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Foreword

Southeast Asia stands out globally on the movement of people across national bor-
ders. Among the countries of the Association of Southeast Asian Nations (ASEAN),
migration has continued to grow, while the share of intraregional movements in most
other regions has declined. Migrants from Cambodia, Lao PDR, and Myanmar head
to Thailand to work in agriculture, domestic work, construction, and manufacturing.
Indonesian migrants go to Malaysia for agricultural and domestic work. Malaysians
themselves work in Singapore, many of them commuting daily across the narrow Straits
of Johor. Malaysia and Thailand are among the few developing countries that have
already become major destinations for migrants. Singapore (another major destina-
tion) and the Philippines (among the largest origin countries) have highly sophisticated
migration systems. Migration within the region is expected to increase as the ASEAN
Economic Community, which was launched in 2015, aims to promote the free mobility
of professionals and skilled workers within the region.

These movements of people are a consequence of the region’s rapid economic
growth and its diversity as well as a contributor to its continued vitality. The intra-
ASEAN differences are substantial: The region's wealthiest country is 25 times richer
than its poorest. The median age of the oldest ASEAN country is nearly twice that of
the youngest country. In some countries, labor shortages have already emerged while
others struggle to produce adequate employment for their still-growing and youthful
populations. Countries such as Singapore, Thailand, and Vietnam will be faced with a
shrinking labor force while Cambodia, Indonesia, Lao PDR, Myanmar, and the Philip-
pines are expected to see their labor forces grow in the next two decades. The mismatch
in the supply and demand of labor will encourage people of working age to seek employ-
ment in different parts of the region. Migrants can already earn substantially more by

Xv



xvi | FOREWORD

moving across borders. Average wages in high-income Singapore are at least five times
those of any other ASEAN country, while a Cambodian migrant can earn three times
more by moving for work in Thailand. Migrants’ remittances benefit their households at
home and help reduce poverty. And this diaspora helps bring back capital, knowledge,
and skills when the migrants return home. In receiving countries, migrants help address
labor market shortages, boosting production and stimulating competitiveness.

Yet, as Migrating to Opportunity shows, there is potential for even greater gain—to
migrants and their families as well as the countries they leave and the ones in which
they work. Within ASEAN, inappropriate policies and ineffective institutions to man-
age migration mean that there are missed opportunities. These arise from credit con-
straints faced by the poorest households, lack of information about available jobs, and
high recruitment costs. Restrictive migration policies and weaknesses in the systems to
manage migration are particular culprits. As a result, many potential migrants, often
the poorest and most vulnerable, are unable to migrate while others seek out informal,
often more dangerous, channels to avoid the expense of using formal, safer routes.

Migrating to Opportunity also suggests policy solutions to reduce these barriers
that have benefits for both sending and receiving countries. These include providing
information to migrants about employment opportunities, offering migration orien-
tation programs to improve employment experiences abroad, and linking migration
admissions systems to labor market demand. Overall, the book argues that destina-
tion countries should work toward migration systems that are responsive to their eco-
nomic needs and consistent with domestic policies. Sending countries, on the other
hand, should work to balance protections for migrant workers with the imperatives of
sustaining growth.

The book shows that this is the time for the countries of Southeast Asia to ensure
that their migration policies better match the region’s evolving economic needs. The
initiation of the ASEAN Economic Community in 2015 was a significant step toward
deeper regional integration and included measures to promote mobility within the
region. However, as Migrating to Opportunity shows, more ambitious action is needed
to realize even greater benefits for the migrants themselves as well as for the countries
they leave and the countries that receive them.

Sudhir Shetty Michal Rutkowski
Chief Economist Senior Director
East Asia and Pacific Region Social Protection and Jobs Global Practice

The World Bank Group The World Bank Group
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Overview

Workers in Southeast Asia are on the move

The movement of people in Southeast Asia is an issue of increasing importance.
Countries of the Association of Southeast Asian Nations (ASEAN) send migrants
throughout the world but are also important destinations for migrants from the region.
ASEAN countries now supply 8 percent of the world’s migrants, up from 6 percent
in 1995. They host only 4 percent of the world's migrants, but intraregional migra-
tion has grown strongly. ASEAN is one of the few global regions in which the share of
intraregional migration increased between 1995 and 2015 (figure O.1). This has turned
Malaysia, Singapore, and Thailand into regional migration hubs (figure O.2a). These
three countries are now home to 6.5 million ASEAN migrants, 96 percent of the total.
Cambodia, Indonesia, the Lao People’s Democratic Republic, Malaysia, and Myanmar
are the major regional senders of migrants (figure O.2b).

Workers move throughout Southeast Asia in search of economic opportunities.
Most migration in the region consists of low-skilled, often undocumented, migrants
looking for better-paying jobs. These opportunities manifest themselves in a variety of
ways. Cambodia is a well-known sender of migrants, but Vietnam also sends migrants
across the long border with Cambodia to work in fishing and construction (MMN and
AMC 2013). The Philippines is not only a significant sender of migrants to the Middle
East and the United States but also the origin of about a quarter of the world’s ship
crews (IOM 2013). Malaysian workers commute each day across the narrow Straits of
Johor to work in Singapore. Even though most migration in the region is low-skilled,
Malaysia and Singapore have special programs to attract global talent.
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FIGURE O.1
Change in the share of intraregional migration,1995-2015
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FIGURE 0.2
Intra-ASEAN migrant stock, 2015

a. By country of destination b. By country of origin
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This book highlights how mobility affects the well-being of workers, the constraints
workers face when migrating for better opportunities, and the solutions to ease these
constraints. The diversity of economic development in Southeast Asia means that there
are ample opportunities for workers to seek out better jobs that pay higher wages. The
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book documents why workers are not always able to take advantage of these opportuni-
ties, what is lost when they are not able to take advantage of them, and potential policies
that would expand their access to them.

Overarching themes of the book

1. ASEAN countries are significant senders of migrants globally, but also important
destinations for migrants from the region.

2. Large intra-ASEAN migration flows are the result of significant diversity in eco-
nomic development within the region.

3. Significant costs of international and domestic labor mobility in ASEAN limit the
ability of workers to change firms, sectors, and locations.

4. Theimpacts of migration in the region are generally positive, although some groups
lose out, and domestic policies play an important role in shaping these impacts.

5. Making movement between and within ASEAN countries less costly would improve
the welfare of ASEAN workers.

6. Weaknesses in migration systems increase the costs of international labor mobility,
but policy reforms can help to resolve these problems.

The rest of the overview is structured as follows. After discussing the steps that
ASEAN member states have taken to facilitate labor mobility in the context of economic
integration, the overview explains the benefits of increased labor mobility; explores
the barriers to international migration; and presents the components of the migra-
tion system and the potential breakdowns within these components. The final section
concludes with a discussion of strategies to reduce the barriers to international labor
mobility.

The mobility of workers is an important part of economic
integration in ASEAN

Through a series of agreements on subjects ranging from tariffs to harmonizing
standards to the single regional market of the ASEAN Economic Community (AEC),
the region has pursued an agenda of integration. In part as a result of these efforts,
intraregional tariffs have declined significantly, and intraregional trade has increased
from 17 percent of the region’s world trade in 1990 to about 25 percent today (OECD
2016). However, regional integration is not complete. Nontariff barriers remain a
significant issue, and ASEAN countries do not seem to be any more open to each
other in the services trade than to countries outside the region (ASEAN Secretariat
and World Bank 2015; OECD 2016). Indeed, according to recent research, incom-
plete integration is holding ASEAN back. Removing the remaining barriers to
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integration would significantly boost gross domestic product (GDP), exports, and
total employment; and it would hasten structural change in several countries (ILO
and ADB 2014).

Workers, too, can benefit from the opportunities created by further integration, but
how much they do will depend in part on their freedom of movement. Workers must be
able to move across jobs, sectors, and even countries in order to take advantage of new
economic opportunities. However, barriers to labor mobility make such moves costly.
These barriers include time-consuming job searches; skill mismatches that occur when
a worker’s skills are not perfectly transferable across firms, occupations, or sectors; rigid
employment policies such as employment protection legislation; restrictive immigration
systems; and high recruitment costs. In the absence of such barriers, workers would be
free to switch jobs in pursuit of higher wages. Instead, they frequently forgo large wage
gains because the gains fail to outweigh the associated barriers (Hollweg et al. 2014).

ASEAN member states have taken steps to reduce the barriers to labor mobility
as part of their efforts to promote deeper regional integration (figure O.3). The 1995
ASEAN Framework Agreement on Services provided for the temporary movement of
skilled professionals across borders. Mobility-related commitments were later collected
in the ASEAN Agreement on Movement of Natural Persons. One of the five pillars of
the AEC, which envisions a single regional market, is the free movement of skilled work-
ers alongside the free movement of goods, services, and investment, and the freer flow
of capital. In laying out the vision for the AEC in the Declaration of ASEAN Concord
II'in 2003, ASEAN member states pledged to “facilitate movement of business persons,
skilled labor, and talents” in order to promote economic integration. The 2007 AEC
Blueprint laid out specific actions to accomplish this, including facilitating the issuance

FIGURE O.3
ASEAN actions to facilitate labor mobility, 1995-2015

Note: ASEAN = Association of Southeast Asian Nations; AEC = ASEAN Economic Community.
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of visas and employment passes and working to harmonize and standardize qualifica-
tions. The AEC Blueprint 2025 envisions reducing and standardizing documentation
requirements and improving the mutual recognition of professional qualifications.

However, progress on implementing regional commitments related to labor mobil-
ity has been limited. Mutual recognition arrangements, in which multiple countries
agree to recognize professional qualifications and facilitate the mobility of profession-
als in those fields, are the major steps the AEC has taken in this direction; but they are
narrow in scope. These arrangements currently cover only doctors, dentists, nurses,
engineers, architects, accountants, and tourism professionals, who account for about
5 percent of employment in ASEAN countries (Batalova, Shymonyak, and Sugiyarto
2017). Relatively onerous qualification and verification processes remain in place, even
for the covered professions. Finally, and perhaps most important, each state’s migra-
tion procedures remain paramount, meaning that the decision regarding how many
and what type of work visas to grant and whether to accept or reject an application for a
visa continues to rest with individual ASEAN member countries. For instance, Thailand
bans migrants from working in 39 occupations, including engineering, accounting, and
architecture—which are covered by mutual recognition arrangements.

Moreover, the AEC’s focus on high-skilled migration ignores the majority of ASEAN
migrants, who are low-skilled and often undocumented. The AEC does not have plans to
facilitate the migration of low- or mid-skilled migrants, although some regional dialogue
has taken place. In the 2007 Declaration on the Protection and Promotion of the Rights
of Migrant Workers (Cebu Declaration on Migrant Workers), ASEAN member states
agreed to promote the dignity of migrant workers, including those who are not docu-
mented, and to set forth the obligations of receiving and sending countries and of ASEAN
itself. The ASEAN Forum on Migrant Labor was created to promote implementation of
the declaration and has representatives from member states, employers, workers, and
civil society (Asia-Pacific RCM Thematic Working Group 2015). However, the Cebu
Declaration is nonbinding, and the instrument to protect migrant workers envisioned
in it has not been adopted (Asia-Pacific RCM Thematic Working Group 2015; Martin
and Abella 2014).

Lower barriers to mobility would make the region’s workers
better off

Lowering the barriers to mobility in ASEAN would increase the welfare gains workers
receive from economic integration. Models of trade integration traditionally assume
that workers are able to move seamlessly between jobs as integration creates new eco-
nomic opportunities. However, workers’ efforts to adjust to trade shocks can be dis-
rupted by a wide range of barriers (Hollweg et al. 2014). Recognizing these barriers and
incorporating them into models of trade integration can provide a more comprehensive
picture of how workers are likely to be affected by integration. The economic modeling
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FIGURE O.4
Estimated change in welfare under ASEAN trade integration
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in this book shows that trade integration has a substantially larger positive effect across
all ASEAN countries when barriers to mobility are lowered for skilled workers, as the
AEC currently envisions.! Regionwide, worker welfare would be 14 percent higher if
these barriers were reduced (figure O.4a). With lower barriers to labor mobility, work-
ers would be able to take advantage of higher wages, new employment opportunities,
and more options to move to those employment opportunities. Worker welfare would
improve even more across all ASEAN countries if barriers to mobility were lower for all
workers. Regionwide, worker welfare would be 29 percent higher if barriers to mobility
were reduced for all workers rather than only for skilled workers (figure O.4b).

Welfare gains manifest themselves in a variety of ways. The substantial literature
on the impacts of migration on labor market outcomes provides concrete examples of
how labor mobility affects the welfare of workers in migrant-destination countries, of
workers in migrant-origin countries, and of migrant workers themselves.

First, migration can have positive impacts on the employment and wages of work-
ers in destination countries, although these effects are generally small. Most evidence
from high-income countries finds that migration has small impacts on the labor market
outcomes of locals (Docquier, Ozden, and Peri 2014; Longhi, Nijkamp, and Poot 2010).
Results are generally small in East Asia as well, although larger impacts have been found
in some cases. In Malaysia, for example, an additional 10 immigrants to a given state
has been found to result in the employment of an additional 5 Malaysians who relocate
to that state (Del Carpio et al. 2015). The impacts of immigration on wages are small
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and positive for local workers, but larger and negative for current migrants (Ozden and
Wagner 2016). In Malaysia, cheaper immigrant workers seem to lower production costs,
which results in more output that, in turn, requires more employment.

However, certain groups of local workers in destination countries, particularly low-
skilled ones, can be negatively affected by immigration, although these impacts are gen-
erally small and can be the result of rigid labor markets. Typically, low-skilled workers
who have skills that are similar to those of migrant workers are at a greater risk of
experiencing less positive or negative impacts. In Thailand, the impact of immigration
on wages is modestly negative for local workers with less education, but positive for
those with more education (figure O.5). Domestic labor market policies may be respon-
sible for negative impacts on local workers. Rigid labor markets characterized by strong
employment protection legislation—such as rules regarding firing, temporary employ-
ment, and collective dismissal—can make it more difficult for workers to switch jobs,
firms, and geographic location in order to adjust to and benefit from the presence of
immigrant workers (Angrist and Kugler 2003; D’Amuri and Peri 2014).

Second, nonmigrating workers benefit because out-migration tends to boost wages
in sending countries. Significant out-migration can result in a contraction of the labor
supply, which reduces competition and increases the wages of nonmigrant workers.
In Mexico, a 10 percent decrease in workers in a given skill group as a result of out-
migration was found to increase average wages by about 4 percent (Mishra 2007).
Similar impacts have been found in Honduras, Moldova, Poland, and Puerto Rico
(Mishra 2014).

Third, migrant workers themselves benefit from migration because of significant
differences in wages across ASEAN countries, which create opportunities for workers

FIGURE O.5
Change in the wages of Thai workers due to the doubling of the size of the
immigrant workforce in five immigration-intensive provinces
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FIGURE O.6
Average monthly wages in ASEAN countries
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in countries with lower wages to gain significantly simply by moving across borders
(figure O.6). Singapore’s average monthly wage of US$3,694 in 2013 is more than
30 times that of Cambodia. Malaysia’s average monthly wage is triple that of Indonesia,
the Philippines, and Vietnam.

Even members of the household who do not migrate benefit from remittances that
boost budgets and reduce poverty. Approximately US$62 billion in remittances were
sent to ASEAN countries in 2015. Total remittances are 10 percent of GDP in the
Philippines, 7 percent in Vietnam, 5 percent in Myanmar, and 3 percent in Cambodia
(figure O.7). Studying 71 low- and middle-income countries, Adams and Page (2005)
estimate that a 10 percent increase in remittances is associated with a 3.5 percent
reduction in the proportion of poor households. In the Philippines, households that
are able to send a member abroad have twofold or threefold greater odds of escap-
ing poverty (Ducanes 2015). Similar positive impacts on poverty have been found in
Indonesia and Vietnam (Adams and Cuecuecha 2014; Nguyen 2008).

In addition to benefiting workers and their families directly, international
migration can have broader positive impacts on entire economies. The impact
of migration on economic growth is important because it determines whether
those who gain from migration can compensate those who lose (Felbermayr and
Kohler 2009). Most evidence from ASEAN suggests that immigration has a posi-
tive impact on economic growth. In Malaysia, for instance, simulations find that
a 10 percent net increase in low-skilled immigrant workers increases real GDP
by 1.1 percent (Ahsan et al. 2014). In Thailand, recent analysis finds that, without
migrants in the labor force, GDP would fall by 0.75 percent (Pholphirul, Kamlai, and
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FIGURE O.7
Remittances received as a percentage of GDP in ASEAN countries, 2015
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Rukumnuaykit 2010). Despite mixed evidence on the productivity impacts of immi-
gration in ASEAN, there is no strong evidence that low-skilled migrants have a nega-
tive impact. In some cases, migrants seem to have facilitated the upgrading of local
skills—for example, in Malaysia, significant immigration flows have coincided with
rapidly increasing educational attainment.

While there is concern about the potential negative effects of “brain drain” in send-
ing countries, these effects may be overstated and outweighed by “brain circulation”
The emigration rates of high-skilled individuals in several ASEAN countries are quite
high, at 15 percent in Cambodia and Lao PDR and around 10 percent in Singapore
and Vietnam. Emigration of these highly skilled individuals is often perceived as costly
because source countries pay for training that is used abroad and are depleted of the
human capital necessary for economic growth. However, there are several reasons why
the negative impacts of brain drain may be overstated and why brain circulation may
be a more accurate description of high-skilled migration. First, high-skilled emigrants
can have complex, nonlinear patterns of education, work experience, and migration
in which training and work experience occur inside and outside of their country of
birth (Ozden and Phillips 2015). Second, high-skilled emigration can incentivize human
capital formation in source countries by increasing the perceived returns to education,
which are larger abroad, and encouraging nonmigrants to invest more in education.
Research has found this to be the case for some, though not all, ASEAN countries
(Beine, Docquier, and Rapoport 2008). Finally, migrants continue to engage with their
source country in ways that can reduce the cost of transferring knowledge, ideas, and
capital, leading to increased trade flows, larger foreign direct investment flows, and
better institutions (Docquier and Rapoport 2012).
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Workers still face significant costs to move

ASEAN’s economic diversity means that there are significant opportunities to migrate
for work. Many ASEAN countries have been part of the region’s impressive growth, but
large within-region disparities in income and population aging remain, making migra-
tion inside of ASEAN an attractive option. As noted, Singapore’s average monthly wage
is more than 30 times that of Cambodia (ILO 2014). Regional disparities in GDP per
capita adjusted for purchasing power are similarly large: in all but one of ASEAN’s 10
largest migration corridors, the GDP per capita of the destination country is at least
twice that of the origin country (figure O.8). Different rates of population aging also
affect the movement of people for employment in ASEAN. The working-age popula-
tions of Singapore, Thailand, and to a lesser extent, Malaysia will shrink in the coming
decades, creating employment opportunities for migrants from countries with younger
populations. For example, in 2015 the median age of Singapore and Thailand was higher
than that of all of the main countries from which they received migrants (figure O.9).
However, barriers to labor mobility in the region limit the welfare gains from
migration by preventing some people from moving for work and leading others to

FIGURE O.8
Ratio of destination- to origin-country GDP per capita in ASEAN's 10 largest
migration corridors, 2015
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FIGURE O.9
Median age in ASEAN's major migration corridors, 2015
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migrate informally. The costliness of international migration can mean that the poorest
households are unable to afford migration. Migration processes that are overly proce-
dural and require significant time and resources can lead migrants to seek out informal
channels. In these cases, migrants avoid excessive time and monetary costs by crossing
borders unofficially, entering countries to work with nonwork visas, and overstaying
work passes. Male Indonesians who migrate to Malaysia through irregular channels take
less time to migrate and also face lower monetary costs than their counterparts who
migrate through regular channels (figure O.10). Informal migration is a significant issue
in ASEAN, where most migrants in Thailand and many in Malaysia are informal.

Labor mobility costs quantify the barriers that workers face when seeking to change
jobs across firms, sectors, or countries. These barriers involve costs that are faced domes-
tically and arise from job search, employment protection legislation, distance, and even
mismatched skills. International migrants face the same costs as domestic migrants but
confront additional ones as well, including direct monetary costs such as documenta-
tion requirements and recruitment fees, indirect costs created by restrictive migration
policies, and opportunity costs from wages not earned while complying with migration
procedures. The overall costs faced by workers moving domestically and internationally
can be approximated by comparing observed wage differences between jobs—a measure
of their attractiveness—with data on actual job flows. For instance, if a country has high
wages but few workers are moving to it for work, the labor mobility costs are likely high.
In other words, labor mobility costs can be approximated by comparing how well work-
ers are able to respond to signals—high wages—of economic opportunity.
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FIGURE O.10
Average monetary migration costs for male Indonesian migrants in Malaysia
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ASEAN countries that are more open to globalization and have developed more
advanced migration systems tend to have lower costs of international labor mobility.
Malaysia and Singapore have the lowest international labor mobility costs in ASEAN
(figure O.11).2 In the 2000s, workers entering Malaysia faced labor mobility costs equal
to 3 times the annual average wage, while those entering Singapore faced costs equal to

FIGURE O.11
International labor mobility costs in ASEAN countries, 2000s
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5 times the annual average wage. Workers migrating to Myanmar and Vietnam, in
contrast, confronted costs equal to more than 11 times the annual average wage. The
lower costs of international mobility in Malaysia and Singapore reflect their openness
to globalization, their efforts to develop migration systems that meet labor market
needs, and their geographic centrality in the region. Thailand, another major migrant-
receiving country in ASEAN, has a much less developed migration system, high levels
of undocumented migration, and high costs of international labor mobility. ASEAN’s
major migrant-sending countries tend to impose restrictions on immigrants, including
high-skilled workers, which is reflected in their high mobility costs. No matter where
workers wish to migrate in ASEAN, they face mobility costs several times the annual
average wage, suggesting that weaknesses in the migration process may make migrating
for work difficult.

In summary, barriers to labor mobility, measured by labor mobility costs, are pre-
venting ASEAN countries from reaping the full benefits of international migration.
Lowering the barriers to mobility by decreasing the cost for workers to cross borders
in search of economic opportunities would increase the welfare gains for workers as
regional integration proceeds. What creates these barriers and how can they be lowered?

Weaknesses in migration systems increase migration costs

Migration systems reconcile the sometimes divergent needs of sending and receiving
countries, employers, and migrants themselves. Receiving countries such as Malaysia,
Singapore, and Thailand need both low- and high-skilled migrants to fill labor short-
ages. But policy makers are cautious of public attitudes, which can be skeptical of low-
skilled migrants. Employers in receiving countries also use migrants to fill shortages,
but their objective is to maximize profit. Sending countries such as Cambodia, Lao
PDR, and Myanmar can gain from migration through skills transfers, lower unemploy-
ment, connections to international business networks, and remittances but also are
concerned about the loss of human capital through brain drain and the treatment of
their migrants while they are abroad (Ratha, Yi, and Yousefi 2016). Finally, migrants
themselves benefit from employment opportunities and higher wages but often face
significant up-front costs to migrate.

Migration systems are generally composed of the governance of the system and four
additional components. These components work together to reconcile the needs of host
and source countries, employers, and migrants:

+ The governance of the migration system refers to the legal and institutional frame-
work organizing the system, and to bilateral agreements between sending and receiv-
ing countries. The roles of actors in the migration system—migrants, employers, and
sending and receiving countries—are structured by migration-related objectives
included in national economic and migration plans and in national migration, labor,
and other legislation and regulations. These roles are also coordinated by bilateral
labor agreements, which govern migration between two countries.
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The admissions component determines who migrates and in what numbers through
entry paths, quantity restrictions, and recruitment. Immigration systems in receiving
countries frequently construct different paths for migrants of different skill levels.
For low-skilled immigrants, in particular, entry paths can be restricted to certain
source countries and/or to certain sectors or occupations of employment. Migration
systems in sending countries can also influence entry paths through bilateral agree-
ments. Quantity restrictions either set immigration targets or impose restrictions on
the number of immigrant workers. These restrictions can be imposed in the form of
numerical caps or in the form of levies that employers or foreign workers must pay.
Recruitment is the process of matching migrant workers with employers. Though
public recruitment occurs in some places, private recruitment by recruitment agen-
cies and brokers, which charge a fee for facilitating labor migration, is dominant in
ASEAN.

The employment component involves the terms of employment and the protection
provided to workers. Immigration policies governing the employment of migrant
workers are closely related to admissions entry paths. Entry paths frequently deter-
mine the conditions of employment, with more generous employment terms—
including contracts of longer duration and the ability to migrate with dependents—
generally offered to more highly skilled migrants. Protections available to migrants
while they are working in the host country include coverage by the minimum wage,
the ability to change employers, eligibility for social protection benefits, and availabil-
ity of complaint mechanisms in case of violations of these protections. Protections
also include efforts by sending countries to prepare out-migrants for employment
abroad prior to departure through predeparture training and vetting of employment
contracts and after departure through labor attachés posted in the host country.

The exit component involves the return of migrant workers to their source countries.
The exit stage encompasses sanctions and incentives in the host country designed to
punish temporary migrants who overstay their employment passes and to reward
those who return; diaspora engagement undertaken by sending countries to form
connections with diaspora; and reintegration policies used by sending countries to
help returning migrant workers reenter labor markets.

The enforcement component involves implementation of migration policy and
oversight of the other components of the migration system. Enforcement involves
oversight of the emigration and immigration processes to ensure that workers
migrate legally; of recruitment agencies to ensure that recruitment is done legally;
and of employers to ensure that migrants are treated according to the law. In particu-
lar, enforcement involves efforts to coordinate the implementation of migration pol-
icy across government agencies and levels of governments and the targeting of over-
sight to border and interior enforcement, and to employers and migrant workers.

Breakdowns and weaknesses in each component of the migration system increase

the cost of international migration (figure O.12). Migration costs emerge from
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FIGURE O.12
Framework of the migration system and costs arising in each of its components

cumbersome entry procedures and quantity restrictions that do not reflect economic
needs. Costs associated with recruitment can be significant, particularly fees for
recruitment agents paid to match workers with employers. Employment terms that are
too restrictive limit the benefits of migrating, as occurs when employment terms are
overly short. Numerous costs are related to protection for migrants during employment
abroad. Wages and benefits that are less than expected, particularly less than specified

in a contract, or that violate a legal minimum wage create a cost for migrants, as do
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employment protections and benefits that are not enforced. Costs also arise prior to
a migrant’s departure as part of a sending country’s protection regime. These include
financial costs, such as contributions to migrant welfare funds, and the opportunity
costs of obtaining necessary documentation. Costs are also incurred if opportunities to
use newly acquired skills are not available to migrants when they return home. The gov-
ernance and enforcement of the migration system impact the costs that arise in all of
the other components of the system. This occurs when legislation is unclear and when
institutional responsibilities are duplicative or misaligned. Weak enforcement under-
mines even the best legislative and institutional frameworks, allowing costs to arise in
each of the areas discussed above.

Breakdowns and weaknesses in the migration system can be grouped into five major
problem areas that increase the costs for migrants seeking employment abroad:

1. Migration systems often have difficulty responding to economic needs. Restrictions
on the number of migrants a country can receive are frequently not aligned with
the needs of the labor market. For instance, Malaysia imposes a levy on foreign
workers in part to control the number of low-skilled migrants who enter the coun-
try; however, even as the economy has evolved, the levy has been left unadjusted for
significant periods, for example, in 1999-2005, 2005-09, and 2011-16.

2. Information asymmetries arise among migrants and employers. Migrants in
ASEAN are heavily dependent on recruitment agencies and informal labor brokers
to reduce these asymmetries. Recruitment agencies are critical intermediaries that
guide migrants from Cambodia, Lao PDR, and Myanmar through the complicated
migration process created by memorandums of understanding (MOUs) governing
formal migration to Thailand.

3. Employers and recruitment agencies are able to exploit these information asymmetries
to extract rents from the migration system. Labor brokers capture a significant portion
of the difference in wages between sending and receiving countries simply for connect-
ing employers and migrant workers (Ahsan et al. 2014). In Thailand, labor brokerage fees
are hundreds of dollars higher for migrants from Cambodia and Lao PDR who choose
to migrate formally than for those who do so informally (Jalilian and Reyes 2012).

4. There is a lack of coordination within sending and receiving countries as well
as among these countries, employers, trade unions, workers, and migrants. In
Indonesia, a lack of clarity in the responsibilities of the main agencies responsible
for migration has led to interagency disputes, uncertainty among migrants about
which agency to seek out in case of need, and duplicative processes. Although some
bilateral agreements have been formulated to coordinate migration between send-
ing and receiving countries in ASEAN, the agreements often lack transparency and
input from employers and migrants.

