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Remittances vs. other international financial 
flows

Source: World Development Indicators and World Bank Development Prospects 
Group. Data are in current US$, in total across developing countries (low & 
middle income as classified by World Bank).
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Motivating ideas and questions

• Microeconomics of financial decision-making 
in transnational households is poorly 
understood
– What determines migrant workers’ saving, 

consumption, and remittance decisions?

– How do recipients in the home country decide on 
uses to which remittances are put? 

– To what extent are migrants’ remittance decisions 
affected by their lack of control over remittance 
uses?

– How important is asymmetric information in 
determining resource allocation within transnational 
households?

• Insights can help suggest innovative financial 
and remittance instruments



The problem of migrant control

• Migrants currently have limited ability to 
monitor or control how remittances are used by 
recipients

• Migrants and recipients (may) have different 
preferences as to how remittances should be 
used

• If migrants are given more control over 
remittance uses…

– A higher fraction of remittances may be channeled 
to uses that have long-term development impacts

– Remittance flows may rise
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Preferences for remittance uses & savings

• Goal: Reveal via survey answers whether migrants 
and households differ in their preferences over 
how remittances are used

• Remittance raffle

– 10 families in El Salvador receive $100 remittance

– Migrants specify how they would like the money to 
be used by recipients

– Household respondent specifies how they would like 
the money to be used when received

• 13 categories of expenditures

• “Cash” is not an option



Migrant vs. recipient remittance allocation (US$)



Remittances and savings

• This research focuses on the control that migrants 
have over how much of remittances are saved

• Migrants report stronger preferences that 
remittances be saved, compared to recipients

• Migrants have little ability to control or monitor 
household savings in El Salvador

– Can only request that household save a portion of 
cash received
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Research Questions



Specific question this paper addresses
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What is the effect of allowing migrants greater
control over savings instruments in their home 
country?



Experiment Overview

• We offered Salvadoran migrants in Washington, 
D.C. the ability to directly channel remittances 
into savings accounts in El Salvador

– Migrants enrolled at Salvadoran consular locations

• We randomly varied the degree of migrant control 
over accounts offered

– Offering different types of accounts to different 
migrants in the sample

– Savings facilities developed for project in 
partnership with a Salvadoran bank, and previously 
were not widely available
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Experimental Treatments

0. Control group
– Migrants encouraged to remit into a household member’s bank 

account, but no account-opening assistance provided

1. Account for remittance recipient in El Salvador
– Migrants encouraged to remit into an individual’s bank account

– Account-opening assistance provided

– Migrant cannot check balance or withdraw

2. Joint account (for migrant and household)
• New product: “Cuenta Unidos”

– Migrants encouraged to remit into shared account

– Migrant and HH each have ATM cards; migrant can check balance

3. Individual migrant account
• New product: “Ahorro Directo”

– Migrants encouraged to remit into own account

– Only migrant has ATM card; not shared with household



Marketing brochures

Ahorro Directo Cuenta Unidos
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Nested treatments
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Account Offered Treatment Arm

Control 1 2 3

Account for 
remittance 
recipient

X X X

Joint account 
(Cuenta Unidos)

X X

Individual migrant 
account (Ahorro
Directo)

X



Treatment protocols

• Migrants randomly assigned to one of 4 
experimental conditions

– Stratification by gender, US account status, years in 
US (3 categories), and relationship to recipient (4 
categories)

• Total of 48 stratification cells

• DC marketing team member visits each migrant in 
person to administer treatment

• Visits take place in location of migrant’s choice

– Typically: home, nearest Banagricola branch, workplace, 
restaurant
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Marketing visit in DC

25



Equalizing transaction costs

• Account-opening costs

– For all account types, account opening requires 
visit by remittance recipient to a Banco Agricola 
branch in El Salvador

• Treatment 3

• Remittance transfer cost

– All accounts have equal cost of inbound remittance 

– Inbound remittance costs also equalized with cash 
remittance

– Remittance prices randomized between $4 and $9

• Separate paper examine price elasticity of 
remittances 
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Partner bank branch, El Salvador
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The sample

