, agency to agency, and so on, and charges vary depending on these 

combinations.  As discussed above, this report identified an eight point criteria to assess 
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which of the companies have the best practices. These are fees, exchange rates, transfer 

mechanisms, the marketplace competition, business location and geographic coverage, 

development support, financial services, and transparency.  No company studied in this 

report meets all the criteria for best practice.  Some companies like Western Union may 

offer the best access to sending and receiving money, but at very high prices.  Others may 

have low fees but offer limited geographic coverage.    

 

When searching for best practices on remittance transfers, of the eight points, four issues 

are of particular importance in identifying the best company methods and approaches: 

below average prices and mark-up, services that add value to the money sent and 

received, transparency in reporting the real nature of prices and services to the customers,  

and developmental support to the community.  Given the current environment that 

prevails in the money transfer business with various players in place and different 

transfer methods and charges, identifying the best practices is an important but difficult 

task.  Three best practices can be presented here that meet some of the criteria highlighted 

at the beginning of this section.   

 

Credit Unions—Credit Unions offer some of the best practices in money transfer 

opportunities to migrants.  First, where credit unions are available, their costs are among 

the lowest.  Some credit unions charge less than $7 in some cases no credit union 

surveyed charges more than $10.  Second, in addition to the low charges, credit unions 

seek to offer significant benefits to the sender as well as to the recipient.  One important 

benefit offered to senders is the incentive to enroll them in the banking system.  

Moreover, the credit unions have also invested used the fees charged to provide various 

plans to its members.  Finally, credit unions tend to be transparent in the charges they 

make as well as in delivery of the money. They usually arrange the money transfer 

transaction either through an already existing company such as Vigo International 

Corporation  or participate in the Irnet system of transferring money from credit union to 

credit union (Orozco 2000).  In this latter case, money transfers are among the least 

expensive, charging $6.50 for anything under $5,000.  
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Examples of credit unions that are active in transferring remittances and working with 

Latino immigrants are Communidades in Los Angeles, transferring to El Salvador and 

Guatemala at $6.50 and serving mostly low-income Salvadorans; Bethex Federal Credit 

Union in New York, which uses Vigo, and Government Employees Credit Union 

(GECU) in El Paso, which also uses the Vigo system. GECU is unusually large with 

$700 million in revenues.  Its participation in the remittance market, to immigrants from 

Mexico, is relatively recent (from about 2000), and has been very profitable as is 

reflected in the expanded revenues from GECU’s branch that does most of the transfers.   

 

Another credit union that started to offer money transfers is the Latino Community Credit 

Union (LCCU) in North Carolina, which offers transfers to Mexico and Central America.  

The LCCU not only offers low remittance charges but also provides important services to 

the Latino immigrant community.   Latinos generally are low income and not all have 

bank accounts.  According to the IADB survey, only 60 percent of Latino immigrants 

have bank accounts.  The credit union thus provides an alternative to the community by 

inviting them to opening checking accounts with low deposits of $25 (as opposed to $500 

or $1,500 in most banks).  Moreover, this particular credit union uses the remittance fee 

charges to provide other free services and lending opportunities to their members.  

Because many low-income migrants regularly cash checks with third party institutions 

(rather than depositing these into their individuals accounts), as with remittances, they 

incur high fees to pay for that service (at very similar rates to current average money 

transfer fees).  The Latino Credit Union, like Comunidades, does not charge for this 

service or for the use of ATMs.  Moreover, migrants are able to send up to $5,000 for 

$10.  LCCU too uses Vigo as their money transfer interface and manages to keep $8 of 

the $10 charge which it uses to offer community development programs and pay for its 

overhead costs. Vigo retains $2 and the exchange rate markup. 

 

Despite the benefits they offer, credit unions continue to remain among the least involved 

in money transfer services, which is their primary limitation. Two major difficulties they 

experience deal with outreach.  First, there are only a few credit unions offering services 

to migrants to send money.  Except for Comunidades and Government Employers Credit 
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Union, most credit unions do not offer remittances transfers or are not based in areas 

where there is a high concentration of migrants.  Second, remittances transferred to the 

receiving country are mostly sent through a money transfer company.  Although this 

method is relatively low cost, it would be even cheaper with the involvement (and often 

existence) of credit unions in the recipient side.  In most countries, however, credit 

unions are still seeking strategies to offer money transfers.  As the next section will show, 

in El Salvador money transfers to savings and loans cooperatives are beginning to attract 

customers although their participation is very limited. 

 

Banks—Offering low charges is an important feature of the money transfer.  Providing 

additional services that enhance or leverage the condition of the sender and the recipient 

is another significant element to consider.  In that sense, banks are ideal institutions to 

offer remittance transfers at low cost and with significant benefits.  Several Latin 

American banks have established offices in the United States as money transmitters.  

Their charges are significantly lower than those offered by companies like Money Gram 

and Western Union.  However, these banks lack the capacity to offer additional services 

to customers because of U.S. legal restrictions.  Notwithstanding this constraint, these 

Latin American banks have come to offer important services for many immigrants who 

are familiar with those banks in their home country.   

