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The number of international migrants worldwide hadready surpassed the U.S. population
and turned international migration into one of thelefining challenges of the 2 century,
especially in light of recent ‘migrant crisis’ inte EU. Ukraine ranks ¥ and 13" in the world in
international emigrant and immigrant stock, resp@atly. Also, Ukraine contributes to the largest
migration corridor in South-South pathway and theesond largest migration corridor in the
world. One of the distinctive features of Ukraine @an origin (destination) country is its relatively
low diversification of flows of emigrants (immigras) by their destination (origin). Remittance
flows to and from Ukraine are also concentrated @nsmall number of origin and destination
countries (regions). Annual inward remittances raged by the country reached 5% of GDP and
outweighed annual inward FDI and ODA combined (2013 his paper analyses key patterns and
trends of international migrant flows to and from k#aine, its determinants and impact on social
and economic development of the country. Inward igances are a very important source of
financing for development. However, country specifas well as general ‘push and pull’ factors
may significantly influence the stock of internati@l migrants and remittance flows to and from
Ukraine in the nearest future. Therefore, some s@gtions for mitigating risks and exploring
opportunities, related to international migrant fles to and from Ukraine, are provided, e.g. to
promote official remittance channels, mobilize d@sa savings, stimulate saving and investment
of remitted income, improve working conditions @ldour emigrants

Keywords:international migration, remittances, migrationradors, South-South pathway,
labour migration, degree of diversification (cont@tion) of migrant and remittance flows.

KJIIOYOBI TEHJEHIIII TA OCOBJIMBOCTI YYACTI YKPAIHU B
MIKHAPOJHUX MITPALIMHUX MPOILIECAX
Cupopenko I1. O.
Kinvkicmo MixcHapoOHuUx mizpanmis y ceimi 6xce nepeguuiUIa YUCe/1bHiCMb HACE/1eHHA
CIIIA, nepemeopusuiu MiX3cHapoOHy mMicpauito 6 00UH 3 upiuiailbHux euxiukie XXI cmonimmas,
0coonueo ¢ xoumexcmi micpauinnoi kpusu €C. Ykpaina nocioae 7 ma 13 micue y ceéimi 3a
KilbKicmio emizpanmie ma immizpanmie, 6ionogiono. Takoixc, YKpaina € 00Hi€lo 3i cmopin

Haoinbwo2o kopuoopy micpauii y Hanpamky «lliedenv-1liedensv» ma opy2020 3a uucenvHicmio
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Kopuoopy mizpauii' y ceimi. Il[opiunuii 00caz npueamuux zpouiogux nepekasie ¢ YKpainy oocaz
5% BBII ma nepeeuwiug 3a2aivbHuil WOPIYHUI RPUMIK RPAMUX [HO3EMHUX iHeecmuuiii ma
oiviiinoi gpinancoeoi donomozu (2013). Y cmammi npoananizoeano Kirouosi menoeHuii ma
ocobnueocmi yuacmi YKpainu y MidicHapoOHUX mizpauiliHux npouecax, 6iOn0GiOHi YUHHUKU ma
GNJIUG MINCHAPOOHOI Mizpauii HaA couiatbHUIl | eKOHOMIYHUIL po3eumoK Kpainu. Haoxoodicenns
KOWimie emizpanmis € 6a2oMum 0xcepenom (PiHaHCY8aAHHA PO36UMKY KpaiHU, momy y cmammi
3aNPONOHOGAHO HU3KY 3a4X00i6 3a0/1A MIHIMI3Quil PU3UKIE mMa WUPWIOZ0 BUKOPUCHIAHHA
Moxycugocmeil, NO6 A3AHUX 3 ydyacmio YKpaiHu y MINCHAPOOHUX MIZDAUIIHUX NPOUecax.
CIMUMYNIO6AHHA  GUKODUCMAHHA  OQMIUiHUX KAHAié nepekazy Kowimie, MooOinizauia
3a0ua0xHceHb NPeOCMABHUKIE diacnopu, 3A0X04€eHHA IHEECMYBGAHHA 400 3A0UWAONCEHHA 00X00i8
MiZpaHmie, NOKPaAWeHHA IX MO8 npaui.

