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Abstract:

This paper empirically analyses to what extent the level of immigrant integration determines the channel chosen
to send remittances (migrant money transfers).  In recent years, there has been a large push by the international
community to formalize remittances. For this reason, it is important to take note of the effect immigrant
integration can have on the remittance channel choice.  The data used in this study stems from the Dutch
Consumentenbond survey conducted in 2005 which was specifically designed to focus on migrant remittances.
This paper investigates immigrant integration at the migrant group level as well as the individual level. For the
analysis, a relative measure of immigrant integration is constructed for six migrants groups, making use of
various variables, which include: educational attainment, language ability, work force participation, migration
history, and others.  This ranking is then used to test the affect of the integration of minority ethnic groups living
in the Netherlands on remittance channel choice. We hypothesize that the more integrated an ethnic group is in
Dutch society, the more likely they are to remit formally (send money transfers through formal institutions).
There may be a shift from informal to formal remittances when policies which enhance integration are put into
place. This paper finds that the impact of immigrant integration is conditional on other factors. If the migrant
sending country has put into place institutional policies (such as banks from the sending country in the host
country) to keep close ties to migrants via remittances or if there is lack of access in the recipient country to
formal transfers, integration has almost no influence on the remittance channel decision. For this reason, a
combination of policies would be best able to tackle the task of incentivizing migrants towards more formal
transfers.

Key words: remittances, money transfers, immigrant integration
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1 Introduction

This paper empirically analyses the degree of immigrant integration in determining the
channel chosen to send remittances (migrant money transfers).  In recent years, there has been
increased  interest  by  the  international  community  (World  Bank,  IMF)  to  formalize
remittances. This means a push to shift remittances from being sent informally (via cash
couriers, underground banking, post, etc.) to being sent formally (through banks and money
transfer operators like Western Union). Two main arguments in favor of the formalization of
remittances are: 1) increased transparency in money transfers to counter money laundering
and terrorist financing and 2) increased developmental impact of remittances moving through
banks due to the extra multiplier effect and possibilities to use remittances as a guarantee for
borrowing at the macro level. It is reasonable to assume that those immigrants that are more
integrated in their host society are more comfortable with the host society’s institutions. For
this reason, it is important to analyze the effect immigrant integration can have on this choice
which can then be incorporated into further policymaking.

The data used in this study stems from the Dutch Consumentenbond survey conducted in
2005.  It  is  a  survey  specifically  designed  to  focus  on  remittances  and  interviews  the  major
immigrant populations in the Netherlands, which include: Moroccans, Turks, Surinamese,
Antilleans, Somalis and Ghanaians. For the analysis, a relative measure of immigrant
integration is constructed for the six immigrant population groups, using a mix of variables:
educational attainment, language ability, work force participation, social relations with native
population, legal rights and citizenship, political participation, and welfare dependency.  This
index is then used to analyze the effect of the level of integration of immigrant populations
living in the Netherlands with regard to remittance channel choice.

There is a new emerging area of literature in cultural economics. Recent studies include the
impact of culture on development (Tabellini, 2006), trade (Guiso, Sapienza, & Zingales,
2006), growth (Barro & McCleary, 2003; McCleary & Barro, 2006), living arrangements
(Giuliano, 2007), fertility and female labor force participation (Fernández & Fogli, 2005),
firms and employment (Bertrand & Schoar, 2006) and economic behavior and attitudes
(Alesina & Giuliano, 2007). This paper contributes to the existing literature with a
contribution looking at culture (immigrant origin) and remittance channel choice, a topic
which has been left unexplored thus far.

The term integration may be interpreted in different ways, but for the purpose of this paper,
the term is used as the degree to which immigrants become part of Dutch society. This paper
looks at both socio-economic (usually measured by structural aspects including labor market
position and education level) and socio-cultural aspects of integration. Social contacts and the
degree to which immigrant groups participate in Dutch society are part of socio-cultural
integration. It is more difficult to explore variables which affect socio-cultural integration than
those related to socio-economic integration due to the difficulties with measurability,
although, empirical research has shown that they are strongly correlated (Snel, Engbersen, &
Leerkes, 2006).