 

Some American banks have established partnerships with Latin American counterparts to 

facilitate migrant money transfers.  Although this practice is lesser known and rare, there 

are added benefits to this practice. Harris Bank of Chicago, for instance, has formed an 

agreement with Bancomercio in Mexico. Under this arrangement,  Harris Bank transfers 

remittances at $12 for any amount up to $1,500.  The amount charged is $2 higher than 

that offered by a credit union and the money transfer-banks (but far less than most 

conventional international bank wire-transfers as well as less than the charges of the 

major money transfer companies). However, in addition to sending money, Harris Bank 

has sought to reach out to the Latinos in Chicago.  To that effect it established 24 

branches known as “bilingual branches.” This feature has added significant benefits to 

Mexicans in the area as not only they can not only send remittances but also be 
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encouraged to get bank accounts and to join the financial system.  In doing so, Harris 

Bank has used the money transfer business as an instrument or conduit to educate and 

attract the unbanked to use banks and new technologies.  While this benefits the bank, it 

is also valuable to empowering and acculturating the immigrant community to 

conventional and cheaper financial practices. 

 

Money Transfer Companies—As Figure 2 showed, there are a smaller percentage of 

companies that offer transactions below the average cost.  These lower-fee businesses are 

mostly small money transfer companies that concentrate in particular cities where there is 

a significant migrant population sending remittances.  They offer an alternative to other 

money transfer businesses that charge above average, such as Western Union and 

MoneyGram, and have a very small market share in the business, yet remain competitive.   

 

One illustration of a company in this category is RapidMoney.  It sends remittances to 

Mexico and El Salvador for a $10 fee and offers a card to the recipient to use it to 

withdraw the money.  The sender also gets a receipt that reports the amount charged and 

the exchange rate applied for that transaction.  In addition to this transparency and low 

charge, the company works with more than one distribution network to facilitate the 

transfer.  One key feature of this company is its liaison with El Salvador’s cooperative 

savings and loan system. Transfers made to El Salvador are done through the Federation 

of Cooperatives of El Salvador.  The advantage of this arrangement has been that the 

Federation has been able to transfer remittances to low income Salvadorans and seek to 

attract them to join the cooperatives.  As with banks and credit unions, however, the 

disadvantage of this company is that it does not have nationwide locations and operates 

only in Texas and Arizona. Moreover, its services, unlike banks and credit unions, are 

limited to money transfers. 

 

One significant constraint to improving best practices in money remittances is the end 

point.  Companies often find themselves constrained by high costs imposed by their Latin 

American counterparts, especially banks.  Unless banks have a significant participation in 

the money transfer, they tend to charge high commissions for the transmission.  In 
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particular, the smaller the remittance company, and therefore the lower its volume of 

transferred funds, the higher the bank’s commission charges are likely to be.  In addition, 

Latin American banks and financial institutions are often not oriented to serve small 

customers like the remittance recipients and senders.   This problem is addressed in more 

detail in the next section which reviews the existence of an environment that contributes 

to or enables the capacity for immigrants to interact economically with their home 

country, from sending remittances to investing. 
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3. Enabling environments?  Facing a spontaneous or incubating 
stage 
 

With increased labor migration, governments, civil society, and the private sector are 

now faced with the prospect of attracting more worker remittances, migrant association 

donations, migrant capital investment, as well as trade opportunities.  Governments and 

businesses need to ask themselves what they can do to help lower the costs of remittances 

and attract more money. What policy and regulatory changes would be most helpful? 

What stands in the way of those changes? Would regulation of courier agencies and other 

remittance transfer businesses reduce costs? Can governments and financial institutions 

help channel greater amounts of remittances through the banking system?  

 

An enabling environment is one that facilitates with ease economic interaction among 

players.  Five factors that enable a particular economic environment are: a) the presence 

of a significant number of economic players; b) communication and networking efforts; 

c) easily available information about transactions; d) policy, business initiatives, and 

ventures regarding and in key economic sectors; and e) resource availability to enhance 

initiatives and motivate players.   Within this context, governments businesses (as well as 

nongovernmental groups, the latter largely beyond the scope of this report) can promote 

initiatives that not only address cost reduction in transfer of remittances, but also enable 

other elements of an economic environment that is attractive for migrant transfers of 

various kinds.   Factors that may hinder or enhance migrants’ decisions to increase, 

diversify, and strengthen the impact and value of transfers include (but are not limited to) 

the following:   

 
• Cost and delivery. These factors are affected by many forces, as noted above, 

including prevailing monopolies or ineffective oversight over money transfers. 
• Exchange rates. 
• Banking regulations. For example, allowing those working in the U.S. to keep 

dollar accounts with favorable interest rates in their home countries would likely 
increase remittance flow as well as enhance how those remittances are used, such 
as for savings and investment. 
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• Granting trading licenses to individuals who already have enough foreign 
exchange to import or export commodities. These initiatives can attract savings 
coming from remittances received by local entrepreneurs.  

• Nonexistent or insufficient incentives to attract immigrant investment and/or 
donations. Governments can create incentives through policies such as facilitating 
favorable loan interest rates to migrant groups or reducing import duties for 
hometown associations’ donations.  Banks and credit unions can offer strategies 
to attract remittances, savings, and other investments to their institutions and 
support the development of the receiving community. 

 

 

This project reviewed current policies governing foreign currency transfers to Latin 

America, as well as the outreach efforts to migrants by the banking industry in selected 

Latin American countries.   The report finds that, overall, there are no major obstacles for 

migrants to transfer resources (remittances, donations, or investments), or for companies 

to engage with their diaspora.  There are, however, also few major or wide-spread 

initiatives to increase and enhance the quantity, range, and value of flows.  Among other 

concerns, there is a need for outreach and marketing to migrants. Except in El Salvador 

where a nascent program exists, and in Jamaica where a new trade policy links the 

country to its diaspora, there are no strategies in place.  Private sector initiative to engage 

with their fellow compatriots also offers promising opportunities, but they are in the early 

stages and involve few players. The report now reviews the state of the environment vis a 

vis migrant opportunities to engage economically with their homelands. 