Kniouosi cnoea: midxcnapoona miepayis, npueamui 2poutosi nepexasu, Kopuoopu micpayii,
miepayiinuil wiisx «llieoennv-Ilisoenv», mpyoosa miepayis, pisensv ousepcugixayii (konyenmpayii)

NOMOKIE MI2PAHMIE MA NPUBAMHUX 2POULOBUX NEPEeKa3IE.

KJIIIOYEBBIE TEHJIEHIIUU 1 OCOBEHHOCTU YYACTUS YKPAUHDLI B
MEXIAYHAPOJAHBIX MUT'PAIITMOHHBIX ITPOLHECCAX

Cupnopenko II. A.

Konuuecmeo medxncoOyHapoOHbIX MUSPDAHMOE 6 Mupe yice RPeGbICUN0 HUCTEHHOCHb
Hacenenua CILIA, npespamue mexcOyHapoOHy0 MUzpayuio 6 00UH U3 K1lo4eevix 6v1306068 XXI
6eKa, 0COOeHHO 6 KoHmeKcme muzpauuonnozo kpuzuca EC. Ykpauna 3anumaem 7 u 13 mecmo ¢
Mupe RO KOJUYECHEY IMUSPAHMOE U UMMUZPAHMOE, coomeemcmeeHHo. Takxce, Ykpauna
AenAemca 00HOI U3 CHMOPOH HAldoIbuie20 Koppuoopa muzpayuu Ha nymu «k0z-F02» u emopozo
no Koauuecmey Koppuoopa muzpauuu é mupe. Edceco0Hblil 00beM YACMIHBIX OEHEHCHBIX
nepesodoe ¢ Ykpaumny oocmuz 5% BBII u npesvicun oouiuii oobem exuce200H020 NPUMOKA
NPAMBIX UHOCMIPAHHLIX UHEeCMUUUI U ouuuanvHoul Quuancoeoii nomowyu ¢ 2013 2. B
cmamove NPOAHAIUZUPOGAHBI KAIOYABble MEHOCHUUU U O0COOeHHOCmU ydacmusa YKpauHol ¢
MENHCOYHAPOOHBIX MUZPDAUUOHHBIX RpOUeccax, coomeemcmeyoujue @GaKmopsl u eauAHue
MeHCOYHAPOOHOU MUZPAUUU HA COUUATbHOE U IKOHOMUUECKOe pa3eumue cmpamol. /lenedxicHole
nepevucieHUA IMUSPAHMOE AGIAIOMCA GANCHHIM UCHOYHUKOM (DUHAHCUPOGAHUA DPA3GUMUA
CMPAaHsvl, ROIMOMY 6 CIaAmbe NPEOIOHCEHbl MEPONPUAMUA, KACAIOWUECA MUHUMUZAUUU PUCKOG
u 0Oonee WUPOKO20 UCHOJIL30BAHUA BO3ZMONCHOCHIEH, C8A3AHHBIX C yuacmuem YKpauHovl 6
MeHCOYHAPOOHBIX MUZPAUUOHHBIX RPOUECCAX. CIMUMYIUPOGAHIUE UCNOIb306AHUA OPUUUATLHBIX
KaHa106 nepeeooa cpeocme, MobOunuzayua coepexceHuil npeocmasumeneil OUACHOPDI,
CMUMYIUPOGAHUE UHEECMUPOGAHUA U COEPeHCeHUA 00X0008 IMUZPAHMOE, YIYHUIEHUE UX

ycaosuii mpyoa.
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Knioueevie cnosa:. medicoynapoonas muepayus, 4YacmHvie O€HeNCHble NepequcieHusl,
Kopuoopvl  muepayuu, muepayuonHviti nyme «l02-FOe», mpyooeas muepayus, cmeneHv

ougepcuuxayuu (KOHYeHMpayuu) NOMOKOE MUSPAHMOE U YACMHBIX OCHEICHbIX Nepeyucienul.

