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It’s 7:29. I’ll try to get you out of here well before eight o’clock. Sometimes we give excuses about being jet lagged - I’m not jet-lagged because I flew in from Washington but I was up until two o’clock in the morning watching the Boston Red Sox beat the California Angels. We won’t talk about the Braves yet. I’m from Boston, Massachusetts and the Braves started in Boston, Massachusetts. And once they had left Boston, Massachusetts, when my mother was angry at me she’d say, “Good luck to you and the Boston Braves.” 

Thank you, Jack. It’s nice to be here. Jack Guynn’s real calling is as an architect. We were talking about this before: this is a magnificent building. It’s the type of building that all of us like to come to. As I said, I’m from Boston, Massachusetts and we’ve got people here from all over the world. Many of you, at least those of you from the United States, have heard of Willy Sutton. When I was growing up he was the bank robber to whom they asked “Willy, why did you rob banks?” He responded “Because that’s where the money is.” This is where the money is in the United States - the Federal Reserve System. And those of us who deal with things like micro-financing and remittances are very pleased to be here Jack, and thank you for your hospitality.

I’ll talk a little bit later on about what this Federal Reserve Bank is doing, particularly in things like ACH - Automatic Clearinghouse. I’m looking at Larry Schulz and Elizabeth McQuerry, thank you for getting us down here. Remittances brings together central bankers, commercial bankers, Western Union, money transfer companies, NGOs, people who deal with grassroots economic development. It really brings together a diverse group of people in ways that few other projects, few other ideas do.

Many of you working in this field - I am supposed to know a lot about remittances, that’s why they’ve asked me to come and speak, but I am a little bit concerned that some of the people in this room know more than I do. So I’m going to just give you a time-line from my perspective of how far remittances have come in the last five years, and how much farther it can go in the next five years. 

Five years ago I made my first speech with the word “remittances” in it. It was in Miami, and it was to the Florida International Bankers Association - FIBA. And as soon as the word “remittances” came out of my mouth, I knew I should not have said it, because to those bankers, remittances sounded shadowy, maybe there is some money laundering going on? But in any case - although they would not have said this directly - who the hell cares about a couple of hundred dollars back and forth, back and forth, back and forth? Who cares? We’re not going to make any money on this thing. That was the attitude – that was why Western Union was doing so well back then.

Who cares? Who cares? 

And, frankly, it was the same attitude in places like where I work, in Washington, DC. I know there are some people here from the World Bank, so I won’t say it about the World Bank, but we’ll just say that international financial institutions in general, these places that can tell you everything - everything, more than anybody would ever want to know about every aspect of globalization, can tell you everything about trade flows, and goods and services, everything about foreign direct investment, everything about technology transfer, everything about whatever mergers and acquisitions are taking place in the world, but they didn’t know anything about remittances. In fact, remittances, five years ago were literally the purview of errors and omissions tables and IMF documents; errors and omissions. Who cares? Who cares? 

So, at the Inter-American Development Bank - the part of the bank that I work in, is supposed to be dealing with private sector, small enterprises, micro-finance, grassroots economic growth. My Spanish isn’t as good as it should be, but even after a few years I understood the word “remesas”. “Remesas, I kept hearing it.  So I said, well, okay, how much - how much money? Five years ago nobody knew. Nobody knew! The biggest remittance market in the world is the United States to Mexico. You asked the Mexicans five years ago, Mexicans who left Mexico to go to the United States five years ago, you know, “There’s a lot of room - buena suerte, good bye, good luck!” You know, that was about it.
So we wanted to try and figure this out, somebody mentioned the name of a Central American who lived some time in the United States, named Manuel Orozco, and so we talked. And we started - and you can’t get this through the official numbers of the Central Banks and the rest back then - you can now - and so I stared doing some surveys. These survey techniques are very, very good. So, our first map was probably, I guess, four years ago at this point, for 1999. And we started off with, I think, about 10 countries. And we knew we didn’t know everything, because this money is coming outside of the financial system, but we started to do some pretty sophisticated guesstimates. Not official numbers at that point. It’s sort of amazing. 15 to 18 billion dollars, we thought coming into Latin America and the Caribbean. People said, well, as we say you know who work in Washington – as they used to say, a billion here and a billion there, pretty soon you are talking about real money. And let’s be clear about it: pretty much all of us tonight would not be here if we weren’t talking about billions and billions and billions of dollars. I mean, that’s the reality. I work in a development institution, we want to help people to get better jobs and better lives etc., but we wouldn’t be here if we weren’t talking about billions and billions and billions of dollars. 