 

a) El Salvador  

 According to U.S. census figures, there are at least one million Salvadorans in the 

United States. The Central Bank of El Salvador estimated that Salvadorans sent nearly $2 

billion in remittances in 2001.  In addition, as noted above, Salvadorans travel to El 

Salvador frequently and maintain an economic relationship with their families, 

communities, and country whenever possible.  El Salvador’s economy was dollarized on 

January 2001, which has reduced speculation in worker remittances.  Nevertheless, costs 

of money transfers remain high overall.   
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Government institutions as well as the private sector and civil society are seeking 

initiatives and strategies to enable an attractive environment for migrants to engage 

economically with El Salvador.  Helping to reduce costs and bring more remittances are 

among their priorities. The Salvadoran government’s priority is to bring economic 

resources and investment, including from migrants, rather than to focus on remittances.  

The business sector remains focused on extending and enhancing the remittance business 

in its own right.  

  

Government initiatives—Central Bank authorities stress that there are few regulations 

about foreign currency, particularly since El Salvador adopted the dollar as the country’s 

legal tender.  Individuals can open dollar accounts, and banks are allowed to do so both 

for nationals or foreigners.  One significant change has been that dollar deposit accounts 

increased by 6 percent since early 2001.  The Central Bank’s concern is to keep records 

of incoming foreign currency and identify their sources. To that effect use a procedure to 

review foreign currency operations, which compiles figures from reports provided by 

banks, foreign exchange businesses, and other institutions authorized to carry out 

international financial operations.  

  

Importantly, the Salvadoran government has sought to reach out to its diaspora, but the 

efforts do not always have the necessary follow-through. In 2000, the Ministry of the 

Economy sought to adopt a strategy aiming at cultivating migrants as potential investors.  

The Ministry created a ‘trading cluster’ with the purpose of linking Salvadoran 

enterprises with diasporic business partners.  This strategic alliance approach serves as a 

departure point to promote trade at larger scale.  By January 2001, the strategic alliances 

emerging from the Ministry’s initiative had reached monthly deals of $100,000 to 

purchase agricultural goods such as beans.  Later in the year, however, such efforts 

seemed to have lost momentum.  The Office of Competitiveness at the Ministry stressed 

that these were important efforts and El Salvador should think of these strategic alliances 

as economic beachheads.  Nevertheless, as of late 2001, there were no continued 

initiatives in place and that no follow-up to the previous effort. 
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The Foreign Affairs office also engaged in outreach efforts with expatriate Salvadorans 

as part of an initiative emanating from the Vice-President of the Republic.  The Dirección 

General de Atención a la Comunidad en el Exterior (hereafter, the Directorate) created in 

January 2000, is an office that coordinates with other government agencies outreach 

efforts with Salvadorans living abroad.  The objectives of the office have been to link the 

Salvadoran government with the community living abroad, carrying out initiatives that 

strengthen the relationship between the diaspora and El Salvador.  The office has paid 

attention to four areas: economic, cultural, community organizing, and migration.  Much 

of the office’s work has involved networking with the diaspora, particularly with 

hometown association leaders. It has also promoted development in a number of arenas.  

One initiative was to promote diasporic assistance to reconstruct housing following the 

early 2001 earthquake that devastated parts of the country.  Another project has been the 

office’s role in facilitating  communication between hometown associations and local 

governments in order to engage in small development projects.  To that effect the Fondo 

de Inversión Social para el Desarrollo Local de El Salvador, a government agency, has 

linked with hometown associations to carry out small development projects in rural 

sectors of the country.  Construction projects have been at the core of this relationship in 

which hometown associations participate as joint partners providing material for basic 

infrastructure and assisting with property acquisition.  Other efforts by the directorate 

have been to facilitate the tax-exempt status of goods donated by Salvadorans living 

abroad. 

  

In 2002, the Directorate  will promote a portfolio of development projects identified with 

the assistance of the Ministry of Agriculture.  These are generally low-budget investment 

projects involving less than $30,000 (and which average about $10,000). These projects 

would be an attractive incentive to migrants interested in either investing or donating 

capital.  Another important initiative is the creation of a $300,000 matching fund to 

implement joint partnership activities with hometown associations.  This matching fund 

represents an incentive to attract HTAs to engage in or expand development initiatives 

for their communities of origin. 
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Private sector initiatives—Businesses in El Salvador have recognized the value of 

remittances as an economic instrument that enhances a company’s profits.  However, 

there remain significant areas for businesses to improve the products and services they 

provide to both migrants and recipients.  For example, the banking industry in El 

Salvador has significant economic exchange abroad and many banks already offer money 

transfers. The four largest banks in El Salvador (see Table 8) have branches in the United 

States.  Money transfers to El Salvador are competitive and the leading company, 

Western Union, despite controlling a significant portion of the market with 254 agencies, 

competes regularly with the banks and courier agencies.  

