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Summary. The amount of annual inward remittances worldwide reached
US$557.1 billion in 2013. Inflows of international migrant remittances exceed
annual inward ODA, FDI, and private capital flows in the majority of developing
countries. Annual inflows of remittances in Ukraine reached 5% of GDP in 2013
and outweighed annual inward FDI and ODA combined. This paper analyses key
patterns and trends of international migrant remittance flows from and to Ukraine,
their determinants and impact on social and economic development of the country.
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I'POLIOBI NEPEKA3U MI?)KHAPOJJTHUX MITPAHTIB SIK ®AKTOP
PO3BUTKY KPAIH

Anomauia. ll]opiunuii ceimosuil 0ocse npusamuux epoutosux nepekasie y 2013
p. oocse 557,1 mapo. oon. CILA. V 6inbwocmi Kpain, wo po36u8ardmuvcs
WOPIYHULL  NpUmiK  00X00i8  MINCHAPOOHUX MISPAMHIE  nepesunye oocse
HAOX00MHCEHb NPAMUX [THOZeMHUX [Heecmuyill, oiyitinoi ginancmosoi donomoau
ma NpueamHUx nepekasié Kanimauy 3a aHAN02IYHULL nepiod. 30kpema, o00cse
HAOX00JCeHb NPUBAMHUX Nepekasie miepanmis 6 Ykpainy odocse 5% BBII, 3a
niocymkom 2013 p., nepesuwusuiu 3a2anvHuil 00csie HAOX00NHCEHb NPAMUX
iHO3eMHUX  [Heecmuyitl ma o@iyitiHoi piHancmMos0i Oonomocu NpPomscom
aHano2iyHo2o nepiody. Y cmammi NpoaHAniz08aHo KIHOU08I MeHOeHYii ma
ocoonusocmi yuacmi Yxpainu y MINCHAPOOHOMY pPYCI NPUBAMHUX 2POULOBU3
nepexasie, ION0BIOHI hakmopu ma HACHIOKU 32A0AHUX KOWMI8 HA COYIANbHULL |
EeKOHOMIYHULL po36umokK Kpainu. Haoxoooicenns xowmie emiepanmis € 6a2oMum
ooicepeniom (DIHAHCYBAHHA PO3GUMK)Y KPAiHU, MoMy V cmammi 3anponoHO8aHO
HU3KY 3ax00i8 3a0is MIHIMI3ayil pu3ukie ma WUpuo20 BUKOPUCMAHHS
MOJHCIUBOCIEU, NO8 A3AHUX 3 yuacmio YKpainu y MIHCHAPOOHUX MiepayiuHux
npoyecax: CmMuMyar08aHH UKOPUCMAHHS OQIYIUHUX KAHANI8 nepeKkaszy Koumis,



MObIni3ayis 3a0waddicenb NpeoCcmasHUKi6 0iacnopu, 3a0X04eHHs IHBeCm)BAaAHHSI
abo 3a0wWaddiceHts 00X00i8 MicpaHmMi8, NOKPAWeHHS X YMO8 Npayi.

Knwuoei cnoea: mixcnapoona micpayis, npusamHui 2powiosi nepexasu,
Kopuoopu micpayii, miepayiunuu waax «lliedens-Ilieoenvy, mpyoosa micpayis,
pigenv ousepcugikayii (KoHyenmpayii) NOMOKIE Micpanmie ma NPUBAMHUX
2POULOBUX NEPeKa3is.

The amount of remittances received annually worldwide rose between 1990 and
2013 from US$64 billion in 1990 to US$126.8 billion in 2000 and US$557.1
billion in 2013, and is expected to reach US$ 636 billion in 2017 [1]. Remittances
inflows surpass annual ODA, FDI, and private capital received by developing
countries, with few exceptions. In 2013, in 12 and 26 developing countries
remittance inflows exceeded 19% and 10% of GDP, respectively. The total value
of remittances sent to Ukraine in 2013 reached US$9.7 billion, i.e. above 5% of
GDP [2]. Since 2003 and 2009 annual inflows of remittance have surpassed annual
inward ODA and FDI, respectively. Moreover, annual (2014) inward remittances
in Ukraine are estimated to be equal to total value of official reserves (as of
December 2014), i.e. US$7.5 billion [2].