5. Both sending and receiving countries tend to focus on the short-term benefits and
costs of migration. Thailand, for example, has struggled to formulate a long-term
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migration policy. Periodic regularizations of undocumented migrants and a nation-
ality verification process have been used as de facto migration policy. Sending
countries have begun to consider the potential benefits of migration for labor mar-
kets and economic development more generally. However, programs to support
returning migrants and to connect with their diaspora are in their infancy.

Better policies can lower the barriers to labor mobility

Interventions throughout the migration system can reduce labor mobility costs by
addressing breakdowns and weaknesses in each component of the system. Appropriate
policies vary across countries, depending on whether they primarily send or receive
migrants, the maturity of their migration management system, and their level of devel-
opment. This section discusses potential interventions in each component of the migra-
tion system that are broadly applicable across countries.

Reforms of domestic labor market policy can work alongside migration policies.
While not the focus of this book, domestic labor market policies can reduce internal
mobility costs by making it easier for local workers to switch sectors, occupations, or
locations at home rather than abroad. Such reforms include reducing rigidities in labor
markets such as the costs and requirements governing dismissal and restrictions on the
use of temporary workers (World Bank 2014). These policies can help reduce any nega-
tive effect immigrants may have on locals.

Governance

National migration strategies. National migration strategies can guide policy mak-
ing in both sending and receiving countries. A national migration plan should set both
short- and long-term objectives for migration and be comprehensive in covering all
aspects of migration and coordinating migration policy with other human capital
strategies. In primarily receiving countries, a migration strategy could provide clar-
ity to employers and other labor market stakeholders about how policy makers view
immigrant workers and how they plan to adjust their numbers and skill levels to meet
longer-term economic objectives. The plan could also acknowledge the potential nega-
tive impacts of immigration on some workers, particularly low-skilled ones, and high-
light efforts to assist them. In East Asia, immigration systems were generally constructed
assuming that immigration would be a temporary phenomenon. However, the increas-
ing evidence that migration is a structural feature of the region’s economy means that
longer-term plans are needed to coordinate migration and other labor supply policies.
A long-term vision for immigration can provide some clarity to employers and workers
about the potential path of policy so that they are informed about the implications for
production and employment. In primarily sending countries, a migration strategy could
describe how policy makers view the role of out-migration and lay out strategies for
protecting migrants while they are abroad. Such a document could also consider longer-
term objectives such as using emigration as a strategy for economic development,
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which would involve setting out policies for diaspora engagement and reintegration of
returning migrants.

The Republic of Korea’s national migration plan and Cambodia’s experience devel-
oping a national migration strategy provide models. Korea introduced a national migra-
tion strategy in 2008. Its First Basic Plan for Immigration Policy (2008—12) sought to
improve cooperation among government agencies and lay out a longer-term, consis-
tent immigration policy. The plan clearly states objectives, identifies priorities, lays out
roles and responsibilities of different agencies, and identifies areas for collaboration.
The Second Plan (2013-17) included an assessment of the First Basic Plan in relation
to several targets. Cambodia has developed two national migration plans. The Policy
on Labor Migration for Cambodia 2010-2015 establishes the main objectives for labor
migration policy, while the 2015-18 policy introduces specific actions and the agencies
responsible for implementing them. Unlike the first strategy document, the 2015-18
document was conceived with other national employment and development strategies
in mind.

Institutional framework. Clearly defined institutional responsibilities are important
to reduce time-consuming bureaucratic procedures and to better serve migrants. One
receiving country (Singapore) and one sending country (the Philippines) are good
examples of migration systems with clearly defined institutional responsibilities. In
Singapore, the Ministry of Manpower develops and implements foreign labor policies.
Divisions and departments within the ministry oversee issues related to the welfare of
foreign labor, work permits, and enforcement of regulations regarding foreign man-
power. In the Philippines, several migrant-focused agencies are housed mostly within
the Department of Labor and Employment. Their roles and responsibilities are well
defined, with the Philippine Overseas Employment Agency responsible mainly for
managing migration and the Overseas Workers Welfare Administration responsible
mainly for protecting migrants.

Bilateral agreements. Bilateral agreements can facilitate cooperation between send-
ing and receiving countries. Sending and receiving countries have overlapping but dif-
ferent objectives for migration, which often result in inefficiencies in the migration
process. Efforts to reduce these inefficiencies are constrained by the limited reach of
domestic laws and regulations. Bilateral agreements and MOUs provide the basis for
sending and receiving countries to reconcile their interests and align their legislative
and institutional frameworks, although these agreements can suffer from the same
inefficiencies. When they work best, these agreements formalize an ongoing process of
negotiations related to the management and protection of migrant workers. The success
of an agreement depends on its ability to adjust to emerging labor market needs, con-
tinued engagement between sending- and receiving-country representatives, and the
complementarity of national migration and employment frameworks (KNOMAD 2014).



OVERVIEW | 19

Model employment contracts, wage protection measures (such as mechanisms for the
automatic deposit of wages into migrants’ bank accounts), transparency about the
content of MOUs, involvement of public employment services in sending and receiv-
ing countries, consideration of gender-specific issues, and concrete implementation
and evaluation measures are all good practices in bilateral agreements and MOUs
(Wickramasekara 2015).

Admissions

Entry paths. Admissions processes work best when they are transparent and when
entry paths are clearly defined. Application processes that are confusing and opaque
create inefficiencies, increase migration costs, and lead to doubts about the integrity of
the admissions process. Increasing transparency and ensuring that both employers and
migrants are aware of the eligibility requirements and the selection criteria for entry are
critical. Systems that allow employers and migrant workers to track their progress toward
entry can strengthen confidence in the system and help officials to make changes when
bottlenecks are discovered. New Zealand has used an “expression of interest” system,
which involves selecting qualified migrants from a pool of applicants who have regis-
tered their interest in migrating and meet an initial set of requirements. This system has
helped to eliminate backlogs of applicants through the initial screening and periodic
expiration of registrations (Bedford and Spoonley 2014). Clear criteria to differentiate
entry paths can target different types of workers for different streams. Singapore has
three well-defined entry streams for lower-, middle-, and higher-skilled workers, which
use salary and education requirements to distinguish workers with different skill levels.
These entry streams work in conjunction with employment terms, with the more strin-
gent entry requirements linked to more beneficial employment terms.

Shortage lists are a useful mechanism to improve the responsiveness of the admis-
sions system to labor market needs. Shortage lists address the question of which
potential immigrants should be allowed entry. The lists are data-driven approaches
to identifying labor market shortages, which draw on quantitative and qualita-
tive evidence, including labor force surveys, administrative data, and stakeholder
consultations. Using data to identify labor market shortages creates a feedback loop
between the immigration system and the labor market, which helps to target migrant
workers to the occupations in which they are most needed. Shortage lists can ensure
that employers are able to fill gaps in both their high- and low-skilled workforces that
cannot be filled by local workers. The lists also reassure the public that policy makers
are closely monitoring the labor market and immigration. Finally, shortage lists can
expedite the entry process by exempting employers from the requirement to advertise
jobs locally. Shortage lists have been used in Australia, New Zealand, and the United
Kingdom and in Malaysia. Malaysia’s critical occupations list identifies sought-after,
hard-to-fill, and strategic occupations by sector and is used to inform both immigra-
tion and human resource development policies.
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Quantity restrictions. Quantity restrictions are immigration targets or, more frequently
in ASEAN, caps or levies on the number of immigrant workers. Setting and revising quan-
tity restrictions should rely on an evidence-based approach. Quantity restrictions should
reflect economic needs and be adaptable to changing economic conditions. Setting the
restrictions should rely on measurable indicators that come from survey data, adminis-
trative data (including programmatic and budgetary data), and innovative sources such
as real-time labor market information. Analysis and input from stakeholders—including
employers, unions, and other groups—are needed to determine a price for or a cap on
immigrant labor. An independent research body can be charged with analyzing techni-
cal data and gathering input from stakeholders. A tripartite body can then review inputs
from the independent research body and provide recommendations to policy makers.

Recruitment. Improved oversight of the recruitment industry, including additional
licensing requirements, can both reduce labor mobility costs and improve protections
for migrants. Additional licensing requirements and better monitoring of compliance
can help to ensure that recruitment agencies provide good services to migrant work-
ers, although the effectiveness of these measures depends on capacity and resources.
In Singapore, recruitment agencies are required to undertake a training program prior
to being licensed and must retake it if the agency commits a certain number of viola-
tions. In the Philippines, recruitment agencies must attend an orientation seminar prior
to receiving a license and a continuing education seminar for license renewal. Finally,
sending countries may consider making licensed agencies responsible for claims made
by migrants against employers, as occurs in the Philippines. Still, any stricter licensing
requirements must be balanced against the capacity for enforcement and deterrence
of private sector involvement. Overly stringent rules may encourage informal brokers.
Expanding access to information can reduce information asymmetries, improving
matches between employers and workers while also diminishing the need for recruit-
ment agencies. Strategies to improve migrants’ access to information include public
employment services that provide potential migrants with job opportunities abroad and
training courses that provide detailed information about migration procedures. Korea’s
Employment Permit System (EPS) has a user-friendly website that provides informa-
tion for foreign workers in their native language. The Philippines provides a listing of job
opportunities available abroad through the job advertising site JobStreet.com and offers an
orientation program to workers who are contemplating migration. The Pre-Employment
Orientation Seminar (PEOS) includes modules on working overseas, job search, illegal
recruitment, allowable fees and the essential provisions of the employment contract, and
country-specific information. The PEOS is mandatory for potential migrants, but can be
completed online at no cost. As an example from outside the region, Morocco’s National
Agency for Promotion of Employment and Skill promotes the employment of skilled
individuals and registers foreign employers and Moroccan youth for job matching.
Expanding access to information can also improve oversight of recruitment agencies
and protections for migrants. Both sending- and receiving-country governments can
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use public information to improve oversight of recruitment agencies. Systems to license
and regulate private recruitment agencies are the norm in ASEAN. However, public
agencies charged with oversight frequently lack the staff and resources to conduct regu-
lar inspections of recruitment agencies. A low-cost complement to this approach is to
make information about recruitment agencies publicly available. This information can
include recruitment violations, the worker retention rate, and worker placement, as
occurs in Singapore. Singapore has announced a system to allow employers of foreign
household workers to rate employment agencies on their performance in explaining the
application process, providing advice, and selecting workers. A more comprehensive
system would also permit workers to rate the agency. Associations of recruitment agen-
cies can be encouraged to adopt codes of conduct, rate the performance of individual
agencies, and publish the results of these ratings. The International Labour Organization
has worked with recruitment agencies in several ASEAN countries to do so. Good per-
formers can be awarded publicly for their effectiveness, as in the Philippines, or even
receive expedited processing of licenses or a waiver of license renewal obligations.

Employment

Employment terms. Well-designed employment terms are calibrated with entry paths to
differentiate migrants by skills and productivity, have flexible terms, and are easily renew-
able. Receiving countries can offer more generous terms to more highly skilled migrants,
including lengthier employment passes and the ability to bring dependents. Singapore
follows this model, with employment terms dictated by different skill levels. More gen-
erous employment terms can also be used to reward improved productivity. Another
improvement to employment terms would be the introduction of flexibility, allowing for-
eign workers to change employers rather than tying them to a single employer, as is cur-
rently the case for many foreign migrants. Such rigidity in the labor market for foreign
workers likely limits productivity by preventing better matches between employers and
workers, and it makes foreign workers vulnerable to mistreatment by employers, who
can, in essence, revoke their employment passes. In Korea’s EPS, foreign workers are
able to change jobs up to three times, and both Malaysia and Singapore offer a type of
employment pass for very highly skilled migrants that is not employer-specific.

Protections for migrant workers. Predeparture orientation and financial literacy pro-
grams may improve migrant workers’ employment experience abroad. Most ASEAN
countries provide orientation programs for migrants prior to their departure for employ-
ment abroad. These programs seek to improve protection for migrant workers by expand-
ing their knowledge of their rights, of the destination country, and of available complaint
mechanisms. The Philippines is generally lauded for its commitment to increasing the
knowledge of migrant workers. Some good practices identified with orientation pro-
grams in the Philippines are involving local government partners and nongovernmental
organizations to incorporate a rights perspective, creating a postarrival orientation sem-
inar to ensure that learning does not stop at departure, developing orientation programs
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for recruiters, and providing migration information at the local level (Asis and Agunias
2012). Use of a standardized curriculum and oversight of implementation seem to be
important elements of success. A pilot program providing financial literacy training to
migrant domestic workers in the Greater Malang area and the Blitar District of East Java
in Indonesia increased budgeting behavior, savings, financial knowledge, and awareness
of mandatory migrant insurance among nonmigrating household members, although it
did not increase the amount or frequency of remittances (Doi, McKenzie, and Zia 2014).
Notably, effects were generally most pronounced when both the migrant and the family
member received training, less pronounced when just the family member received train-
ing, and absent when only the migrant received training.

Sending countries could also consider providing loans to migrant workers to assist
them with the cost of migration. Several sending countries have or are starting pre-
departure loan programs for migrants, including Bangladesh, Nepal, Sri Lanka, and
Vietnam. There is some evidence that easing financial constraints may generate addi-
tional migration, suggesting that providing migration incentives may be effective in
generating additional migration among households wishing to migrate (Angelucci 2015;
Bryan, Chowdhury, and Mobarak 2014). However, experience with predeparture loans
emphasizes the importance of implementation, as there have been reports of problems
with repayment in Sri Lanka, and a loan program in the Philippines was terminated due
to lack of repayment (Martin 2009). Information campaigns, in contrast, do not seem to
increase out-migration (Beam, McKenzie, and Yang 2015).

Exit

Sanctions and incentives. Sanctions and exit incentives can work together in destina-
tion countries to encourage voluntary repatriation at the end of a migrant’s employment
term. In addition to negative incentives for employers to encourage on-time return, as
in Malaysia and Singapore, wages might also be withheld or deposited in a compulsory
savings scheme until workers return to their source country. In Korea, employers are
required to enroll in departure guarantee insurance and workers to enroll in return cost
insurance. The employer’s monthly contribution is available to workers when they depart
Korea or change employer, while return cost insurance is only available on completion
of the employment term. Outside the region, Canada’s Seasonal Agricultural Workers
Program requires workers to contribute to a compulsory savings scheme that is only
available on a worker’s return to the source country. Careful design of such policies is
critical, however, because withholding funds increases the risk for migrant workers who
are employed by unscrupulous employers that allow the work permits of their employ-
ees to expire (OECD 2013). Positive incentives for return also exist and can be effective.
This type of incentive includes tax rebates, guarantees of future employment, or assis-
tance with transportation, medical examinations, and document preparation (OECD
2013). EPS workers in Korea can receive free vocational training and job counseling dur-
ing employment, job-matching services with Korean employers in their home country,
and access to returnee networks, which Korea has fostered to expand job opportunities.
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Diaspora engagement. Sending countries can benefit from actively engaging their
diaspora. Return migrants bring both financial and human capital resources with
them. Members of the diaspora who remain abroad can be sources of learning for
local experts and of financial connections to destination countries. Diaspora engage-
ment policies help to construct diaspora networks, which circulate ideas, technology,
and even capital (Dickerson and Ozden, forthcoming). Programs such as Argentina’s
Research and Scientists Abroad program, Thailand’s Reverse Brain Drain project, and
Ethiopia’s Diaspora Volunteer Program seek to create linkages with talented mem-
bers of the diaspora to assist in the host country. Jamaica has a database of migrants
currently working abroad, which employers can use to identify potential workers
(McKenzie and Yang 2015). India’s Overseas Indian Facilitation Center engages in
investment facilitation and the creation of knowledge networks; the Financial Services
Division in the Ministry of Overseas Indian Affairs provides advice on investing in India
(Thimothy et al. 2016). Return migration policies seek to break down policy barriers
to return and to incentivize return through tax benefits, citizenship or residency ben-
efits for the returned migrant or their spouse or dependents, or recognition of profes-
sional qualifications (Dickerson and Ozden, forthcoming). A recent impact analysis of
Malaysia’s Returning Expert Programme found positive results of such a policy. The
program, which provides incentives for high-skilled Malaysians abroad to return, was
found to increase the probability of return by 40 percent for applicants with an existing
job offer, with only a modest fiscal impact (Del Carpio et al. 2016). Effective imple-
mentation of these programs is important to ensure cost-effectiveness. Clear objectives,
a targeted diaspora group, a defined budget, and clear program terms are important
elements of success (Dickerson and Ozden, forthcoming).

Reintegration. More research into how sending countries can help to reintegrate
returning workers into their labor markets is necessary. Source countries can offer rein-
tegration benefits to returning migrants, including active labor market policies to help
them to find jobs or start businesses on their return. This type of intervention may be
necessary to reintegrate migrants into a labor force in which they have lost the networks
to find jobs. However, little research has been conducted on the effectiveness of reinte-
gration programs. Audits of programs offered in the Philippines have found significant
challenges.

Enforcement

Coordination of enforcement. Enforcement of immigration laws should involve coor-
dinated internal and border enforcement actions and coordinated use of data among
agencies responsible for migration. Ensuring that immigrants do not enter and work
without proper documentation requires more than border control, which, while effec-
tive in some cases, is also costly, particularly along lengthy borders like Thailand’s bor-
ders with Lao PDR and Myanmar. Interior enforcement measures that target employers
to ensure that they are using documented labor and are treating immigrant workers
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appropriately can be effective. Agencies charged with managing labor migration (which
often hold data on migrant workers and their employers) and agencies charged with
border enforcement (which hold data on the exit and entry of migrants) can leverage
this knowledge to undertake joint enforcement efforts. Systems that are synchronized
across agencies can assist with assessing risk and tracking noncompliance through the
development of risk-based monitoring to guide enforcement. In low-capacity environ-
ments, coordination is even more important to ensure that limited staff and resources

are leveraged to the greatest extent possible.

Targeting of enforcement. Targeting enforcement to employers in addition to migrant
workers can improve compliance with immigration laws. Migrant workers are often
at greater risk of sanction for immigration violations than their employers. Korea and
Singapore have worked to strengthen enforcement of sanctions on employers. In Korea,
the Ministry of Justice undertakes raids at job sites and fines employers found to be
employing undocumented migrants. Those found violating labor laws or EPS-related
rules are subject to fines and loss of eligibility to participate in EPS. Inspectors pro-
actively seek to resolve conflicts between workers and employers. Singapore imposes
significant fines on employers, with jail terms possible for repeat offenders. Efforts to
increase compliance with migration regulations among employers should also involve
policies to reward compliance. In some high-income countries, accreditation or spon-
sorship schemes are used for this purpose. These systems evaluate compliance with rel-
evant employment and immigration laws, employers’ history of approved applications,
their recruitment of workers, their resources and training systems, and their recruitment
and training of local workers (OECD 2013). Benefits of participating in the schemes
vary. For example, New Zealand exempts accredited employers from the labor market
test of whether a local can fill a job opening, while Australia offers priority processing.

Country-specific priorities: Destination countries

Destination countries should work to develop migration systems that are responsive to
economic needs and consistent with domestic policies.

+ With very low levels of informal migration and a sophisticated system of
productivity-linked entry paths, Singapore will need to continue working to build
public trust in the migration system and to improve protections for migrant workers.

+ With high levels of informal migration but a less sophisticated admissions system
than Singapore, Malaysia will need to work to make its immigration system more
responsive to economic needs and to collaborate more closely with both employers
and sending countries.

+ With high levels of informal migration, Thailand will need to work to formalize its
large population of undocumented migrants, rationalize entry procedures that are
costly and time-consuming, and rethink immigration policies such as levies and a
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repatriation fund, which exist in law but not in practice, undermining the credibility
of the migration system.

+ As the country seeks to encourage private sector employment among locals, Brunei
Darussalam will need to ensure that a relatively complex system of quotas and
levies based on geography, sector, and employer supports this goal, while also meet-
ing economic needs.

Country-specific priorities: Sending countries

Sending countries should work to balance protections for migrant workers with the
needs of economic development.

+ The Philippines has a highly developed support system for migrant workers that
is a model for other sending countries. To build on this status, the country should
continue to evaluate and improve its migration management system, including over-
sight of recruitment agencies, programs for returned migrants, and data sharing and
interoperability.

+ Indonesia should work to improve coordination among the agencies responsible for
managing labor migration and to streamline exit procedures for migrants to encour-
age documented migration.

o Vietnam will need to evaluate its current policies for incentivizing out-migration
to determine whether they are meeting the country’s needs. While the intention
of these policies is laudable, other reforms are also necessary, including review of
recruitment agencies’ frequent and at least tacitly sanctioned practice of requiring
migrant workers to pay a security deposit to guarantee their return, which is fre-
quently not repaid. A national migration strategy could help to guide reforms.

+ Lower-capacity Cambodia, Lao PDR, and Myanmar should continue considering
how migration can fit into their economic development strategies, shaping programs
to make out-migration less costly and more formal, and creating connections with
diaspora to facilitate the transfer of knowledge and capital. These countries can look
to the experience of the Philippines in their efforts to develop institutions serving
migrants and services such as predeparture orientation programs.

Regional priorities

The ASEAN Secretariat can support domestic efforts by serving as a clearinghouse for
best practices and as a coordinating body. The secretariat could collect bilateral agree-
ments and MOUs from ASEAN and the rest of the world to share best practices and
provide technical assistance in the development of agreements and their key compo-
nents. Drawing on the efforts of the ASEAN Forum on Migrant Labor and the Cebu
Declaration, along with international conventions and regional best practices, it might
consider developing a common, but flexible, framework for bilateral agreements;
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guidelines for the protection of migrant workers; and even model contracts. Finally,
ASEAN may consider creating a labor market information portal to provide potential
migrants with information about job openings and employment regulations and prac-
tices in destination countries.

Notes

1.  Enhanced trade integration within ASEAN is modeled as the removal of intraregional tar-
iffs, the liberalization of nontariff barriers in goods and services, and the introduction of
advanced trade facilitation measures. The model underpinning the simulations, unlike stan-
dard trade models, does not assume that workers can change jobs without friction. Mobility
is possible, but costly.

2. The exact magnitude of the estimated labor mobility costs depends on several assumptions.
Because of this sensitivity, comparison of the relative magnitude of labor mobility costs
across countries is more informative than the absolute magnitude.
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CHAPTER 1

Migration in Southeast Asia

Introduction

Migration in Southeast Asia is evolving. As in the rest of the world, workers from the
region migrate to traditional receiving countries of the Organisation for Economic
Co-operation and Development (OECD). But in recent years several Association of
Southeast Asian Nations (ASEAN) countries have themselves become important des-
tinations for migrants from the region. Malaysia, Singapore, and Thailand have devel-
oped into regional immigration hubs that receive migrants from Cambodia, the Lao
People’s Democratic Republic, Myanmar, and other countries in the region. Migration
in Southeast Asia is diverse, with migrants in the region seeking out economic oppor-
tunity in a variety of ways. Cambodia is a well-known sender of migrants, but Vietnam
also sends migrants across the long border with Cambodia to work in fishing and con-
struction (MMN and AMC 2013). The Philippines is not only a significant sender of
migrants to the Middle East and the United States but also the origin of about a quarter
of the world’s ship crews (IOM 2013). Malaysian workers commute each day across the
narrow Straits of Johor to work in Singapore.

This chapter reviews the migration patterns and trends of the ten Southeast Asian
countries' that make up ASEAN, a group that promotes regional cooperation. Data on
migration patterns and trends are drawn from several sources, which are described in
box 1.1. Several overarching trends are apparent:

+ Migration in ASEAN is a growing factor in the movement of people globally and in
East Asia and Pacific (EAP).
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+ Malaysia, Singapore, and Thailand are immigration hubs. Thailand receives most of
its migrants from Cambodia, Lao PDR, and Myanmar; Malaysia from Indonesia; and
Singapore from Malaysia. Indonesia, the Philippines, and Vietnam are migrant-
sending countries, but migrants from these countries tend to migrate outside of the
region.

+ Most migration within ASEAN is low-skilled and occurs through informal
channels.

BOX 1.1
Data sources, definitions, and concepts

The analysis in this chapter relies primarily on migration data from the United Nations'
(UN) Trends in International Migrant Stock: The 2015 Revision.? The UN data are
derived mostly from population censuses, but also incorporate population registers
and nationally representative surveys. Data availability varies by region: 81 percent of
countries in Africa have at least one data source on international migrant stock since
the 2000 census round, 90 percent in Asia, 96 percent in Europe, 98 percent in Latin
America and the Caribbean, 100 percent in Oceania, and 100 percent in North
America. In Asian countries, however, the figures are lower for age and country of
origin (70 and 74 percent, respectively).

Estimation techniques vary depending on the number of data sources. When
countries lack any source of data, a model country is used. Age groups and countries
of origin are standardized, requiring interpolation and other statistical and demo-
graphic estimation methods and the creation of aggregate groups (for example,
“Other North” and “Other South”).

Migrants are defined as foreign-born persons, whenever possible. However, the
classification of foreign citizenship is used when necessary. This leads to three
problems: (1) overinclusion, when a person is born in her country of residence but
lacks citizenship; (2) underinclusion, when a person is born abroad but has naturalized;
and (3) overinclusion or underinclusion, depending on a country’s policy for granting
citizenship to the children of international migrants.

Data exist for every ASEAN country. The foreign-born concept is used in half of
the countries, and the foreign citizenship concept in the other half (table B1.1.1). The
UN data incorporate estimates of refugee stocks from the Office of the UN High
Commissioner for Refugees and the UN Relief and Works Agency for Palestine
Refugees in the Near East. These estimates are added to the stock estimates of six
ASEAN countries.

The analysis in this chapter relies primarily on UN data because they represent the
most up-to-date portrait of migration in ASEAN and offer information about the age
and gender of migrants. However, given the drawback of the definitions of migrants
and the need for estimation techniques, the data do have inconsistencies with other
sources. The World Bank has also produced bilateral estimates, though without gen-
der or age information, with the most recent published in 2013. For intra-ASEAN
migration, differences can be large in absolute terms but are generally quite small

box continues next page
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BOX 1.1
Data sources, definitions, and concepts (continued)

TABLE B1.1.1
United Nations data for ASEAN countries: Basis for definition of migrant and
inclusion of refugees

Country Estimates based on... Refugees added?
Brunei Darussalam foreign-born persons No
Cambodia foreign-born persons No
Indonesia foreign-born persons Yes
Lao PDR foreign citizens Yes
Malaysia foreign citizens Yes
Myanmar foreign citizens No
Philippines foreign citizens Yes
Singapore foreign-born person No
Thailand foreign-born persons Yes
Vietnam foreign citizens Yes

Source: UN 2015b.
Note: ASEAN = Association of Southeast Asian Nations.

relative to the size of the migrant population (table B1.1.2). Differences are larger in
Brunei Darussalam and in Vietnam, where both UN and World Bank data show intra-
ASEAN migration to be small.

There are large differences between the two datasets for Malaysia. In particular,
there is a significant discrepancy for migration from the Philippines to Malaysia,
which is estimated in the UN data to be 21,732 in 2015 and in the World Bank data
to be 410,149 in 2013. Data from the Commission on Filipinos Overseas, a Philippine
agency, suggest that the World Bank data may be more accurate, estimating the
number of Filipinos in Malaysia to be 793,580 in 2013.

The prominence of undocumented migration to and from ASEAN countries is a
significant issue for data reliability. Undocumented status likely makes individuals less
likely to respond to population censuses and household surveys for fear of detection.
The UN data, the World Bank data, and most other available data sources do not
draw a distinction between documented and undocumented or informal migration.

Two other data sources are used to describe the characteristics of ASEAN
migrants. The International Labour Organization’s (ILO) International Labor Migration
Statistics Database in ASEAN draws on population censuses, survey data, and
administrative records to provide detailed information on ASEAN migration stocks
and flows. However, the sources are not comparable across countries, and defini-
tions used can vary significantly, making comparison useful only for illustrative
purposes. This dataset is used to describe characteristics of global migrants to
ASEAN destinations. The OECD’s Database on Immigrants in OECD and Non-OECD
Countries has detailed data on migration to many ASEAN countries for 2000, but
updates are still ongoing for 2010. Access was provided to the 2010 update where
available. This dataset is used to describe the characteristics of intra-ASEAN migrants
in 2000 and in 2010 where available.

box continues next page
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BOX 1.1
Data sources, definitions, and concepts (continued)

TABLE B1.1.2
Differences in intra-ASEAN migrant stocks between United Nations and
World Bank data, by destination

Country UN World Bank Difference (no.) Difference (%)
Brunei Darussalam 83,832 32,199 51,633 62
Cambodia 68,106 69,579 -1,473 -2
Indonesia 49,930 44,858 5,072 10
Lao PDR 14,802 14,582 220 1
Malaysia 1,539,741 1,747,111 -207,370 =13
Myanmar 0 0 — —
Philippines 6,499 6,252 247 4
Singapore 1,321,552 1,229,495 92,057 7
Thailand 3,762,393 3,618,373 144,020 4
Vietnam 40,537 25,614 14,923 37
Sources: UN 2015a; World Bank Bilateral Migration Matrix.