 

Although many banks offer remittance services, the banks have largely failed to offer or 

encourage recipients opportunities and incentives to open bank accounts and save their 

money.  As in most countries, there is an assumption among some banks that because 

most money recipients are low-income individuals who predominantly use the money for 

consumption, they are not potential bankable customers.  That belief has impeded 

sufficient incentives to and training of senders and recipients to use the banking industry.  

 

Table 8. Top 10 Banks in El Salvador  
Bank Assets in 2001 (in US 

dollars) 
Branches in the U.S. 

Agricola S.A. 2,546,526,000 BancoAgricola, branches in 
California and Washington 

Cuscatlán de El Salvador S.A. 1,931,919,000 New York 
Salvadoreño S.A. 1,405,586,000 BanSol, branches in 

California and Washington 
De Comercio de El Salvador, 
S.A. 

923,568,000 Bancomercio branches in 
California and Washington 

Scotiabank El Salvador, S.A. 401,220,000  
Hipotecario de El Salvador 
S.A. 

253,488,000 Works with Western Union 

Capital S.A. 237,593,000  
Credomatic S.A. 205,365,000  
De Fomento Agropecuario 172,439,000 Works with Western Union 
Citibank N.A. 165,366,000  
Source: Estrategia y Negocio, Diciembre 2001 – Enero 2002. 
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Despite this assumption of ‘unbankability’, most bankers agree that some of those 

receiving remittances open bank accounts at some point in their economic life.  For 

example, in Banco Hipotecario, bank officials estimated that 20 percent of money 

recipients open accounts and enjoy the benefits of banking.  Banco Agricola estimates 

that 30 percent of remittance senders and 10 percent of recipients have bank accounts.  

Banco Agricola offers three services to senders; remitting to a savings account through 

the agencies in the U.S., remitting to a relative’s account (or providing a cash payment), 

and bill payments.  However, neither of these two banks have incentives to attract 

recipients into the banking industry or to offer them or the sender standard banking 

benefits, such as housing loans or other type of financial opportunities. 

 

Cooperatives have more initiatives and outreach to remittance senders and recipients, but 

the cooperatives are less widespread than the banks.  The Federation of Salvadoran 

Savings and Loans Cooperatives (Fedecaces) initiated the IRnet system, which provides 

international wire transfers among credit unions, in coordination with the World Council 

of Credit Unions.  This important initiative, which has enormous potential benefit to 

people who send and receive remittances (as well as others), continues to be limited due 

to lack of resources.  Two major impediments are the small number of people who are 

members of credit unions and the need to develop computer software that would allow 

for a more efficient money transfer system.  Despite these constraints, they have been 

able to attract clients into the transfer system.  Fedecaces has also made use of 26 points 

of service in El Salvador in addition to its central offices and the involvement of 18 

cooperatives. 

 

Fedecases’s relationship with other financial institutions underscores arguments this 

report makes about best practices and the advantages of enabling environments that 

facilitate flows, customer empowerment, and related economic and social benefits. 

Originally, Fedecases would transfer remittances from a U.S. based credit union like 

Comunidades, In order to expand its service in the United States, it then arranged to send 

money through three money transfer companies; Vigo International, Rapid Money, and 

Viamericas, all companies which charge lower prices than their business competitors.  
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Fedecases’s remittance service tripled from the moment in expanded its activities with 

the money transfer companies. Between January and September 2001, Fedecaces 

transferred $483,068. Because of its expanded reach, after it started transferring with the 

other companies in October, remittance transactions in the last three months of the year 

were almost double those of the first nine months of the year, resulting in a year-end total 

of $1,203,583.  Also notable is that the average remittance transaction was $400, which is 

about double the usual transfer amount. Fedecaces’s approaches are apparently 

consolidating their customer base as Fedecaces’s officials reported that every month 10 

percent of recipients decide to associate with the cooperative. 

 

Other institutions have explored opportunities to engage with their home-country 

diaspora.  Two examples are the Banco Multisectorial and an NGO, Infocentros.  Banco 

Multisectorial is an organization that provides funding for housing and other 

development projects, usually through other institutions. It has provided credit to sell 

homes in El Salvador to Salvadorans living abroad.  However, partly due to the lack of 

outreach and marketing strategies and partly due to Banco Multisectorial’s lack of 

knowledge about the Salvadoran population abroad, only $2 million was financed.  

Infocentros is a Salvadoran NGO that offers training to use and access to the Internet. 

They have ‘infocentros’ which are computer centers like internet cafes, and an 

infrastructure already in place.  This organization is exploring using its infrastructure and 

expand its offices throughout the country to offer money transfer services through low-

cost, internet-based, transactions to Salvadorans residing abroad. In addition to offering 

lower process for remittances, this initiative could offer other important benefits to the 

recipients such as educating the recipient community about new technologies. 

 

El Salvador is clearly setting a basis to facilitate a better economic relationship with its 

diaspora.  However, banking institutions need to better explore the opportunities of 

attracting migrant capital as well as making efforts to bank the unbanked in El Salvador.  

Overall, positive efforts and initiatives are being set in place but further dialogue between 

private sector entrepreneurs and government needs to take place over economic 

interaction with Salvadorans living abroad. 
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b) Dominican Republic  

There are nearly one million Dominicans in the United States, the majority of them 

residing in New York and Florida.  In 2001, these Domincans sent $1,800 million in 

remittances to their home country.  Despite this volume, the third largest amount among 

Latin American countries, charges for transfers are higher than in El Salvador, 

Guatemala, and Mexico.  Moreover, there are no specific initiatives in the Dominican 

Republic to link with their diasporas, though government officials and private sector 

groups are eager to engage in various economic schemes.  Greater knowledge and 

understanding about the money transfer market and the development of policy initiatives 

by the government could play a role to stimulate active engagement with Dominicans 

living abroad. 

