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What would lower oil prices imply for remittance flows from the GCC to other countries in the
region? What are the key channels for these effects? And how quickly would they materialize?
The oil price decline is likely to have a range of important economic spillovers, including on
remittances from the
Gulf Cooperation
Council (GCC). This is
an issue of great
importance since the
Gulf region is one of
the largest sources of
remittances in the
world. In 2014, some
29 million foreign
workers sent home
more than $100 billion
in remittances. About
one-third was sent to
Egypt, Jordan,
Lebanon, Pakistan, and Yemen. These countries are highly dependent on remittances from the
GCC, which account for between 4 and 7 ½ percent of GDP in these countries (Chart 1).
Most migrant workers in the GCC are employed in the non-oil sector, largely in construction
and wholesale and retail trade. Following tepid growth during most of the 1990s, remittance
flows from the GCC accelerated at the turn of the century, in tandem with a rapid rise in oil
prices and non-oil GDP in the GCC (Chart 2).
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Historically, remittance flows to the Mashreq, Pakistan, and Yemen have been much less
volatile than oil prices. Remittances to these countries declined only modestly (some 3
percent on average) during historically significant drops in the price of oil (30 percent on
average in 1986, 1991, 1998, 2001, and 2009). Moreover, remittances recovered quickly, in
line with oil price rebounds. This is mainly because GCC countries had accumulated large
buffers, which allowed them to maintain their fiscal spending and support the non-oil
economy activity.
In the GCC, non-oil GDP is a key determinant of remittance outflows, while oil GDP is a
significant driver of non-oil GDP. Based on historical trends, a 1 percent decline in real non-oil
GDP in the GCC is estimated to reduce remittance outflows by ½–¾ percent annually.
In the near term, the impact of lower oil prices is estimated to be modest because real non-oil
GDP growth tends to decline only moderately (to about 3.8 percent per year in 2015–16, well
below the 5.9 percent in 2012–14).
Over the medium term, the impact will depend on the pace of fiscal adjustment in the GCC in
response to lower oil prices. Government services and construction are the components of
non-oil GDP most strongly associated with remittance outflows. A sharp decline in the growth
of spending in these categories, or the introduction of a special tax on remittances—as has
been proposed in the GCC—could have a significant impact on remittance flows to the oil
importing countries in the region.

********
http://blog-montada.imf.org/:iMFdirect مدونة

3
Supriyo De is on a research assignment with the World Bank’s Development
Economics, Global Indicators Group. His work focuses on monitoring remittances
in South Asia and Sub-Saharan Africa, coordination of Global Migration Group
activities and research projects on credit ratings, remittances and capital flows.
He has a Ph. D. in Economics from the University of Sydney and was a recipient
of the Endeavour International Postgraduate Research Scholarship. He also
completed his Master of Economics from Yokohama National University as a part of the Joint-Japan
World Bank Scholarship Program. His research interests include analysis of sovereign credit ratings,
macroeconomic impacts of remittances, fiscal policy in developing economies, endogenous growth
theory, technology policy and intangible capital.
Saad Quayyum is an Economist in the IMF’s Middle East and Central Asia
Department, where he is responsible for regional surveillance of the countries in
the Caucasus and Central Asia region. From 2005-07 he was an Associate
Economist with the Federal Reserve Bank of Chicago, before filling several
positions at the University of Wisconsin-Madison, where he earned his PhD in
Economics. He also holds a Bachelor of Economics from Dartmouth College.
Kirsten Schuettler is a Senior Program Officer at the World Bank's Development
Economics – Global Indicators Group. In the Migration & Remittances team, her
responsibilities include monitoring remittances flows to the MENA region and
contributing to the implementation of the Global Knowledge Partnership on
Migration and Development (KNOMAD). Prior to joining the World Bank she
worked for the Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) as
a component manager in the Innovation and Entrepreneurship Promotion
Program in Tunisia and as an advisor on migration and private sector
development at GIZ headquarters. She has published on different aspects of the
link between migration and economic development. She holds a Master’s degree in political science
from the University of Freiburg and a Master’s degree in economics from the University of Hagen.
Seyed Reza Yousefi is an Economist at the World Bank’s Development
Economics, Global Indicators Group. He received PhD in Economics from the
University of Texas at Austin in 2013, and his main fields of interest cover
Development Economics, International Economics, and Industrial Organization.
He has worked as visiting research scholar at the International Monetary Fund,
and as guest lecturer at the University of Maryland, College Park in the past. His
recent work includes research on the business cycles and macroeconomic
impacts of remittances, and research on the impact of financial development and financial inclusion on
economic growth in the emerging markets and natural resource dependent countries.

http://blog-montada.imf.org/:iMFdirect مدونة