In this paper integration is considered at two different levels: the individual level and the
ethnic group level. It is important to test both the individual and group level integration to see
which  factors  are  most  important  and  to  be  able  to  draw  conclusions  at  both  levels.  At  the
individual level it is hypothesized that the more integrated an individual is, the more likely
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that person will be to remit formally and particularly through banks. The specific variables
used to test individual integration are whether or not the person was born in the Netherlands
(hypothesizing that those born in the country will be more integrated because of growing up
in the society), length of time the person has lived in the Netherlands (assuming that the
longer the person has lived in the Netherlands, the more integrated they will be) and the
migrant level of education (the greater the education the more integrated1). Tubergen, Maas,
et al. (2004) found that education, work experience, language skills, age at time of migration
and  length  of  stay  in  the  host  country  are  important  factors  affecting  economic  (socio-
economic) integration. Migrants who move at a young age (or are born in the country), who
have been living in the host country for many years, those with higher education, more work
experience and better language skills usually have a better economic position in the host
society.

Moving from individual integration to group level integration we hypothesize that the more
integrated the immigrant group the more likely they will be to use formal channel and
specifically banks since they should be more comfortable and familiar with the host country
and its infrastructure. (Tubergen, Maas, & Flap, 2004) found that even after taking into
account individual characteristics, immigrants’ economic position differs among origin
groups in the host country. Evidence from the United States (Borjas, 1999) also shows that
migrants’ origin matters for economic integration.  To measure this, we first look at many
factors that may influence immigrant integration and make a ranking of group integration in
the Netherlands. These findings are then used to statistically test which remittance channels
the different migrant groups are using.

The main immigrant groups seen in Table 1 can be grouped into four different categories with
regard to their migration: colonial migration (Surinamese and Antilleans), guest worker
economic migration (Turks and Moroccans), later unrecruited economic labor migration
(Ghanaian) and asylum seeker migration (Somalis). The Netherlands first saw the influx of
unskilled migrants from Turkey2 (1963) and Morocco (1969) when the government recruited
guest workers in the 1960s that were meant to stay in the Netherlands only a short period of
time which was not what happened in reality (Guiraudon, Phalet, & Wal, 2005). After 1973
the stock of Turks and Moroccans grew due to family reunification which peaked in 1979 and
1980. In the 1980s and 1990s the number of migrants from these two groups continued to
increase due to marriage migration (marrying someone from the home country) (Vermeulen
& Penninx, 2000). As can be seen in Table 1, the Turks and Moroccans make up two of the
most populous immigrant groups along with the Surinamese.

Although a tradition of immigration from Suriname to the Netherlands already existed,
starting mainly in the 1960s, immigration picked up drastically around Surinamese
independence in 1975 when citizens of Suriname were given the option of a Dutch or
Surinamese citizenship and again in 1979-1980 when visa requirements were to be imposed
on the Surinamese. Unskilled workers began migrated in 1965; those that had migrated
previously were more highly skilled migrants. Immigration of Antilleans also began around
the same time but peaked in the 1980s (Gijsberts, 2004). Migration in the 1960s was mainly
students but the increase in the 1980s was due to the economic conditions in the country after
several  oil  plants  on  the  islands  shut  down,  creating  a  difficult  economic  situation,  which
brought more low skilled workers.

1 Age at migration would be another useful variable to look at which is not in the data set.
2 For more background on Turks in the Netherlands and their labor market position, (Euwals, Dagevos,
Gijsberts, & Roodenburg, 2007)
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Ghanaian immigrants began their migration to the Netherlands in the 1980s when the
economies of Ghana and Nigeria (the country to which they were migrating before) began to
falter and picked up speed in the 1990s (Mazzucato, 2005). They see their time in the
Netherlands as temporary and want to some day return to Ghana. The Ghanaians began with
small community of migrants in the Netherlands which then led to chain migration. Much of
the recent migration is due to family reunification and family formation (Kraan, 2001).

While the Somalis started to come to the Netherlands in great number in the 1990s, their
reason for migration was quite different with the later migrating for economic reasons and the
Somalis migrating as asylum seekers. There is much less information on the Ghanaians and
Somalis  in  the  literature  and  statistics  than  for  the  four  major  immigrant  groups  in  the
Netherlands (Surinamese, Turks, Moroccans and Antillean). This paper uses the sources
available to create the most realistic picture possible.