  

Government initiatives--Government officials in the D.R. value the income of 

remittances as an important resource for the economy.  Central Bank analysts  estimate 

that between 1995 and 2000, after tourism, family remittances represented the second 

source of foreign currency earnings, reaching $7.3 billion, or 8 percent of the country’s 

GDP.  Central Bank officials also maintain that, since economic liberalization efforts 

were established, dollar transactions may be made freely and regulations on foreign 

currency only occur for figures above $5,000.  Foreign exchange businesses and money 

transfer companies must comply with regulations about amounts exceeding $5,000. The 

bank’s obligation is limited to verifying that transactions are registered as remittances and 

banks and non-bank financial institutions report those remittances. 

  

Notwithstanding the enabling provisions of economic liberalization, governments and 

private sector could do much more to promote a money transfer environment that is 

effective, inexpensive, and attractive to migrants as well as other measures to enhance 

economic relationships with expatriate Dominicans. Tourism is a case in point.  Despite 

the fact that nearly forty percent of tourists who came to the D.R. in 1999 were 

Dominicans who spent an average of $741 during their typical 15 day stay, the Tourism 

office has no program in place to reach out to this sector.   Although tourism officials 
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recognize that promoting ‘internal tourism’ for Dominicans would bring important 

benefits to the country, they emphasized that their approach is to promote international 

tourism.   

  

More broadly, there is no government consensus as to how to interact with and relate to 

Dominicans overseas.  In the Foreign Affairs Ministry, for example, an official was 

concerned about difficulties and risks of having an economic  strategy aiming to migrants 

living abroad. Nevertheless, an outreach policy is considered necessary and to that effect, 

the Foreign Affairs ministry created an Overseas Affairs Office.  Moreover, the office of 

Investment Promotion in the Dominican government has a clear understanding that 

partnering with Dominicans living abroad will enhance the country’s development 

opportunities, but has no policies in place to define an appropriate strategy or orientation.  

That is, the recognition by this office that the government and private sector must create 

the conditions to bring migrant capital investments has yet to be translated into policy or 

practice. 

  

Private sector—Generally Dominicans suspect that the costs of  sending remittances 

may be high.  However, the Associación Dominicana de Empresas Remesadoras de 

Divisas, Inc. has an effective public relations job which stresses their prices are fair.  

Moreover, though some businesses in the Dominican Republic are aware of current 

market behavior and high prices, they often feel they should not get involved.  

Remittance companies themselves could also offer development contributions to the 

communities receiving remittances, such as donations or joint ventures with communities 

living abroad.  Vimenca, Western Union’s representation in the Dominican Republic, 

with near a 30 percent market share, explains that they offer donations in various 

modalities and would be interested in participating in other projects.   Mr. Freddy Ortiz, 

president of the Remittance Association agrees about the importance of their companies 

to contribute to development.  

  

Banks are relatively uninvolved in the remittance business, although there are exceptions.  

Banco Bancredito is involved in the money transfer system but only to a very small 
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extent and with a small number of customers who are remittance recipients. Although 

Bancredito has 51 branches throughout the Dominican Republic, it only received a little 

less than $4 million a year in remittances from the United States. Most of these transfers 

arrive into dollar savings accounts kept by Dominicans living in the U.S..  The bank 

recognizes that it could seek to attract or offer incentives to new customers to have dollar 

accounts. Banco Mercantil, which mostly works in trading, is interested in the remittance 

market and offers a money transfer scheme through a debit card in conjunction with 

Quisqueyana, a remittance company with offices in the U.S..  Customers in the U.S. go to 

Quisqueyana offices and transfer the money to the bank, while the recipient in the 

Dominican Republic receives a card, CashPin, which can be used regularly to withdraw 

remittances.  This new venture represents an important advance in money transfers 

because it enables recipients to not only to cash their money at any ATM but also to buy 

goods at commercial establishments because it is also connected to Visa.   

  

Other banks more involved in the money transfer are Banco Popular (BPD International) 

and Banco Hipotecario Dominicano.  BPD International, whose Dominican counterpart is 

the largest bank in the country, has various money transfer operations, including 

remittances (see Table 9).  They also have arrangements with other money transfer 

companies.  The Banco Hipotecario remits significant amounts through its branches in 

New York and its market share could reach 14 percent.   This bank also offers other 

packages to senders and recipients of remittances. The company has a tourism office that 

is seeking to attract the Dominican market living abroad.  One of the areas of emphasis in 

this bank is to attract recipients into the banking system as well as provide housing loans 

to both senders and recipients.   

  

Table 9. Top 10 Banks in the Dominican Republic 
Bank Assets as of June 2001 Branches in the U.S.
Popular 2,263,825,210 New York
De Reservas 1,755,155,500
Intercontinental 1,169,223,960
B.H.D. 959,072,170 New York
Nacional de Credito 719,812,480
Del Progreso 672,601,000
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Citibank 377,483,630
Mercantil 339,626,600 Quisqueyana
Scotiabank 263,290,980
Osaka 165,044,670

  Source: Estrategia y Negocio, Diciembre 2001 – Enero 2002. 