So we start taking the survey numbers to some of the central banks and we say, “You know, you’re not off by 10% or 15 or 20 % to 30%, you’re off by 200%, 300%...”

“Really?” “Yeah, really!”  “Come on!”  “No, really!”

This is our most recent map. It’s going to be around tomorrow, you can see it. This is our high tech presentation. Some of my colleagues and witnesses and remittance groupies have seen this map. This is the most important thing we’ve done, just putting out a map of Latin America and the Caribbean. The map of 2003 says $38 billion dollars. The numbers didn’t double or triple over the last four or five years, but the reporting is getting a heck of a lot better. I can’t tell you yet whether the increases are growing at 10% a year, or 12% a year, or 15% a year. It’s double digit. 
For instance, look at Guatemala. When we started this, the Guatemalan Central Bank said that they thought it was 300 or 400 million dollars, until they really started counting it. It took an effort. There’s a small amount mostly coming through the financial system. That was over $2 billion. The number didn’t increase four or five fold over that period of time. The reporting got better. And so, all of a sudden - we have these little phrases now- a system that had been hidden in plain view for generations, was coming out of the shadows. 

Remittances have been with us for a long, long time. The Bank of America started as the Bank of Italy in San Francisco a hundred years ago, providing, among other things, remittance services to Italian immigrants sending money back home. When my boss was a young boy he moved from Spain with his family to Uruguay and during the Spanish Civil War they went every two weeks down to the docks in Montevideo and they didn’t send money back then, but they sent foodstuffs back to Spain. Many of you know Stanley Fischer, until recently – he’s now with Citibank -- he had been the number two person at the IMF for a number of years, as the deputy managing director. His family had left Russia and moved to Africa and sent remittances back home. And I met an Irish friend here earlier today, so I always like to say, my family left Ireland and moved to Boston, Massachusetts a hundred years ago and never sent home a nickel. Cultural differences. 

It’s been around a long time, but it is accelerating. It is accelerating. In May we did the survey of the United States. And it turns out that it’s not just Texas and California and New York and Florida, and there’s a lot of money coming out of those states, but there’s 35 states of the United States in which there’s substantial flows of resources going to Latin American and the Caribbean. Almost a billion dollars is being sent from Georgia. Almost a billion! If I take a map of North America and hold it alongside a map of Central America, the Caribbean, and South America - this is my high tech presentation - this is the labor market of the Western Hemisphere. That’s what this is. One of my nice little phrases is: so people move north by the millions and money moves south by the billions. That’s literally what’s happening. 

About ten percent of the US labor force was born in Latin America. Forty percent, of those of you who are concerned - some aren’t - about the legal status of all those folks or that whether it’s a drain on the US economy that there’s about 30 billion dollars a year going, about 75% of the money of Latin America and the Caribbean comes from the United States in remittances. Of those of you who are concerned about that, it’s about 10% of their income, less than 10% of their income. Ninety percent of it stays in the United States. 

We even have a new phrase for this. It’s called transnational families. Families can literally live and work and contribute to two societies at the same time. And they are. That’s also part of the globalization process which is accelerating this.  

It’s really something. And most of these people who moved from Latin America and are contributing to the United States, their devotion to their families back home is something. Where you see patterns of recent immigration, such as to Georgia and North Carolina and the rest, it’s usually 80% of the people who are coming are sending money home on a regular basis. Most of it outside of the financial system - almost all of that is outside of the financial system. In ways that nobody in this room would ever do...would ever do, because we’ve got access to the financial system. They don’t, for the most part.