Table 1: Ethnic make up in Dutch society (2005)-foreign origin-at least one parent born
in another country

Frequency (*1000) Percentage
Moroccan 316 27
Surinamese 329 28
Antilleans 131 11
Turks 359 31
Ghanaians 193 2
Somalis 22 2
Total 1176 100
Source: CBS Statline (Dutch Central Bureau for Statistics)

2 An Index of Immigrant Integration in the Netherlands

In this section immigrant integration of the six immigrant groups is ranked using indicators of
integration.  The  final  outcomes  are  summarized  in  Table  24, which shows a rank order of
integration with 1 being the most integrated in each category and 6 being the least integrated.
The lower the total number at the end, the more integrated the immigrant group relative to the
others. This is an ordinal ranking, so it is the place that matters and not the size.

Labor market participation and education are the two characteristics most cited as indicators
of immigrant integration (albeit structural economic integration). In their introduction
Vermeulen and Penninx (2000) display the labor market participation rate and employment
rate for 1991 and 1998 for Turks, Moroccan, Surinamese and Antilleans. For both labor
market participation and employment the Surinamese have the best showing with 66 percent
participation in the labor force and a 58 percent employment rate in 1998. Antilleans are a
close second with 62 percent and 53 percent respectively. Turks follow next with 47 percent
and 37 percent while, in this comparison, Moroccans trail with only 44 percent and 34 percent

3 While the official population of the Ghanaian population in the Netherlands is around 18,000, unofficially the
population is closer to 40,000 due to many illegal migrants (Mazzucato, 2005).
4 This table is not meant to be an exhaustive indication of all the variables that go into immigrant integration but
to be a good indication of the integration situation. Other factors that may matter are relative group size, political
situation in origin country, immigration policy in destination country, occupation and residential segregation.
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respectively. In Graph 1 and Table 1 of the Annex we see the same pattern over many years.
The Ghanaians are relatively well educated but lack Dutch language skills and many are
illegally living in the Netherlands. For this reason, many have jobs below their skill level in
the informal economy or no jobs at all (Kraan, 2001). Chiswick and Miller (2001) show that
refugees are less prepared and less ready for the labor market due to the circumstance of their
migration (experiencing traumatic events and extreme stress in many cases). In the
Netherlands, they are also not allowed to work while going through the asylum seeking
process, putting Somalis last in the ranking.

When looking at educational attainment by immigrant group we see a similar picture with
regard to performance as in the previous case. The Antilleans score slightly above the
Surinamese with Turks and Moroccans following respectively. Graph 2 of the Annex
elaborates on the completion of each level of education and highest completion rates.
Refugees from Somalia are very poorly educated when compared to Turks and Moroccans
(Gijsberts, 2004). This low level of education has put Somalis at a major disadvantage with
regard to their possibility of obtaining employment. As previously stated, Ghanaians are
relatively well educated.

Social relations with the native population are also important for integration; the more contact
the immigrant group has with Dutch society, the more they will understand each other. One
way to measure social relations with the host society is by looking at mixed marriages.
Surinamese and Antilleans have more integrated social circles than the other groups. This can
be illustrated by the marriage partners chosen by the different groups. Only 10% of
Moroccans and Turks marry with Dutch natives whereas 40% of Surinamese marry Dutch and
60% of Antilleans enter into marriages with the native population (Gijsberts, 2004). The
majority  of  Turks  and  Moroccans  have  married  partners  from their  country  of  origin.  In  the
period between 1990 and 2002, an estimated 60,000 marriage migrants entered the
Netherlands from Turkey and Morocco (Gijsberts, 2004). This marriage migration is seen as
hampering integration in to Dutch society due to lack of language skills and education of the
new migrants  as  well  as  the  obvious  fact  there  is  less  interaction  with  the  native  population
(Gijsberts, 2004). In general, Turks and Moroccans tend to have much more contact with
people from their own ethnic group than contact with the indigenous Dutch. This is even more
pronounced for the Turks who have a large degree of social control from their group. The
Ghanaian are well organized in associations and organizations that focus on their ethnic
identity and cultural habits (Kraan, 2001). Somalis also have a strong focus on their own
ethnic group and are usually more segregated from Dutch society due to their migration
status.