  

Nevertheless, there is still much the banking industry and other business sectors can do 

and offer to money senders and recipients.  Important contributions would include 

providing or expanding interest bearing dollar accounts, housing or construction loans, 

regular savings accounts to low income recipients, retirement packages to senders, and 

other financial opportunities.  These could enhance both business interests and the needs 

of the remittance sector.  

  

Finally, as in El Salvador, a nascent interest in money transfers has emerged among the 

cooperative system.  One major advantage of the cooperative system in the Dominican 

Republic is that many of its branches operate in rural areas and sectors less frequented by 

banks. Cooperatives also offer a more welcoming environment and approach for 

remittance recipients, as they seem to be less ‘formal’ than banks.   In places where 

remittances are transferred through cooperatives the community also receives benefits 

from the association.  One cooperative, San Jose de las Matas, transferred half a million 

dollars in remittances during an 12 month period.  Many of the recipients have joined the 

cooperative since cashing the money through them.  Thus remittances can play a 

developmental role among low-income recipients by functioning as a resource that over 

time can be saved. The Association of Cooperatives is seeking to expand its services by 

providing ATMs to the cooperative network and set a more effective and inexpensive 

money transfer system to that currently offered by remittance agencies. 

  

The opportunities in the Dominican Republic to enable a better money transfer system 

are being set in motion with the increasing participation of banks and cooperatives.  In 

addition, the government’s interest in addressing policy options for migrants living 

abroad may also be a positive indicator about the emerging enabling environment.  
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Within that context, there is need to discuss current costs as well as opportunities to 

improve services and available options for senders and recipients.  

  

c) Jamaica  

Jamaica is a very different country from other Latin American and Caribbean countries, 

not only by virtue of its language (as there are other English-speakingLatin American 

countries), but because it is the Latin American country with the largest proportion of its 

population living abroad.  (Indeed, the Jamaican diaspora is spread out around the world.)  

Jamaica has a population of only 2.5 million people, but it has 800,000 immigrants in the 

United States alone.  These 800,000 Jamaicans sent $900 million in remittances in 2001.  

Another distinctive characteristic of Jamaica is that one single company, Western Union, 

through Grace Kennedy Remittance Services Ltd, manages the majority of the money 

transfer market. . Grace Kennedy/Western Union controls about 65 percent of the market.  

It also has among the highest remittance sending fees in the region.  As in the Dominican 

Republic, awareness of the money transfer prices is limited  in both most societal and 

governmental sectors.  An enabling environment that better facilitates money transfers is 

needed in Jamaica, as is recognized by some Jamaican groups. 

  

Government—Officials at the Bank of Jamaica, which is the central bank, believe 

money transfers to Jamaica flow smoothly.  The bank’s primary interest to date has been 

limited to the quantity of financial flows, rather than broader enabling (or 

disadvantageous) factors that may promote or inhibit those flows. There are currently no 

restrictions on foreign exchange capital flows.  There are, however currently 

conversations about money laundering regulations with the Ministry of Finance and the 

Banking industry in order to increase monitoring of money transfers that may arrive into 

the country for non-legal purposes.    While officials interviewed were not aware of any 

complaints or concerns about the remittance transfer companies and systems, when they 

learned about the fees charged and exchange rate markups they, like their Dominican 

government counterparts, did express concern. 
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Outside the money transfer business, government officials at the Ministry of Finance 

recognize that there is no strategy to attract migrant currency earnings. There is only a 

general strategy to promote investment.  There have been some outreach attempts but in 

general these have been isolated efforts.  One such initiative was by the National Housing 

Corporation to encourage Jamaicans in the U.S. to build homes in their homeland.  

   

In contrast, one area in government where there is a serious shift to focus on Jamaicans 

living abroad is in foreign and trade policy.  This strategy recognizes the need for 

Jamaica to “be proactive in shaping the new rules of the international trading 

environment rather than passively allow these rules to be shaped by other countries.”   In 

that context, one area of attention consists of attracting the attention and support of 

Jamaicans living overseas. Under this policy, the government established the following 

objectives. It aims to: 

• Implement Charter for Returning Residents 
• Operate as information center and contact point for Jamaican overseas 

organizations and communities- activities should focus on information gathering 
and analysis of overseas asset creation activities 

• Promote policy to support the interests of Jamaican communities abroad through 
political and economic activities 

• Encourage and mobilize Jamaicans abroad to assist in national development 
• Encourage mass communication with Jamaicans overseas, e.g., through television 

and radio programming 
• Provide trade-related assistance to Jamaicans overseas to increase capital flows to 

Jamaica, e.g., marketing networks, cultural activities. (Jamaica’s New Trade 
Policy) 

 
 

This strategy linked a previous effort (formalized in 1993) with the creation of the 

Department for Jamaicans Overseas. This department originally worked to care for 

Jamaican returnees, and later expanded to maintain links with its diaspora.  The new 

policy of the government has been read as an important step in its recognition that the 

country’s integration in the global economy depends in significant part on its relationship 

with its diaspora.  Yet there is also recognition that the government has yet to  move from 

this policy agenda into policy implementation through specific projects, which are now 

missing.  Notwithstanding the limitations, the government has expressed enthusiasm over 
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linking up with Jamaicans living overseas.  Officials are also interested in learning from 

other countries’ experiences to contribute to creating an environment that facilitate 

greater contact. 