Introduction . The number of international migrants worldwidesedy 90 million between
1990 and 2013 and is expected to exceed 250 mii@®15, and North is still hosting almost 60%
of them [1]. But more than half a million asylunaichs received by the EU between January and
June 2015 considerably facilitated discussionsntermational migration and related issues. Despite
numerous challenges faced by countries of origthdestination as a result of increasing and often
uncontrolled cross-border movement of migrantgrimtional migration can offset some social and
economic imbalances, e.g. solve demographic prablemdestination countries and provide
financing for development to origin countries. Themount of remittances received annually
worldwide rose between 1990 and 2013 even more atreally than international migrant stock,
i.e. from US$64 billion in 1990 to US$126.8 billiam 2000 and US$557.1 billion in 2013, and is
expected to reach US$ 636 billion in 2017 [1]. Reamices inflows surpass annual ODA, FDI, and
private capital received by developing countrieghwew exceptions. In 2013, in 12 and 26
developing countries remittance inflows exceedel B&d 10% of GDP, respectively. Taking into
account large stock of international migrants (adigrants) in Ukraine, considerable and
increasing remittance flows as well as recenthlifated pull and push factors for Ukrainian
migrants, analysis of key trends and patterns tefmational migration and remittance flows to and
from Ukraine may be a valuable contribution tatier development of research in the field.

Overview of recent publications International migration and its influence on ewmmc
development of countries of origin and destinati@ve received a lot of attention in economic
literature. But recent migrant crisis in Europe asdnfluence on the socio-economic situation in
the region pose new challenges to economists, ypot@kers and other stake holders all over the
world.

The growing literature on migration documented fesiinfluence of remittance inflows on
socio-economic development of receiving countriéslfieoharides, R.Adams and A. Cuecuecha,
D.Yang, D.Ratha, T.Straubhaar and F. P. Vadean,cdinelrs). T.Straubhaar and F. P. Vadean
prepared an overview of this literature with foamsdirect and subsequent influence of remittances
on income distribution, poverty and welfare, trdm#ance and current account of countries, and
economy as a whole. Although these authors foundrmamnbiguous confirmation of an equalising
effect of remittances on income distribution, thelfare effect of remittances is obvious as well as
their positive influence on economic growth [2].Ratha (2003), analysing the influence of
remittance on GNP of Mexico, documented an empigealence of the existence of a multiplier
effect, e.g. every US$ remitted and spent in thenty induced US$2.69 and US$3.17 GNP
increase in case of urban and rural householdgpectésely [3]. Most scholars agree that
remittances can also ease the problem of balanpayshents deficit, but negative effects of these
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transfers on trade balance — i.e. the remittandeeed imports and Dutch Disease — remain rather
disputable [2].

Remittance behaviour of migrants has also becomenpartant direction of research in the
field (T.Joseph, Y.Nyarko, and S.Wang; K.AmblerAkcinena, and D.Yang; C.Dustmann and
J.Mestres; D.Yang and H.Choi; H.Rapoport and F.Darg C.Freund and N.Spatafora, and
others). K.Ambler, D.Aycinena, and D.Yang (2014yrid a statistically significant positive impact
of temporary transaction fee discounts on remiganevhich lead to increases in the number of
transactions by migrants from El Salvador and Guata and total amount remitted during the
discount period [4]. Another important conclusidntieese authors is that provided discounts did
not significantly influence the selection of reraitte channels. T.Joseph, Y.Nyarko, and S.Wang
(2015), analysing earnings and remittances of migran the UAE, documented positive
relationship between remittances and seasonaiitiesrnings as well as other public, anticipated
and transitory factors like weather shocks anduabeform [5]. Also, it was found that remittances
do not follow the growth of earnings and the lengftistay of migrants in the destination country. In
fact, they decline, while migrants™ earnings inseeaver time.

National Bank of Ukraine, State Migration ServickUkraine, State Statistics Service of
Ukraine and other institutions and think tanks extlldata and provide analysis of migration and
remittances in Ukraine on a regular basis. Ukraingcholars have also made a valuable
contribution to the development of research inftakl, e.g. E.Libanova, V.Geets, A. Galchinsky,
S.Gutkevych, O.Malynovska, O.Kupets and othersr&urtrends of global migration and some
country specific factors encourage further analgsithe impact of international migration on social
and economic development of Ukraine as well as ttande flows as one of the sources of
development financing.

The purpose of the articleis to analyse patterns and trends of internatiomgrant flows
from and to Ukraine, its determinants and impactsogial and economic development of the
country and provide suggestions for mitigating sisknd exploring opportunities, international
migrant flows from and to Ukraingith main focus on remittances.