The notion of social distance, first put forth by Bogardus (1959),  can be seen together with
social relations, which suggests that people feel closer to some groups than others with regard
to the degree of understanding between the two groups. According to Portes & Rumbaut
(2001) social distance depends to a great extent on culture, physical appearance and socio-
economic background.  Religion is also known to play a role in social  distance.  In this case
the  Turks,  Moroccans  and  Somalis  would  be  the  most  culturally  different  since  they  come
from a Muslim background, while the Surinamese and Antilleans have the closest social
distance being part of or formally part of the Kingdom of the Netherlands. The Ghanaians fall
in between these two groups.

Legal rights, citizenship and political participation in the host country are yet more factors
that are considered here to be a measure of immigrant integration. Heelsum (2001) gives a
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good overview of the legal rights and citizenship of the four major immigrant groups.
Immigrants from the former Dutch colonies have Dutch passports and have legal rights to
politically  participate.  They  have  a  right  to  vote  in  elections  and  to  become  a  local  or
provincial councilor, parliamentarian or governor. Since 1992, Turks and Moroccans could
have dual nationality. About two thirds of Turks and half of Moroccans enjoy this dual status.
Those with Dutch passports have the same rights as the groups mentioned above for political
participation. Those who are non-nationals but legally in the country have voting rights at the
municipal  level  if  they  have  living  in  the  Netherlands  for  more  than  five  years.  Asylum
seekers have no voting rights, but those who have gained refugee status have municipal
voting rights after five years. Results from voting turn out in the local elections in 1994 and
1998 show that Turks participated most with as high as 67% turnout in Amsterdam in 1994.
The Moroccans were second and the Surinamese and Antilleans trailed behind. Due to the
status and voting rights of Ghanaians (approximately half are illegal) and Somalis, there is
much less possibility for them to participate in elections. In the table below, the Surinamese
are placed with one point lower than the Antilleans due to there high representation in holding
a political position (as councilors). The Turks and Moroccans follow the same pattern as with
voting in this respect also.

Welfare dependency has also been sited as an indicator of integration. One third of the first
generation of Turkish and Moroccan migrants and one fourth of the Surinamese and Antillean
migrants  are  benefiting  from  social  welfare  (Gijsberts,  2004).  The  Ghanaians  are  to  a  large
extent not benefiting from social assistance since they would have to have legal status in the
country to benefit from such schemes. Somali refugees and asylum seekers, on the other hand,
benefit largely from social welfare since in many cases they have no other option since they
are not allowed to work while awaiting their verdict as an asylum seeker.

Immigrants who have already been exposed to the host country language before coming to the
country are in a better position to learn the language than those who have not since the former
arrives already familiar with the host language (Tubergen, Maas, & Flap, 2004). Language
skills can be seen as a part of human capital which has a positive impact on immigrant
earnings and opportunities in the labor market (Kossoudji, 1988). It also makes sense that
better language skills would increase immigrants’ ability to speak with the native population
making interethnic relations better (Espenshade & Calhoun, 1993; Gordon, 1964).

The likelihood of return migration also plays a role in the immigrant’s willingness to learn the
host language (Chiswick & Miller, 2001). This may partially explain why the Turks and
Moroccans didn’t put such a high importance on learning Dutch in the beginning as well as
the current situation of the Ghanaians. A large number of Ghanaians speak English which has
made it easier for them to migrate (Kraan, 2001) and has made it easier for them to continue
to not speak Dutch.  Since family reunification took even longer for the Moroccans, hoping
that  they  would  still  return  home  one  day,  this  may  explain  their  relatively  worse  language
position.

Table 2: Immigrant Integration Index
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Surinamese 1  2 2 1 2 2 1 11
Antilleans 2  1 1 1 3 2 2 12
Turks 3  3 3 2 1 4 4 20
Moroccans 4  4 3 2 2 5 3 23
Ghanaians 5  3 4 6 4 3 6 30
Somalis 6  6 4 5 4 6 5 36

From the results in Table 2 we see that the Surinamese and Antilleans come out as most
integrated with Dutch society, while the index suggest that the Ghanaians and Somalis are
least integrated. Turks and Moroccan fall in between. It is not unexpected to find the
Surinamese as the most integrated group of immigrants. According to Gijsberts (2004), the
Surinamese have progressed much more with regard to integration into Dutch society over the
last several years than the Turks and Moroccans due to their education level, Dutch language
ability,  extent of family reunification and the size of the second and third generation among
other  factors.  The  Surinamese  and  Antilleans  are  socially  and  culturally  closer  to  Dutch
society than the Turks and the Moroccans which also has to do with differences in religious
beliefs and values. While there can be some discussion about the indicators chosen here and
the values assigned to each group, the ranking is robust and does not change with subtle shifts
in values or variables.