Note: — = not available; ASEAN = Association of Southeast Asian Nations.

Sources: UN 2015a; UN 2015b; World Bank Bilateral Migration Matrix.

2 |LO and ADB (2014) includes an annex describing the wide discrepancies between the main sources of
data on bilateral migration. Such migration is very difficult to estimate, but the importance of migration in
ASEAN makes improved data collection critical.

Regional trends

During the past several decades, ASEAN countries have become a significant factor in
the movement of people globally and throughout EAP. ASEAN countries are now the
origin of 8 percent of the world’s migrants, up from 6 percent in 1995; they are also the
destination for 4 percent, up from 2 percent in 1995. As a result, the ratios of emigrants
and immigrants to the total population of ASEAN countries are converging to global
levels, though more quickly for emigration than immigration (figure 1.1). This grow-
ing significance is apparent at the regional level. Migrants from ASEAN origins repre-
sented 56 percent of all EAP emigration in 2015, an increase of 6 percentage points
from 1995. ASEAN destinations represented 39 percent of EAP immigration in 2015,
up from just 28 percent in 1990.

Migration within ASEAN is increasingly important. Many ASEAN countries have
been part of EAP’s impressive growth, but large within-region disparities in income,
education, skills, and demographic patterns remain—making migration inside
of ASEAN an attractive option. Indeed, ASEAN was one of the two global regions—the
other one is EAP, of which ASEAN is part—in which the share of intraregional migration
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increased between 1995 and 2015 (figure 1.2). The numerical increase in intra-ASEAN
migrants between 1995 and 2015 was impressive: at 6.9 million, the figure was more
than 3 times higher in 2015 than in 1995 versus 1.7 times for intra-EAP migrants outside

of ASEAN (figure 1.3).

The migration profiles of ASEAN countries are diverse. ASEAN includes both
regional hubs for immigrants and regional and global senders of emigrants, as
shown in figure 1.4. Most migrants from Cambodia, Lao PDR, and Myanmar?
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FIGURE 1.3
Intra-ASEAN and intra-EAP migrants, 1995-2015
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(all lower-middle-income economies that send many more migrants than they
receive) migrate to other countries in ASEAN—namely, Malaysia, Singapore, and
Thailand (all high- and upper-middle-income economies). Most of this migration
is low-skilled and informal. Indonesia, the Philippines, and Vietnam (ASEAN’s
other lower-middle-income economies that also send more migrants than they
receive) tend to send migrants outside of ASEAN, building on historical connec-
tions to the United States in the case of the Philippines and to the former Soviet
Union in the case of Vietnam. Institutions in all three countries have supported
out-migration.

ASEAN’s regional immigration hubs are themselves also senders of migrants.
Malaysia sends and receives a similar number of migrants, in both cases to and from
ASEAN countries. Singapore receives many ASEAN migrants, but predominantly
sends higher-skilled migrants outside of ASEAN for study and work. Thailand sends
nearly all its migrants outside of ASEAN.

Immigration to and emigration from ASEAN countries

Thailand, Malaysia, and Singapore host most of ASEAN’s immigrants. Thailand has
the largest number of total migrants, with more than 3.9 million in 2015, about 50
percent more than Malaysia and Singapore’s 2.5 million. These large migrant stocks
distinguish these three countries from the other ASEAN countries, which have far
fewer migrants. Thailand, for example, has 12 times the migrant stock of Indonesia
and 175 times that of Lao PDR (figure 1.5). The size of the migrant stock relative to the
destination country’s total population generally follows the same pattern as the abso-
lute levels of migrant stocks. Singapore (45 percent in 2015) and Brunei Darussalam
(24 percent in 2015) host strikingly high proportions of migrants, while Malaysia
(8 percent) and Thailand (6 percent) have substantial proportions as well (figure 1.6).
In fact, in Singapore migrants make up the majority of the total population in each
five-year age group between ages 25 and 49. In every other ASEAN country, the share
of migrants relative to total population is 0.5 percent or lower.

Many ASEAN countries are significant senders of migrants globally. Seven
ASEAN countries have more than 1 million out-migrants (figure 1.7). The Philippines
and Indonesia lead the way, with 5.3 million and 3.9 million migrants, respectively.
These significant stocks are reflected in and supported by the institutions that each
country has created to govern out-migration. As a percentage of the population,
however, the pattern changes somewhat (figure 1.8). With large populations overall,
Indonesia and the Philippines are farther down the ASEAN ranking for emigration
relative to the total population. Migrants from lower-middle-income Lao PDR and
Cambodia make up 20 percent and 8 percent of the population, respectively, but
out-migration is also significant for high-income Brunei Darussalam and Singapore
and upper-middle-income Malaysia.
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FIGURE 1.5
Total immigrants in ASEAN destinations, 1995 and 2015
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FIGURE 1.6
Total immigrants relative to the total population in ASEAN destinations, 1995 and 2015
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FIGURE 1.7
Total emigrants from ASEAN origins, 1995 and 2015
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FIGURE 1.8
Total emigrants relative to the total population in ASEAN origins, 1995 and 2015
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Intra-ASEAN migration
ASEAN destinations

Malaysia, Singapore, and Thailand have the largest stocks of ASEAN migrants. The
number of ASEAN migrants in ASEAN destinations was largest in Thailand
in 2015, at more than 3.7 million (table 1.1). Malaysia and Singapore were next in
line, with about 1.5 million and 1.3 million, respectively. The quantities in other
ASEAN destinations were quite small in comparison, averaging about 36,000 (not
including Myanmar for which no ASEAN migrants are recorded in the UN data).
Between 1995 and 2015, the ASEAN migrant stock in Thailand increased by
3 million, or 394 percent, outpacing Singapore’s 180 percent and Malaysia’s
137 percent.

All ASEAN countries except Indonesia, Myanmar, and the Philippines receive
most of their migrants from other ASEAN countries (figure 1.9). Notably, the
share of migrants that Malaysia receives from other ASEAN countries has declined
since 1995, as origin countries like Bangladesh and Nepal have become more
important.

Except for Singapore, the ASEAN immigrant stock in the major ASEAN destina-
tion countries is primarily from poorer ASEAN origins (table 1.2). Of Thailand’s
ASEAN migrant stock, 53 percent originates from Myanmar, 26 percent from Lao
PDR, and 21 percent from Cambodia. In Malaysia, 70 percent of the migrant stock
originates from Indonesia and 16 percent from Myanmar. The story is different for
Singapore, where 85 percent of ASEAN migrants are from neighboring Malaysia.
Migrants from Indonesia, the Philippines, and Vietnam make up most of the
ASEAN migrants in non-ASEAN destinations.

TABLE 1.1
Intra-ASEAN immigration by destination, 1995 and 2015
Destination 1995 2015 Change (no.) Change (%)

Brunei Darussalam 69,078 83,832 14,754 21
Cambodia 82,910 68,106 -14,804 -18
Indonesia 9,713 49,930 40,217 414
Lao PDR 17,150 14,802 2,348 -14
Malaysia 650,611 1,539,741 889,130 137
Myanmar 0 0 — —
Philippines 18,584 6,499 -12,085 -65
Singapore 471,607 1,321,552 849,945 180
Thailand 761,559 3,762,393 3,000,834 394
Vietnam 44,755 40,537 -4,218 -9

Source: UN 2015a.
Note: — = not available; ASEAN = Association of Southeast Asian Nations.
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FIGURE 1.9
Percentage of intra-ASEAN immigration relative to total immigration by destination
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TABLE 1.2
Primary origins of intra-ASEAN migrants by destination, 2015
Destination Origin (>10% of migrants)

Brunei Darussalam Malaysia (58%); Thailand (17%); Philippines (16%)
Cambodia Vietnam (53%); Thailand (45%)
Indonesia Singapore (44%); Thailand (44%)
Lao PDR Vietnam (79%); Thailand (11%)
Malaysia Indonesia (70%); Myanmar (16%)
Myanmar n.a.
Philippines Indonesia (51%); Singapore (13%); Malaysia (12%)
Singapore Malaysia (85%); Indonesia (12%)
Thailand Myanmar (53%); Lao PDR (26%); Cambodia (21%)
Vietnam Thailand (28%); Myanmar (28%); Indonesia (19%); Lao PDR (17%)
Non-ASEAN Philippines (39%); Indonesia (20%); Vietnam (18%)

Source: UN 2015a.
Note: n.a. = not applicable; ASEAN = Association of Southeast Asian Nations.

ASEAN origins

Indonesia, Myanmar, and Malaysia send the most migrants to other ASEAN
countries. The largest number of ASEAN out-migrants was from Myanmar in 2015,
at 2.2 million (table 1.3). Indonesia and Malaysia were next in line, at 1.3 million
and 1.2 million, respectively. The numbers of migrants from Cambodia and Lao
PDR to ASEAN destinations were both quite high, but less than 1 million.



44 | MIGRATING TO OPPORTUNITY

TABLE 1.3
Intra-ASEAN emigration by origin, 1995 and 2015
Change

Origin 1995 2015 (no.) (%)
Brunei Darussalam 3,356 6,165 2,809 84
Cambodia 143,867 821,659 677,792 471
Indonesia 466,752 1,251,764 785,012 168
Lao PDR 210,294 976,770 766,476 364
Malaysia 479,872 1,176,428 696,556 145
Myanmar 450,230 2,242,549 1,792,319 398
Philippines 139,480 55,964 -83,516 -60
Singapore 39,326 106,284 66,958 170
Thailand 85,807 108,229 22,422 26
Vietnam 106,983 141,580 34,597 32

Source: UN 2015a.
Note: ASEAN = Association of Southeast Asian Nations.

FIGURE 1.10
Percentage of intra-ASEAN emigration relative to total emigration by origin,
1995 and 2015
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Cambodia, Lao PDR, Malaysia, and Myanmar send most of their migrants to other
ASEAN countries (table 1.3 and figure 1.10). For these four countries, the dominance of
ASEAN destinations for their emigrants is a relatively new phenomenon with large
increases in intra-ASEAN migration since 1995. Apart from Malaysia, which is posi-
tioned next to high-income Singapore, the destination for nearly all Malaysian intra-
ASEAN migrants, the other three countries are the poorest in ASEAN. Nearly all
intra-ASEAN migrants from Cambodia, Lao PDR, and Myanmar go to Thailand, which
borders all three (table 1.4).
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TABLE 1.4
Primary destinations of intra-ASEAN migrants by origin, 2015

Origin Destination (>10% of migrants)

Brunei Darussalam  Malaysia (99%)

(

Cambodia Thailand (98%)
(
(

Indonesia Malaysia (86%); Singapore (13%)

Lao PDR Thailand (99%)

Malaysia Singapore (96%)

Myanmar Thailand (88%); Malaysia (11%)

Philippines Malaysia (39%); Singapore (28%); Brunei Darussalam (24%)

Singapore Malaysia (75%); Indonesia (21%)

Thailand Cambodia (28%); Indonesia (20%); Singapore (18%); Brunei Darussalam (13%)
Vietnam Malaysia (62%); Cambodia (26%)

Non-ASEAN Singapore (41%); Malaysia (33%)

Source: UN 2015a.
Note: ASEAN = Association of Southeast Asian Nations.

The Philippines and Vietnam are unique among sending countries because very few
of their migrants go to ASEAN destinations. Nearly half of Philippine migrants go to
North America, and a third go to the Middle East and North Africa, while about
1 percent go to other ASEAN countries. The intra-ASEAN share of Philippine emigra-
tion remains small (about 7 percent), even using the World Bank’s larger estimate of the
Philippine migrant stock in Malaysia. About 60 percent of migrants from Vietnam go to
North America, whereas about 20 percent go to non-ASEAN East Asian countries and
the remaining 20 percent go to Europe and Central Asia. Only the Philippines, Thailand,
and Vietnam have fewer migrants in other ASEAN countries now than in 1995.

Most predominantly receiving countries send their ASEAN migrants to a single
upper-middle or high-income ASEAN destination country. Brunei Darussalam sends
them to Malaysia; Malaysia to Singapore; and Singapore to Malaysia. Thailand is unique,
however. Of all ASEAN countries, Thailand has the most widespread distribution of
ASEAN migrant destinations: 28 percent of migrants head to Cambodia; 20 percent
to Indonesia; 18 percent to Singapore; and 13 percent to Brunei Darussalam.

ASEAN corridors

Migration within ASEAN is highly concentrated in several corridors. Three major
groups of corridors run to ASEAN’s three main destination countries.? These are the
Thailand corridor for migration from Cambodia, Lao PDR, and Myanmar, making up
54 percent of ASEAN migration; the Singapore corridor for migration from Indonesia
and Malaysia, making up 19 percent of ASEAN migration; and the slightly more diverse
Malaysia corridor for migration from Indonesia, Myanmar, Singapore, and Vietnam,
making up 22 percent of ASEAN migration. Together, these corridors account for 95
percent of all intra-ASEAN migration (table 1.5). These corridors were largely the same
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TABLE 1.5
Intra-ASEAN migrant stocks in ASEAN’s major migration corridors, 2015
Origin Destination Stock Destination’s migration (%) ASEAN migration (%)

Myanmar Thailand 1,978,348 53 29
Lao PDR 969,267 26 14
Cambodia 805,272 21 12
Total 3,752,887 100 54
Indonesia Malaysia 1,070,433 70 16
Myanmar 252,292 16 4
Vietnam 87,272 6 1
Singapore 79,519 5 1
Total 1,489,516 97 22
Malaysia Singapore 1,123,654 85 16
Indonesia 163,237 12 2
Total 1,286,891 97 19
Total of corridors 6,529,294 95

Source: UN 2015a.
Note: Some figures may not add up to 100 due to rounding. ASEAN = Association of Southeast Asian Nations.

in 2000. Migration in ASEAN is mostly, though not solely, from less developed to more
developed countries. Notably, consistent with the strong historical ties and proximity of
Malaysia and Singapore, ASEAN’s main corridors include migration to and from two of
ASEAN'’s wealthiest economies.

Characteristics of ASEAN migrants
Age

ASEAN’s host countries tend to be aging countries, whereas its sending countries tend
to be younger. Like East Asia more generally, ASEAN member states are diverse in
their stage of population aging, and this is reflected in the region’s migration flows.
More than 10 percent of the local populations of Singapore and Thailand are at least
65 years old. Malaysia is slightly younger; 6 percent of its local population is 65 or
older. All sending countries other than Vietnam have local populations in which
5 percent or less of the population is at least 65.

Migrant populations seem to fill gaps in the workforces of ASEAN’s aging countries.
Figure 1.11 plots the age distributions of local and migrant populations in ASEAN des-
tination countries. All destination countries have migrant populations whose age distri-
bution peaks between ages 25 and 39, the prime working years. This provides some
evidence that migration is, in part, driven by a demand for workers in aging countries.
Box 1.2 discusses the longer-term impact of migration on population aging in ASEAN
countries. No recent comprehensive data are available on the age of intra-ASEAN
migrants.



MIGRATION IN SOUTHEAST ASIA | 47

FIGURE 1.11
Age distribution of migrants and locals in ASEAN's main destination countries, 2015
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Gender

Just over half of EAP’s total migrant stock (52 percent) is female, while just under half
(48 percent) of ASEAN’s total migrant stock is female. Although a trend toward a larger
share of female migrants in EAP is well documented (Ahsan et al. 2014; Lee 2005), the
female share of immigration to and emigration from ASEAN countries has remained
about constant since 1995. Singapore is the only country in ASEAN whose migrant
stock is mostly female (56 percent), while Thailand is at female—male parity (figure 1.12).
The proportion of the stock that is female has increased 2 percentage points in both
countries since 1995. In Malaysia, in contrast, the share of the stock that is female has



48

I MIGRATING TO OPPORTUNITY

BOX 1.2
Migration and population aging in ASEAN

UN population projections provide an indication of the future impact that migration
will have on population aging in ASEAN countries. The UN makes several important
assumptions to estimate population growth, and publishes several variations of its
projections. One of these variations estimates population growth without interna-
tional migration, allowing for a comparison with the variation that does assume inter-
national migration.?

The impact of international migration on two of the three primary ASEAN desti-
nation countries is to increase the share of the working age population and decrease
the share of the population that is 65 years old or older, thereby decreasing the
median age in these countries (table B1.2.1). In Singapore, this effect is particularly
significant, with the median age declining 2.2 years when migration is included. The
effect is slightly smaller in Malaysia, where the median age declines about half a year.
The other pronounced effect, however, is in the third destination country, Thailand,
where the median age increases because of international migration and the working-
age population declines. This is likely the effect of out-migration of working-age
individuals from Thailand to countries outside of ASEAN.

TABLE B1.2.1
Impact of international migration on age distribution of ASEAN countries, 2050

Age distribution

Country 0-14 15-64 65+ Change in median age
Singapore 0.8% 2.1% -3.0% =22
Malaysia 0.2% 0.5% -0.7% -0.5
Brunei Darussalam 0.1% 0.4% -0.5% -0.4
Cambodia 0.3% -0.6% 0.4% -0.1
Lao PDR 0.1% -0.5% 0.5% 0.0
Myanmar 0.0% -0.1% 0.1% 0.0
Philippines 0.0% -0.1% 0.1% 0.0
Indonesia 0.0% -0.2% 0.2% 0.1
Vietnam -0.1% -0.2% 0.3% 0.3
Thailand -0.2% -0.4% 0.5% 1.3

Source: UN 2015c.

Note: This table shows the percentage point difference in age distribution and the difference in years
between UN population projections in 2050 with and without international migration. ASEAN = Association
of Southeast Asian Nations.

2 UN projections without international migration do not permit comparison of the impact of intra-ASEAN
migration alone on the age distribution and median age. Moreover, the projections include both
immigration and emigration. See United Nations (2014) for a more detailed description of the
methodology.
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FIGURE 1.12
Female share of immigrant and emigrant stock of ASEAN countries, 1995 and 2015
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declined 4 percentage points. Notably, the share of ASEAN emigrants who are female
has increased in every country except the Philippines; it is at or above parity in seven
countries. The decline in female out-migration from the Philippines may have resulted
in part from increased stringency imposed by the country’s migration authorities on the
terms of employment for domestic workers, who tend to be female.

The share of the intra-ASEAN migrant stock that is female rose from 46 percent in
1990 to 49 percent in 2015. This figure is lower than EAP’s intraregional share of
53 percent. Most gains in female migration in ASEAN countries were made in the
1990s. In EAP, in contrast, the female share has increased steadily since 1990. Half of
ASEAN countries sent a larger share of female migrants to other ASEAN countries than
they did to non-ASEAN countries (table 1.6).

Skill level

Migrants help fill skills gaps. Relationships between origin and destination countries are
often based on differences in the skill level of migrants and locals, with origin countries
supplying migrants of a specific skill type in demand in destination countries. Within
ASEAN, much of this migration involves the movement of less-educated individuals to
work in lower-skilled occupations in the region’s main destination countries.

Migrants in ASEAN’s receiving countries tend to be less skilled than locals, whereas
migrants in ASEAN’s sending countries tend to be more skilled. Drawing on data from
the ILO’s newly created International Labour Migration Statistics Database in ASEAN
(ILMS), figure 1.13 compares the education level of the migrant stock with the educa-
tion level of locals in ASEAN countries where data are available. The educational level
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TABLE 1.6
Female share of migration from ASEAN origins to
ASEAN and non-ASEAN destinations, 2015

(Percent)
Destination
Origin ASEAN Non-ASEAN

ASEAN 49 50
Brunei Darussalam 39 42
Cambodia 52 50
Indonesia 42 44
Lao PDR 51 42
Malaysia 56 39
Myanmar 46 31
Philippines 58 53
Singapore 46 54
Thailand 50 67
Vietnam 42 51

Source: UN 2015a.
Note: ASEAN = Association of Southeast Asian Nations.

FIGURE 1.13
Education level of migrants and locals in ASEAN countries
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Note: The share of working-age locals with at least secondary education is shown on the x axis and that of migrants
with at least secondary education is on the y axis. The 45-degree line represents equal proportions of highly
educated locals and migrants. The year is 2014 for Brunei Darussalam, 2013 for Cambodia, 2015 for Indonesia and
Malaysia, and 2010 for the Philippines. ASEAN = Association of Southeast Asian Nations.
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of the local population of Malaysia, one of ASEAN’s main receiving countries, has
grown significantly in recent decades, resulting in a highly educated population. In con-
junction, most migration to Malaysia is low-skilled with 45 percent of migrants in 2015
having attained just basic education. Immigrants in Indonesia and the Philippines, both
global senders of migrants, tend to be more highly skilled than their local counterparts.
This highlights the fact that traditionally sending countries also need skilled workers to
fill skills gaps in their labor markets.

The vast majority of intra-ASEAN migrants are less educated and so likely less skilled.
Estimates of migration in 2000, the most recent year for which comprehensive intra-
ASEAN data are available, suggest that 93 percent of intra-ASEAN migrants have less
than a tertiary education and 83 percent have less than a secondary education. Emigrants
from ASEAN’s main sending countries tend to be less educated, with more than 90 per-
cent of intra-ASEAN emigrants from Indonesia, Lao PDR, Myanmar, the Philippines,
and Vietnam having less than a secondary education (figure 1.14a). Intra-ASEAN emi-
grants from the main destination countries, in contrast, tend to be more educated.

Intra-ASEAN immigrants in two of ASEAN’s main destination countries tend to be
less educated. In Thailand, 99 percent of immigrants have attained less than secondary
education, while in Malaysia 95 percent have (figure 1.14b). Migrants are more educated

FIGURE 1.14
Educational composition of intra-ASEAN migrants by origin and destination, 2000
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Note: Destination data are only available for Cambodia, Indonesia, Lao PDR, Malaysia, the Philippines, Singapore,
and Thailand. ASEAN = Association of Southeast Asisan nations; OECD = Organisation for Economic Co-operation
and Development.
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in Singapore; 34 percent have completed their secondary education, likely reflecting the
immigration of better-educated Malaysians. Newly available data for 2010 suggest that
low-skilled migration continues to dominate in ASEAN.*

Migrants from every ASEAN country who have migrated to other ASEAN coun-
tries are less-educated than their counterparts who have migrated outside of the
region (figure 1.15a). The difference between the skill levels of the two groups of
migrants is large in all countries except Cambodia and particularly large in Indonesia
and the Philippines, two significant senders of migrants outside of ASEAN. The
same pattern is true for migrants to ASEAN countries: immigrants from other
ASEAN countries tend to be less-skilled than their counterparts from outside the
region in every country except Indonesia, where ASEAN migrants are more skilled
(figure 1.15b).

Migrants also tend to work in lower-skilled occupations® in ASEAN’s main desti-
nation countries. In Thailand, 90 percent of global migrants work in low-skilled
elementary occupations compared to just 7 percent of locals (figure 1.16). In
Malaysia, migrants are about evenly split between mid- and low-skilled jobs, though
47 percent are in low-skilled ones compared to 7 percent of the local population. The
breakdown is similar in Brunei Darussalam, though there are slightly more high-
skilled migrants. In Cambodia, the only sending country for which data are available,

FIGURE 1.15
Share of ASEAN and non-ASEAN migrants with at least a secondary education by
origin and destination, 2000
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FIGURE 1.16
Skill level of migrants and locals in ASEAN destinations
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a much higher percentage of migrants work in mid-skilled jobs than in any of
the other countries, and about equal percentages of locals and migrants work in
high-skilled jobs.

Labor force characteristics

Employment and unemployment
In the main receiving countries in ASEAN, the employment rates® of migrants are high.
In Brunei Darussalam, Malaysia, and Singapore, employment rates are at least
25 percentage points higher for migrants than for locals (table 1.7). This largely reflects
migration policies that are designed primarily to attract temporary labor migrants.
Migrants who participate in the labor force in ASEAN seem to be fulfilling a demand
for their skills. Unemployment rates were quite low among intra-ASEAN migrants in
2000, with rates in Indonesia, Lao PDR, Malaysia, and Thailand between 2 and 3 percent,
comparable to the unemployment rates of the local population. Although data are lim-
ited for 2010, unemployment rates remained quite low and comparable to the unem-
ployment rates of the local population. In Cambodia and Malaysia, the two ASEAN
countries for which comparable rates are available, the unemployment rates were
3 percent and 2 percent, respectively.
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TABLE 1.7
Employment rate of migrants and locals in ASEAN
(Percent)

Destination Locals Migrants Difference
Brunei Darussalam 40 77 36
Cambodia 55 73 18
Indonesia 45 36 -9
Malaysia 43 72 29
Philippines 40 35 -5
Singapore 59 85 26

Source: International Labour Migration Statistics Database in ASEAN (ILMS), ILO.
Note: The year is 2014 for Brunei Darussalam, 2015 for Indonesia and Malaysia,
and 2014 for the Philippines and Singapore. Data are only available for these
countries.

TABLE 1.8
Sectoral distribution of migrants and locals in ASEAN
(% difference in distribution)

Destination Agriculture Industry Services
Brunei Darussalam 0 16 =17
Cambodia -26 6 21
Indonesia 5 -7 3
Lao PDR -1 10 -9
Malaysia 21 10 -31
Singapore -1 29 -29
Thailand =19 29 -10

Source: International Labour Migration Statistics Database in ASEAN (ILMS), ILO.
Note: The year is 2006 for Lao PDR, 2014 for Brunei Darussalam, 2013 for
Cambodia, and 2015 for Indonesia, Malaysia, Singapore, and Thailand. Data are
only available for these countries. ASEAN = Association of Southeast Asian Nations.

Sector of employment

The sector in which global migrants to ASEAN countries work varies across countries
and does not depend solely on whether the country is primarily a sender or receiver
of migrants (table 1.8). Migrants in Malaysia, Singapore, and Thailand tend to work
more in industry and less in services than locals. However, migrants are much more
concentrated in the services sector in Singapore, which lacks a significant agricultural
sector employing either locals or migrants. Thailand and Malaysia do have more
robust agricultural sectors, but migrants play a different role in each. Malaysian palm
oil plantations rely significantly on migrant labor, so migrants are much more preva-
lent in this sector than locals. In Thailand, in contrast, more locals work in agricul-
ture, highlighting Thailand’s more significant rural population. In 2015, for instance,
about 50 percent of the population lived in rural areas in Thailand, compared to
25 percent in Malaysia.
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Income

In ASEAN receiving countries, migrants seem to earn less than locals, although in its
sending countries, migrants seem to earn more. Data on the employment-related
income of migrants in ASEAN countries are limited to Brunei Darussalam, Cambodia,
and Malaysia. Consistent with the evidence on the education and occupations of
migrants in ASEAN receiving countries, migrants in Brunei Darussalam and Malaysia
earn significantly less than their local counterparts. Migrants earn 50 percent of
their local counterparts in Brunei Darussalam and 65 percent of their local counter-
parts in Malaysia (figure 1.17). In Cambodia, in contrast, migrants’ median monthly
wages are 133 percent of those of their local peers.

Undocumented migration

Undocumented migration isasignificant feature of migrationin ASEAN. Understanding
this type of migration is limited by both a lack of data and the challenge of defining
who is undocumented. Undocumented migrants are less likely to participate in popu-
lation censuses and household surveys, and when they do identifying that they are
undocumented is a challenge. Even when the undocumented can be identified, defini-
tional issues arise. For instance, the Philippines regards out-migrants who do not use
the country’s formal migration channels as undocumented. However, if these migrants
obtain a work permit in Singapore (which is possible without the use of formal chan-
nels in the Philippines), they are deemed to be documented and regular migrants
by the Singaporean government. With these two challenges in mind, inferences about

FIGURE 1.17
Ratio of employment-related income of migrants relative to locals
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Source: International Labour Migration Statistics Database in ASEAN, ILO (ILMS).
Note: The year is 2014 for Brunei Darussalam, 2013 for Cambodia, and 2014 for Malaysia (data were only available
for these countries).
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the number of undocumented migrants in ASEAN can be made from regularization
campaigns and other sources, though these are by nature not representative and
provide only a lower bound to the total number of undocumented workers in a
country.