Those are the numbers for the Western Hemisphere, for the United States. And nobody, by the way, should be going around in Latin America saying, “We’re number one in remittances.” Because if remittances are growing, that means that your economies aren’t generating enough jobs and enough income for your people, that’s why they’re leaving. But we do have a labor market in the Western Hemisphere. The immigration laws haven’t quite kept pace with this. And it’s an amazing situation. The person who was head of the Immigration and Naturalization Service for several years in the United States has said to me – she’s no longer the head of it, so she said to me privately - but she is talking about this publicly, too - for years and years and years you head up a US institution that cumulatively spends billions of dollars to keep people out of the United States but, God, once they get across the borders, thank God they’re here.

The economy of Greater Atlanta would implode if those folks all went home. In fact, there’s a movie called “A Day Without a Mexican” that looks at this ironically and facetiously. What would happen to the California economy if everybody left? As they say in New York, “Forget about it.” They are making important contributions to the US economy and important contributions back home. 

Dilip Ratha (of the World Bank) is here. Dilip is getting a lot of attention now with his numbers. His official number is $93 billion being remitted per year worldwide. But Dilip knows, and we know, that there’s always a footnote, an asterisk to that number because that number worldwide is undercounted maybe by as much as 100%.

What have we got worldwide? There are probably a 150 million economic migrants in the world. There’s plenty of Haitians in the Dominican Republic. There’s plenty of Nicaraguans in Costa Rica. There are some Guatemalans in Mexico. There used to be maybe a million Bolivians in Argentina. So it’s not always moving to developed countries from developing countries. But that’s where the most of these 150 million migrants are worldwide - economic migrants. And at least two thirds of them send remittances home on a regular basis. So we’re talking about somewhere between a 100 to 125 million people in the world sending remittances home to their families on a regular basis. And the household that receives those remittances, that 100 dollars, 200 dollars, 300 dollars a month, the type of money that the commercial banks and the international organizations didn’t pay much attention to. Who cares? That money is being sent to usually a household that has 4 or 5 people. So my math isn’t great, but it’s simple enough, a 125 million sending supporting 500 million people. We are talking about one out of every 10 people on Earth either directly sending or receiving, being supported by remittances. Outrageous! Outrageous!

That, with everything we know about the world, really was hidden in plain view. And it’s hidden in plain view because those people don’t really count so you’re not going to count their money. One out of every 10 people on earth in the “errors and omissions” columns. It’s a lot of money, 150, 175, 200 billion dollars a year, touching 500 or 600 million people on earth in a very direct way. Now we have people’s attention. It’s a lot of money and a lot of people.

Now people get upset. “Oh, my God, I never even knew this existed, but oh, my God, do you know how much it’s costing to send that money?” So, now some people are saying “You S-O-Bs. I can’t believe you are charging that amount of money.” So let me address my remarks to that directly.

In 1990 when nobody even knew this stuff existed, Western Union and some other companies said “this might be a decent business”. Now, before then, the money got sent back home, if you knew a relative who was going back, or a friend, or maybe you stuck it in the mail. When Ecuadorians left 5 years ago and started going to Spain - there are about 500,000 Ecuadorians now in Spain - Spanish authorities won’t tell you this, but I have some friends here from La Caja, from Spain, they know this. Any letter that went through Madrid post office to Ecuador was ripped opened not on the Ecuador side, but on the Madrid side and the pesetas were taken out. 

The money transfer companies - the people that we all love to beat up on - they provided fast, safe, reliable, transparent, and efficient, whatever the nice words are for services - and they charged whatever the market would bear. Wholly owned subsidiaries of major international companies like First Data Merchant Bank, they charge whatever the market would bear. Economists would say that the market was inefficient. You can fill in the blanks as to what you would call a market that was taking, 5 or 6 years ago, 15 to 20% of the value of the remittance just to transfer it - in an era of electronic transfer of resources (I am getting to ACH, Larry). Five or six years ago it was a15% to 20% commission, and now the price now is about 7%, and coming down. It’ll get down further. It was outrageously high, now it’s only too high. I’m not worried about Western Union. They’ll do alright. But they had a market niche. They had it to themselves for a while. Now there’s more competition and the prices are coming down. 

