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Improving Knowledge of
Remittance Flows in Central
Asia and South Caucasus
In 2005, an estimated $188 billion flowed through official channels to developing
countries in the form of remittances.1 The amount is larger than foreign direct
investment flows and more than twice as large as official aid that developing countries
received.2
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An estimated 175 million people now live outside their countries
of birth. The economic power of migrant remittances, as a source
of capital and support, is affecting millions of households around
the world.3

Remittances are an increasingly important source of external
finance for developing countries and help finance consumption,
savings, investments, and improvements in the balance of
payments. Remittances also finance education and health
expenditures, and ease credit constraints on small businesses.
Moreover, they provide an important source of income and help
to alleviate poverty for family members left at home.

At least half of the people in households with ties to emigrants
would be poor if they did not receive remittances, while others
who are living in poverty would be extremely poor.4

In Central Asia and South Caucasus,5 the emergence of newly
independent states in 1991 after the breakup of the former Soviet
Union dramatically increased the movement of people across
new borders.

Labor migration has been stimulated by the search of better
opportunities from poorer Central Asian and South Caucasian
countries. Migrants have gone to the Russian Federation and,
increasingly, Kazakhstan.

For many of the poorest countries in the region, remittances are
the largest source of external financing and have served as a
cushion against the economic and political turbulence brought
about by the transition. Being a significant source of foreign
exchange, remittances have also served as a pillar to support and
improve creditworthiness and access to international capital
markets.6

Official central bank statistics show that significant amounts of
formal sector funds are being transferred into countries—up to
27% of gross domestic product (GDP) in the Kyrgyz Republic and
20–50% of GDP in the case of Tajikistan.7

However, little is known about the structure of remittance flows
in the region in terms of channels of remittance transfers and,
perhaps more importantly, the effects of remittances on poverty
reduction. This lack of information prevents both governments
and financial institutions from responding with policy changes
and new products to increase remittance inflows and their positive
effects on financial sector development and poverty reduction.
Additionally, local capacity to conduct applied research on
remittances on an ongoing basis does not yet exist.8

Better Knowledge of Remittance Flows and
Their Effects on Poverty

During country program discussions in 2005, the governments
of several Central Asian and South Caucasian countries raised
the issue of the lack of information on remittance flows and its
impact on poverty.

To deal with these concerns, regional technical assistance (RETA)
6315 Remittances and Poverty in Central Asia and South
Caucasus9 was designed.10 The RETA aimed to understand
remittance flows and their impact both on financial sector
development and poverty in individual Central Asian and South
Caucasian countries, and the region as a whole. Two major outputs
were expected from the RETA: a) regional report on the financial
sector and remittances in Central Asia and South Caucasus, and
b) regional report on remittances and poverty in Central Asia and
South Caucasus. The study is being undertaken in Armenia,
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Azerbaijan, Kazakhstan, Kyrgyz Republic, and Tajikistan.

The study intends to inform policy makers in Central Asia and
South Caucasus to support the development of public and private
sector projects aimed at facilitating formal remittance inflows to
the region, directing them to productive investments, and
increasing their positive effects on financial sector development
and poverty reduction.

Recent data on remittance flows in the covered countries
(Armenia, Azerbaijan, Kazakhstan, Kyrgyz Republic, and Tajikistan)
were reviewed during one of the working meetings. Among the
more significant issues highlighted were11

•   Estimates of remittance flows in the region range widely
because of the lack of reliable primary data on remittance
flows through informal channels and the inconsistency of
secondary data collected from various sources. For instance,
estimates of remittance inflows to the Kyrgyz Republic in 2004
ranged from $207 million to $520 million. The estimates in
Azerbaijan in 1999–2005 reported in the balance of payments
statistics were 50–80% lower than those reported in national
accounts.

•      A substantial portion of remittances is believed to be coming
largely through unofficial channels. This reflects the lack of
trust in financial institutions on the part of the population
and the difficulties (such as excessive documentation
requirements) that the average remittance sender and receiver
have to face in opening a bank account, sending funds, and
getting cash from financial institutions. Banks in the region
are only beginning to offer financial products specifically
designed for remittance senders and receivers.