 

Private sector—The private sector is clearly aware of the importance of the diaspora, 

and it looks to the United Kingdom, Canada, and the United States as the places where 

Jamaicans are residing.  It is also aware of the importance of family remittances coming 

into the country.  As one chief bank official expressed it, “there is no debate that 

dependence on remittances is strong, and does not constitute a bad thing; it is a reality we 

need to adapt to.” Banking institutions like commercial banks and building societies 

participate in the money transfer to some extent.  However, there is little concern about 

the remittance market control by one company.  The major competitor to Grace Kennedy 

is Jamaica National, a building society which transfers 10 percent of the remittances that 

come into the country. It charges $15 for any transaction, as compared to $22 by  

Western Union/Grace Kennedy.  

 

Aside from Jamaica National, there are some of other banks, which provide remittance 

services. These institutions use MoneyGram in the U.S. and charge similar or slightly 

lower fees to those of Grace Kennedy.  No bank examined identified a strategy to enable 

a more attractive environment to attract migrants’ foreign currency for other purposes.   

 

The credit union system is seeking to implement a nationwide strategy to offer remittance 

transactions and use the earnings from the transfer charges to implement educational 

packages to its members.  One credit union that transfers money from Florida through a 

Cayman Island bank has demonstrated the benefits of money transfers by suggesting that 

their revenues have increased significantly since working in the remittance service sector. 

 

The importance to increase interaction with the diaspora is a significant step for  the 

Jamaican government.  One concrete strategy for this country should be to identify the 

needs of the remittance sending and recipient populations, including lower fees, 

facilitating new economic opportunities, and providing other financial services.  
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d) Guatemala  

Unlike the other three countries reviewed here, Guatemala has a relatively smaller 

population living abroad. Census Bureau estimates are that there are less than 500,000 

Guatemalans in the United States.  Nevertheless, in 2001 these Guatemalans sent nearly 

$700 million to their country of origin.  The government has generally recognized the 

importance of Guatemalans living abroad and has expressed interest in engaging with its 

population.  In practice, however, limited efforts have actually been made.  The private 

sector is moving towards engaging with migrants by entering the money transfer 

business. 

 

Government—According to the Guatemalan Central Bank, the law allows transfers in 

dollars.  However, some officials fear that the free negotiation of foreign currency could 

lead to increased exchange rate speculation.  Guatemala does not have higher markups in  

the exchange rate than other countries under study.  There are some limitations for people 

to have dollar accounts but these are not related to banking regulations but with to 

commercial banks’ policies.  In particular, many banks in the country require a $500 

deposit to open dollar accounts, and customers are also required to have an account in 

Quetzales.  

 

Private sector—The banking industry in Guatemala has established money transfer 

offices in the United States to offer services to Guatemalans.  The majority of the banks 

have offices in Los Angeles which function to transfer remittances.  These bank offices 

compete among themselves to attract market share by offering low fees.  A new bank, the 

second largest in the country, plans to enter the U.S. remittance market to break into this 

market.  The bank’s strategy will be to offer more than one service: in addition to 

transferring money, it will provide basic information about issues of concern to 

Guatemalans like migration and legalization, as well as low income housing opportunities 

in Guatemala. 
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Table 10. Top 10 Guatemalan Banks 

Bank Assets as of June 2001 Branches in the U.S.
Industrial 1,003,543,590
G & T Continental 974,531,670 Los Angeles
Del Café 630,943,330
Agromercantil de Guatemala 527,635,130 Los Angeles
Reformador 419,877,690
De Occidente 404,530,770 Los Angeles
De Desarrollo Rural 386,592,820
De Exportación 253,788,460
Internacional 241,104,490
Crédito Hipotecario Nacional 176,557,690

Source: Estrategia y Negocio, Diciembre 2001 – Enero 2002. 
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4. Recommendations 
  

Although remittances are regarded as an important source of income by recipient 

countries, charges continue to be high and few initiatives exist to address this issue.  The 

countries studied are still thinking about how to enable an environment by which money 

transfers can occur without complication and at lower cost.   Expanding sending methods 

as well as the competition are factors that help reduce money transfers.  Moreover 

educating customers about costs and charges is another important method. In Latin 

America there is a need to enable an environment that facilitates money transfers of any 

kind, be this remittance, savings, investment, or consumption.  Because the most tangible 

and costly interaction between migrants and their home country is remittances, priority 

must be paid to this particular issue.  The current efforts to reduce fees and enable the 

money transfer environment are at an early phase in which international support can 

provide significant input to expand and improve the current reality. 

 

In theory, money transfers could cost very little or nothing to the sender and recipient.  

For example, a person with a U.S. bank account could allow their relatives in the home 

country to withdraw cash with an ATM card sent by the account holder.  

  

An effort to support senders and recipient should pay attention to seven areas in particular 

in which remittances are less costly and can also have a developmental leverage.  

  

a) Offer incentives to unbanked migrants in the U.S. to use formal financial 

institutions. 

Only six out of ten Latin American immigrants use, or presumably consider themselves 

to have meaningful access to, bank accounts.  The effects of being unbanked are 

significant, not only because of the higher costs and difficulties an individual incurs on a 

daily basis for not having bank accounts, but also because of their inability to establish 

credit records and obtain other benefits from a financial institution.   Helping migrants to 

enroll in the banking infrastructure will help ensure low fee transfers.  Some government 

and private institutions are already engaged in that effort and could target a strategy 
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linking remittance transfers with banking options as a way to attract them into the 

financial system.  