Two of ASEAN’s three migrant host countries receive significant numbers of undoc-
umented migrants. Long borders between Thailand and Cambodia, Lao PDR, and
Myanmar and between Indonesia and Malaysia make these corridors particularly vul-
nerable to informal migration. Migration from Cambodia, Lao PDR, and Myanmar,
which accounts for most migration to Thailand, is mostly undocumented. Using data
from Thai government sources, Huguet (2014) roughly estimates that there were 2.7
million migrants from these three countries in Thailand in 2013, of whom 1.6 million,
or 58 percent, were irregular.” Reports from Malaysia’s 6P amnesty and legalization pro-
gram, which ran from 2011 to 2012, identified between 1.3 million and 2 million undoc-
umented immigrants in Malaysia (World Bank 2015). This is about the same as the
1.6 million migrants with work permits for low-skilled employment in Malaysia in those
years. About 49 percent of the undocumented migrants were from Indonesia, with
3 percent from the Philippines, 2 percent from Myanmar and Vietnam, and 1 percent or
less from Cambodia and Thailand. In Malaysia, undocumented workers at times com-
mute daily between Indonesian Kalimantan and the Malaysian state of Sarawak; bor-
ders are also porous between the Philippines and the Malaysian state of Sabah, which
results in informal flows.

In contrast to Malaysia and Thailand, Singapore’s advantageous geographical setting
and strict enforcement result in limited undocumented migration to the city-state. The
Immigration and Checkpoints Authority of Singapore identified just 310 undocu-
mented immigrants and 1,591 overstayers in 2015 (ICA 2016). Though representing
just those who were caught, this small number alongside Singapore’s significant migra-
tion enforcement apparatus suggests that informal migration to Singapore is not a sig-
nificant issue.

Although undocumented migration is normally thought of as an issue for host coun-
tries, sending countries also are interested in informal migration because they want to
better protect their migrants abroad. Data from the Philippines suggest that 1.2 million,
or 11 percent, of Philippine out-migrants were irregular in 2013, a significant decline
from 22 percent in 2001. Most Philippine migrants to Malaysia were thought to be
irregular (CFO 2016). Notably, the Philippines classifies 110,141, or 25 percent, of its
migrants to Singapore as irregular. Contrasted with Singapore’s data on irregular
migrants, this comparison highlights that a sending country’s and a receiving country’s
classification of regular migrants can conflict.

Undocumented migration from Indonesia is also significant. In a 2013 survey of
migrant workers undertaken by the World Bank in collaboration with Statistics
Indonesia, only 9 percent of current migrant workers were in full compliance with
required documentation, and just 43 percent were in compliance with a more relaxed
definition of these requirements (World Bank 2016a). This latter definition implies that
6.8 million migrants work abroad without the required documents (World Bank 2016b).
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Undocumented migration is particularly significant for workers moving from Indonesia
to Malaysia. Among the survey respondents, only 3.6 percent of current Indonesian
migrant workers in Malaysia are fully compliant with required documentation
(World Bank 2016a).

Though estimates are very rough, undocumented Vietnamese migrants are a signifi-
cant presence abroad. For Vietnamese migrants, the issue of irregular migration seems
most closely related to overstay after employment permits expire, but outmigration
without the proper documents also occurs. Most estimates of the undocumented popu-
lation relate to the share of Vietnamese workers who have overstayed their contracts.
Research suggests that up to 57 percent of migrants overstay in the Republic of Korea,
30 percent in Japan, and 12 percent in Taiwan, China (Ahsan et al. 2014).

Notes

1. ASEAN consists of Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar,
the Philippines, Singapore, Thailand, and Vietnam

2. In 2015, the data show no recorded migrants in Myanmar from ASEAN countries.

3. If the World Bank’s Global Migration Database were used, the corridor from the Philippines
to Malaysia with 410,149 migrants in 2013 would rank as Malaysia’s second-largest source
and ASEAN'’s sixth-largest corridor.

4. Updated data on education are becoming available for 2010, though the data are still prelimi-
nary. Destination data are available in ASEAN only for Cambodia, Malaysia, and Thailand.
These preliminary data suggest that intra-ASEAN migrants remain mostly less educated,
with 97 percent of intra-ASEAN migrants to these countries having less than tertiary educa-
tion and 86 percent having less than secondary education.

5. Low-skilled occupations are defined here as elementary occupations. Mid-skilled are defined
as clerical support workers; service and sales workers; skilled agricultural, forestry, and fish-
ery workers; craft and related trades workers; and plant and machine operators and assem-
blers. High-skilled occupations are defined as managers, professionals, and technicians and
associated professionals.

6. The employment rate is used here because the size of the labor force was not available for all
countries. The rate is calculated as the total of those employed age 15 and over divided by the
population in the same age group.

7. Irregular is defined as either not having a work permit or not completing the nationality
verification process, or both.
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CHAPTER 2

The Determinants of Migration in
ASEAN and the Importance of
Labor Mobility Costs

Introduction

Migration decisions are made on the basis of the expected costs and benefits of migra-
tion. Migration scholars generally model the migration decision as motivated by an
individual’s desire to maximize income. The determinants of migration are, then, the
benefits and costs that influence a migrant’s decision to move. The benefits of migration
are frequently conceptualized as economic gains in the form of increased wages,
whereas costs are often captured using distance and other proxies.

In the Association of Southeast Asian Nations (ASEAN), higher-income countries
with older populations tend to attract migrants by creating expectations for higher
wages and employment opportunities. The presence of diaspora networks seems to
attract more migrants to and from ASEAN countries, likely by lowering the cost of
migration, whereas longer distances lower migration, likely by increasing the cost.
Within ASEAN, these factors drive large one-way migration to a small number of
countries, with migration to other countries being small in comparison.

While factors such as distance and presence of diaspora networks are important
components of migration costs, these and other factors often used to describe migra-
tion costs do not capture the full range of costs faced by workers when they decide
whether to migrate. These more comprehensive costs include skills mismatches, legal
constraints to mobility, migrant workers’ location preferences and job search costs, and
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many others. To overcome this limitation, the analysis in this chapter uses wage differ-
entials and actual worker mobility to estimate migration costs. And, to capture the full
range of alternatives available to migrants, domestic labor mobility costs—those faced
by workers changing firms, sectors, and geographies within a country’s borders—are
also estimated. Estimation of both domestic and international labor mobility costs
highlights the fact that frictions exist in labor markets in ASEAN that may lead workers
to forgo wage gains, which has a negative impact on welfare (discussed in chapter 4).

In chapter 1, ASEAN countries were characterized as either senders or receivers
of migrants, thus suggesting that there are underlying characteristics that make
some countries more attractive to receiving migrants and others more likely to send
them. In this chapter, these characteristics are explored. The first section reviews the
literature on the determinants of migration. The second section provides descriptive
evidence of the benefits of migrating in ASEAN.

The final section of the chapter is an innovative attempt to estimate the labor mobil-
ity costs for migrant workers in ASEAN. These costs are found to be lowest in Malaysia
and Singapore and highest in the Lao People’s Democratic Republic and Myanmar.
Costs generally increased between the 1960s and the 1990s but then dropped in the
2000s, reflecting ASEAN’s increased integration regionally and globally and improve-
ments in the region’s migration systems.

Existing evidence on the determinants of migration
in ASEAN

An individual’s decision to migrate is affected by several factors related to the expected
benefits and costs of migration. These factors include economic, social, and demo-
graphic characteristics that affect the desirability of migration. Wage differentials and
employment prospects are among the main “pull” factors. “Push” factors may include
employment prospects in the sending country.

Income, distance, and demographic factors all affect migration decisions.
Analyzing the determinants of international migration flows from 120 sending coun-
tries to 15 member countries of the Organisation for Economic Co-operation and
Development (OECD), Ortega and Peri (2013) find that factors increasing bilateral
flows include income differentials, common language and currency, looser entry
laws, and a shared colonial past. Longer geographic distance and tighter entry laws
decrease these flows. Larger existing stocks of immigrants also play a key role in
determining migration flows by lowering migration costs through informational and
financial support (Beine, Bertoli, and Ferndndez-Huertas Moraga 2015). Finally, a
larger share of youth in the origin country’s population increases migration both
because young people are more likely to migrate' and because a larger youth share
can affect employment prospects negatively by increasing labor market competition
(Zaiceva and Zimmermann 2014). Beine and Parsons (2015) find that higher wage
differentials, a larger diaspora, a lower dependency ratio at the origin (implying a
younger population), shared linguistic roots, and shared borders all induce more
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migration. Although the authors do not find evidence of a direct effect of long-run
climatic factors on migration, they note indirect evidence that environmental factors
have an impact on migration through wages.

Immigration policies related to entry into the host country have important impacts
on the quantity and characteristics of migrants admitted in that country, though
these impacts are not always consistent with policy objectives. As mentioned
previously, studies on the determinants of migration have examined the impact of
policy on the decision to migrate. Visa waivers (Bertoli and Ferndndez-Huertas
Moraga 2013; Beine and Parsons 2015; Bertoli and Fernandez-Huertas Moraga 2015)
and regional agreements (Beine, Bourgeon, and Bricongne 2013; Beine, Bertoli, and
Ferndndez-Huertas Moraga 2015) seem to increase bilateral flows. However,
Docquier, Peri, and Ruyssen (2014) find no effect, perhaps because of the similarities
between countries with such agreements. Ortega and Peri (2013) find evidence that
tighter entry rules decrease flows to OECD countries. Mayda (2010) finds similar
results for OECD member countries, Hatton (2005) for the United Kingdom, and
Clark, Hatton, and Williamson (2007) for the United States.

The impact of immigration policies on the skill mix of immigrants is of concern to
ASEAN countries interested in attracting high-skilled foreign workers. Several studies
have been skeptical about the impact that skill-based immigration policies can have,
particularly where family reunification is significant (Beine, Docquier, and Ozden 2011;
Belot and Hatton 2012; Jasso and Rosenzweig 2008). However, gathering data on bilat-
eral high-skilled immigration labor flows and policy instruments for 10 OECD coun-
tries, Czaika and Parsons (2016) find that points-based migration systems increase
high-skilled migration in terms of both numbers and the skill share of immigrants.
Points-based systems perform much better than alternatives (such as job offer require-
ments, labor market tests, and occupational shortage lists) in inducing and selecting
high-skilled migrants. High-skilled migrants seem to compare the costs and benefits of
skilled migration entry paths to other (general) entry paths. Facchini and Lodigiani
(2014) and Coppel, Dumont, and Visco (2001) both note the tendency for skilled
migrants to select general channels of entry when skill-specific ones seem too onerous.
This suggests that—to be effective—skilled migration policies must provide additional
value in comparison to other entry paths.

Other factors—including social networks, political conflict, and natural disasters—
also play a role in migration decisions. Social networks have been shown to play a key
role in lowering migration costs and facilitating flows by correcting for the asymmetry
of information that potential migrants face (Beaman 2012; Munshi 2003). Social
networks also help migrants integrate in the receiving country. Instability, civil conflict,
and natural disasters in countries of origin may also lead individuals to migrate. Political
conflict is part of the explanation for emigration from Myanmar in recent years;
however, as the country undergoes political and economic transition, these flows may
reverse (World Bank 2012).

The factors that may prevent migrants from moving include liquidity constraints and
lack of demand. The poorest households in sending countries may not be able to send
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migrants because of the costliness of international migration. Indeed, evidence has
been found of an inverse “U-shaped” relationship between migration and wealth—with
the least wealthy households unable to afford migration and the wealthiest households
having higher opportunity costs of migration (McKenzie and Rapoport 2007). Shrestha
(2017) provides evidence of this relationship in Nepal, a country that sends migrants to
India, Malaysia, and the Middle East. A rainfall shock that increases household income
increases migration to India, a low-cost but also low-earnings destination, but not to
other destinations such as Malaysia, a high-cost but high-earnings destination. This
suggests that easing liquidity constraints could facilitate the migration of poorer house-
holds, though Shrestha (2017) notes that more significant resources may be needed to
motivate migration to higher-earnings destination countries. At the same time, lack of
demand can limit migration for households that would otherwise want to migrate. This
is evidenced by the increase in migration to Malaysia and the Middle East following
demand shocks in those countries.

Research from ASEAN largely supports these general findings on the determi-
nants of migration. Income differences are found to be a key factor influencing
migration in ASEAN. Jajri and Ismail (2014) suggest that the main determinants of
migration to Malaysia from Indonesia, Thailand, and the Philippines are the real
wage ratio between the countries, the unemployment rate in the source countries,
and the real exchange rate ratio.” Sanglaoid, Santipolvut, and Thamma-Apiroam
(2014) present evidence suggesting that the main determinants of migration to
Thailand from ASEAN countries are the gross domestic product (GDP) ratio between
Thailand and the origin countries, existing migrant stocks in Thailand, and Thailand’s
migration policy. There is some evidence suggesting that climatic factors play a role
in migration in the region. Bylander (2016) finds that migration to Thailand from
Cambodia, which experiences frequent floods and droughts, is related to droughts,
poor rainfall, and past crop losses.

The benefits of migrating in ASEAN
Wages and GDP per capita

ASEAN countries vary significantly in their level of economic development. ASEAN’s
significant wage and GDP differentials suggest that individuals from lower-income
countries could increase their income by migrating. Singapore’s average monthly wage
of US$3,694 is more than 30 times higher than Cambodia’s average monthly wage of
US$121 (ILO 2014). Average monthly wages in Malaysia are triple those in Indonesia,
the Philippines, and Vietnam. Regional disparities in GDP per capita, which unlike the
wage estimates are adjusted for purchasing power, are similarly large (figure 2.1).
Indeed, there is a strong presence of migrants from lower-income ASEAN countries in
higher-income ones. The receiving countries described above—Malaysia, Singapore,
and Thailand—have the highest GDPs per capita in ASEAN. Their average GDP per
capita is about $40,000 versus sending countries’ $6,000.
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FIGURE 2.1
GDP per capita of ASEAN countries, 2015
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Source: World Development Indicators (database), World Bank.
Note: ASEAN = Association of Southeast Asian Nations; PPP = purchasing power parity.

GDP per capita is a strong determinant of migration to, from, and within ASEAN.?
It is a proxy for the economic benefits migrants can expect in host countries. Figure 2.2a
shows that, as GDP per capita increases, the share of an origin country’s migrants in an
ASEAN destination country increases. Figure 2.2b shows a similar relationship for migra-
tion from ASEAN countries. Notably, the relationship between GDP per capita and out-
migration is stronger for ASEAN origin countries than for non-ASEAN ones, highlighting
that ASEAN migrants are driven by the desire for better economic opportunities.

Migration to countries with higher GDPs per capita dominates ASEAN’s three major
migration corridors. The average ratio of destination-to-origin per capita GDP in these
corridors is 3.8, with only migration from Singapore to neighboring Malaysia exhibiting
a ratio of less than 1 (implying migration to a less wealthy country) (table 2.1).

Employment opportunities from population aging

Population aging also influences migration in ASEAN. Countries with aging popula-
tions and shrinking labor forces provide additional employment opportunities for
migrants from countries with younger populations. The age distribution of total
migrant stocks (presented in chapter 1) provides initial evidence that migration is, in
part, driven by aging; it does so by showing that the migrant populations of destina-
tion countries tend to be younger than the local populations of those countries.
Evidence from the main migration corridors within ASEAN provides confirma-
tion that population aging is a determinant. Singapore and Thailand have signifi-
cantly older median ages than their main sending countries (at least 11 years older
for Singapore and 10 for Thailand) (figure 2.3a). These differences are projected
to become even more pronounced over time with the age gap between both
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FIGURE 2.2
The relationship between GDP per capita and migration to and from ASEAN
countries
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Source: UN 2015a and World Development Indicators, World Bank.
Note: The values are adjusted for log distance, contiguity, and origin country fixed effects. ASEAN = Association of
Southeast Asian Nations; PPP = purchasing power parity.

TABLE 2.1
Migrant stocks and GDP per capita in ASEAN's major migration corridors, 2015

Ratio of D-to-O GDP

Origin Destination Stock per capita
Indonesia Malaysia 1,070,433 2.4
Myanmar Malaysia 252,292 5.1
Vietnam Malaysia 87,272 4.5
Singapore Malaysia 79,519 0.3
Malaysia Singapore 1,123,654 3.2
Indonesia Singapore 163,237 7.7
Myanmar Thailand 1,978,348 3.1
Lao PDR Thailand 969,267 2.9
Cambodia Thailand 805,272 4.7

Sources: UN 2015a; World Development Indicators, World Bank.
Note: ASEAN = Association of Southeast Asian Nations; D-to-O GDP = destination-to-origin GDP.

Singapore and Thailand and their main sending countries increasing to at least
13 years (figure 2.3b). Interestingly, however, the tendency of sending countries to
be older is not true for Malaysia, which receives many migrants from much older
Singapore and many from Indonesia, Myanmar, and Vietnam, whose age distribu-
tions and median age are quite similar to those of Malaysia. Malaysia is expected
to age only slightly more quickly than its main sending countries by 2050.
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FIGURE 2.3
Median age in ASEAN's major migration corridors, 2015 and 2050
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Source: UN 2015b.
Note: ASEAN = Association of Southeast Asian Nations.

The cost of migrating in ASEAN: Labor mobility costs

Labor mobility costs are costs incurred by workers when switching jobs. Workers
incur these costs when they change firms and industries, whether domestically or
abroad, upon perceiving alternative employment opportunities (Hollweg et al. 2014).
Because taking advantage of these opportunities is costly, workers are often unable to
do so. All workers face a range of costs when deciding to switch jobs. Domestically,
workers must first consider job search costs, employment protection legislation, and
distance costs. Skill mismatches, which arise when skills are not perfectly transferable
across industries or firms, are also costly. The mismatches may mean that a worker’s
productivity is diminished in the new job, leading to lower wages.

International migrants consider the same costs as workers do domestically but face
additional costs including restrictive migration policies, documentation costs, and
recruitment fees. Table 2.2 lists the different financial costs faced by migrants from
Vietnam to Malaysia, based on a survey of these migrants. Fees paid to recruiters on
average make up the largest cost, though visa documentation costs are also significant.
International migrants frequently face considerable time costs associated with waiting
for documentation to be processed and approval for migration to be granted, which can
be measured as wages lost while awaiting migration. In Thailand, a recent cost-benefit
analysis of migration from Lao PDR and Cambodia to Thailand in the construction and
domestic work sectors estimates that the time costs of migration increase overall migra-
tion costs about 40 percent (figure 2.4).
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TABLE 2.2

Composition of migration costs for Vietnamese migrants to Malaysia
Us$

Cost component Average cost
Fees paid to recruiter 1,248
Visa 307
International travel 88
Local travel 69
Informal payments 30
Medical test 28
Passport 18
Health/life insurance 13
Security clearance 2
Average total cost 1,374

Source: ILO and KNOMAD 2015.

FIGURE 2.4
Estimated net benefit of migration to Thailand, by sector, with and without time costs
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In the absence of labor mobility costs, workers would be free to switch jobs in pursuit
of the highest possible wage. Instead, workers frequently do not take advantage of large
wage gains because the gains fail to outweigh the associated labor mobility costs
(Hollweg et al. 2014). The previous section discussed the significant wage gains and
employment opportunities available to migrants from ASEAN within the region.
However, in 2015, just 3.2 percent of ASEAN’s population were emigrants abroad, about
the same as the global rate. Domestic migration rates are higher, but are still low in
many Asian countries compared to other regions (UN 2013).
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Workers make decisions to switch jobs on the basis of both domestic and interna-
tional labor mobility costs. When deciding whether to migrate abroad, workers con-
sider employment alternatives available both domestically and internationally. As such,
although the focus of this book is on international migration, one must consider both
domestic and international labor mobility costs to understand the full set of alternatives
available to workers. The remainder of the chapter presents estimates of domestic and
international labor mobility costs for ASEAN countries. Box 2.1 discusses how domestic
and international labor mobility costs are estimated.

BOX 2.1
Estimating domestic and international labor mobility costs in ASEAN

Observed wage gaps between jobs are a measure of the attractiveness of different
jobs. Comparison of this attractiveness with data on actual job flows provides an
empirical indication of the labor mobility costs associated with accessing different
jobs. For example, a certain type of job offering very high wages but attracting few
workers implies very high labor mobility costs. At the sector level, if there are rela-
tively large flows of labor into a low-paying sector (for example, agriculture), this
suggests low mobility costs. This measure of labor mobility costs does not attempt to
estimate each of the costs faced by individual workers, which may vary according to
their characteristics and situation,? but rather estimates them indirectly.

As labor market frictions increase, workers become less responsive to differences
in wages between industries. If labor mobility costs are high, workers are not
expected to respond even to large wage differentials. In contrast, if these costs are
low, workers are expected to respond even to small wage differentials; thus, in equi-
librium, intersector wage differentials will be smaller. The estimated labor mobility
cost is interpreted as the average cost a worker perceives to move between sectors
for a given wage differential.

The framework to estimate labor mobility costs is based on a structural model of
worker choice in sectoral employment when labor mobility is costly. Using this
model, a worker employed in sector i can choose to (1) remain employed in sector
i or (2) move to sector j but incur a cost (for simplicity, it is assumed here that the
economy has only two sectors). This cost has a fixed component C (average mobility
cost caused by labor market frictions) and a worker-specific component € (the idio-
syncratic cost of moving from sector i to sector j) that captures personal circumstances,
such as family constraints, or other preferences. The worker's expected welfare in
sector i, EV', is the present discounted value of their real wage, a sector-specific
fixed nonpecuniary benefit, and an option value reflecting the possibility of moving
to a different sector with a higher wage. If the wage in sector j rises, a worker in sec-
tor i will experience an increase in welfare due to the higher option value, even
if the worker never actually moves.

Wage, nonpecuniary benefit, and option value are sector-specific, whereas the
idiosyncratic moving cost is specific to the worker. In each period, the worker decides
whether to move, based on which sector offers a higher expected welfare benefit net

box continues next page
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BOX 2.1
Estimating domestic and international labor mobility costs in ASEAN (continued)

of moving costs. The expected welfare benefit of moving from sector i to sector j,
(EVI— EV'), depends on the wage differential between sectors. The worker will move
from sector i to sector j if the expected welfare benefit of moving (EV/ — EV') exceeds
the cost of doing so (C + €), namely, if

EVi-EVI > C + ¢l

The model of sectoral employment choices generates flows of workers across sec-
tors of the economy where the solution to the model is the employment allocation.
The flows of workers across sectors depend on the model’s parameters, inclusive of
the mobility costs C. Itis then possible to estimate these parameters by matching the
predicted flows of workers simulated by the model with the flows of workers observed
in the data for each country. Different estimation methodologies are used, depend-
ing on the data available.

Domestic labor mobility costs are estimated for workers transitioning across nine
different sectors and joblessness (unemployment or out of the labor force). Transition
data on movements across sectors and joblessness are combined with observed wage
gaps between sectors to estimate the labor mobility cost of entering each sector as a
ratio of the annual average sectoral wage. The estimations use panel data on employ-
ment sector, average sectoral wages, and individual worker characteristics. The mobil-
ity cost parameter is estimated by matching the worker flows predicted by the model
with real data on observed average flows of workers and wages in each country.

Wages in the jobless sector are assumed to be zero. An underlying assumption is
that labor mobility is solely motivated by economic considerations. Estimates of
labor mobility costs are based on wage gaps at the average sectoral and skill level.
That is, a single wage gap is estimated for each sector and skill, though there are
many different types of workers in each sector. However, individual worker character-
istics, including gender and skill level, are considered when measuring wage gaps,
accounting for some of this heterogeneity.

Domestic labor mobility costs are estimated for Indonesia, Lao PDR, the Philippines,
and Vietnam for all workers and by gender and skill level. Great care is taken to esti-
mate domestic labor mobility costs at the same sectoral level across countries so that
results are internationally comparable. To ensure comparability, skilled workers are
defined as those who have completed vocational, university, or higher education.

International labor mobility costs are computed for workers transitioning across
sectors and countries. International bilateral migration flows, calculated as decadal
averages, are combined with decadal average country wages, expressed relative to
the ASEAN average, to estimate the labor mobility costs of entering each country. As
for domestic labor mobility costs, international labor mobility costs are expressed as
a ratio of the annual average wage. The bilateral migration flows data, which do not
distinguish between documented and undocumented flows, are obtained from the
World Bank’s Global Bilateral Migration Database. Decadal average country wages
are obtained from the Conference Board’s Total Economy Database, measured as
labor productivity (GDP) per worker. Wage data were not available for Lao PDR and
Brunei Darussalam, so employment per worker relative to the ASEAN average was
used for these countries. The international labor mobility costs to enter a given

box continues next page
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BOX 2.1
Estimating domestic and international labor mobility costs in ASEAN (continued)

ASEAN country are the same for migrants from all other ASEAN countries.
International labor mobility costs were estimated for all ASEAN countries in each
decade between 1960 and 2000. More details about the methodology are available
in Hollweg (2016).

Sources: Hollweg et al. 2014; Hollweg 2016.

2 For example, in Mexico 86 percent of voluntary job exits were found to be motivated by marriage or family
care, personal “costs” that make workers unresponsive to wage changes (Kaplan, Lederman, and
Robertson 2013).

Domestic labor mobility costs

Understanding which sectors of an economy are the least costly to enter sheds light on
which sectors may provide opportunities both to domestic workers and to workers who
are mobile across ASEAN. The analysis takes into account the fact that costs associated
with switching employment stem from various sources and vary across countries and
sectors. Because of data limitations, only four countries—Indonesia, Lao PDR, the
Philippines, and Vietnam—are considered along with nine sectors: (1) agriculture, for-
estry, and fishing; (2) mining and quarrying; (3) manufacturing; (4) utilities (electricity,
gas, and water supply); (5) construction; (6) wholesale and retail trade, restaurants, and
hotels; (7) transportation, storage, and communications; (8) finance, insurance, real
estate, and business services; and (9) social services. Labor mobility costs are estimated
by combining data on actual worker movements and wage gaps between sectors. Costs are
estimated for workers entering each of these nine sectors, as well as for a state of jobless-
ness that corresponds to either unemployment or inactivity (out of the labor force).

Labor mobility cost estimates are most useful for making comparisons across sectors
and countries. The exact magnitude of the estimated labor mobility costs depends on
several assumptions, including the level of sectoral disaggregation.* Because of this
sensitivity, comparison of the relative magnitudes of labor mobility costs across sectors
is more informative than their absolute magnitude. Labor mobility costs are expressed
as a share of annual average wages.

Table 2.3 shows estimates of within-country labor mobility costs and their standard
errors for Indonesia, Lao PDR, the Philippines, and Vietnam. The costs are expressed as
a share of annual average wages. For instance, the value of 2.23 means that the average
cost of entering the agriculture sector in Indonesia is equal to 2.23 times the annual
average wage.

Domestic labor mobility costs in ASEAN can be several multiples of annual average
wages. Workers faced with elevated labor mobility costs will likely weigh the decision
to change jobs very carefully, even when the potential payoffs, such as higher wages,
are strong. For example, workers entering Vietnam’s utilities (electricity, gas, and
water supply) sector face an average mobility cost of 22 times the annual average wage.
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TABLE 2.3
Domestic labor mobility costs in ASEAN countries, by sector
Sector Indonesia  Lao PDR Philippines Vietnam
Agriculture, forestry, and fishing 2.23 0.17 2.53 2.38
(0.13) (0.06) ©0.11) (0.17)
Mining and quarrying 3.61 3.08 5.71 2.62
(0.39) (1.16) (0.68) (0.43)
Manufacturing 1.51 0.49 3.04 1.68
(0.07) (0.07) (0.16) (0.16)
Utilities (electricity, gas, and water supply) 4.92 3.86 5.76 22.28
(0.49) (1.30) (0.62) (0.52)
Construction 2.66 1.09 2.75 3.41
(0.22) (0.18) 0.19) (0.33)
Wholesale and retail trade, restaurants, 1.41 0.67 2.23 3.16
and hotels (0.10) (0.07) (0.13) (0.21)
Transportation, storage, and 2.90 0.98 3.45 3.58
communications (0.33) (0.26) (0.12) (0.35)
Finance/insurance, real estate, 4.21 0.97 3.54 2.99
and business services 0.38) 0.35) (0.34) 0.42)
Social services 1.59 0.73 2.84 4.19
0.12) (0.14) (0.10) (0.22)
Unemployed/out of labor force 0.93 0.82 1.50 2.40
©0.11) (0.07) (0.10) (0.20)
Overall 2.78 1.28 3.54 3.60

Source: Hollweg 2016.
Note: Standard errors are shown in parentheses. The standard errors show that the labor mobility costs are
estimated with low dispersion at the 95 percent confidence level. ASEAN = Association of Southeast Asian Nations.