Key findings. Ukraine and Russia form the largest corridor of t8édouth migration,
accounting for almost 10% of international migratdck of the pathway, and the second largest
migration corridor in the world. Ukraine has beare f the largest destination countries in the
world since 1990 but its international migrant &ecconstantly decreasing, i.e. from 6.9 million i
1990 to 5.5 million and 5.2 million in 2000 and 30tespectively. Ukraine has the second largest
share of immigrants in total population among EasEuropean countries —i.e. 11.4%. Immigrants
account for 11.6% of total population in Belaru$,2P6 in Moldova and 7.7% in Russia [6].

Ukraine is also one of the largest origin countries 2013 it accounted for 5.6 million
emigrants (12.3% of total population of the couptrgnly India, Mexico, Russia, China,
Bangladesh and Pakistan had larger stocks of entggrAlthough Ukraine has comparatively low
share of emigrants in total population, e.g. emmtgaaccount for 24% of total population in
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Republic of Moldova, 19.9% in Bulgaria, 16.8% inl&@es and 15.4% in Romania, Ukrainians are
more inclined to pursue better life abroad thameeits of the majority of low middle income
countries [6].

Numerous international migrant stock of Ukrainewadl as CIS countries can be explained
by an extensive internal migration in the formervigb Union and cultural similarities, local
networks, simplified cross border procedures awtt & substantial ‘pull factors’ that prevented
return migration in the region. Ukrainian emigraate motivated mainly by economic factors and
international networks. As a result of annexatidrth@ Crimea by Russian troops and military
conflict in Donetsk and Luhansk regions, almost milion Ukrainians were internally displaced,
i.e. more than 3% of total population. And morentdamillion of them are seeking asylum or other
forms of stay in Russia (approx. 80%), Belarus (appl0%), the EU and other countries. Return
migration and family reunions may represent a a®rsible part of this flow of migrants. We
assume that ageing of the stock of migrants in ldkrathe above-mentioned ‘push factors’ and
deterioration of social and economic conditiont/kraine may lead to further decrease in the stock
of international migrants and increase in the stotlkemigrants. In the long run, socio-economic
improvements in Ukraine, its integration to the &Jwell as possible dramatic political changes in
CIS countries may cause the surge of migrants trawegion and other countries to Ukraine.

One of the distinctive features of Ukraine as aigior country is its relatively low
diversification of flows of emigrants by their desttion. Just one country (Russia) hosts 53% of
total stock of Ukrainian emigrants and one regi@iS) accounts for 67% of them. This is a
common feature of many post-soviet countries, Blgaine hosts 32% and 16.5% of total stock of
migrants from Russian and Belarus, respectivel20i3, almost 67% of total stock of international
migrants in Ukraine were born in just one counRygsia) and 88% were born in one region (CIS).
Therefore, the stock of international migrants ikr&ine also has low level of diversification by
their origin. Low level of diversification in bottases may cause significant changes in trends and
patterns of international migration as a resultlzdnges of country or region specific pull and push
factors as well as any shifts in foreign policyimfolved countries.

International migration influences countries of gomi and destination through different
mechanisms. Despite the problem of ‘brain draiayrdries of origin can benefit from international
migration due to the tremendously rising remittafiogvs. Ukraine is a good example of such
country. Total value of remittances sent to Ukram@013 reached US$9.7 billion, i.e. above 5%
of GDP [6]. In Europe, only emigrants from Fran@Germany and Belgium remitted more than
Ukrainians did in 2013. Since 2003 and 2009 anmfldws of remittance have surpassed annual
inward ODA and FDI, respectively (Figure 1). Moreovannual (2014) inward remittances in
Ukraine are estimated to be equal to total valuefbtial reserves (as of December 2014), i.e.
US$7.5 billion [6].

Current socio-economic and political situation ikrélne as well as some negative external
factors may lead to further dilution of FDI's role economic development of the country.
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Currently, Cyprus, Russia, the Netherlands, Ausaral British Virgin Islands combined account
for 56.7% of the inward FDI stock of Ukraine, altlygh this geographical structure may look
differently if the final beneficial owner principles applied. Between 2013 and 2015 (mid-year
basis) Cyprus significantly reduced its share tdltomward FDI stock of Ukraine (from 32.4% to

28.6%). Russian investors account for 6.3% of totaard FDI stock of Ukraine in 2015 (6.9% in

2013, mid-year basis) [7]. Taking into account entrglobal economic outlook, surge of FDI to
Ukraine from other countries is unlikely. Therefoneward remittances remain a very important
source of economic development of the country.
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m Difference between annual inflows of FDI and remittance to Ukraine

O Difference between annual inflows and outflows of remittance in Ukraine
O Difference between annual inflows of ODA and remittance to Ukraine

Figure 1. Difference between annual FDI, ODA and maittance flows in Ukraine,
in billion US$
Source: based on [6].