 

b) Create a board that provides oversight for remittance companies, and in 

particular their fees and exchange rates 

As with oversight of a large range of organizations, oversight boards are important 

institutions that may help to guarantee transparency and accountability of corporate 

responsibility and compliance with standards for products and service.  The U.S. needs 

such an institution on a nation-wide basis for money transfers.  Such an organization 

could include representatives of money transfer companies as well as customers and other 

independent and knowledgeable parties. It could be or establish an independent board 

that reviews practices and other issues relating to remittances to Latin America (and 

perhaps elsewhere). 

 

c) Establish a customer rights office on the recipient side to educate recipients about 

costs and better measure effectiveness and efficiency of services 

Remittance recipients are not aware of many of the practices and methods of the 

remittance companies.  For example, many senders do not know about the different 

exchange rate markups that prevail among many companies.  Furthermore, there is no 

independent research or checks on effectiveness or efficiency of the various services. 

Non-governmental organizations could contribute significantly by educating money 

recipients about being informed customers. 

 

d) Create a task force on remittances and development to explore concrete 

possibilities for sending and recipient countries  

Players in the remittance market can further enhance and enable the remittance 

environment by acting in three strategic areas: help reduce money transfer fees, expand 

financial opportunities to recipients and senders, and leverage the developmental 

potential of remittances.  To that effect a task force of key players should be set up to 

formulate agendas and policies that can improve the value, flow, and use of remittances. 

[and their effective management.]  The task force would also help formulate strategies 
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that leverage the developmental potential of remittance and other migrant earnings.  

Members of the task force would make recommendations to the United States and Latin 

American governments as well as international organizations regarding key development 

practices influenced by remittances.  Task force membership should include the 

participation of key players in the remittance process (business officials, policy makers 

from the U.S. and Latin America, leaders of Latino hometown associations, and 

international organizations).  The task force would need to meet in the United States and 

Latin America, and will help shape a strategy on cost reduction and economic 

development.  One important role of the task force will be to highlight important 

developmental strategies as identified in studies and the task force meetings. The task 

force’s main objective would be to draw attention in the Inter-American community 

concerning the role of remittances in development and to support specific policy options 

and proposals that facilitate development.   

  

e) Money transfer companies liaison with small banks and credit unions 

The experience of Quiesqueyana, Vigo, and RapidMoney of liaising with small banks 

and credit unions points to important options to help reduce costs.  These three 

companies offer an alternative to remittance recipients that enhance their use of this 

income source,  either through a lower fee or through the access to a ATM for cash or a 

Visa debit card for purchase.     Expanding these alternatives will also increase market 

competition and improve an imperfect remittance market. 

 

f) Bank liaison with banks and credit unions 

Another important strategy to help lower charges is to increase bank-to-bank agreements 

in the U.S. and Latin America regarding money transfers.  Currently, banks generally 

charge over $30 for an international wire transfer.  However, when the prospect of 

increased volume is considered, banks often show interest and are prepared to lower these 

fees.  Harris Bank and Wells Fargo are important examples of this type of initiative.  

These banks arranged money transfers through Mexican Bancomer. Money recipients in 

Mexico are also encouraged to use the banking industry once their currency arrives at a 

bank and not at a money transfer agency. 
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g) Expand debit card use and motivate recipients to open dollar accounts  

Using debit cards in the recipient country is an important way to reduce charges.  But it is 

important that credit unions and banks must encourage money recipients to have credit 

union or bank accounts too.  The percentage of Central American and Caribbean people 

with bank accounts is generally below 20 percent (except in Jamaica which experiences a 

much higher percentage).  Banks and financial institutions are key development agents 

and, as they reach out more to society, the multiplying effect on development increases.  

Credit unions and other banks can enhance the welfare of remittance recipients by 

encouraging them to opening accounts and earning interest on their money. 

 

h) An expanded role for Latin American and U.S. civil society organizations 

Implicit in many of the above recommendations, and indeed in much of the report, is that 

the nonprofit, nongovernmental organization (NGO), or civil society sector has a very 

important role to play in promoting a better remittance system, from lower fees to 

citizens empowered to use mainstream financial institutions, to the developmental and 

investment possibility of remittance flows.  This point has been demonstrated in 

examples ranging from the customer rights NGO in Honduras to the invaluable and 

innovative role of credit unions, themselves nonprofit organizations.  Nevertheless, a full 

discussion of the role of the civil society sector – both what it currently offers, and what it 

can offer immigrants, their families, and their communities through international 

financial flows – is beyond the scope of this study and report which was commissioned to 

focus on government and business.  An important future area of policy study is how to 

promote the enabling and enhancing role of the NGO/nonprofit sector in the US and 

home countries.   
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Luis E. Núñez Santana, Director, Departamento Internacional, Banco Central,  
Edigarbo Garcia, Vicepresidente de Operaciones, Remesas Dominicanas,  
Roberto Turull, Director de Programa de Bolsa de Inversiones y Subcontrataciones 
Internacionales (Biss), Presidencia de la Republica/ Oficina para la Promoción de la 
Inversión Extranjera de la Republica Dominicana ,  
Virginio Rafael Gerardo, Director Ejecutivo, Asociación de Instituciones Rurales de 
Ahorro y Crédito, Inc.,  
Julio C. Estrella, Consultor Económico, Departamento Internacional, Banco Central, 
Ana Rita Tejeda Céspedes, Subsecretaria Asuntos Internacionales, ,  
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United States 
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