Because this sector employs a small share of the workforce and has very little labor turn-
over, the costs of entering it are high. Thus, there are few chances for outsiders to enter.

Among the four ASEAN member countries for which adequate data are available,
workers in Lao PDR face the lowest labor mobility costs, and workers in Vietnam and
the Philippines the highest. Simple, unweighted averages across the nine sectors of the
economy reveal that average labor mobility costs are 1.28 times the annual average wage
in Lao PDR, compared to 2.78 times in Indonesia, 3.54 in the Philippines, and 3.60 in
Vietnam. This finding is consistent with descriptive evidence of relatively more dyna-
mism in Lao PDR’s labor market, as well as this economy’s comparatively low unem-
ployment rates. Additionally, these findings largely agree with the rankings of the
countries on the Employment Protection Legislation index, which measures the rigidity
of labor markets, though Indonesia performs better in the case of labor mobility costs.
Similarly, the ranking of the four countries is similar to that of the World Economic
Forum’s measure of labor market flexibility, though Lao PDR performs better in the case
of labor mobility costs (table 2.4).
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TABLE 2.4
Ranking of four ASEAN countries on different measures of labor mobility
cost and flexibility

Labor mobility costs EPL index WEF labor market flexibility index
Lao PDR Lao PDR Indonesia

Indonesia Philippines Philippines

Philippines Vietnam Vietnam

Vietnam Indonesia Lao PDR

Sources: Hollweg (2016) for labor mobility costs, WEF Global Competitiveness Index 2015-6 for labor market
flexibility index, and World Bank (2014) for the EPL index.
Note: EPL = employment protection legislation; WEF = World Economic Forum.

Leaving employment and either becoming unemployed or exiting the labor force
generally involves the lowest labor mobility cost. The two exceptions are Lao PDR and
Vietnam, where the agricultural sector absorbs new workers even more easily than job-
lessness. In fact, in all four countries the agriculture sector is one of the least costly sec-
tors to enter. In Lao PDR, workers entering the sector incur a cost equivalent to 0.17
times the annual average wage. This is significantly lower than the labor mobility costs
of entering other sectors in the same country and much lower than the cost of entering
the agricultural sector in the other three countries. In Indonesia, these costs are 2.23
times the annual average wage, whereas in Vietnam and the Philippines, they are 2.27
times and 2.53 times annual average wages, respectively.

Costly sectors to enter include mining and quarrying; utilities; and the finance/
insurance, real estate, and business services sectors. Social services, frequently pro-
vided by the public sector, are also costly. This finding is consistent with the very low
turnover in public sector jobs prevalent across ASEAN. Outside of ASEAN, the labor
mobility costs of entering manufacturing jobs are usually quite high. In contrast, man-
ufacturing is among the least costly sectors to enter in Lao PDR and Vietnam. This
difference likely reflects the type of manufacturing undertaken in Lao PDR and
Vietnam. Workers entering manufacturing jobs in the two countries often need little
or no sector-specific knowledge and experience. This results in low wages and rela-
tively low labor mobility costs. In Indonesia and the Philippines, as for countries out-
side of ASEAN, entering manufacturing employment is relatively costly. This may
reflect the geographical concentration of manufacturing in only a few metropolitan
areas in the two archipelago countries.

International labor mobility costs

International migrants consider the same costs as domestic ones—job search costs,
skills mismatches, and severance and hiring costs—and face additional costs, including
restrictive migration policies and recruitment fees. International labor mobility costs
can arise from economic and noneconomic factors that make it costly for workers to
migrate internationally. Examples of such factors include not only distance, social net-
works in the destination, and language skills but also the monetary costs incurred to
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migrate abroad, which include transport and visa costs and recruitment agency fees.
Many of these costs are the same as those affecting within-country labor mobility costs,
and the difference between the two types of mobility costs is a matter of degree.
However, there is a crucial factor that is typically present only for international labor
mobility costs: laws limiting or restricting the free movement of workers.® Such laws are
one reason why international labor mobility costs can be much higher than within-coun-
try mobility costs. At the same time, they also give governments a direct and powerful
mechanism to influence international labor mobility costs.

Distance is a strong determinant of global migration to ASEAN countries. It is a key
component of international labor mobility costs because migrants must normally pay
more to travel farther; thus, in the presence of budget constraints, they will tend
to migrate for employment less frequently to places that are farther away. Figure 2.5
shows that migration to ASEAN countries generally declines as distance increases.
The relationship is stronger for ASEAN than for non-ASEAN destinations, reflecting
the remoteness of and lack of migration to several ASEAN countries, such as Indonesia
and the Philippines.

Distance is also a strong determinant of migration within ASEAN. The primary
migration corridors in ASEAN tend to be relatively close. The average distance between
countries in ASEAN is 1,610 kilometers; in contrast, among the countries in the pri-
mary corridors, the distance is about half that at 889 kilometers. Migration to Thailand,

FIGURE 2.5
Relationship between distance and migration to ASEAN
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TABLE 2.5

Migrant stocks and distance in ASEAN’s major migration corridors, 2015
Origin Destination Stock Distance (km)
Indonesia Malaysia 1,051,227 1,174
Myanmar Malaysia 247,768 1,635
Vietnam Malaysia 85,709 2,041
Singapore Malaysia 78,092 316
Malaysia Singapore 1,044,994 316
Indonesia Singapore 152,681 886
Myanmar Thailand 1,892,480 576
Lao PDR Thailand 926,427 525
Cambodia Thailand 750,109 536

Sources: UN 2015a; GeoDist Database, CEPII.
Note: ASEAN = Association of Southeast Asian Nations; CEPIl = Centre d'Etudes Prospectives et d’Informations
Internationales; km = kilometers.

in particular, is dominated by its neighbors. About 500 kilometers® separate the primary
cities of Cambodia, Lao PDR, and Myanmar from that of Thailand. Fewer than 1,000
kilometers separate Singapore from the primary origins of its migrants (table 2.5). As
with other determinants of migration, the story is different for Malaysia, which attracts
migrants from a longer distance, including Vietnam, which is 2,041 kilometers from
Malaysia, and Myanmar, which is 1,635 kilometers away.

Although distance is a key factor of international labor mobility costs, potential
migrants are not always dissuaded by long distances. Figure 2.6 shows the share of emi-
gration from each ASEAN country to every global destination by the distance to that
destination, shown on the x axis. Cambodia, Lao PDR, and Myanmar (ASEAN’s least-
developed countries), and Malaysia all send most of their migrants to neighboring
countries (Thailand in the case of the first three, and Singapore in the case of the
Malaysia). However, the majority of migrants from all other ASEAN countries are in
countries that are more than 5,000 kilometers or so away, about the distance from
Manila (the Philippines) to Riyadh (Saudi Arabia). This suggests that distance is not the
only important cost in migration decisions.

Networks play a key role in lowering international labor mobility costs by reducing
migrants’ lack of knowledge about the destination. Social networks not only ease
mobility but also assist migrants in adjusting to and integrating into the destination
country. Figure 2.7 shows the emigrant share from a given country in 1980 on the
x axis, a proxy for established diaspora networks in a host country, and the emigrant
share from a given country in 2015 on the y axis. The figure shows that migrant net-
works are strongly correlated with migration flows to ASEAN destinations.

Given the many factors influencing the costs of migrating, how costly is it for work-
ers within ASEAN to move from one economy to another? The international labor
mobility costs faced by workers crossing borders within ASEAN are estimated using
data on international migration flows and wage gaps between countries.” As for
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FIGURE 2.6
Cumulative distribution of migration from ASEAN countries over distance
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FIGURE 2.7
Relationship between networks and migration to ASEAN, 1980 and 2015
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within-country labor mobility costs, international labor mobility costs can be expressed
as a percentage of the average annual wage.® Costs were estimated for all ASEAN
member countries for each decade between the 1960s and the 2000s (table 2.6). For
example, in the 1960s the labor mobility cost of moving into Cambodia was 6.48 times
its annual average wage.

ASEAN countries that are more open to globalization and that have developed
more advanced migration systems tend to have lower international labor mobility
costs. Malaysia and Singapore have the lowest international labor mobility costs in
ASEAN. In the 2000s, workers entering Malaysia faced labor mobility costs equal to
3.02 times the Malaysian annual average wage, while those entering Singapore faced
costs of 5.43 times the Singaporean annual average wage. Workers migrating to
Myanmar and Vietnam, in contrast, confronted costs of more than 11 times the
annual average wage. The lower international mobility costs in Malaysia and Singapore
reflect their openness to globalization, their efforts to develop migration systems that
meet labor market needs, and their geographic centrality in the ASEAN region.

TABLE 2.6
International labor mobility costs in ASEAN countries, 1960-2000
Country 1960 1970 1980 1990 2000
Cambodia 6.48 7.06 11.85 10.76 8.77
(0.83) (1.06) (1.23) (1.43) (1.41)
Indonesia 10.65 10.81 10.59 10.35 10.33
(0.81) (0.69) (0.68) (0.76) ©0.77)
Lao PDR 8.96 9.04 9.28 10.33 10.15
(0.94) (1.10) (1.32) (1.52) (1.45)
Malaysia 8.28 5.32 4.01 3.04 3.02
(1.19) (0.90) (0.46) (0.49) (0.65)
Myanmar 9.85 11.30 10.94 11.90 11.58
(1.04) (0.92) (1.04) (1.28) (1.20)
Philippines 11.57 11.27 9.65 11.12 10.44
(0.91) (0.67) (0.65) (0.76) (0.63)
Singapore 7.15 4.64 4.87 5.75 5.43
(1.09) (1.00) (0.40) (0.36) (0.47)
Thailand 7.52 8.34 10.17 9.77 8.50
(0.95) (0.91) (0.82) (0.99) (1.17)
Vietnam 11.68 12.49 13.35 13.58 11.22
©.71) 0.72) (0.88) 0.91) (0.99)
ASEAN average 9.13 8.92 9.41 9.62 8.83

Source: Hollweg 2016.
Note: Standard errors are shown in parentheses. They show that the labor mobility costs are estimated with low
dispersion at the 95% confidence level.
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Thailand, another main migrant-receiving country in ASEAN, has a much less
developed migration system, high levels of undocumented migration, and higher
international labor mobility costs. ASEAN’s major migrant-sending countries tend to
impose restrictions on immigrants, including high-skilled workers, which is reflected
in their high mobility costs. No matter where workers wish to migrate in ASEAN,
they face mobility costs several times the annual average wage, suggesting potential
weaknesses in the migration process that make migrating for work difficult.

The costs faced by workers to migrate from one country within the ASEAN region to
another increased from the 1960s to the 1990s. The average international labor mobility
cost across the sample of nine ASEAN member countries for which data were available
was 9.13 times the annual average wage in the 1960s, compared to 9.62 times in the
1990s (table 2.6). As most ASEAN member countries grew rapidly between the 1960s
and the 1990s, international migration flows did not increase proportionally to the
countries’ rapid internal development. In some countries—such as Cambodia,
Myanmar, and Vietnam—fragility and conflict dampened in-migration. However, the
trend of increasing international labor mobility costs between the 1960s and the 1990s
did not hold for all ASEAN member countries. In Singapore, labor mobility costs
declined between the 1960s and 1970s, before remaining relatively steady, whereas in
Malaysia, labor mobility costs declined throughout this period. Both countries experi-
enced significant economic growth during these periods, and both were more open to
globalization than their ASEAN peers. As both came to rely on large inflows of low-
skilled labor, both also developed sophisticated migration systems relative to other
ASEAN countries, as chapter 6 shows.

Between the 1990s and the 2000s, the trend of generally rising international labor
mobility costs that had previously dominated the ASEAN countries was reversed.
During this period, average labor mobility costs fell from 9.62 to 8.83 times the annual
average wage for ASEAN as a whole. Between the 1990s and the 2000s, labor mobility
costs dropped for all countries in ASEAN. The reduction was most pronounced for
Cambodia (18 percent), Thailand (13 percent), and Vietnam (17 percent). The reverse of
the previous trend of rising labor mobility costs was due, at least in part, to the increased
integration of ASEAN countries in the regional and world economy, which created
increased opportunities for migration in several ASEAN countries. Moreover, all
ASEAN countries, particularly the primary receiving ones, have worked in recent years
to improve their immigration systems.

Low-skilled workers are likely the beneficiaries of reductions in international
labor mobility costs that have made migration abroad less expensive. Generally, low-
skilled migrants are more sensitive to migration costs. For example, low-skilled
migrants, both from ASEAN countries to global destinations and within ASEAN,
are more likely to migrate to a neighboring country and avoid more distant, more
expensive destinations. About 30 percent of low-skilled migrants from ASEAN travel
to neighboring countries (represented by the starting position on the vertical axis in
figure 2.8), compared to a negligible share of high-skilled migrants. In fact, about
60 percent of ASEAN’s high-skilled migrants travel more than 12,500 kilometers.
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FIGURE 2.8
Cumulative distribution of migration from ASEAN countries over distance,
by skill level
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FIGURE 2.9
Cumulative distribution of intra-ASEAN migration over distance, by skill level
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Even though distances are much shorter within ASEAN, the story remains the same
within the region: high-skilled migrants tend to travel farther than low-skilled ones
(figure 2.9). The increase in intra-ASEAN migration in recent years, mostly low-
skilled, is consistent with lower migration costs resulting from increased integration
and globalization benefiting mostly low-skilled migrants.

Notes

1. Young people are more likely to migrate in part because they have a longer working
period over which to gain from migration compared to older people (Zaiceva and
Zimmermann 2014).

2. A higher real exchange rate ratio decreases migration by increasing purchasing power in the
origin relative to the destination.

3. Allreferences to GDP and GDP per capita are PPP (constant 2011 international dollars) from
the World Bank’s World Development Indicators.

4. The higher the degree of sectoral disaggregation, the fewer the observed transitions and the
higher the estimated mobility costs. An alternative disaggregation by sectors is presented in
the online appendix, which is available on the World Bank’s Open Knowledge Repository,
at www.openknowledge.worldbank.org.

5. Examples of domestic restrictions on labor mobility include China’s hukou system and
Vietnam’s o khau system.

6. Distances refer to the distance in kilometers between the origin and the destination’s largest
city.

7. Chapter 1 describes the pros and cons of the different available data sources on bilateral
migration flows. The data do not permit a distinction to be made between documented and
undocumented migration flows.

8. Aswith domestic labor mobility costs, the relative magnitude of different international labor
mobility costs is more informative than interpretation of their absolute magnitude.

References

Beaman, Lori A.2012. “Social Networks and the Dynamics of Labour Market Outcomes:
Evidence from Refugees Resettled in the U.S” Review of Economic Studies 79 (1):
128-61.

Beine, Michel, and Christopher Parsons. 2015. “Climatic Factors as a Determinants
of International Migration” Scandinavian Journal of Economics 117 (2):
723-67.

Beine, Michel, Simone Bertoli, and Jests Ferniandez-Huertas Moraga. 2015. “A
Practitioners’ Guide to Gravity Models of International Migration” The World
Economy 39 (4): 496—512.

Beine, Michel, Pauline Bourgeon, and Jean-Charles Bricongne. 2013. “Aggregate
Fluctuations and International Migration.” Working Paper 4379, Center for Economic
Studies and Ifo Institute, Munich.


http://www.openknowledge.worldbank.org

THE DETERMINANTS OF MIGRATION IN ASEAN | 79

Beine, Michel, Frédéric Docquier, and Caglar Ozden. 2011. “Diasporas”” Journal of
Development Economics 95 (1): 30—41.

Belot, Micheéle V. K., and Timothy J. Hatton. 2012. “Immigrant Selection in the OECD.
Scandinavian Journal of Economics 114 (4): 1105-28.

Bertoli, Simone, and Jests Fernandez-Huertas Moraga. 2013. “Multilateral Resistance
to Migration”” Journal of Development Economics 102: 79-100.

——.2015. “The Size of the Cliff at the Border” Regional Science and Urban Economics
51: 1-6.

Bylander, Maryann. 2016. “Cambodian Migration to Thailand: The Role of Environmental
Shocks and Stress” Working Paper 7, Global Knowledge Partnership on Migration
and Development (KNOMAD), Washington, DC.

Clark, Ximena, Timothy J. Hatton, and Jeffrey G. Williamson. 2007. “Explaining
U.S. Immigration 1971-1998” Review of Economics and Statistics 89 (2):
359-73.

Coppel, Jonathan, Jean-Christophe Dumont, and Ignazio Visco. 2001. “Trends in
Immigration and Economic Consequences” Working Paper 284, Economics
Department, Organisation for Economic Co-operation and Development, Paris.

Czaika, Mathias, and Christopher R. Parsons. 2016. “The Gravity of High-Skilled
Migration Policies” KNOMAD Working Paper 13, Global Knowledge Partnership
on Migration and Development (KNOMAD), Washington, DC.

Docquier, Frédéric, Giovanni Peri, and Ilse Ruyssen. 2014. “The Cross-Country
Determinants of Potential and Actual Migration” International Migration Review
48 (S1): S37-S99.

Facchini, Giovanni, and Elisabetta Lodigiani. 2014. “Attracting Skilled Immigrants:
An Overview of Recent Policy Developments in Advanced Countries” National
Institute Economic Review 229 (1): R3-21.

Hatton, Timothy J. 2005. “Explaining Trends in UK Immigration” Journal of Population
Economics 18(4): 719-40.

Hollweg, Claire. 2016. “Labor Mobility and Labor Market Integration in ASEAN”
Background Paper, Washington, DC: World Bank.

Hollweg, Claire, Daniel Lederman, Diego Rojas, and Elizabeth Ruppert Bulmer. 2014.
Sticky Feet: How Labor Market Frictions Shape the Impact of International Trade on
Jobs and Wages. Washington, DC: World Bank.

Holumyong, Charampor, and Sureeporn Punpuing. 2014. “A Cost-Benefit Analysis of
the Legal Status of Migrant Workers in Thailand” In Managing International
Migration for Development in East Asia, edited by Richard H. Adams and Ahmad
Ahsan, 263-282. Washington, DC: World Bank.

ILO (International Labor Organization). 2014. Global Wage Report 2014/15: Asia and
the Pacific Supplement. Bangkok: ILO.

ILO and KNOMAD (Global Knowledge Partnership on Migration and Development).
2015. “Migration Cost Survey: Vietnamese Workers in Malaysia” Petaling Jaya,
Malaysia.



80 | MIGRATING TO OPPORTUNITY

Jajri, Idris, and Rahmah Ismail. 2014. “Determinants of Migration from ASEAN-3 into
Malaysia” Asian-Pacific Economic Literature 28 (2): 56—62.

Jasso, Guillermina, and Mark R. Rosenzweig. 2008. “Selection Criteria and the Skill
Composition of Immigrants: A Comparative Analysis of Australian and U.S.
Employment Immigration” Discussion Paper 3564, Institute for the Study of Labor,
Bonn.

Mayda, Ana Maria. 2010. “International Migration: A Panel Data Analysis of the
Determinants of Bilateral Flows”” Journal of Population Economics 23(4): 1249-74.

McKenzie, David, and Hillel Rapoport. 2007. “Network Effects and the Dynamics of
Migration and Inequality: Theory and Evidence from Mexico” Journal of Development
Economics 84 (1): 1-24.

Munshi, Kaivan. 2003. “Networks in the Modern Economy: Mexican Migrants in the
US Labor Market” Quarterly Journal of Economics 118 (2): 549-99.

Ortega, Francesc, and Giovanni Peri. 2013. “The Effect of Income and Immigration
Policies on International Migration” Migration Studies 1 (1): 47-74.

Sanglaoid, Utis, Sumalee Santipolvut, and Rewat Thamma-Apiroam. 2014. “The Impacts
of ASEAN Labour Migration to Thailand upon the Thai Economy” International
Journal of Economics and Finance 6 (8): 118-28.

Shrestha, Maheshwor. 2017. “Push and Pull: A Study of International Migration from
Nepal” Policy Research Working Paper 7965, World Bank, Washington, DC.

UN (United Nations). 2013. International Migration Policies: Government Views and
Priorities. New York: United Nations.

——.2015a. Trends in International Migrant Stock: The 2015 Revision. United Nations
database, POP/DB/MIG/Stock/Rev.2015.

———.2015b. World Population Prospects: The 2015 Revision. Department of Economic
and Social Affairs Population Division. DVD Edition.

World Bank. 2012. Gaining from Migration: Migration Trends and Policy Lessons in the
Greater Mekong Sub-region. Policy Note. World Bank, Bangkok.

——. 2014. East Asia Pacific at Work: Employment, Enterprise, and Well-being.
Washington, DC: World Bank.

Zaiceva, Anzelika, and Klaus F. Zimmermann. 2014. “Migration and the Demographic
Shift” Discussion Paper 8743, Institute for the Study of Labor, Bonn.



CHAPTER 3

The Impacts of Migration in ASEAN
Countries

Introduction

Countries in the Association of Southeast Asian Nations (ASEAN) have somewhat dif-
ferent concerns about the impacts of migration than do the Organisation for Economic
Co-operation and Development (OECD) countries that dominate the migration litera-
ture. The migration systems of ASEAN host countries are designed to accept mostly
temporary migrants, meaning that integration is less of a concern and the impact of
undocumented migration is more of a concern. Malaysia and Thailand have become
migration hubs before they have become high-income countries, provoking concerns
that an overreliance on low-skilled migrants is impeding technological upgrading and
escape from the middle-income trap. Concerns about remittances are largely unique to
sending countries outside of the OECD.

This chapter reviews the impacts that migrants have on both origins and destina-
tions to help illustrate the potential costs and benefits of migration in ASEAN countries.
It draws on the international literature but focuses on ASEAN countries to address
their unique concerns whenever possible. The chapter shows that migrants can fill
labor shortages, facilitate skills upgrading, and generate economic growth in destina-
tion countries. In the case of labor market outcomes in destination countries, the
impacts are generally quite small. In some cases, particularly where domestic labor
market policies are rigid, negative impacts are observed. In origin countries, migrants
and remittances can provide an important source of stabilizing income with significant
effects on poverty.
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Impacts on destination countries
Economic growth

Immigration can have important benefits for economic development. The impact of
migration on economic growth is important because it determines whether those
who gain from migration can compensate those who lose out (Felbermayr and Jung
2009; Felbermayr and Kohler 2009). Research from outside of ASEAN finds that the
effect of immigration on gross domestic product (GDP) per capita and income per cap-
ita is generally small in the short run and other recent research finds negligible or
slightly positive impacts of immigration on economic growth (Brunow, Nijkamp, and
Poot 2015). There is evidence, however, that the impact varies by immigrant skill level;
the human capital flowing into a country with immigrants can compensate for the dilu-
tion effect of immigrant labor on the capital-labor ratio, though the former does not
always outweigh the latter. Orefice (2010), for instance, finds that skilled migration
increases GDP per capita, but that low-skilled migration has a negative effect. Studying
22 OECD member countries between 1986 and 2006 and controlling for the skill com-
position of migrants, Boubtane, Dumont, and Rault (2016) find that permanent migra-
tion has a positive, though small, effect on economic growth. Ortega and Peri (2009)
find that immigration increases GDP and employment at the same rate, resulting in a
null effect of migration on GDP. Using a full set of bilateral migrant stocks for 2000,
Felbermayr and Jung (2009) find that a 10 percent increase in migrant stocks leads to a
gain of 2.2 percent in per capita income.

There is more evidence of positive impacts of migration on economic growth in
the longer run. Brunow, Nijkamp, and Poot (2015) provide what they describe as
“fairly weak” evidence that in the long run migration to high-income countries
increases growth. A study of immigration to the United States between 1960 and
2006 found that a 1 percent increase in employment in a state resulting from immi-
gration led to a 0.5 percent increase in income per worker in that state (Peri 2012).
Ortega and Peri (2014) find that an increase in the share of immigrants in the popula-
tion leads to an increase in long-run per capita income. The authors suggest that
diversity of country of origin leads to more differentiated skills in the workforce of the
host country, with positive impacts on productivity. Additionally, recent research
suggests that unskilled migrants over time can increase economic growth as they
become integrated into the host country and their educational levels increase (Dadush
2014). This is an important factor to consider in ASEAN countries, where most
migration is temporary, restricting a potential channel for migration to have a posi-
tive impact on economic growth.

Evidence from ASEAN is generally consistent with the international findings.
In Malaysia, computable general equilibrium (CGE) modeling finds that a 10 percent
net increase in low-skilled immigrant workers increases real GDP by 1.1 percent
(Ahsan et al. 2014). Low-skilled immigrants keep salaries low, which in turn lowers
domestic prices and production costs and increases export growth (World Bank
2015). The result is that unskilled employment and profits increase, leading to
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increased investment and demand for (mostly Malaysian) skilled workers, who are
complementary to the low-skilled migrants. Domestic demand is boosted through
salary increases for skilled workers, which in turn boosts public revenue collection.
Malaysia’s tight labor market and the complementarity of the skills of local and
migrant workers are key factors explaining these results. More generally, Malaysia’s
relatively open immigration policy has allowed investors to benefit from Malaysia’s
advanced infrastructure and reliable business environment while also having access
to low-cost labor.

Research from other ASEAN receiving countries finds similar positive, though small,
impacts of immigration on GDP (Ahsan et al. 2014). In Thailand, where labor markets
are also tight, recent analysis estimates that without migrants in the labor force GDP
would fall by 0.75 percent (Pholphirul, Kamlai, and Rukumnuaykit 2010). In another
study, Sanglaoid, Santipolvut, and Phuwanich (2014) use a CGE model to analyze the
impact of policies that would increase the number of foreign workers in Thailand. Each
policy considered would result in an increase in GDP, though the increase is higher for
policies impacting low-skilled migrants. Research on Singapore finds that immigrant
labor has been responsible for a significant portion of the country’s GDP growth, apart
from the period after the 1997 Asian crisis (Ahsan et al. 2014). Recent modeling sug-
gests that skilled immigrants promote growth in Singapore but that there are diminish-
ing returns because the benefits of the complementarity between capital and skilled
labor are exhausted (Thangavelu 2012; see also Thangavelu 2016). Though finding no
impact of immigration on economic growth in the same decade, research finds that
immigration into countries with high income or high net inward migration, or both—
including Brunei Darussalam, Malaysia, and Singapore—has positive long-run impacts
on growth in GDP per capita (Brunow, Nijkamp, and Poot 2015). The positive impacts
seem to be related to increases in total factor productivity.

Competitiveness

International evidence suggests that, in the longer run, foreign workers may promote
competitiveness. Studying immigration to U.S. states between 1960 and 2006, Peri
(2012) finds that immigration is associated with growth in total factor productivity.
Using migration to 20 OECD countries between 1960 and 2005, Mariya and Tritah
(2009) find that migration increases labor productivity, likely by increasing total factor
productivity in the long run. Also studying OECD countries, this time between 1986
and 2006, Boubtane, Dumont, and Rault (2016) find that a 50 percent increase in per-
manent net migration increases productivity growth by 0.3 percentage point.

There is some evidence that these positive productivity impacts result from the spe-
cialization of local and migrant workers. In certain contexts, low-skilled immigration
seems to facilitate the efficient specialization of less educated local workers into occu-
pations that require communication and of migrant workers into occupations that are
manually intensive (D’Amuri and Peri 2011; Peri and Sparber 2012). The same seems to
be true for highly educated immigrants and locals as well (Peri and Sparber 2011).
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This implies that, instead of being substitutes, foreign and local workers at similar skill
levels can be complements and enhance productivity. Cost savings and labor-intensive
production techniques are other possible channels for immigration to impact produc-
tivity positively.

Some evidence suggests that positive productivity impacts are limited to high-skilled
immigrants. Kangasniemi et al. (2012) find that migrant workers have a positive, long-
term effect on productivity in the United Kingdom but a negative effect in Spain,
suggesting that the former is superior at assimilating migrants or has better selectivity.
Investigating Israeli manufacturing firms, Paserman (2008) finds that a firm’s share of
immigrants is negatively correlated with productivity in low-technology industries but
positively correlated in high-technology industries. Finally, Huber et al. (2010) provide
evidence that high-skilled migrants to the European Union positively impact productiv-
ity in skill-intensive industries.

Research from the United States and Europe shows that skilled migration is also
associated with innovation and entrepreneurship. High-skilled migrants can lead to
the formation of new businesses and to the introduction of new products and ser-
vices (Nathan 2014). They can encourage trade and foreign direct investment (FDI)
linkages, connect host and source countries through business networks, and facili-
tate the diffusion of technology (Docquier and Rapoport 2012).