A positive impact of inward remittances on savingsgestment, infrastructure development
and growth has been documented by many resear€hasings remitted to developing countries
are often used for investment purposes, especiallynicroenterprises. Even if they are just
consumed they contribute to output growth via pasimultiplier effects, offsetting the loss of tax
revenue caused by highly skilled labour migratiomd aoutput decrease. Moreover, empirical
evidence suggests that marginal propensity to savhigher for income from international
remittances than from domestic remittances or tantome [3]. Inward remittances may be a
considerable, hard currency source of investmemfmastructure, especially in Least Developing
Countries where the financing and investing gapsaove the average.

The largest share of inward remittances in Ukrénesed to cover living expenses (73%) and
only 3.3% are used to start a business [8]. Althosgending is important for output growth, more
efforts should be taken to increase the share whgs and investment in total value of inward
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remittances. Moreover, 14% of remittances are getutkraine through informal channels [9]. C.
Freund and N. Spatafora suggest that informal tanges may reach 35-75 percent of official
flows, but poor-functioning financial system, largechange-rate spreads may significantly enlarge
the share of informal sector [10]. We assume thatent economic situation in Ukraine, financial
market disturbances, abrupt national currency dewi@in and tightened control over foreign
currency transactions may cause a dramatic riseeimumber and value of informal remittances,
reduction of inward remittances and surge of outihwvamittances. Therefore, effective mechanisms
should be implemented to offset these negativermgtants. It is well documented that transaction
costs have significant positive impact on volumed @alue of remittances, although evidence that
lower transaction costs may influence the seleatioremittance channels is mixed [4]. We suggest
to use mechanisms that can deflate transactios togéther with administrative and fiscal stimuli
empowered to eliminate the share of informal chEnatremittance flows, i.e. income tax breaks
and exemptions for Ukrainian emigrants and themiliamembers, who receive remitted income.

Another issue is a low level of diversification ioflows and outflows of remittance to and
from Ukraine, i.e. 52% of inward remittances ard\feom Russia (64% arrived from CIS) and 51%
of outward remittances were sent to Russia (67% went to CIS) in 2013 (Fig. 2).

100%
90% Other Other Other Other
80%
70%
0,
60% Russia Russia —
50% Russia ussia
40%
30% zbekistan Jzbekistan
us us German
20% Kazakhstan Kazakhstan _ Belarus
ltaly Italy Jzbekistan
10% German German Kazakhstan
Belarus
0%

Total migrant stock of Total annual remittanceTotal migrant stock in Total annual remittance
Ukraine at mid-year by inflow to Ukraine by Ukraine at mid-year byutflow from Ukraine by
country of destination, % country of origin, %  country of origin, % country of destination, %

Figure 2. Total migrant stock and remittances at mil-year in Ukraine by country of
origin and destination, 2013

Source: based on [6]
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Low level of diversification poses high risk of regtance inflows (outflows) decrease
(increase) as a result of deterioration of econaiti@ation in origin (destination) countries, chasg
in their migration policy or economic and politicalations between involved countries.

Analysis of geographic structure of inward remitias in Ukraine indicates no direct impact
of origin country on average value of remittances migrant. This can be explained by typical
patterns of employment of Ukrainian emigrants —am@und 75% of labour migrants from Ukraine
are employed in construction, agriculture or hoesgikng; 17% of total Ukrainian labour migrants
have no legal status and 4% have only visitor vi8hsRegardless of high (on average) level of
education and qualification, Ukrainian labour migea take lower-skilled, non-graduate jobs,
therefore they are usually low-wage workers. Higlhang expenses in developed countries may
also eliminate the difference in wages with devilgpcountries, especially in case of low-wage
workers. Also, labour migrants which stay in thegstination countries for longer than one year
may be less reluctant to use official remittancanctels than seasonal or temporary workers.
Moreover, in case of Ukrainian emigrants which dd plan to return or have already gained
citizenship of their destination countries, averagmittance per migrant depends not on their
earnings but rather on financial needs of theiriliasin Ukraine. Finally, geographical proximity
of Ukraine with Russia and other CIS countries @m@nt origins of Ukrainian remittances) may
influence the selection of remittance channelsfeegliency of these transfers.