• Migrants recruited in Washington, D.C. area at 
consulates

– Must have remitted in last 12 months, 

– In U.S. ≤15 years

• Migrant asked to identify “primary remittance recipient” 
in El Salvador

– We also follow these individuals over time

• Data collection:
– Baseline survey data (for all migrants and 82% of ES HH)

– Internal bank data (all migrants)

– Follow-up survey (for a subset of migrants and ES HH)
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Experimental Design



Migrants in Washington, D.C.
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Remittance recipient in El Salvador



Data Used

• Impact evaluation uses data from:

– Partner bank’s internal databases (savings, 
remittances)

– Migrant and household surveys we implemented

• Allows us to see savings held outside of partner 
bank

• Surveyed household in El Salvador is the DC 
migrant’s “primary remittance recipient”
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Project timeline

Baseline survey (Jun 2007 – Jan 2008)

Intervention (Dec 2007 – Jul 2008)

Tracking of savings and remittances at partner bank 
(through Jun 2009)

Follow-up survey (Mar – Jun 2009)

Tracking of savings and remittances at partner bank 
(through 2012)
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Baseline balance across treatments
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Estimation Strategy

• For migrant i :

Yi = a + b Z1i + g Z2i + l Z3i + Xi’f + εi

– Yi = take-up, savings

– Z1i = treatment 1 indicator

– Z2i = treatment 2 indicator

– Z3i = treatment 3 indicator

– Xi = vector of baseline controls, fixed effects

• Focus on ITT

– Effect of offering savings accounts
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Impact of treatments on account ownership at 
partner bank



Impact of treatments on savings in accounts at 
partner bank
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Impact of treatments on savings in accounts at 
partner bank
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Support for control interpretation

• Is Treatment 3’s impact on savings because 
migrants exercise control?

– Impact of Treatment 3 on recipient savings (relative to 
Treatment 2) is concentrated among migrants who, at 
baseline, have latent demand for control over remittance 
uses

• Baseline survey answers revealing demand for control:
– Paid directly for things in home country (7.7%)

– Sent funds home for others to administer (23.7%)

– Interested in direct payments to improve control (20.7%)

– Know people with conflict with recipients over remittance uses 
(14.6%)

– Have had conflict with recipients over remittance uses (4.9%)

– 51% say “yes” to at least one of the above 5 questions

• We examine heterogeneity along this overall “demand for 
control” variable
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Heterogeneity in treatment effects by baseline 
demand for control
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Heterogeneity in treatment effects by baseline 
demand for control
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Financial empowerment channel

• Patterns in the results are strongly suggestive that Treatment 3 
operates, in part, via a financial empowerment channel

• Offer of individual migrant account (Ahorro Directo) in Treatment 3 
was effectively an additional encouragement to control savings

– Offer of Ahorro Directo extended the conversation about control

– May have also made control strategies more concrete

• Offer of Ahorro Directo emphasized importance of migrants having 
exclusive control of their savings

– In contrast to joint account (Cuenta Unidos) offer, which emphasized 
migrant ability to monitor the joint account

• Spillovers of the Ahorro Directo offer include:

– Migrants more likely to exert control over joint accounts (Cuenta
Unidos)

– Migrants more likely to save more in own accounts outside of partner 
bank (e.g., accounts in U.S.)
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Impact of treatments on remittances (sent into 
bank accounts or as cash)
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Take-home messages

• By itself, channeling remittances into savings accounts does not 
promote savings accumulation

• But impact on savings accumulation in the origin household can be 
substantial when:

– Migrants are given ability to monitor and control savings of 
remittance recipients

– Financial education emphasizes importance of that control

• Migrant savings interventions can have important spillovers to other 
economic decisions

– In particular, savings in the US

– Also: migrant earnings

• Implications for future work

– Should be fruitful to study development impacts of treatments 
that enhance migrant control over other remittance uses

• E.g., schooling, health, microenterprise investment
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