3 Remittance Channel Choice

The survey data used in this paper was collected by Foquz Etnomarketing in 2005 (with the
Consumentenbond 9  as the project manager for the consumer data collection) which was
funded by the NCDO10. A sample of 1336 remittance senders11 was used to collect data on
remittance habits. The survey covers the six minority ethnic groups in the Netherlands:
Moroccans, Turks, Surinamese, Antilleans, Ghanains and Somalis.

As can be seen in the Tables 3 and 4, banks are of great importance to Turkish migrants. In a
paper by Köksal (2006) she gives an in-depth account of the importance of Turkish banks and
the role the Central  Bank of Turkey12 has played in “banking” Turks around the world. It is

5 (Gijsberts, 2004)
6 (Heelsum, 2001)
7 (Gijsberts, 2004)
8 The relative better language position of Moroccan to Turks is found in (Tubergen & Kalmijn, 2005)
9 Dutch consumer advocacy group.
10 NCDO stands for Nationale Commissie voor Internationale Samenwerking en Duurzame Ontwikkeling
(National Committee for International Cooperation and Sustainable Development).
11 The breakdown of respondents by ethnic group can be seen in Table 2 of the Annex.
12 Turkish migrants abroad can open savings accounts at the Central Banks as well as having access to a range of
other financial services (Köskal, 2006).
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important to note that while Turkish migrants use banks to a large extent, they are using their
native banks and not the banks of the host country. It is important to keep this in mind for the
resulting outcomes later in the paper.

Although the most important channel through which Moroccans send money is to carry it
themselves, we also see that banks are an important channel for this migrant group, coming in
as the second most important way to transfer money. This may be explained by the stable
economic and political environment as well as particular policies the Moroccan government
has set towards migrants (Haas & Plug, 2006). Haas (2003) also finds similar results with
regard to the little use of money transfer operators. Since the 1960s, the Moroccan
government has encouraged the use of the formal financial sector with the creation of a
network or consulates, bank branches and post offices to help assist money transfers.
According to Haas and Plug (2006) remittance transfers through banks already replaced postal
transfers in the 1980s and since the end of the 1980s the restrictions on money exchange and
the repatriation of money have been lifted. Currency devaluations and fiscal policy favoring
migrants have added in bringing remittances to Morocco through the banking sector.
Moroccan banks have also increased their number of foreign offices because migrants are
allowed to hold foreign exchange bank accounts with the Central Bank.

The Surinamese and Antilleans show similar remittance sending patterns. They both use
money transfer operators (MTOs) as their primary method of sending money and send about
50  percent  of  remittances  formally  and  the  other  50  percent  informally.  Because  of  the
difficult  political  situation  in  Somalia,  there  is  very  little  access  to  formal  means  of  sending
money. Only 27 percent of transfers are sent formally.  The majority of transfers go through
hawala-type systems which are informal money transfer operators and through cash carried by
the sender or someone else. The Ghanaians, on the other hand are the greatest users of formal
services, although they are the lowest users of banks. On average, transfers are slightly more
informal than formal on average.

Table 3: Ethnicity and channel table in percentages
Turks Moroccans Surinamese Antilleans Somalis Ghanaians Total

MTO 10 13 31 31 17 51 25
Bank 38 25 19 22 10 6 21
Total formal 48 38 50 53 27 57 46
Self carried
cash 25 30 18 14 17 15 20

Call house,
travel agent,
other shop,
hawala

7 4 13 9 31 16 13

Other person
carried cash 8 16 10 12 15 9 12

Post (in letter
or package) 4 4 8 9 3 2 5

Mosque or
Church 7 6 1 0 5 1 3

Bank card or
credit card 2 3 1 1 0 1 1

Total 100 100 100 100 100 100 100
Source: own calculation based on 2005 Consumentenbond survey

Table 4 shows that when banks are used to transfer money, different banks are chosen as the
primary bank used for transferring money by different ethnic groups. ABN AMRO stands out
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as the most used with Postbank following close behind. Turks in particular use foreign (non-
Dutch) banks to transfer money, which are usually Turkish Banks.