The evidence on the productivity impacts of immigration is mixed in ASEAN.
However, there is no strong evidence that low-skilled migrants have a negative impact
on productivity. Several studies have been undertaken in Malaysia. Noor, Said, and Jalil
(2011) find that immigration had a positive impact on productivity in the Malaysian
manufacturing sector between 1972 and 2005. A 1 percent increase in immigrant labor
led to a 0.17 percent increase in value added per worker. Bachtiar, Fahmy, and Ismail
(2015) find impacts that vary by skill level, with unskilled immigrant workers having no
impact on output growth in five manufacturing subsectors and higher-skilled workers
generally having a positive impact. Ismail and Yuliyusman (2014) detect a negative
impact of unskilled migrant workers on sectoral output growth in manufacturing,
services, and construction between 1990 and 2010; but they find a positive impact for
skilled and semi-skilled labor.

In Thailand, Pholphirul and Rukumnuaykit (2013) find that employing more unskilled
workers does not affect participation in innovation activities but reduces the likelihood
and amount of spending on research and development (R&D), though results lose sta-
tistical significance when broken down by firm size, into importers and exporters, and
by domestic and foreign ownership. Employing more skilled workers has no effect on
innovation or R&D spending. However, the study does not deal with the potential endo-
geneity of the share of migrants hired by a firm and spending on innovation and R&D.
Anecdotally, there are reports that migrant fishery workers have been important in the
development of fish production in Thailand by increasing the productivity of locals
working as boat captains and boat builders. Overall, evidence from Thailand and similar
evidence from the Republic of Korea is inconclusive or shows no impact of unskilled
immigrants on productivity (Ahsan et al. 2014).
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There is some evidence that immigration positively benefits competitiveness by
increasing profitability even as labor productivity declines. Increased profitability allows
firms to invest more, which could result in future productivity growth. In one study of
manufacturing in Malaysia between 2000 and 2006, a 1 percent increase in the share of
immigrant workers led productivity to decline by 0.6 percent on average. However,
immigration also meant that unit labor costs declined, resulting in improvements to
competitiveness and allowing future profits to be invested (Yean and Siang 2014). In
Korea, unskilled migrants have been found to impact the profitability of Korean small
and medium-size firms with no impact on productivity identified (Ahsan et al. 2014).

Countries that receive significant low-skilled immigration flows may be concerned
that the presence of low-skilled migrants hinders the adoption of labor-saving tech-
nologies, perhaps even hindering the transition from middle- to high-income econo-
mies.! Though there is evidence that immigrants result in a decline in the capital-to-labor
ratio in Malaysia and some other East Asian countries, low-skilled immigrants to
Malaysia have also facilitated skills upgrading of locals by freeing them to pursue more
education and more skilled occupations (Ahsan et al. 2014; World Bank 2015). While
foreign workers in Malaysia remain mostly less educated, since 2001 the Malaysian pop-
ulation with at least some secondary education has increased by 20 percentage points
(figure 3.1). At the same time, migrant workers in Malaysia first filled shortages in agri-
culture, as Malaysians shifted into high value-added manufacturing, and then in manu-
facturing, as Malaysians shifted to services. Additionally, although labor productivity
has fallen in the manufacturing sector in Malaysia, low-wage foreign workers have
allowed the country to sustain its trade competitiveness (Rasiah 2014). In Thailand,

FIGURE 3.1
The education level of Malaysian and migrant workers, 2001 and 2014

a. 2001 b. 2014
90 - 80
80 70
70 60 -
N 60 | . 50-
c i c
5 5 40
B 401 =
30 - 30
20 - 20 A
! ] ol
0 . L .  ——
No formal Some Post- No formal Some Post-
or primary secondary secondary or primary secondary secondary

Malaysian workers B Migrant workers

Source: World Bank 2015.



86 | MIGRATING TO OPPORTUNITY

FIGURE 3.2
International students enrolled in tertiary education in ASEAN destinations
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research suggests that additional workers who are less educated have not resulted in the
expansion of labor-intensive sectors relative to skill-intensive ones (Ahsan et al. 2014).

ASEAN’s growing student migrant population is a potential source of high-skilled
labor that could increase competitiveness in the future. Several ASEAN destinations are
becoming hubs for student migrants (figure 3.2). International students are increasingly
seen as a source of high-skilled labor during and after education, in part because employ-
ers in host countries have more information about their qualifications. International stu-
dents can also be an important market for the development of the domestic educational
industry of host countries (ADBI, ILO, and OECD 2014). Malaysia hosts about 60,000
international students, and Singapore and Thailand about 50,000. This compares to the
55,000 international students hosted by Korea and the 150,000 hosted by Canada.
Although in most ASEAN countries these numbers represent just a small share of stu-
dents, in Singapore they represent as many as one-fifth. This compares with interna-
tional students making up about 2 percent of tertiary enrollment in Korea. In some
cases, these international students are from within ASEAN. The top three choices for
students from Cambodia and the Lao People’s Democratic Republic include Thailand
and Vietnam, whereas students from Myanmar choose schools in Thailand. Malaysia is
the third choice of migrants from Brunei Darussalam and Indonesia (Batalova,
Shymonyak, and Sugiyarto 2017).

Employment and wages

Most evidence from high-income countries finds that migration has small impacts on the
labor market outcomes of locals. Studying immigration to OECD member countries in the
1990s, Docquier, Ozden, and Peri (2014) find that immigration had small, but positive,
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impacts on the wages and employment of both low-skilled and all local workers, even
under pessimistic scenarios. A recent meta-analysis of seven studies, all of high-income
countries, shows that increasing the share of immigrants by 1 percentage point in a local
labor market results in declines in local employment of just 0.01 percent and in local wages
of 0.03 percent (Longhi, Nijkamp, and Poot 2010).

Results are similarly small in East Asian countries, though positive impacts have
been found in some cases. Ahsan et al. (2014) compile research from several East Asian
countries and find that the impact of immigration on labor market outcomes is gener-
ally small; research in Korea shows that migrants do not adversely impact local employ-
ment and evidence from Singapore suggests that immigrants workers have a negligible
impact on the wages of local workers. Recent research in Malaysia suggests that immi-
gration has a positive impact on employment. Econometric techniques controlling for
the possibility of reverse causality were used to isolate the causal impact of immigrants
to Malaysia on the employment of locals (Del Carpio et al. 2015). Immigration to a given
Malaysian state is found to increase the employment of local workers: an additional 10
immigrants in a state results in the inflow of 7.6 Malaysians to that state, more than 5 of
whom are employed. Moreover, there is a a slight increase in the out-of-the-labor-force
population. However, these individuals are almost entirely composed of women doing
unpaid work at home or students. These results imply that immigration to a state
induces demand for more local workers, who bring along their spouses and children.

Previous research on the impact of migrant workers on wages in Malaysia has found
small, though negative, impacts (Athukorala and Devadason 2012; Narayanan and Yew-
Wah 2014; Yean and Siang 2014). However, this literature did not distinguish between
the effect on existing immigrant workers and Malaysians. Ozden and Wagner (2016)
analyze the impact of immigrants on the wages of Malaysian and immigrant workers
separately. Consistent with the previous literature, the results show a small decrease in
wages overall. However, when the impacts on Malaysians and immigrants are sepa-
rated, the results are more nuanced: a 10 percentage point increase in immigration
results in a small increase in the wages of Malaysian workers but a large decrease in the
wages of immigrant workers (figure 3.3).

The results from Malaysia suggest a potential mechanism whereby immigrant arriv-
als generate employment. Concerns about the impact of immigration on employment
and wages are often based on the assumption that immigrants and local workers are
substitutes. An increase in the labor supply owing to increased immigration then
implies more competition and wage declines. But lower production costs resulting from
cheaper immigrant workers may result in an expansion of output. In Malaysia, immi-
gration reduces the wages of foreign workers, lowering production costs and enabling
output expansions. These expansions in output then demand the increases in employ-
ment described above (Ozden and Wagner 2016).

Certain groups of local workers, particularly low-skilled ones, can be negatively
affected by immigration, though these impacts are also generally small. The research in
Korea presented in Ahsan et al. (2014) shows that a 1 percent increase in unskilled
migrants is associated with a 0.09 percent reduction in the wages of unskilled locals but
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FIGURE 3.3
Wage impacts of a 10 percent increase in immigrants in Malaysia
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also a 0.3 percent increase in the wages of professionals. In Thailand, negative wage
impacts from doubling the number of immigrant workers in five immigration-intensive
provinces are isolated to less-skilled local workers. The wages of those with lower
primary education fall by 0.03 percent and of those with upper primary education by
0.79 percent, whereas local workers with high school and college education bene-
fit from wage increases of 0.56 and 0.57 percent, respectively (Lathapipat 2014)
(figure 3.4). This suggests that low-skilled foreign workers increase the productivity of
better-educated Thai workers. In Malaysia, the positive impacts of immigration on
employment are smaller for the least educated locals who compete directly with immi-
grants (Del Carpio et al. 2015). Those with primary and lower secondary education gain
the most in terms of employment from immigration, perhaps a signal that lower-
middle-skilled locals have complementarities with immigrants, likely a result of lan-
guage skills.? Similar to Thailand, the impact of immigration to Malaysia on wages is
small and positive for more highly educated local workers but modestly negative for
local workers with at most primary education (figure 3.3).
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FIGURE 3.4
Change in the wages of Thai workers due to the doubling of the size of the
immigrant workforce in five immigration-intensive provinces
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The impacts of migration on employment and wages depend on the rigidity of labor
markets. Rigid labor markets characterized by strong employment protection legislation
(EPL) (for instance, rules regarding firing, temporary employment, and collective dis-
missal) can make it more difficult for workers to switch jobs, firms, and geographic loca-
tions to adjust to, and benefit from, the presence of immigrant workers. In a meta-analysis
of the impact of immigration on labor market outcomes, Longhi, Nijkamp, and Poot
(2010) find that wage rigidity amplifies the negative impact of immigration on locals. In
Europe, labor markets with high firing costs, rigid wages, and high business entry costs
experience more job losses among locals owing to immigration (Angrist and Kugler
2003). There is evidence that these job losses arise because rigid labor markets disrupt
the reallocation of less-skilled local workers to jobs requiring more complex skills as
migrants increase the supply of less complex skills (D’Amuri and Peri 2014).3

Population aging

Migration is frequently suggested as a possible means to counteract the negative effects of
population aging, which include smaller labor forces. As discussed in chapter 1, there is
significant variation in the demographies of ASEAN countries. This suggests that younger
countries, such as Indonesia, Lao PDR, and Myanmar, could boost the labor forces of older
countries, such as Singapore, while providing relief to their slack labor markets. Simulations
of the impact of permanent and temporary migration on the labor forces of migrant ori-
gins and destinations in East Asia and Pacific suggest that migration within East Asia could
result in such an effect (Ozden and Testaverde 2015). The simulations find that, compared
with the baseline, migration will increase the labor forces of East Asian destinations in
2050 by 8 million people in the case of permanent migration and by 4.5 million people in
the case of temporary migration (figure 3.5a). In contrast, the labor forces of East Asian
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FIGURE 3.5
Impact of migration on the labor forces of East Asian destination and origin
countries, 2010-50
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Note: The destination economies are Hong Kong SAR, China; Japan; Korea; Malaysia; and Singapore. The origin
countries are Cambodia, Indonesia, Lao PDR, Mongolia, Myanmar, Papua New Guinea, the Philippines, Thailand,
Timor-Leste, and Vietnam.

origins will be 17 million people smaller in the case of permanent migration and nearly 9
million people smaller in the case of temporary migration (figure 3.5b).

Migration may help counteract the shrinking of working age populations through
indirect channels as well. It may help increase female labor force participation and,
more speculatively, fertility rates. Low-skilled immigrants to the United States have
eased the tradeoff between labor force participation, childbearing, and household work
for high-skilled women (Cortes and Tessada 2011; Furtado and Hock 2010). The exten-
sion of work permits to foreign domestic workers was associated with an increased
female labor force participation rate in Hong Kong SAR, China, for mothers with young
children (Cortes and Pan 2013; see also Chan 2006; Suen 1994; Tan and Gibson 2013).
Foreign domestic workers in the United States and Italy have been shown to allow
highly skilled American and Italian women, respectively, to spend more time at work
(Barone and Mocceti 2011; Cortes and Tessada 2011). The large presence of female
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FIGURE 3.6
Age distribution in East Asian destination countries, 2050
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The temporary migration scenario and the baseline scenario converge at the 35-39 age group.

domestic workers in Malaysia, Singapore, and Thailand makes this channel particularly
important in these economies. Singapore has even introduced a grant to help families
employ foreign domestic workers to take care of the frail elderly (Dstbye et al. 2013).
Still, there is concern that the scale of migration may be insufficient to counteract the
negative effects of population aging (Zaiceva and Zimmerman 2014).

The temporary nature of most migration in the ASEAN region means that some of
the downsides of migration for population aging will not arise. Permanent migration
can bring aging problems of its own because permanent migrants themselves age.
Figure 3.6 shows the age distribution in East Asian destination countries in 2050 with
temporary and permanent migration. Temporary migration does indeed boost the
younger end of the population distribution. However, permanent migration shifts the
distribution up along all age groups. This implies that permanent migration will likely
boost the labor force of destination countries but also increase the older age population
over time as migrants age and their behavior converges with that of locals. This issue is
of less concern in ASEAN where most migration is temporary. Indeed, most evidence
shows that higher fertility rates of immigrants converge quite quickly with those of
locals (World Bank 2016).

Fiscal impacts

Migration imposes fiscal costs on destination country governments but also brings fiscal
benefits. Most studies have found small impacts of between plus and minus 1 percent of
GDP (UNDP 2009). Although immigrants do impose costs by increasing the demand for
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public services, they also have a positive fiscal impact through tax contributions. The
fiscal impact of immigration depends on the generosity of the welfare state, particularly
its generosity to immigrants, and on immigrants’ tax and pension contributions (OECD
2013; Ratha, Mohapatra, and Scheja 2011). This is true of undocumented immigrants as
well. In OECD countries, the tax and social security contributions of immigrants matter
more than the benefits they receive in determining their fiscal impact (OECD 2013). Still,
mismatches can occur because immigrants frequently receive services from providers
at the local level but contribute taxes at the national level.

Although evidence of the fiscal impact of immigration in ASEAN is very limited,
there is reason to believe that the effect should be small. Research from the OECD finds
that impacts are more favorable when labor migration dominates, immigrants have
higher employment rates, and immigrant populations are relatively young (OECD 2013).
This is because younger migrants tend to be healthier and use fewer services, whereas
employed migrants tend to use fewer services and contribute more in taxes and social
security. All three of these factors are true of migration in ASEAN. As shown in chapter 1,
employment rates among migrants are high in most cases. With the notable exception of
Malaysia, migrants are significantly younger than the host country’s population.

Prices

Immigration affects prices, particularly the cost of nontradable goods and services. In
theory, the impact of immigration on prices is unclear—immigrants may increase prices
by increasing demand or may lower prices if lower production costs are passed through
to prices. However, most evidence shows that immigration lowers prices. Studies from
the United Kingdom and the United States find that immigration leads to reductions of
the prices of goods in sectors that are heavily reliant on immigrant labor and in the
prices of immigrant-intensive services (Cortes 2008; Frattini 2014). In the case of the
United States, the price reductions are particularly beneficial to the high-skilled locals
who consume more of these services. Cross-country research finds that a 10 percent
increase in the immigrant worker share can lead to declines in prices by as much as
3 percentage points. This evidence suggests that the findings of the studies from the
United Kingdom and the United States are generalizable, though there is evidence that
the result is explained by immigrant consumption habits rather than lower production
costs (Zachariadis 2012).

Crime

Immigration can have an impact on crime for several reasons. Immigrants may differ
from the local population in their likelihood to commit crimes, may improve or harm
the opportunities of locals and so change crime rates among them, or may change the
composition of an area, attracting or repelling locals who are likely to commit crimes.
Both locals and immigrants who can find employment are less likely to commit crimes
because the benefits of legal activity are more likely to outweigh the risk of loss from
illegal activity, which in the case of immigrants, may involve deportation.
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FIGURE 3.7
Impact of immigration on crime rates in Malaysia
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International evidence tends to find that immigration has no effect on crime, par-
ticularly violent crime, and can even lead to a decrease in crime (Adelman et al. 2017;
Bell 2014; Bell, Fasani, and Machin 2013; Bianchi, Buonanno, and Pinotti 2012; Spenkuch
2013). The labor market outcomes of migrants are particularly important, however. For
instance, an increase in asylum seekers, who are generally prevented from seeking
employment, was found to result in slight increases in property crime in the United
Kingdom (Bell, Fasini, and Machin 2013).

Recent research from Malaysia is consistent with this international evidence.
Studying crime rates based on data from the Royal Malaysian Police between 2003 and
2010 and controlling for potential endogeneity problems and potential undercounting
of undocumented immigrants, Ozden, Testaverde, and Wagner (2017) find that an
increase of 100,000 immigrants to a Malaysian state reduces the total number of crimes
committed by 1.5 percent (figure 3.7). Most of the reduction in crime is due to improved
socioeconomic outcomes, particularly an increase in the local employment rate and a
decrease in a state’s share of less-educated men. This is especially true for property
crimes. Immigration does not seem to affect violent crime through these socioeco-
nomic channels, meaning that the reduction in violent crime is related to immigrants’
lower propensity to commit crimes or to other factors, such as increased law enforce-
ment activity in states with more immigrants.

Knowledge gaps

Although significant research exists on the wage and employment impacts of migration
on host countries in the OECD area, the literature is much more limited in ASEAN
countries, and research on the longer-term impacts of migration is limited everywhere.
Except for some recent work in Malaysia, Singapore, and Thailand, rigorous analysis
of the impacts of migration on receiving countries has been limited. Even in OECD
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member countries, only more recently has research tried to understand the impact of
immigration on productivity and competitiveness, firm dynamics, prices, agglomera-
tion, and other longer-term outcomes. As countries in ASEAN continue to develop,
understanding the impact of immigration on firm productivity, skills upgrading, and
technological advancement will be important.

Impacts on origin countries

Losing members of a country’s workforce to out-migration would, on its own, lead to
less economic growth as skilled individuals depart and the size of the economy shrinks
(Bodvarsson and Van den Berg 2009a). However, such declines are not inevitable.
Remittances, migrant networks, and changes in incentives to obtain more education
mean that emigration can have important links to economic development in source
countries.

Indeed, there is some evidence that, in the longer run, net emigration from develop-
ing countries has a positive impact on growth in those countries (Brunow, Nijkamp, and
Poot 2015). Research on the impacts of migration on sending countries in ASEAN is
limited. But recent work in East Asia, which includes findings from ASEAN countries,
suggests that origins benefit from migration in the short run through remittances,
although longer-run impacts and those related to brain drain, brain gain, and brain
circulation are less clear (Ahsan et al. 2014).

Remittances

Remittances represent significant financial inflows in several ASEAN countries. About
US$62 billion in remittances were sent to ASEAN countries in 2015, US$20 billion from
them, and US$9 billion among them. In 2015 total remittances were 10 percent of GDP
in the Philippines, 7 percent in Vietnam, 5 percent in Myanmar, and 3 percent in
Cambodia (table 3.1). More than half of all remittances in these latter two countries
originated in other ASEAN countries. Consistent with most of their migrants being
outside of ASEAN, the other two large recipients of remittances—the Philippines and
Vietnam—received more than 90 percent of remittances from outside of ASEAN.
Households in Indonesia received the most remittances in U.S. dollar terms from other
ASEAN countries. Several ASEAN countries are also significant sources of remittances,
though households received about three times more remittances in ASEAN countries
than they sent from them (table 3.2). Notably, 78 percent of remittances sent from
Malaysia were sent within ASEAN, primarily to Indonesia and the Philippines. China is
the primary recipient of remittances from Indonesia, Myanmar, the Philippines,
Singapore, and Vietnam, which all send most of their remittances to outside ASEAN.

Macroeconomic impacts
Such sizable financial flows can be critical components of the economies of origin coun-
tries. Compared to other private and public financial flows, remittances are a relatively
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TABLE 3.1
Remittances received in ASEAN countries, 2015
(Millions of 2015 US$)

Recipient From ASEAN From non-ASEAN Total % ASEAN % of GDP
Brunei Darussalam — — — — —
Cambodia 330 213 542 61 3
Indonesia 2,721 6,910 9,631 28 1
Lao PDR 63 30 93 68 1
Malaysia 1,068 575 1,643 65 1
Myanmar 1,832 1,405 3,236 57

Philippines 1,852 26,631 28,483 7 10
Singapore — — — — —
Thailand 927 4,291 5,218 18 1
Vietnam 348 12,652 13,000 3 7
Source: Bilateral Remittance Matrix, World Bank.

Note: — = not available; ASEAN = Association of Southeast Asian Nations.

TABLE 3.2

Remittances sent from ASEAN countries, 2015
(Millions of 2015 US$)

Sender To ASEAN To non-ASEAN Total % ASEAN
Brunei Darussalam 148 512 660 22
Cambodia 264 15 279 95
Indonesia 103 731 834 12
Lao PDR 45 17 62 73
Malaysia 4,631 1,324 5,955 78
Myanmar 0 408 408 0
Philippines 10 510 520

Singapore 1,643 4,578 6,220 26
Thailand 2,268 2,210 4,478 51
Vietnam 26 82 107 24

Source: Bilateral Remittance Matrix, World Bank.
Note: ASEAN = Association of Southeast Asian Nations.

stable source of income that tends to be countercyclical: remittances tend to rise when
the origin country has a negative economic outlook (Chami, Hakura, and Montiel
2012). The stable and compensatory nature of remittances means that they play a key
role in stabilizing the aggregate economy of recipient countries. Because large flows of
remittances increase a country’s financial reserves, they boost confidence and expecta-
tions (Ahsan et al. 2014).

Remittances have other potential benefits. They can increase household consump-
tion and, consequently, can increase the revenue that governments receive from taxes
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on consumption. Additionally, households receiving remittances are less compelled to
take on debt, which can eventually boost the debt sustainability of the entire economy
(Ahsan et al. 2014).

Remittances can also affect financial development. To explore the relationship
between remittances and financial inclusion, Anzoategui, Demirgii¢-Kunt, and Peria
(2014) exploit household information from El Salvador and find that receiving remit-
tances boosts the average likelihood of having a deposit account at a financial institu-
tion by 11 percentage points. One possible explanation is that recipients need bank
accounts to safely store remittances that are “lumpy” in nature. This engagement with
the banking system increases the chances of the recipient getting to know other finan-
cial products, which can lead to increased demand for them. At the same time, remit-
tances may also increase an individual’s probability of obtaining a loan. First, processing
remittances flows provides financial institutions with better information on the recipi-
ent’s income. Second, if remittances are used to purchase land or housing, these assets
can be used as collateral to obtain loans.

However, remittances can have negative effects on the source country’s economy
when the flows are large and adequate policies are not in place. International remit-
tances can transmit external business cycles (Chami, Hakura, and Montiel 2012). For
example, in 2008 Vietnam had to cope with an interruption of remittance inflows due
to the global economic downturn, which created macroeconomic imbalances in the
economy (Ahsan et al. 2014). Rising inflows of remittances may also exert pressure to
appreciate the real exchange rate in recipient countries, thereby increasing unit labor
costs and reducing the competitiveness of exports. Consequently, resources might be
reallocated from the tradable to the nontradable sector, leading to “Dutch disease”
when a proactive, long-term approach to managing them is absent (Lartey, Mandelman,
and Acosta 2012).

Income, consumption, and labor market impacts

Members of the household who do not migrate benefit from from the poverty-reducing
effect of remittances. Using a novel database covering 71 developing countries, Adams
and Page (2005) estimate that a 10 percent increase in remittances is associated with a
3.5 percent reduction in the proportion of poor households. In the Philippines,
Rodriguez (1998) finds that households with a migrant abroad had roughly 6.5 percent
more income than nonmigrant families. Using more recent data for the Philippines,
Ducanes (2015) estimates that households that are able to send a member abroad have
twofold or threefold greater odds of escaping poverty. Similarly, Yang and Martinez
(2006) exploit the exchange rate shocks during the 1997 Asian financial crisis to mea-
sure how a drastic change in remittances inflows affected poverty. Results suggest that
a rise in remittances of 10 percentage points is associated with a 2.9 percentage point
decrease in the poverty headcount among migrant families. Similar results are found for
Vietnam, where foreign remittances decreased the poverty headcount of recipients by
approximately 2 percentage points (Viet 2008). A recent study by Adams and Cuecuecha
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(2014) finds that in Indonesia families receiving remittances in 2007 but not in 2000
were less likely to be poor by almost 28 percent.

There are many reasons why remittances can reduce poverty. By injecting money
into the household budget, remittances relax the credit constraints of stayers, allowing
them to engage in entrepreneurship and income-generating activities and to invest in
human capital accumulation and health care. Moreover, international remittances may
act as insurance against income shocks and can smooth consumption during these
periods. Studying emigration from the Philippines, Yang and Choi (2007) find that
remittances fall when the income of the left-behind household rises, whereas they
increase when that income falls, serving as a cushion against negative shocks. The size
of this insurance effect appears to be very large: about 60 percent of negative income
shocks are replaced by remittances.

The poorest households tend to use remittances as safety nets and spend them on
consumption. Spending the additional income associated with remittances on con-
sumption goods, such as food, is important to support poor families in the short term.
However, spending the additional income on productive goods such as education and
health may foster development in the medium and long term. In general, the use of
remittances depends on household income. Remittances sent to families at the bottom
of the income distribution are more likely to act as safety nets and be spent on con-
sumption. For example, Adams and Cuecuecha (2014) find that recipients of remit-
tances in Indonesia increase their marginal expenditures on food by almost 6 percent.
Conversely, no effect is found on children’s school enrollment and attendance (Nguyen
and Purnamasari 2014).

Wealthier households are less likely to use remittances for consumption. Migrants
from Vietnam and the Philippines, for example, typically do not belong to the poor-
est families. As a result, the money these migrants send home is more likely to
be spent on productive and investment goods. Using data from the 2006 and 2008
Vietnam Household Living Standard Surveys, Cuong and Mont (2012) find that most
of the international remittances received are spent on housing and land and on debt
repayment and saving, with their impact on consumption-based poverty very limited.
Similarly, Cabegin and Alba (2014) estimate a 40 percent decrease in food consump-
tion for migrant households in the Philippines, while they find an increase of roughly
90 percent in expenditures on housing and 60 percent on education and health care.
Additionally, when faced with exogenous rises in remittances, Filipinos mainly use
the additional resources for investment rather than current consumption (Yang
2008).

Emigration and remittances may also alter work incentives by increasing household
income. Using Labor Force Survey data for the Philippines, Rodriguez and Tiongson
(2001) provide evidence that having a migrant in the family reduces the labor force
participation of stayers by almost 28 percent. This finding appears to be particularly
important for left-behind wives; in the absence of the migrant husband, women in the
Philippines have been shown either to switch to part-time jobs or to completely
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withdraw from the labor force (Cabegin 2013). This decrease in labor supply, however,
is mostly due to an increase in time spent in home production (for example, child care)
rather than in time spent in consuming leisure. Yang (2008) also finds that recipients of
remittances remove children from the labor force and keep them in school longer: one
standard deviation increase in remittances is associated with a 1.6 percentage point
increase in the probability of being in school. The study also finds that the remittances
increase hours worked in self-employment and the likelihood that households under-
take capital-intensive entrepreneurial activities.

Wages

Evidence from outside of ASEAN finds that emigration increases the wages of workers
in source countries. The departure of a large number of migrant workers from a source
country’s labor force can result in a labor supply shift that increases the wages of those
nonmigrant workers who remain in the source country. For instance, Hanson (2007)
finds that, in Mexican states with significant levels of migration, wages rose 6 to
9 percent relative to those in states with low migration levels. Also in Mexico, Mishra
(2007) estimates that a migration-induced 10 percent decrease in workers in a given
skill group increased average wages by about 4 percent. Similar results have been found
for Poland (Dustmann, Frattini, and Rosso 2015), Moldova (Bouton, Paul, and Tiongson
2011), Puerto Rico (Borjas 2008), and Honduras (Gagnon 2011). The increase in wages
often varies across skill groups. In Mexico, the largest wage increases found by Mishra
(2007) were among higher-wage earners. Though not found to explain the entire
increase in wage inequality in Mexico, out-migration is likely a contributing factor
(Mishra 2014).