What do we have for the future? That’s where we are now, that’s the past five years. We talk sometimes about banking the un-banked. What a god-awful mouthful that is. In Spanish, “bancarización.” I like to call that financial democracy. It’s expensive to be poor. That’s why people were paying 15 to 20% to send this money. It’s still expensive at 7%. I’m running out of my time, so I am not going to get through, I can give you an equal treatise on who does the financial system of the world apply. Everybody here has bank accounts. But if you really think about it, the financial systems of the world apply to absolutely less than one out of every three people in the world and probably fewer. That’s most of the people in North America, in Western Europe, Spain, Japan, a couple of other countries, and the other 10% of the economic social elite in the rest of the world. That doesn’t add up to 2 billion people. These remittances are being sent by people, when they come into the United States, when they come to Western Europe, when they go to Japan more than take out bank accounts, but they are being sent back into societies that are totally outside the financial system in their countries. 



We can do some really interesting things for these people around the world. If, for instance, we start to link up with micro-finance institutions in Latin America, and we have an example here tonight - from the people from La Caja in Spain. That’s a 125 billion euro operation. They are linking up now with a 50 million dollar bank in Ecuador, Banco Solidario, and other financial institutions now throughout Latin America. It’s something to see these people, who not only for the first time in their lives can be accepted into an institution that has been beyond them in the past, but allows them for the first time in their lives - sorry, Western Union - it allows them for the first time in their lives to have a bank account or to get a small loan, to join the financial system. This is important stuff. Dilip Ratha can tell you about how to securitize these flows. We’re now working with ways in which we can do housing loans to people throughout Latin America, with people who have the jobs in Spain, in the United States. It’s transforming, it’s exciting, and it’s something like the final frontier. I don’t know when we’re going to get there. There’s ACH, which is the particular purview of the Atlanta Fed. When I was in Mexico City last November, on the headlines of the Financial Times was that the United States was now opening up these automatic clearinghouse functions to Mexico for the first time. It’s going to take a while. 


When I started out talking about my mother and the Boston Braves, and it’s a nice thing to do - I remember about – what, like 30 plus years ago? My mother was given the opportunity to have direct deposit. She said to me, “Are they crazy? I want that check in my hand.” Forty dollars a week from selling tickets at the local movie house. “I want that check in my hand, and I’m going to go and put it into the bank. I don’t trust them.” That’s still the prevalent attitude in Latin America a lot of the time. Don’t trust those commercial banks; don’t trust whatever it is – these alchemists who can do this. But we’re not talking now about - 5 years ago it cost 30 or 40 dollars to send 200 dollars, 250 dollars. Now it costs 15, 20 dollars. The future is electronic transfer through organizations like the Federal Reserve System - Sixty-seven cents to Mexico. At that point, Western Union will have a whole new frontier, other things that they’re doing.

The financial systems of the world, including the United States don’t work for the poor people of the United States as well as they should. At a congressional hearing on remittances a few years ago, they asked Alan Greenspan what he knew about remittances. And being a very sharp guy, but not knowing everything, he said, “Well, this is a very important subject” He knew it was very important, but he didn’t have the info at the type of his fingers, could he come back and report,” which he did. I can tell you for sure, that today Alan Greenspan knows quite a bit about remittances because he asks - every six months. He has a group that comes in, NGOs in the United States and he asks them how the remittances are going. It’s not only the Federal Reserve Bank of Atlanta - but it’s also Chicago, and it’s Dallas, and it’s New York, and it’s Boston and San Francisco. So, this really is something. Same thing as the people from La Caja dealing with the micro-finance institutions, for the Federal Reserve Banks to be getting involved in this issue of people sending 100 dollars, 200 dollars - the hardest working people that you can imagine, with every bit of family values that you can imagine. For them to now being recognized by the Atlanta Federal Reserve Bank is something that we really appreciate, so thank you very much.