Taking into account the importance of remittancasthe economy of Ukraine, effective,
coherent policy should be implemented to (1) ineeethe value of inward remittances sent with
official channels; (2) increase total value of imd/eemittances (and decrease total value of outward
remittances); (3) mobilize diaspora savings andtrdmrtions; (4) increase the average value of
inward remittances per migrant; (5) stimulate sgvand investment of remitted income; (6)
improve working conditions of Ukrainian emigran{d) encourage return migration, especially
among business owners and highly qualified profesds.

The first two aims may be achieved with administeatind fiscal stimuli (income tax breaks
and/or exemptions). We think that current systertagétion of remittances in Ukraine is not well
equipped to achieve higher tax revenue from ecooa@uiivity of emigrants, taking into account
considerable share of informal remittance chanmslswell as informal employment of many
Ukrainian emigrants, diminishing motives for retunngration and low level of taxpaying culture in
the country, in general. Meanwhile, a marginal grai labour migrants bears this tax burden.
Although improvement of the tax paying culture dddae a strategic task of any government, it is a
long-term issue. And Ukraine needs urgent soluttormaobilize as many resources as possible.

Substantial number of Ukrainian emigrants haveaalyegained the citizenship of their
destination countries, especially in Russia, tlweefeffective mechanisms of mobilization of
diaspora savings and philanthropic contributionsust also be implemented. Diaspora bonds,
special deposits for inward remittances, includmgferential fiscal treatment, credit unions and
other instruments have been used worldwide to aatiaspora savings to their countries of origin.

-14 -



CBITOBA EKOHOMIKA TA MIKHAPO/HI BI/THOCHHH Inmenexm XX| Ne 6 2015

Taking into account a moderate growth of inwarditemces in Ukraine in 2013 and their expected
decline in 2014, together with surge of outward itences (Figure 3), the above-mentioned issues
should be addressed immediately.

150% v

130%

110% /
90%
70%
50%
30%
10%

-10% 2006 2007 2008 09 2010 2011 2012 20}3\ 2014

-30%
-50%

Inflows = = Qutflows

Figure 3. Migrant remittances to and from Ukraine,annual change, % (2014 — forecast)
Source: based on [6].

Unofficial employment, recruitment costs, well-bgirof Ukrainian emigrants, human
trafficking and other migration related problemsacakequire efficient and prompt solutions, to
promote save and decent employment of labour migjras well as their effective integration into
local communities. Administrative and fiscal stimghould be implemented to promote more
productive usage of inward remittances, i.e. teegtwor save. Of course, propensity to invest and
save depends on a wide range of factors, e.g. me@mnomic stability, investment climate and
opportunities etc., therefore a coherent policyusthdoe used in order to reach this aim. Finally,
although migration may have a positive impact oantoes of origin, elimination of ‘push factors’
as well as offsetting economic ‘pull factors’ antheér motives of emigration should be prioritized
by any government. Suffice it to say that most lué ibbove-mentioned aims are unreachable
without proper international cooperation.

Conclusions Ukraine is one of the largest destination as asllorigin countries of South-
South migration and part of the second largestatign corridor in the world, after Mexico to the
United States. Its annual inward remittances sgrp&s of GDP and are larger than annual inward
FDI and ODA combined (2013). Therefore, inward ri@mices are a very important source of
economic development of the country. But, positivgact of inward remittances on savings,
investment, infrastructure development and grovas been dragged down by informal remittance
channels, lack of efforts to mobilize migrants™ atidspora savings as well as adverse economic
conditions in Ukraine. A list of country specifiaih general ‘push and pull factors’ may cause
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significant changes of the stock of internationgjnants and remittance flows to and from Ukraine
in the nearest future. Therefore, coherent policgutd be implemented to mitigate risks and
explore opportunities related to migration, namilyincrease total value of inward remittances,
promote official remittance channels, mobilize g@as savings and contributions, stimulate saving
and investment of remitted income, improve workiognditions of Ukrainian emigrants and
encourage return migration.
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