Current socio-economic and political situation in Ukraine as well as some
negative external factors may lead to further dilution of FDI's role in economic
development of the country. Therefore, inward remittances remain a very
important source of economic development of the country. However, the largest
share of inward remittances in Ukraine is used to cover living expenses (73%) and
only 3.3% are used to start a business [3]. Moreover, 14% of remittances are sent
to Ukraine through informal channels [4]. We assume that current economic
situation in Ukraine, financial market disturbances, abrupt national currency
devaluation and tightened control over foreign currency transactions may cause a
dramatic rise in the number and value of informal remittances, reduction of inward
remittances and surge of outward remittances. Therefore, effective mechanisms
should be implemented to offset these negative determinants.

We suggest to use mechanisms that can deflate transaction costs together with
administrative and fiscal stimuli empowered to eliminate the share of informal
channels of remittance flows, i.e. income tax breaks and exemptions for Ukrainian
emigrants and their family members, who receive remitted income.

A low level of diversification of inflows and outflows of remittance to and from
Ukraine poses high risk of remittance inflows (outflows) decrease (increase) as a
result of deterioration of economic situation in origin (destination) countries,



changes in their migration policy or economic and political relations between
involved countries. Also, there is no direct impact of origin country on average
value of remittances per Ukrainian migrant. It can be explained by the fact that
around 75% of labour migrants from Ukraine are employed in construction,
agriculture or housekeeping, 17% of total Ukrainian labour migrants have no legal
status and 4% have only visitor visas [3].

Taking into account the importance of remittances for the economy of Ukraine,
effective, coherent policy should be implemented to:

e increase the value of inward remittances sent with official channels;

e increase total value of inward remittances (and decrease total value of
outward remittances);

e mobilize diaspora savings and contributions;

e increase the average value of inward remittances per migrant;

e stimulate saving and investment of remitted income;

e improve working conditions of Ukrainian emigrants;

e encourage return migration, especially among business owners and highly
qualified professionals.

Current system of taxation of remittances in Ukraine is not well equipped to
achieve higher tax revenue from economic activity of emigrants, taking into
account considerable share of informal remittance channels as well as informal
employment of many Ukrainian emigrants, diminishing motives for return
migration and low level of taxpaying culture in the country, in general. Substantial
number of Ukrainian emigrants have already gained the citizenship of their
destination countries, therefore effective mechanisms of mobilization of diaspora
savings and philanthropic contributions should also be implemented, e.g. diaspora
bonds, special deposits for inward remittances, including preferential fiscal
treatment, credit unions, etc.

Unofficial employment, recruitment costs, well-being of Ukrainian emigrants,
human trafficking and other migration related problems also require efficient and
prompt solutions, to promote save and decent employment of labour migrants as
well as their effective integration into local communities. Administrative and fiscal
stimuli should be implemented to promote more productive usage of inward
remittances, i.e. to invest or save. Finally, although migration may have a positive
impact on countries of origin, elimination of ‘push factors’ as well as offsetting
economic ‘pull factors’ and other motives of emigration should be prioritized by
any government. Suffice it to say that most of the above-mentioned aims are
unreachable without proper international cooperation.



Ukraine is one of the largest destination as well as origin countries of South-
South migration and part of the second largest migration corridor in the world,
after Mexico to the United States. Its annual inward remittances surpass 5% of
GDP and are larger than annual inward FDI and ODA combined (2013).
Therefore, inward remittances are a very important source of economic
development of the country. But, positive impact of inward remittances on savings,
investment, infrastructure development and growth has been dragged down by
informal remittance channels, lack of efforts to mobilize migrants” and diaspora
savings as well as adverse economic conditions in Ukraine. A list of country
specific and general ‘push and pull factors’ may cause significant changes of the
stock of international migrants and remittance flows to and from Ukraine in the
nearest future. Therefore, coherent policy should be implemented to mitigate risks
and explore opportunities related to migration, namely to increase total value of
inward remittances, promote official remittance channels, mobilize diaspora
savings and contributions, stimulate saving and investment of remitted income,
improve working conditions of Ukrainian emigrants and encourage return
migration.
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