Table 4: Ethnicity and bank usage in percentage
Turks Moroccans Surinamese Antilleans Somalis Ghanaians Total

ABN AMRO 19 31 39 29 29 15 28
Postbank 7 26 26 37 47 46 24
Foreign
banks 52 5 4 2 12 8 21

Rabobank 5 28 9 16 6 0 12
ING Bank 5 3 13 4 6 0 6
SNS Bank 7 7 7 8 0 0 6
Fortis Bank 6 2 2 4 0 31 5
Total
number of
respondents
using banks

88 58 46 51 17 13 273

Source: own calculation based on 2005 Consumentenbond survey

4 Empirics

Formal vs. informal remittances

First, the following equation is estimated using a probit model to find the determinants of the
choice between formal and informal transfers.

iiiii BCRF εβββα ++++= 321  (1)

where iF  is a dummy for formal channel choice. iR is remitter characteristics, iC is the
country of origin and iB  is remittance behavior.

In the table below we see that the effect of three of the immigrant groups is significant. The
Moroccans, Surinamese and Somalis all show a significant preference for informal remittance
sending and the Somalis have the largest marginal effect in this respect meaning that they
have the highest preference for using informal services.  As far as individual indicators are
concerned, the greater the number of years a migrant has been in the Netherlands seems to
correspond to a preference for informal transfers which goes against the original hypothesis of
this paper. On the other hand, greater levels of education correspond with a choice for formal
money transfer, which is in line with earlier reasoning. Sending money many times per year
also corresponds with formal remittance channel usage.

Table 5: Probit for sending money formally
Marginal effect Robust standard error

Turk -0.09 0.14
Moroccan -0.15 0.15***
Surinamese -0.12 0.15**
Antillean -0.05 .014
Somali -0.28 0.17***
Only male sent 0.04 0.11
Both sent -0.01 0.12
Age -0.01 0.02
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Age squared 0.00 0.00
Number of years in NL -0.00 0.01*
Born in NL -0.03 0.13
Primary education 0.15 0.24
Lower secondary education 0.31 0.24***
Secondary education 0.32 0.23***
Vocational education 0.25 0.24***
College education 0.33 0.25***
University education 0.34 0.34***
Sent between 2 and 4 times
per year 0.14 0.09***

Sent between 5 and 11 times
per year 0.18 0.14***

Sent 12 times per year 0.24 0.25**
Sent 13 or more times per
year 0.15 0.60

Amount sent per year 0.00 0.00***
Number of observations 1009
Log pseudolikelihood -641.32
Pseudo R squared 0.08
Bases are: Ghanaian, female, no education, sent once per year
*significant at the 10% level
**significant at the 5% level
***significant at the 1% level
Source: own calculation based on 2005 Consumentenbond survey

Specific remittance channel
The methodology for specific remittance channel choice draws on Amuedo-Dorantes (2005) .
When looking at a remitter’s transfer channel decision, each remitter (i =1… .n) derives
utility ijU  from any of the money transfer channels.  In the first scenario, j=1 corresponds to
banks, j=2 is MTO, j=3 is informal channels and j=4 are other methods of money transfer.
The utility derived from a particular money transfer channel is as follows:

ijijjijijij XVU εβε +′=+= ,  (2)

where ijV is the deterministic component and ijε  is the random component of the utility
function. The probability of the ith remitter choosing he jth money transfer channel is equal to
the probability of ijU being the largest of 41,... ii UU or 91,... ii UU . So

)(Pr)(Pr)(Pr ikkijjijikijiij XXikobUUobjYobp ′−′≤−=>=== ββεε , (3)

where k = 1… 4 and k j.  The  probability  will  depend  on  the  assumptions  made  about  the
distribution  of  the  random  error  terms  ( 41,... jj εε )  or  ( 91,... jj εε ). Therefore, the migrant’s
choice of money transfer channel is given by the probability:

∑
=

′

′== 4

1
)exp(
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β
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where j=1… 4 is each remittance channel. MTOs are the base used in this model to obtain the
relative risk ratios (also probability or odds ratios) of a corresponding change in the dependent
variables. The ratio is as follows:

),exp( ijj
ik

ij x
P
P

′= β  (5)

Where ijx  are the dependent variables and k=j is the reference category.