RETA 6315 Updates

Several surveys have been carried out in the region under the
RETA.12 A household survey on remittances covering a total of
about 14,200 households was conducted in Armenia, Azerbaijan,
Kyrgyz Republic, and Tajikistan using common sampling
methodology and questionnaire. Commercial banks, money
transfer operators (MTOs) and other institutions providing
remittance transfer services, and a total of 900 individuals receiving
remittances through banks or MTOs have been surveyed in
Armenia, Kyrgyz Republic, and Tajikistan. Finally, institutions
providing remittance transfer services and about 1,000 remittance
senders have been surveyed in Kazakhstan.

Initial analysis of household survey data13 indicates that 26.2%
of the households in Armenia, 12.3% in Azerbaijan, 15.9% in
the Kyrgyz Republic, and 39.9% in Tajikistan received remittances
in 2006. Aggregate inflows of remittances amounted to $380.2
million in Armenia, $390.4 million in Azerbaijan, $250.3 million
in the Kyrgyz Republic, and $717.6 million in Tajikistan.

The Russian Federation is the single largest origin of remittance
flows to the countries of Central Asia and South Caucasus. In
2006, it accounted for 77% of remittance inflows to Armenia,
84% to Azerbaijan, 79% to the Kyrgyz Republic, and 98% to
Tajikistan. The United States was the second largest origin of
remittance flows to Armenia, while Kazakhstan was the second
largest origin of remittance flows to the Kyrgyz Republic.
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Source: Robert Siy. 2007. Regional Study on Remittances in
Central Asia and South Caucasus. Powerpoint presentation.

Household survey data suggest that—contrary to the common
perception—a substantial proportion of remittance flows to
Central Asia and South Caucasus comes through banks and
MTOs. Of all cash remittances in the survey sample, about 58%
in Armenia, 30% in Azerbaijan, almost 78% in the Kyrgyz Republic,
and about 59% in Tajikistan were received through banks or
MTOs. Cash carried by migrants was the second most important
channel of remittance inflows in all four countries.

Channels of Cash Remittance Inflows, 2006
(In % of total inflows of cash remittances)
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Source: Robert Siy. 2007. Regional Study on Remittances in
Central Asia and South Caucasus. Powerpoint presentation.

Although most remittance inflows came through banks and
MTOs, only a small proportion of remittances stayed in the
financial sector. Among remittance-receiving households
surveyed, 69% in Armenia, almost 33% in Azerbaijan, and more
than 70% in the Kyrgyz Republic and Tajikistan received cash
remittances through banks or MTOs in 2006; however, less than
3% of them kept all or part of remittances in a bank account. The
survey also showed that among remittance-receiving households,
more than 23% in Armenia, 10% in Azerbaijan, and about 60%
in the Kyrgyz Republic and Tajikistan saved in 2006.    However,
only a small fraction of them saved in the form of time deposits,
savings deposits, or investment in securities. This means the
financial sector in the countries of Central Asia and South
Caucasus has, so far, made limited progress in mobilizing
remittances and directing them to productive investments.



Websites: www.adb.org/prf
                 www.adb.org/nprs

October 2007

Even at this early stage, inputs for enhancing the positive effect
of remittances can already be identified. For example, public
confidence in formal financial institutions should be strengthened
to broaden financial sector involvement in the remittance flows.
Investment schemes and products should also be made accessible
to remittance receivers. Also, measures to reduce the costs involved
in remitting funds through formal channels should be taken.

The impact of the remittance flows on poverty reduction is still
under analysis; the results will be coming out early next year after
the stakeholder consultations. However, preliminary findings
already point to the importance of the study findings on financial
and poverty reduction policy development in the countries
involved.
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 ARM AZE KYR TAJ 
Households that receive 
remittances through 
banks/MTOs 
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bank account 

2.3 0.6 2.7 1.8 

Households that save… 23.1 10.0 60.1 59.2 
…in the form of 
time/savings deposits 
and/or investment in 
securities 

0.9 0.1 0.5 2.2 

 ARM = Armenia, AZE = Azerbaijan, KYR = Kyrgyz Republic,
MTOs = money transfer operators, TAJ = Tajikistan.
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