Brain drain, brain gain, and brain circulation

The migration rates of high-skilled individuals are high in several ASEAN countries.
The emigration rates of tertiary-educated individuals to OECD member countries in
2010 were quite high in several less-developed ASEAN countries, but also in more-
developed ones like Singapore and Malaysia (figure 3.8). Fifteen percent of tertiary-
educated individuals emigrated from Cambodia and Lao PDR in 2010, and 11 percent
from Vietnam. The rates were also somewhat elevated in Malaysia, the Philippines,
and Singapore compared to Indonesia and Thailand. Student migration is also a sig-
nificant factor for several ASEAN countries (figure 3.9). Vietnam and Malaysia each
had more than 40,000 students in the OECD in 2014 representing the 9th and 10th
most important sources of student migrants globally. The high emigration rates and
significant international student population of many ASEAN countries are consis-
tent with a perception that several ASEAN countries have less capacity to retain
talent, as measured by the World Economic Forum’s Global Competitiveness Index
(figure 3.10). While Singapore and Malaysia have comparable scores to the United
States, the United Kingdom, and Canada, ASEAN’s other countries have signifi-
cantly lower scores.
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FIGURE 3.8
Emigration rates of the tertiary educated from ASEAN to OECD countries, 2010
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Source: ADBI, ILO, and OECD 2016.
Note: OECD = Organisation for Economic Co-operation and Development.

FIGURE 3.9
International students from ASEAN countries enrolled in tertiary education in
OECD countries, 2014
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Source: OECD Education at a Glance, extracted from the OECD Education Database (http://www.oecd.org
/education/database.htm).
Note: OECD = Organisation for Economic Co-operation and Development.
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FIGURE 3.10
Capacity to retain talent in ASEAN and comparator countries, 2015-16

7 7
6
54
4
34
24
14

Index

0 T T T T T T T T T T T T 1

Source: Global Competitiveness Index, World Economic Forum 2015-2016 (http://reports.weforum.org/global
-competitiveness-index/).
Note: Highest capacity is designated by a score of “7.” ASEAN = Association of Southeast Asian Nations.

The emigration of the highly skilled—or “brain drain”—is often perceived to be costly
for developing countries. The early literature on this type of emigration emphasized its
negative effects, including source countries paying for training that is then used abroad
and being depleted of the human capital necessary for technological upgrading, adapta-
tion, and, ultimately, economic growth (Bhagwati and Hamada 1974; Bhagwati and
Rodriguez 1975; Miyagiwa 1991; Wong and Yip 1999). This was viewed as particularly
problematic in developing countries, where scarce resources were invested in the cre-
ation of human capital that was not used domestically (Bodvarsson and Van den Berg
2009a). Student migration may also have detrimental effects for origin countries.
Though in this case host countries shoulder much of the burden of educating student
migrants, youth studying abroad have advantages in the foreign marriage and labor
markets compared to potential migrants educated in the origin country (Rosenzweig
2008). Obtaining tertiary education abroad may then be a route to permanent or long-
term emigration with similar impacts to those associated with brain drain.

However, the negative effects of “brain drain” in sending countries may be overstated
and may in fact be outweighed by “brain circulation” Indeed, the extent of high-skilled
emigration may be exaggerated when patterns of worker training, experience, and edu-
cation are not considered. High-skilled emigrants may have complex patterns of educa-
tion, work experience, and migration that obscure their impact on the welfare of sending
and receiving countries. In the case of doctors born or trained (or both) in Africa but
practicing in the United States, Ozden and Phillips (2015) show that nearly 50 percent
of African-born doctors were trained outside of their birth country, 15 percent were
trained in Africa but born outside of the continent, and many gained experience work-
ing in their birth countries. Indeed, there does not seem to be strong evidence that
Africa suffers significant brain gain or brain loss (Docquier and Rapoport 2012).
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Additionally, high-skilled emigration can have positive impacts on source countries
by incentivizing human capital formation. In contrast to the earlier literature, which
emphasized the downside to human capital of high-skilled emigration, newer research
suggests that high-skilled emigration could actually increase human capital formation by
increasing the perceived returns to education and encouraging current nonmigrants to
invest more in education (Stark, Helmenstein, and Prskawetz 1998). Studying this pos-
sibility, Beine, Docquier, and Rapoport (2008) find that the prospect of high-skilled
migration does in fact have a positive impact on human capital formation (see Beine,
Docquier, and Oden-Defoort 2011). Overall, doubling the high-skilled emigration rate
results in a 5 percent increase in the human capital formation of the local population in
the sending country. However, the impact varies across countries. In Indonesia and
Thailand, where high-skilled emigration rates are relatively low, high-skilled emigration
is found to have increased the share of high-skilled workers (figure 3.11). Yet the very
elevated high-skilled emigration rates in Cambodia, Lao PDR, and Vietnam are found to
outweigh the incentive effect to acquire more human capital. In these countries, high-
skilled emigration is found to have resulted in a smaller share of high-skilled workers.

Migration may also lead to “brain circulation” rather than “brain drain” In general,
the likelihood of skilled professionals returning to source countries increases with
source country characteristics such as growth prospects, though individual factors
also seem to matter (Docquier and Rapoport 2012). Studying the “best and brightest
academic performers” from Tonga, Papua New Guinea, and New Zealand, Gibson

FIGURE 3.11
Net effect of high-skilled emigration on the share of high-skilled workers in ASEAN
source countries
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and McKenzie (2011) show that return migration is motivated by family and lifestyle
factors rather than income opportunities. Still, foreign-acquired skills can allow
returnees to earn a wage premium compared with nonmigrants when they return to
their origin countries (Wahba 2015a). International migration also raises the chances
of upward occupational mobility of returnees compared to nonmigrants (Wahba
2015b). When migrants return to their country of origin, they often bring savings accu-
mulated while abroad. Similar to remittances, the additional income can ease credit
constraints and facilitate the creation of businesses or self-employment (McCormick
and Wahba 2001; Wahba and Zenou 2012).

The presence of migrants in destination countries can reduce the cost of transferring
knowledge, ideas, and capital (Docquier and Rapoport 2012). Migration is generally
found to increase trade flows. For instance, Felbermayr and Jung (2009) find that a
1 percent increase in the bilateral stock of migrants increases bilateral trade by
0.11 percent, though there does not seem to be a difference in the pro-trade effects of
low- and high-skilled migrants. Migrants, particularly high-skilled ones, can also result
in higher FDI flows to their origin countries (Docquier and Rapoport 2012). For
instance, Tong (2005) shows that ethnic Chinese networks help facilitate FDI flows in
Southeast Asia. A similar effect occurs for technology diffusion across borders. Kerr
(2008) uses patent citations to show that ethnic networks facilitate knowledge transfer,
even increasing the labor productivity of manufacturing in home countries.

Skilled emigration may also have an impact on domestic institutions. Studying
foreign-educated students, Spilimbergo (2009) finds that foreign students promote
democracy in their source countries, but only if their education is obtained in demo-
cratic countries. Docquier et al. (2016) find that openness to emigration, as measured by
the total emigration rate, improves institutional quality in source countries regardless of
the skill level of emigrants. Similar to Spilimbergo (2009), the results only hold for emi-
gration to wealthy democracies.

Knowledge gaps

Though substantial research has been done in ASEAN countries on the impact of remit-
tances and emigration on origin countries, more work is necessary. Additional research
is needed to understand the effect of remittances on longer-term outcomes and on the
complex process of brain drain, gain, and circulation. Given the increasing importance
of intra-ASEAN migration, further research on the interactions among education, emi-
gration, and return could show how regional agreements could help maximize the ben-
efits and minimize the costs associated with these three phenomena.

Attitudes toward migrants
Evidence on attitude formation

Understanding the drivers of public attitudes toward migrants is important to inform
how policy makers can generate support for policies that take advantage of the benefits
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of migration. There has been increasing interest in understanding what drives attitudes
toward migrants globally, with particular attention being paid to whether attitudes are
driven by economic factors resulting from the impact of immigration on the well-being
of locals or from noneconomic factors such as concerns about the social and cultural
impacts of immigration. Where economic factors drive attitudes, policy makers can
focus on ensuring that policies are in place to minimize negative effects from migration
and to assist those who lose out. Where noneconomic factors drive these attitudes,
there is some new evidence that information about migration can counteract concerns,
creating room for policies that take advantage of the benefits of migration.

Concerns about labor market competition seem to play a role in the formation of
attitudes toward migrants. Several prominent investigations of the drivers of attitudes
toward immigration are based on theoretical models that posit that these attitudes
depend on the relative supply of low- and high-skilled migrants. Increases in low-skilled
immigrants are posited to reduce the wages of low-skilled local workers (and increase
those of high-skilled workers) and lead to more negative (positive) attitudes toward
immigrants among the low- (high-) skilled. Scheve and Slaughter (2001) find that lower
skilled workers in the United States are more likely to prefer limiting immigration.
Mayda (2006) finds cross-country evidence for this economic explanation, showing that
skilled individuals are more likely to support immigration in countries in which locals
are more skilled than immigrants. O’Rourke and Sinnott (2006) find further support for
the conclusions of Mayda (2006).

The potential fiscal impacts of immigration also seem to play a role in attitude
formation. Dustmann and Preston (2006) find support that immigration attitudes in
Europe are based on concerns about the fiscal burden of immigration. Dustmann and
Preston (2007) show that these concerns are held more strongly among the British by
the more educated, who are most likely to be affected by immigrants with higher wel-
fare dependency. Hanson, Scheve, and Slaughter (2007) corroborate this finding in the
United States. Drawing on cross-country evidence, Facchini and Mayda (2009) find that
preferences in countries where immigrants are less skilled than locals tend to become
more favorable toward immigration as the skill level of locals increases but less favor-
able as their income increases. The implication is that the fiscal impact driver matters—
higher-income individuals are assumed to bear a larger fiscal burden when immigration
is low skilled—but so does the labor market competition driver: higher-skilled individu-
als are better off when there are more low-skilled immigrants. Facchini and Mayda
(2012) then show evidence that this is true in Europe using a survey that directly mea-
sures attitudes toward skilled migration.

However, noneconomic factors such as concerns about the social and cultural
impacts of immigrants are also important in attitude formation. As shown earlier in
the chapter, the employment, wage, and fiscal impacts of immigration on locals are
generally found to be quite small or even positive, leading to a question of why locals
would be concerned about such effects. Further, the use of education as an indication
of skill might be problematic as education is also correlated with support for cultural
diversity and with less ethnocentrism (Hainmueller and Hopkins 2014). Indeed, much
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of the literature showing the importance of economic factors also finds that noneco-
nomic variables such as concerns about immigrants’ impact on crime and culture are
correlated with attitudes toward migration (Dustmann and Preston 2007; Facchini
and Mayda 2012 Mayda 2006; O’'Rourke and Sinnott 2006). Like Facchini and Mayda
(2012), Hainmueller and Hiscox (2010) use a direct survey of attitudes in the United
States and show that both low- and high-skilled locals prefer high- over low-skilled
immigrants, which runs contrary to the predictions of the labor competition model.
Rich and poor locals are also found to be opposed to low-skilled immigration, which
runs contrary to the prediction of the fiscal impact model. Hainmueller and Hiscox
(2007) provide similar evidence for Europe. Finally, attitudes toward different types of
migrants can be different. O’Rourke and Sinnott (2006) show that attitudes are gener-
ally more favorable toward refugees.

Information campaigns may help counteract noneconomic concerns related to
migration. A recent large-scale randomized experiment presented Japanese citizens
with information about positive economic and social impacts of immigration
(Facchini, Margalit, and Nakata 2016). Those provided information about the poten-
tial effect of immigrants on Japan’s pension crisis increased their support for allow-
ing more immigrants by 21 percentage points. Those provided information about
immigration’s potential role in counteracting Japan’s shrinking population increased
support by 15 percentage points, while those provided information about immigra-
tion’s potential role in alleviating Japan’s caregiver shortage increased support by 19
percentage points. Similar increases were identified in support for increasing tempo-
rary work visas. There was also a positive impact on willingness to sign a petition of
support for a more open immigration policy. The effects decreased, but remained
positive, 10 to 12 days later. The authors suggest that the impact is driven by exposing
participants to new information.

Attitudes toward migration in ASEAN

Attitudes toward migrants differ significantly across ASEAN countries, varying
mostly according to whether a country is a host or sending country and generally, but
not always, more positive in heavily migrant-dependent Singapore. In its periodic
assessment of government views on migration, the United Nations found that most
ASEAN countries view the level of immigration to their country to be satisfactory
(table 3.3). However, Malaysia and Singapore, two of the region’s receiving countries,
viewed immigration to be too high. These two countries, in addition to Lao PDR, also
view emigration to be too high. Cambodia and Indonesia, two of the region’s sending
countries, in addition to Vietnam and Thailand, which send migrants globally, view
emigration as too low.

Individual attitudes toward migrants show a similar pattern. An ILO study of indi-
vidual attitudes finds skepticism toward immigration in Malaysia, Singapore, and
Thailand, though views are more moderate in Singapore (Tunon and Baruah 2012).
Respondents in Singapore were more likely than respondents in Malaysia and Thailand
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TABLE 3.3

Government attitudes toward migrants in ASEAN countries
Country View on immigration View on emigration
Brunei Darussalam Satisfactory Satisfactory
Cambodia Satisfactory Too low
Indonesia Satisfactory Too low
Lao PDR Satisfactory Too high
Malaysia Too high Too high
Myanmar Satisfactory Satisfactory
Philippines Satisfactory Satisfactory
Singapore Too high Too high
Thailand Satisfactory Too low
Vietnam Satisfactory Too low

Source: UN 2013.
Note: ASEAN = Association of Southeast Asian Nations.

to think that migrants make a positive economic contribution and less likely to think
they have a negative social impact. In Malaysia and Thailand, about 80 percent of
respondents believed that migrants commit a large number of crimes, versus 52 percent
in Singapore. Beliefs about cultural impacts were different: respondents in Malaysia and
Singapore were more likely to believe that immigrants threatened culture and heritage,
and about 80 percent of survey respondents in each country expressed an interest in
making government immigration policies more restrictive. There was significantly less
support for reducing high-skilled immigration.

Further evidence on attitudes toward immigrants comes from the World Values
Survey, which is a compilation of similar nationally representative surveys about
human beliefs and values. Data are available for six ASEAN countries for the two
most recent survey waves (2005-09 and 2010-14). About 60 percent of respondents
in Malaysia and Thailand mentioned immigrants or foreign workers when asked
whom they would not like to have as neighbors (figure 3.12a). Substantially less than
half of respondents mentioned immigrants or foreign workers in the four other
ASEAN countries for which data are available. Attitudes are more positive in
Indonesia, the Philippines, and Vietnam, which send many migrants, but also in
Singapore, a receiving country.

Across ASEAN countries, most respondents agree that employers should prioritize
hiring “people of this country over immigrants” when jobs are scarce. Agreement is
highest in Malaysia and Thailand, at about 90 percent, somewhat lower at 74 percent
in Singapore, and lowest in the Philippines and Vietnam, which are sending countries
(figure 3.12b). In Malaysia and Thailand, the most popular immigration policy is
“strict limits,” whereas respondents in Vietnam are the only ones who prefer a lax
immigration policy of “let[ting] anyone come” (figure 3.12c).
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FIGURE 3.12
Attitudes toward migrants and migration policy in ASEAN countries
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c. Immigration policy (% of respondents)
Immigration policy Malaysia Thailand Indonesia Vietnam
Don't know 0 0 4 8
Let anyone come 2 5 6 46
As long as jobs available 8 16 14 25
Strict limits 72 65 69 21
Prohibit people from coming 18 14 8 1

Source: World Values Survey 2015.

Note: The darker cells indicate the most frequent response. The wave is 2010-14 for Malaysia, the Philippines,
Singapore, and Thailand, and 2005-09 for Indonesia and Vietnam for panels a and b. The wave is 2005-09 for panel c.
For access to the survey, visit http://www.worldvaluessurvey.org/wvs.jsp.

Finally, an electronic survey* of ASEAN countries undertaken for this book, which
included mostly highly educated individuals who visited World Bank Group websites,
showed individuals to have fairly skeptical views of migration (figure 3.13). Respondents
were about evenly split in their views on whether labor immigration is good or bad.
Fifty-one percent of people believed that immigration would be somewhat or very good
for their country, whereas 47 percent believed that more people coming would be
somewhat or very bad (figure 3.13a). Opinions were about evenly split between whether
immigration or emigration was a cause for concern, though worries about low-skilled
immigration and high-skilled emigration dominated. Of the respondents surveyed,
29 percent worried most about unskilled immigrants and 17 percent about skilled
immigrants, whereas 36 percent worried most about skilled emigrants and 5 percent
about unskilled emigrants (figure 3.13b).
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FIGURE 3.13
Attitudes toward migration and emigration in ASEAN countries
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a. If more people from neighboring countries b. Which of the following best represents
were to seek jobs in your own country, do you your views of people moving to/out of
think this would be... your country for work?

1.8%

14.0%

17.3%

4.5%

e 28.5%

35.7%

%1 Very good for your country [ Skilled workers coming into my

country worry me most
B Somewhat good for your country v y

B Unskilled workers coming into my

B Somewhat bad for your country country worry me most

8 Very bad for your country I Skilled workers leaving my country
M Don't know worry me most

I Unskilled workers leaving my country
worry me most

M None of the above
worry

Source: Based on World Bank survey data.
Note: ASEAN = Association of Southeast Asian Nations.

Notes

1. See, for instance, Bank Negara Malaysia (2010).

2. Investigating the Malaysian manufacturing sector, Jajri and Ismail (2006) find that whether
Malaysian and migrant workers are substitutes or complements depends on the manufactur-
ing subsector’s skill mix and product type.

3. Rigid labor markets can also have an impact on the ability of existing migrants to react to
further immigration. D’Amuri, Ottaviano, and Peri (2010) find that immigration to Germany
in the 1990s had a small or no effect on the employment and wages of locals but negative
impacts on the employment and small negative impacts on the wages of existing immigrants.
The relatively larger impacts on existing immigrants were found to be the result of wage
rigidities such as generous unemployment benefits.

4. The electronic survey was posted in February 2016 on the World Bank Group country sites
of Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, the Philippines, Singapore, Thailand,
and Vietnam. There were 1,139 respondents from all countries.
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CHAPTER 4

Trade Integration and Labor Mobility in
the ASEAN Economic Community

Introduction

The trade integration measures adopted as part of the ASEAN Economic Community
(AEC) will not substitute for the flows of workers among ASEAN countries. ASEAN
member states created the AEC to deepen economic integration and trade within
ASEAN through the creation of a single market. The AEC, formally established in late
2015, is working to establish a single market by removing tariffs and liberalizing nontar-
iff barriers to trade.! A natural assumption might be that these measures to enhance
trade integration would lead to less migration among ASEAN countries because freer
cross-border trade reduces the need for people to migrate across borders. Indeed,
economic theory has traditionally taken this view. As the first part of this chapter shows,
however, the experience of two other regional trade blocs—the European Union (EU)
and the North American Free Trade Agreement (NAFTA), which both include free
mobility provisions—contradict these expectations. Both regions experienced tempo-
rary increases in international migration following integration. Consistent with other
structural factors driving migration, increased integration under the AEC is then not
likely to lead to a decline in migration, though it will likely not lead to persistently larger
flows either.

Online appendixes are available in the World Bank’s Open Knowledge Repository at www.openknowledge.worldbank.org

117


http://www.openknowledge.worldbank.org

118 | MIGRATING TO OPPORTUNITY

NAFTA and the EU also represent different models of how to address regional
mobility in the context of trade integration. The AEC envisions skilled workers moving
freely among ASEAN countries. However, its efforts to facilitate this movement have
thus far been limited, and its focus on high-skilled workers alone ignores the vast
majority of intra-ASEAN migrants. Like the AEC, NAFTA has special mobility provi-
sions only for high-skilled workers, though its approach is more expansive. The EU, in
contrast, has implemented policies with the explicit objective of overcoming obstacles
to migration between member countries. For ASEAN countries, the EU is a more
ambitious model of how to foster the free flow of labor, while NAFTA is a model of a
more cautious, limited approach that, nonetheless, goes beyond what is currently envi-
sioned for the AEC.

The second part of this chapter investigates how welfare is affected by trade inte-
gration under different assumptions about how the AEC’s policies on labor mobility
evolve. Building on economic theory, experience from other regional free trade blocs,
and formal economic modeling, simulations are used to investigate how ASEAN will
best be able to maximize the gains from the interplay between enhanced trade liber-
alization and freer migration. The simulations make it possible to investigate how the
labor market effects of enhanced trade integration across the ASEAN region differ
under two distinct scenarios: (1) the AEC’s measures to reduce labor mobility costs
for skilled services workers are fully implemented and reduce labor mobility costs
for these workers; and (2) the AEC expands its mobility facilitation measures so that
labor mobility costs are reduced for all workers regardless of skill and sector of
employment.

The simulations are innovative because, unlike previous models of trade integration,
they consider how the costs for workers to move within and across countries affect the
gains from this integration. For the ASEAN region as a whole, the effects of enhanced
trade integration on wages differ across simulations and are negative in some cases. In
contrast, the simulation results point to unambiguously more positive effects on
employment and worker welfare when trade liberalization includes a reduction in labor
mobility costs. For welfare in particular, the simulations show a positive impact of
efforts to lower international labor mobility costs for skilled workers. Welfare gains will
be even larger and more broad-based, however, if measures are taken to reduce labor
mobility costs for all workers, not just skilled services workers. These results imply that
the AEC can maximize the gains from trade by combining trade liberalization with
comprehensive reductions in labor mobility costs for all workers.

Migration and regional integration
Economic theory

The theoretical literature analyzing the relationship between international trade and
labor migration has typically treated trade and migration as substitutes. In other words,
models assumed that freer trade would reduce economic incentives to migrate and that
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freer mobility would reduce economic incentives to trade. The most influential early
academic paper is by Mundell (1957) and is based on the canonical Heckscher-Ohlin
model (Heckscher 1919; Ohlin 1933). The central assumption of Mundell’s theory is that
the relative abundance of factors of production differs across countries, as in the
Heckscher-Ohlin model. This assumption explains why international trade might be
worthwhile: countries with a relative abundance of labor can gain from exporting goods
that require a relatively high proportion of labor input in exchange for importing rela-
tively capital-intensive goods. Importantly, under this and five other assumptions made
by Mundell,* free trade leads to an equalization of wages between countries, even if labor
cannot move freely between them. Thus, under the premise that international migration
is solely motivated by economic considerations and, in particular, by the exploitation of
wage gaps between countries, liberalizing international trade exhausts any incentive for
labor migration. Conversely, Mundell’s theoretical model implies that, if international
mobility of capital and labor between countries is possible, then the resulting capital and
migration flows will lead to an equalization of the relative abundances of production fac-
tors across countries. This, in turn, implies that trade is no longer worthwhile.

However, more recent theoretical literature has shown that trade and migration can
in fact be complements. In the 1980s, Markusen (1983) and other economists began to
challenge the prevailing view that trade and migration were necessarily substitutes. In
his paper, Markusen presents five simple models that, in contrast to the Heckscher-
Ohlin model, all assume an identical relative abundance of factors of production across
countries. At the same time, Markusen successively relaxes each of the other five basic
assumptions underlying Mundell’s theory. Markusen shows that two important results
hold in each of his five models. First, gains from trade and migration arise even with an
identical relative abundance of factors of production across countries. Second, trade
and migration are not substitutes but, in fact, complements. In other words, Markusen’s
models imply that the gains from trade can be maximized if the liberalization of trade
and migration go hand in hand.?

Much of the policy debate about migration and trade, at least implicitly, rests on
Mundell’s substitution result: trade liberalization is frequently expected to reduce
migration flows (Schiff 2006). Indeed, this was the expectation before the establish-
ment of two important regional free trade blocs, the EU and NAFTA, which many
policy makers and pundits believed would lead to a reduction in migration flows.
Evidence that such a reduction did not occur is presented next. Moreover, the new
strand of theory allows for data-driven investigations of the relationship between trade
and migration and of how gains from trade depend on the mobility of labor. The simu-
lations in the second section of this chapter undertake such an investigation.

Mobility in the AEC

As chapter 8 will discuss in detail, ASEAN member states have taken steps to reduce
the barriers to labor mobility as part of their efforts to promote deeper regional integra-
tion (figure 4.1). The 1995 ASEAN Framework Agreement on Services provided for the
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FIGURE 4.1
ASEAN actions to facilitate labor mobility, 1995-2015

Note: ASEAN = Association of Southeast Asian Nations; AEC = ASEAN Economic Community.

temporary movement of skilled professionals across borders. Mobility-related commit-
ments were later collected in the ASEAN Agreement on Movement of Natural Persons.
One of the five pillars of the AEC, which envisions a single regional market, is the free
movement of skilled workers alongside the free movement of goods, services, and
investment and the freer flow of capital. In laying out the vision for the AEC in the
Declaration of ASEAN Concord II in 2003, ASEAN member states pledged to “facili-
tate movement of business persons, skilled labor, and talents” in order to promote eco-
nomic integration. The 2007 AEC Blueprint laid out specific actions to accomplish this,
including facilitating the issuance of visas and employment passes and working to har-
monize and standardize qualifications. The AEC Blueprint 2025 envisions reducing and
standardizing documentation requirements and improving the mutual recognition of
professional qualifications.

However, progress on implementing regional commitments related to labor
mobility has been limited. Mutual recognition arrangements, in which multiple
countries agree to recognize professional qualifications and facilitate the mobility of
professionals in those fields, are the major steps the AEC has taken in this direction;
but these arrangements are limited in scope. They currently cover only doctors,
dentists, nurses, engineers, architects, accountants, and tourism professionals, who
account for about 5 percent of employment in ASEAN countries (Batalova,
Shymonyak, and Sugiyarto 2017). Relatively onerous qualification and verification
processes remain in place even for the covered professions. Finally, and perhaps
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most important, each state’s migration procedures remain paramount, meaning that
the decision regarding how many and what type of work visas to grant and whether
to accept or reject an application for a visa continues to rest with individual ASEAN
member countries. For instance, Thailand bans migrants from working in 39 occu-
pations, including engineering, accounting, and architecture, which are covered by
mutual recognition arrangements.

Moreover, the AEC’s focus on high-skilled migration ignores the majority of ASEAN
migrants, who are low-skilled and often undocumented. The AEC does not have plans
to facilitate the migration of low- or mid-skilled migrants, although some regional dia-
logue has taken place. In the 2007 Declaration on the Protection and Promotion of the
Rights of Migrant Workers (Cebu Declaration on Migrant Workers), ASEAN member
states agreed to promote the dignity of migrant workers, including those who are not
documented, and to set forth the obligations of receiving and sending countries and of
ASEAN itself. The ASEAN Forum on Migrant Labor was created to promote imple-
mentation and has representatives from member states, employers, workers, and civil
society (Asia-Pacific RCM Thematic Working Group 2015). However, the Cebu
Declaration is nonbinding, and the instrument to protect migrant workers envisioned
in it has not been adopted (Asia-Pacific RCM Thematic Working Group 2015; Martin
and Abella 2014).

Mobility in NAFTA and the EU

NAFTA and the EU, the world’s most important regional free trade blocs, are particu-
larly useful models of regional integration to study in the context of the AEC because
of their size and their contrasting approaches to labor mobility.* NAFTA and the EU
were created under very different circumstances and with very different economic and
policy objectives. However, both have faced the challenge of managing the movement
of people to harness the growth opportunities created by regional integration. And
each adapted policies for the management of international migration to its unique
framework for regional governance and economic cooperation.

NAFTA and the EU have implemented policies that are similar in some regards, such
as the recognition of migrants’ professional qualifications and the facilitation of free
trade. However, the two regional free trade blocs exemplify very different models of how
to manage labor mobility and its interplay with trade liberalization, with each approach
corresponding to the bloc’s own economic and policy objectives. Although NAFTA has
focused on trade integration and includes relatively narrow provisions for the free move-
ment of skilled labor, the EU has implemented more ambitious free mobility policies
with the explicit objective of overcoming obstacles to migration among its member
countries. The different experiences of NAFTA and the EU are summarized on the next
page in Table 4.1.
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TABLE 4.1
Mobility in NAFTA and the EU

Impacts on migration

Policy NAFTA EU
Facilitating free Minimal effects on migration: Though Minimal effects on migration: The
movement for the Treaty NAFTA (TN) visa was created  addition of new EU member states
citizens of member in the United States, liberalizing entry has only been associated with a
states requirements for Canadian and Mexican small and temporary increase in
nationals, uptake has been limited, migration
though it has grown in recent years
Facilitating free n.a. Variable effects on migration:
movement for The introduction of the Blue Card
nationals from program has had mixed results.
outside the Although uptake has been high in
trade bloc some countries, overall the program
has not been very popular
Recognizing Variable effects on migration: The TN Minimal effects on migration:
professional visa category has facilitated the mutual ~ Despite significant efforts to
qualifications recognition of professional qualifications strengthen specific and general
across NAFTA, but uptake has varied directives on qualifications
among professions. Many migrants may recognition across EU member
have been able to enter NAFTA states, their use has generally
countries even without a TN visa been low

Note: n.a. = not applicable; EU = European Union; NAFTA = North American Free Trade Agreement;
TN = Treaty NAFTA.