In the next analysis we use the same three institutional categories as Amuedo-Dorantes
(2005): 1) banks, 2) non-bank money transfers (MTOs), and 3) informal channels as the
dependent variable. Here we go on to hypothesize on a more detailed breakdown of the
formal  channels  group  category.  Since  we  are  interested  in  not  only  the  shift  to  the  formal
sector but also to the banking sector (for development reasons), it is important to look at the
different motives to send through a bank or MTO. In equation 6, which measures the
probability to use any of the channels over MTO, we keep the same independent variables as
in the previous equation, but here we change the dependent variable into four choices where T
is the transfer channel: T1=bank transfer, T2=MTO, T3=  informal  transfer  and T4= other
transfers.

iiiii BCMT εβββα ++++= 321  (6)

In  Table  6  we  look  at  remittance  channel  choice,  distinguishing  between  banks,  MTOs  and
informal  transfers.  Since  MTOs  are  used  as  the  base,  the  results  for  bank  and  informal
transfers are relative to MTOs. The table shows relative risk ratios (RRR) 13  and robust
standard  errors.  To  better  interpret  the  relative  risk  ratios,  it  is  helpful  to  remember  that  the
ratio is in the form of Pi, bank/Pi,MTO which indicates the probability of using a bank over a
MTO. A ratio of 1 would mean that the two methods of sending money are equally likely. A
value of less than 1 (Pi, bank<Pi,MTO)  would mean that the bank is less likely to be used.  For
instance a risk ratio of 0.25 would imply that banks are less likely to be used than quick
transfers with a ratio of 0.25 to 1. On the other hand, a risk ratio greater than 1 (Pi, bank>Pi,MTO)
would indicate the higher likelihood of the bank being used.

When compared with the base group (Ghanaians) each group is significantly more likely to
use banks than MTOs and all but the Surinamese are more likely to use informal methods
than MTOs. The situation with banks is particularly pronounced for the Turkish situation,
with  Turks  being  almost  36  times  more  likely  to  used  Banks  over  MTOs.  Moroccans  also
have a quite distinct preference for banks with a ration of 13 to 1 over MTOs.

Moving on to the individual characteristics, males (as the only members in the house who
send remittances) seem to have a significantly higher likelihood of using banks, while when
both  men  and  women  in  the  household  are  sending  money,  we  see  a  preference  for  MTOs
over informal transfers.  Those people who have been in the Netherlands the longest are also
those  who  are  most  likely  to  use  banks  over  MTOs,  which  is  in  line  with  the  original
hypothesis. Education is significant across the board with people showing a much higher
preference for MTOs over both banks and informal transfers. Those remitters who send
money  more  often  also  have  a  significant  preference  for  MTOs  over  informal  transfers.
Remitters sending money between 5 and 11 times per year were also more likely to use MTOs

13 Relative risk ratios are also referred to as relative probabilities or odds ratios.
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while  those  who sent  remittances  at  least  13  times  per  year  were  without  a  doubt  making  a
choice for banks.

Table 6: Multinomial logit for channel choice with MTO base
Bank Informal

Turk 32.68
(15.33)***

2.83
(1.35)**

Moroccan 13.00
(5.90)***

3.98
(1.74)***

Surinamese 7.06
(3.15)***

1.63
(0.69)

Antillean 7.56
(3.04)***

1.98
(0.79)*

Somali 5.62
(2.70)***

3.88
(1.74)***

Only male sent 1.84
(0.49)**

0.85
(0.25)

Both sent 1.08
(0.34)

0.61
(0.20)*

Age 0.88
(0.06)*

0.97
(0.07)

Age squared 1.00
(0.23)*

1.00
(0.00)

Number of years in NL 1.00
(0.02)

1.01
(0.02)

Born in NL 0.62
(0.22)

0.93
(0.36)

Primary education 0.00
(0.00)***

0.00
(0.00)***

Lower secondary education 0.00
(0.00)***

0.00
(0.00)***

Secondary education 0.00
(0.00)***

0.00
(0.00)***

Vocational education 0.00
(0.00)***

0.00
(0.00)***

College education 0.00
(0.00)***

0.00
(0.00)***

University education 0.00
(0.00)***

0.00
(0.00)***

Sent between 2 and 4 times per year 0.75
(0.20)

0.62
(0.17)*

Sent between 5 and 11 times per
year

0.52
(0.19)*

0.34
(0.16)**

Sent 12 times per year 1.73
(0.85)

0.00
(0.00)***

Sent 13 or more times per year 5.09+e15 0.01
(0.01)***

Amount sent per year 1.00
(0.00)

1.00
(0.00)**

Number of observations 588
Log pseudolikelihood -511.42
Pseudo R squared 0.18
Base: Ghana, female, no education, sent 1 time per year
*significant at the 10% level
**significant at the 5% level
***significant at the 1% level
Marginal effects fist and robust standard error in parenthesis
Source: own calculation based on 2005 Consumentenbond survey
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5 Concluding remarks

In conclusion, immigrant integration is not the only factor in the channel decision. The paper
does find that integration matters for the channel through which remittances are sent unless
the migrant sending country has put into place institutional policies to keep close ties to
migrants via remittances. We have witnessed this both cases of the Turks and the Moroccans.
Turkey appears to be a particular case, resulting from the fact that Turks remit, to a large
extent, through banks although they are one of the lesser integrated ethnic groups in the
Netherlands. This can be explained by the fact that they are mostly served by their own native
Turkish banks in the Netherlands. This finding implies that groups might be less integrated
and still remit formally because the formal transfers are strongly embedded in their society.
Policies which promote sending country involvement can increase the use of formal services,
especially banks, and perhaps also facilitate banking the unbanked in the sending country
since many migrant families back in the home country do not have bank accounts.

When we look at the rest of the results, the Surinamese and Antilleans (the most integrated
groups) choose to remit through banks more often. The results for the decision to remit
formally follow less with our theory, since our base group (Ghanaians) are the largest users of
formal services (even thought these are almost entirely MTO transfers). Compared with this
group everyone would prefer informal services, so it is then more interesting to look at the
marginal effects of their choice. Here we see results more in line with the original hypothesis,
since the least integrated group has the highest marginal effect for sending money informally.

It  is  important  to  keep  in  mind  that  immigrant  integration  is  only  one  of  the  factors  that
influence remittance channel choice since people send money through different channels
based also on what is available. In countries where there is little or no formal infrastructure
for sending money, there is not even an option, regardless of how integrated the group is in
Dutch society. This is blaringly obvious in the case of the Somalis.

Turning to the individual level integration factors, we see that education has a very positive
impact on the decision to remit formally as well as the regular sending of remittances (so
people become more used to the formal channels). Those remitters who send remittances
more than 13 times per year were much more likely to use banks. The number of years a
person had living in the Netherlands was also a significant factor in the decision to remit
through banks as well as education level (although they also showed a preference for informal
transfers over MTOs).

The overall findings of the relationship between immigrant integration and remittances
channel choice gives some evidence for increased policies to help immigrant integration in
host countries but the financial sector could also be used to help integration.  In addition to all
of the other social benefits of a socially cohesive society, we may see a shift from informal to
formal remittances when such policies are put into place, although a combination of policies
to also include institutions and infrastructure would be most beneficial.
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Annex

Graph 1: Working share of the labor force (15-65) by
ethnic group in 2003 (%)
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Source: SCP treatment (Dagevos et al. 2003) in (Gijsberts, 2004)

Table  1:  Share  of  the  total  ethnic  population  (including  non-workers)  with  a  job  of  at  least
middle-ranking level, 1991-2002 (in percent)

1991 1994 1998 2002
Turks 7 10 9 13
Moroccans 6 7 8 15
Surinamese 19 21 28 32
Antilleans 16 27 27 32
Source: ISEO (SPVA’91 and ’94); ISEO/SCP (SPVA ’98 and ’02); CBS (EBB ’91,’02) in (Gijsberts 2004)
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Graph 2: Education level attained by 15-64 yr
old non-school-goers 2002
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Table 2: Ethnic make up of respondents
Frequency Percentage

Moroccan 224 18
Surinamese 243 18
Antilleans 234 18
Turks 229 17
Ghanaians 211 16
Somalis 175 13
Total 1136 100
Source: own calculation based on 2005 Consumentenbond survey
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