North American Free Trade Agreement

NAFTA established a regional free trade bloc across North America. Its three signato-
ries are Canada, Mexico, and the United States. The agreement became effective in
1994, with the primary objective of reducing barriers to trade and investment among
the three signatory countries. Facilitating the free movement of labor was much less of
an explicit objective. No provision on the movement of low-skilled labor was included
in the agreement.

NAFTA did establish a new migration category in the United States, the Treaty
NAFTA (TN). This new category is available exclusively to workers from Mexico and
Canada pursuing jobs in 70 highly skilled occupations, including accountants, archi-
tects, computer systems analysts, economists, engineers, and hotel managers.
Applicants from Canada and Mexico with college degrees and job offers in the United
States are eligible to apply. In contrast to the U.S. H1-B visa program, the TN program
has no quota on the number of migrants who can be admitted (Martin 2015).°
Employment is for three years, and the visa is renewable indefinitely. Migrants can
bring their dependents through the NAFTA dependent, or TD, classification. The
application process for Canadians is particularly easy, allowing migrants to apply on
entry to the United States with only proof of a job offer and proof of education;
the process does not impose any labor market test on employers to certify that U.S.
workers are unavailable to fill positions. The application process is somewhat more
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involved for Mexicans because they must apply for a visa in Mexico (Martin and
Abella 2014). Their employer must go through some of the same requirements
required of applicants to the H1-B program, such as a labor market test. Overall
though, the TN visa combines temporary entry, residency, and work permits in a
single document, and offers much faster and less costly application and approval
procedures than regular work visas for non-NAFTA nationals.

The number of TN visas issued has increased significantly and steadily since
NAFTA’s implementation. Between 2004 and 2009, several thousand TN visas were
issued each year, with more than 13,000 issued in 2015 (figure 4.2). The lack of a
quota and an easier application process has made the TN visa more attractive than
the H1-B, which caps professionals in specialized occupations from all countries
at 65,000.

Before 1994, many policy makers expected NAFTA to foster economic growth in all
three signatory countries and to be an instrument for easing migration pressures, par-
ticularly between Mexico and the United States. NAFTA’s impact was widely expected
to be particularly strong in Mexico, the signatory with the lowest level of economic
development and the United States’ largest source of immigrants. Before NAFTA,
Mexican migrant workers represented about 30 percent of immigrant workers in the

FIGURE 4.2
Total Treaty NAFTA and H1-B visas issued to Canadians and Mexicans by the
United States, 1994-2015
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Source: Nonimmigrant Visa Statistics, United States Department of State (https://travel.state.gov/content/visas/en
/law-and-policy/statistics/non-immigrant-visas.html).
Note: NAFTA = North American Free Trade Agreement.
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United States, and the majority of them were unauthorized or irregular workers (Martin
1993). On the basis of the widespread view of trade and migration as substitutes, many
policy makers hoped that NAFTA would lead to increased trade, which in turn would
allow Mexico to achieve significant levels of economic growth and convergence with
Canada and the United States. The job creation and wage increases resulting from the
agreement were expected to reduce international worker flows, particularly those of
low-skilled, irregular migrants. For instance, in 1993 the U.S. attorney general, Janet
Reno, stated that “NAFTA is our best hope for reducing illegal immigration, in the long
haul” (DOJ 1993).

Some economists and migration experts did not share the widespread view of
trade and migration as substitutes.® Instead, on the basis of theoretical and empiri-
cal evidence, they considered trade and migration to be complementary and pre-
dicted that freer trade in North America would increase both low- and high-skilled
migration in the region.

The available evidence suggests that migration flows increased after the implemen-
tation of NAFTA before easing in later years. No comprehensive review of NAFTA’s
impact on migration has been carried out. However, the available evidence suggests
that those who predicted an increase in migration flows after NAFTA’s inception were
correct. Both the absolute number of migrants moving within NAFTA and the share of
highly skilled migrants increased (Globerman 2000; Wasem 2005). But as predicted by
Martin (1993), the surge in migration flows among NAFTA’s three signatory states,
particularly between Mexico and the United States, eventually subsided. Annual
migration from Mexico to the United States generally increased between 1991 and
2000, before declining steadily, particularly after 2005 (figure 4.3). In fact, net migra-
tion between Mexico and the United States was minimal in the second half the 2000s
and the first half of the 2010s (Gonzalez-Barrera 2015). Of course, secular trends and
business cycles in Canada, Mexico, the United States, and even non-NAFTA countries
are also important determinants of NAFTA’s migration patterns. Nevertheless, NAFTA’s
experience suggests that Mundell’s theory does not always provide a good description
of the interplay between trade and migration: complementarities can exist.

Despite lowering the costs of migrating to the United States for high-skilled workers,
NAFTA'’s provisions for the mobility of high-skilled labor likely had a muted impact on
overall migration flows. At NAFTA’s inception, workers with relatively low skills made
up the large majority of the migrant stock of Mexicans in the United States. Consequently,
most existing migrants were not eligible for the TN visa and thus were not affected by
NAFTA’s new provisions. Even in the absence of the TN visa category, most TN visa
holders from Canada and Mexico would likely have been able to migrate to the United
States under other visa categories for professional or skilled workers. Examples of such
visa categories are the H-1B visa for skilled professionals and the L-1 visa for intracom-
pany transferees (Globerman 2000).

NAFTA does not include specific provisions to facilitate the movement of low-
skilled labor. Independently of NAFTA, Canada and the United States offer limited
avenues for the legal temporary employment of foreign low-skilled workers. Canada has
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FIGURE 4.3
Annual migration from Mexico to the United States, 1991-2010
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Source: Passel, Cohn, and Gonzalez-Barrera 2012.

a bilateral agreement with Mexico for the employment of seasonal agricultural workers.
In the United States, foreign workers from a list of eligible countries, which is updated
yearly but has up to now always included Mexico and Canada, can apply for temporary
employment through H-2A visas for agricultural work and H-2B visas for nonagricul-
tural jobs. Both types of visas allow employers to hire seasonal or temporary workers for
up to three years. The quantity of H-2B visas that can be issued each year is limited, but
there is no fixed quota for the annual number of H-2A visas. Until 2006, the H-2A visa
category always had fewer applicants than the H-2B visa category. This occurred even
though significant numbers of Mexican migrants worked in the United States irregu-
larly in the agriculture sector. Having increased since 2006, applications for H-2A visas
are now greater than those for H-2B visas. The United States’ increased border
controls along the Mexican border since 2006 are one possible reason for this trend
(Lee et al. 2013).

European Union

The EU is a political and economic confederation of 28 member countries. The EU
guarantees four fundamental freedoms: the free movement of goods, capital, workers,
and services. The right to free movement of workers is codified in the 1997 Treaty
Establishing the European Community, which was a predecessor to the EU, and is
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fully elaborated in the European Parliament’s Directive 2004/38/EC. Citizens of any
country in the EU and their relatives have the right to live in any other EU member
country for up to three months; afterward, they must be working, enrolled in full-time
education, or able to demonstrate financial independence. After five years of resi-
dence, these intra-EU migrants earn the right to permanent residence in their host
country. Citizens of any EU member country are also generally permitted to work
freely in the job and country of their choosing. At the same time, there are limits on
the free movement of workers across the EU: (1) EU member countries may restrict
access to civil service jobs to national citizens; (2) EU member countries may restrict
access to their labor markets “in an emergency” with approval from the European
Commission, the EU’s executive body; and (3) existing EU member countries may
impose temporary mobility restrictions on the citizens of newly admitted member
countries (Brady 2008).

Despite the policies in place to facilitate migration among EU member countries
and stark differences across the EU in employment rates, wages, and other economic
variables, migration flows across Europe have generally been rather subdued. The
accession to the EU of a relatively large number of countries from Central and Eastern
Europe in 2004 and 2007 changed this pattern somewhat, but only temporarily. The
stock of migrants in the “old” EU (originating from the eight countries admitted to the
trade bloc in 2004) rose from 900,000 before enlargement to about 1.9 million in 2007.
During the same period, the stock of migrants from Bulgaria and Romania, which
joined in 2007, rose from about 700,000 to about 1.9 million (EIC 2009; Martin and
Abella 2014). However, the initially large increases in migration flows slowed over
time. Galgdczi, Leschke, and Watt (2009) show that overall intra-EU migration
increased by just 0.2 percent after the accession of the eight other new countries in
2004 and Bulgaria and Romania in 2007. This pattern is broadly similar to what was
observed in North America following the implementation of NAFTA and provides
additional evidence that trade and migration are complements but that freer trade
induces only modest increases in migration.

The EU takes a very different approach than NAFTA to managing the movement of
people. In addition to guaranteeing the free movement of workers, the EU has imple-
mented various policies to overcome obstacles to migration among member coun-
tries and to facilitate the movement of workers of any skill level. Bureaucratic and
institutional procedures match the policies they are meant to operationalize. This
includes the mutual recognition of common forms of documentation and the relative
streamlining of entry processes. Additionally, there is portability across EU member
countries of various social rights and entitlements, including access to health care,
social welfare, and pensions, as well as any other locally available social protection
programs such as childcare allowances. Moreover, intra-EU migrant workers are sub-
ject to the same taxation regimes as host country nationals. A common currency
among many EU member countries and a shared job-search infrastructure also sig-
nificantly reduce migration costs (Recchi 2008). Altogether, both the monetary and
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nonmonetary costs of migrating from one EU member country to another are com-
paratively low.

The EU’s focus on the free mobility of workers of any skill level is a departure from
the emphasis that most regional integration agreements put on the movement of highly
skilled workers. However, the underlying premise of the EU as a political and economic
confederation also goes beyond that of any other regional free trade blocs, including
NAFTA and ASEAN. Nevertheless, the provisions for the free mobility of labor within
the EU have at times been contested by member countries. There have been substantive
debates on whether these policies have a positive or negative impact on national econo-
mies and labor markets, particularly in countries that have seen a net inflow of intra-EU
migrants. Debates have been especially intense when new member countries with
below-average income have joined the EU, first those in Southern Europe and later
those in Central and Eastern Europe and the Balkans.

While the EU has concentrated on limiting the costs of moving across borders,
migrants still face costs related to adjusting to local labor markets. Migrants from one
EU member country to another tend to be concentrated initially in low-skilled, low-
wage employment. Over time, however, migrants move on to jobs that demand higher
skills and offer better pay. One implication of this finding is that many intra-EU
migrants go through an adjustment process that allows them to gain the country-
specific human capital, such as language skills or knowledge about local norms and
customs, which is a prerequisite for accessing improved employment opportunities.
Another implication is that there is a need to facilitate the adjustment process and to
better match workers to suitable jobs. Otherwise, many skilled migrants are at least
temporarily forced to take on jobs that do not make good use of their capabilities,
resulting in “brain waste” (de la Rica, Glitz and Ortega 2013; Galgéczi, Leschke and
Watt 2009; Recchi, 2008).

The EU has made some progress in facilitating migration with countries outside
the regional bloc. As a customs union as well as a regional free trade bloc, the EU can
enter into agreements with third countries. The EU has taken over most responsibili-
ties regarding trade policies from its member countries, but is much less active in
managing migration relations with non-EU countries. Most agreements with third
countries continue to be reached, administered, and implemented by individual
EU member states. However, progress has been made in streamlining this process.
The European Commission has established a number of “mobility partnerships” with
third countries such as Armenia, Azerbaijan, Georgia, and Moldova. Mobility part-
nerships are the EU’s most complete framework for bilateral cooperation with its
partners. The partnerships are based on mutual offers of commitment that cover
mobility, migration, and asylum issues. In general, they are meant to better manage
migration flows into the EU. In practice, the EU’s partners agree to cooperate in man-
aging flows of irregular migrants or in devising policies to promote the return of tem-
porary labor migrants. In exchange, their citizens are granted preferential conditions
for migration into the EU.
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EU and NAFTA: Two models for ASEAN

The EU and NAFTA offer two models that are useful for ASEAN to consider when
contemplating how to manage the relationship between trade integration and migration.
The EU has established a comprehensive system to reduce the costs of, and barriers to,
migration and is proactively managing migration relations with other countries. This
makes this regional bloc well placed to benefit from complementarities between trade
and international migration. The EU is a model worth studying for ASEAN if the asso-
ciation decides to go beyond the measures currently envisaged to foster the free flow of
skilled labor across its member states. NAFTA focuses on facilitating high-skilled
migration through an entry process that is more relaxed for Mexicans and very stream-
lined for Canadians, but does not include provisions to facilitate low- or mid-skilled
workers. NAFTA provides a model of a more cautious, limited effort that nevertheless
goes beyond what is currently implemented or planned in ASEAN.

Simulating trade integration with labor mobility costs

The previous section showed that the EU and NAFTA experienced moderate, tempo-
rary increases of international migration following deeper trade integration. This
implies that deeper regional integration in ASEAN under the AEC is unlikely to result
in a decline in migration, though a large increase in migration is similarly unlikely. The
question then becomes how migration flows can be best managed to maximize the ben-
efits from trade integration. This section uses simulations to investigate the impact on
welfare gains from trade integration if commitments to facilitate the free movement of
skilled services workers across ASEAN are implemented and effective, as currently
envisioned under the AEC, and if they are expanded to include all workers.

Following Plummer, Petri and Zhai (2014), enhanced trade integration within
ASEAN is modeled as the removal of remaining intraregional tariffs, the liberaliza-
tion of nontariff barriers in goods and services, and the introduction of advanced
trade facilitation measures. However, the model underpinning the simulations pre-
sented in this analysis is innovative in that, unlike standard trade models, it relaxes
the assumption that workers change jobs without friction in response to changing
incentives. The simulations of the effects of enhanced trade integration within
ASEAN are performed under different assumptions about how the labor mobility
costs presented in chapter 2 affect the free movement of workers. That is, mobility
between countries, sectors, and skill levels is possible but costly. Box 4.1 describes
how the labor mobility costs presented in chapter 2 are used in the simulations.’

The simulations begin with a baseline scenario that models trade integration in
ASEAN assuming that the AEC’s measures to reduce labor mobility costs for skilled
services workers are not implemented or are not effective. Labor market outcomes
before and after trade integration are compared. Scenario I models trade integration
assuming that the AEC’s measures are implemented and effectively reduce labor mobil-
ity costs for high-skilled services workers. Labor market outcomes are compared to the
baseline scenario. Scenario II models trade integration assuming that the AEC expands
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BOX 4.1
Labor mobility cost estimates in the simulations

The costs for workers to switch jobs across sectors and countries are needed to simu-
late the labor market impacts of trade integration under different scenarios of labor
mobility in the AEC. However, data on migration into and out of different sectors and
countries are not available. Thus, it is not possible to estimate the transition cost of
entering sector i in country a from sector i or sector j in country b. Instead, the
domestic and international labor mobility costs estimated in chapter 2 are combined
to approximate the labor mobility costs of migrants entering different sectors across
different ASEAN countries. International labor mobility costs are first estimated for all
countries. Then, for the four countries for which domestic labor mobility costs are
available, the relative differences in domestic labor mobility costs by sector are
applied to the estimates of international labor mobility costs. For the remaining
countries without estimates of domestic labor mobility costs, domestic labor mobility
costs are assumed to be the same across sectors. The labor mobility costs for a
migrant worker to enter a given ASEAN country are the same for migrants from all
other ASEAN countries. However, bilateral wage differentials as well as within-country
wage differentials across sectors shift after the simulated trade shock.

In the simulations, a model is calibrated to a pre-trade shock steady state that
matches existing data parameters. A shock is then imposed on trade, and economies
adjust to a post-trade shock steady state in which workers face costly mobility. The
change in relative prices and real wages following the shock induces some workers
to reallocate their labor across sectors. The magnitude of this reallocation depends
on the size of the labor mobility costs. The resulting market-clearing employment
and wage path solutions reflect workers’ optimization of their utility, which in turn
depends on expected wages and costs to change sectors. See Hollweg (2016) for
additional methodological details.

Source: Hollweg 2016.

the scope of its labor mobility facilitation measures such that labor mobility costs are
reduced for all workers. Labor market outcomes are compared to Scenario 1.

The baseline scenario provides a point of reference for investigating how labor mar-
ket outcomes are affected by less restrictive labor mobility policies in Scenario I and
Scenario II. Results are purely driven by the price changes induced by enhanced trade
integration and ensuing labor reallocations. Productivity and population growth or a
pattern of structural change are not considered. The model assumes no adjustment
costs to capital.® Adjustment paths to the new equilibrium following a trade-related
shock are simulated. They include both the immediate changes in relative prices and
real wages following immediately after the trade-related shock, as well as second-round
effects. Second-round effects happen because the changes in relative prices and real
wages brought about by the trade-related shock induce some workers to move across
countries, sectors, and skill levels.
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Enhanced trade integration is simulated for the ASEAN region as a whole and for
individual countries within ASEAN. Simulation results are presented separately for
skilled and unskilled jobs as well as for five different sectors.” These sectors are agricul-
ture and mining; manufacturing; finance and business services (including insurance and
real estate services); social services; and other services (utility supply, construction,
trade and accommodation, and transportation and communication services). A resid-
ual “jobless” sector is also included that encompasses both being unemployed and being
out of the labor force. To ensure comparability, skilled workers are defined as those who
have completed vocational, university, or higher education. A distinction cannot be
made between formal and informal flows of migrant labor.

The simulations shed light on the specific labor market channels through which
gains from trade can be achieved under less restrictive labor market policies. The simu-
lations investigate three labor market outcomes. First, employment rates within coun-
tries and the distribution of employment among countries are investigated. After the
trade integration shock, some workers enter employment from the jobless sector
(employment growth), while others switch sectors (change in the distribution of employ-
ment). Although the simulations do not allow explicit predictions of bilateral migration
flows, comparison of the differences in the employment share of individual countries
among overall employment in ASEAN provides an indication of net migration flows.
Second, real wage levels are measured relative to the average ASEAN wage level. Finally,
impacts on worker welfare are simulated.

Worker welfare is defined as a combination of three variables: wages, nonwage ben-
efits associated with a sector, and the potential gains from moving to a different sector
offering a higher wage.'® Thus, welfare could be different in the baseline simulation and
in Scenarios I and II for various reasons. For instance, wage levels might be different
across jobs. This would have a direct effect on worker welfare even where workers did
not change their job, because they have the potential to move to a job with a higher
wage. Another possibility is that differences in labor mobility costs between the sce-
narios make it more or less costly for a worker to react to changes in relative wages
between sectors by switching to a new job with high wages. This possibility of moving
from one job to another with higher wages is a key factor contributing to worker welfare.
The welfare measure provides a means of assessing the overall impact of trade integra-
tion under different scenarios of labor mobility costs. The model is simulated for a rep-
resentative worker, though in reality, workers are heterogenous so some may benefit
while others will may lose out.

Overall the simulations show that trade integration that is accompanied by measures to
reduce mobility costs for workers increases gains from trade. Table 4.2 describes the simu-
lations and summarizes the results. The direction of the results—whether employment,
wages, and welfare increase or decrease—is more important than their exact magnitude
because the shock to labor mobility costs is imposed exogenously. Of all of the scenarios,
welfare gains are largest when measures to reduce labor mobility costs are extended to all
workers. In this scenario (Scenario II), employment gains are also largest, though declines
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TABLE 4.2

Summary of simulation results
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Baseline

Scenario |

Scenario |l

Comparison

Policy
scenario

Labor
mobility costs

Objective

Interpretation

Impact on
employment
in ASEAN

Impact on
wages in
ASEAN

Impact on
welfare in
ASEAN

Compare labor market

outcomes before and after

trade integration

Policies to reduce labor
mobility costs for high-

skilled services workers are

not implemented/not
effective

Labor mobility costs exist
at levels comparable to
the recent past

To serve as the baseline
for comparisons

Show the impact of

enhanced trade integration

assuming that labor
facilitation measures for

skilled services workers are

neither implemented nor
effective, meaning that
labor mobility costs are at
levels comparable to

the recent past

Employment is higher after

the trade-related shock

Real wages are higher after

the trade-related shock

Welfare in ASEAN is higher

after the trade-related
shock

Compare labor market
outcomes with baseline

Policies to reduce labor
mobility costs for high-
skilled services workers
are implemented and
effective

Labor mobility costs are 20%
lower than the base year for

skilled services workers

To show how the labor
market effects of

enhanced trade integration

would differ if integration
occurred with a reduction
of labor mobility costs for
skilled services workers

Show how outcomes of

enhanced trade integration

would be different if
policies (such as mutual
recognition arrangements)
reduced mobility costs

for skilled services workers

Scenario | is associated
with a higher
employment rate than
the baseline

Scenario | is associated
with lower real wages
than the baseline

Scenario | is associated
with a more positive
effect on welfare than
the baseline

Compare labor market
outcomes with
Scenario |

Policies to reduce labor
mobility costs are
expanded to include
all workers

Labor mobility costs are
20% lower than the
base year for all workers

To show how the labor
market effects of
enhanced trade
integration would differ
if integration occurred
with a reduction of
labor mobility costs

for all workers

Show how outcomes of
enhanced trade
integration would be
different if policies to
reduce labor mobility
costs were extended to
all workers

Scenario Il is associated
with an even higher
employment rate than
Scenario |

Scenario Il is associated
with lower real wages
than Scenario |

Scenario Il is associated
with a more positive
effect on welfare than
Scenario |

in wages are also seen. Compared to the baseline simulation with no reductions in labor

mobility costs, welfare is improved when measures to reduce labor mobility costs for

skilled services workers are fully implemented and effective. This scenario (Scenario I) also

sees employment gains, though wage declines are also observed. The online appendix sum-

marizes the main channels of transmission behind the results presented in the chapter.
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Baseline scenario

The wage, employment, and welfare effects of the trade-related shock of enhanced trade
integration within ASEAN are simulated under the assumption that the AEC’s mea-
sures to facilitate the mobility of skilled workers are neither implemented nor effective.
This simulation serves as a benchmark to look at how changes to labor mobility affect
trade integration efforts, and it should not be used to predict the impact of enhanced
trade integration on ASEAN member countries. As noted earlier, enhanced trade inte-
gration in the baseline is modeled as the removal of remaining intraregional tariffs, the
liberalization of nontariff barriers in goods and services, and the introduction of
advanced trade facilitation measures.!! Trade integration, as a whole, brings many ben-
efits. It is noteworthy that there are both winners and losers from integration and that
an adjustment process that is at times protracted is often necessary for these benefits to
materialize. Policy action is important to compensate those who lose out. Whereas
more detailed results will be presented for Scenario I and Scenario II, results for the
baseline scenario are only summarized for reference. Complete results are available in
the online appendix.

When trade integration occurs without reductions in mobility costs for any workers:

+ Real wages rise in the ASEAN region as a whole, especially for workers employed in
sectors that are already relatively open to trade.

+ The impact on the ASEAN employment rate is very small, but there are nonnegligi-
ble impacts on the distribution of employment across countries that is driven in part
by reallocation toward countries with higher wages and lower mobility costs.
ASEAN, as a whole, would experience an employment reallocation from sectors with
low wages, high initial levels of protectionism, and/or high labor mobility costs (agri-
culture and mining, social services, and other services) to sectors with high wages,
low initial levels of protectionism, and/or low labor mobility costs (manufacturing,
finance, and business services).

+ In ASEAN as a whole, the share of skilled workers would increase. However, some
countries would experience a decline in the share of skilled workers because of large
wage declines following the reduction in high trade barriers such as nontariff
barriers.

+ Welfare would improve, on average, in all ASEAN countries and for all categories
of workers.

Scenario I: Policy measures reduce labor mobility
costs for skilled services workers

Scenario I compares the impact of enhanced trade integration that occurs alongside efforts
to facilitate labor mobility for skilled services workers to the impact of enhanced trade
integration without such efforts. Policies to facilitate labor mobility for skilled services
workers are assumed to reduce labor mobility costs for these workers by 20 percent.'
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This reduction is a rough approximation because the objective of the simulations is to
determine whether labor mobility costs matter for how economies respond to trade
integration rather than to predict exact magnitudes of impacts.’* Labor mobility costs in
the model are exogenously reduced for all skilled services workers, including those
transitioning domestically across sectors and internationally between countries. Practical
steps to decrease international mobility costs and, hence, increase between-country labor
mobility for skilled services workers include the closing of loopholes in the mutual
recognition arrangements (MRAs) agreed by ASEAN countries and the ratification
and implementation of these MRAs by all ASEAN member countries. Domestic labor
mobility costs can also be eased through labor market, social protection, education,
and other domestic policies. Policies to reduce labor mobility costs will be discussed
in chapter 9.

Compared to no reduction in labor mobility costs, enhanced trade integration occur-
ring with reductions for skilled services workers results in the following:

+ Employment rates would be higher across ASEAN.

+ In all ASEAN countries, the services sector would account for a larger share of
employment, while agriculture and mining and manufacturing would account for a
smaller share.

+ In line with the sectoral shift toward services, skilled workers would account for a
higher share of employment in all ASEAN countries.

+ More skilled workers would move to countries offering wage premiums in their
services sectors to take advantage of the opportunities resulting from lower labor
mobility costs for skilled services workers.

+ Because of a higher overall employment rate, real wages would increase by a smaller
magnitude in ASEAN as whole. At the country level, real wage increases would be
smaller in countries that would now account for higher shares of ASEAN total
employment after enhanced migration of skilled services workers.

+ Welfare would be higher on average in all ASEAN countries and for all categories of
workers.

Employment

Enhanced trade integration would result in a higher employment rate in ASEAN if it
occurred with reduced labor mobility costs for skilled services workers, though
employment would be lower among the unskilled. Despite the reduction in unskilled
employment, overall employment in the ASEAN region is 1.2 percent higher in
Scenario I than in the baseline (figure 4.4). In fact, the employment rate in all ASEAN
member countries is higher in Scenario I than in the baseline (figure 4.5). Differences
are sizable in Singapore, where a reduction of labor mobility costs is associated with
an employment rate that is 2.1 percent higher under Scenario I than the baseline.
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FIGURE 4.4
Differences in the employment rate in ASEAN and across skill levels between
Scenario | and the baseline
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Note: Positive numbers indicate higher employment rates under Scenario | than the baseline. ASEAN = Association
of Southeast Asian Nations.

FIGURE 4.5
Differences in the employment rate within countries between Scenario | and the baseline
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When labor mobility costs are lower, individuals have stronger incentives to leave job-
lessness in response to the higher real wages following enhanced trade integration.
Intuitively, given that labor mobility costs are reduced only for skilled workers, the
share of skilled jobs among all jobs is 16 percent higher under Scenario I than the base-
line (figure 4.4). Conversely, the share of unskilled jobs is 13.8 percent lower. The rea-
son for the shift toward skilled work is that Scenario I makes it relatively less costly to
enter skilled employment in services, either from joblessness or from unskilled employ-
ment. This is true across countries.

Countries that receive more migrants with trade integration would attract even more
if integration occurred with reduced mobility costs for skilled services workers. The dis-
tribution of employment across countries and sectors changes between the baseline and
Scenario I (figures 4.6 and 4.7). Countries in which enhanced trade integration alone
would lead to a net inflow of employed migrants would receive an even larger proportion
of net immigrants. The reason is that lower labor mobility costs lead to both stronger
incentives to migrate to attractive migration destinations and lower costs of doing so. As
a result, in Scenario I Singapore and Malaysia capture a greater share of overall ASEAN
employment, but the share for both Vietnam and the Lao People’s Democratic Republic
is lower. However, a counterbalancing effect is also at work. Lower labor mobility costs
for skilled services workers to enter their sectors domestically could also keep these work-
ers from leaving their country in search of better employment opportunities. This is the
case in Cambodia. The smaller number of Cambodian out-migrants results in less net
immigration to Thailand.™

Employment in ASEAN member countries shifts toward the services sectors when
labor mobility costs are reduced for skilled services workers. The employment share of
all three services sectors across ASEAN is higher under Scenario I than the baseline
(figure 4. 7). This is because Scenario I assumes relatively lower labor mobility costs of
entering the skilled services sector, making it relatively less costly for workers exiting
joblessness, the mining and agriculture sector, and the manufacturing sector to access
services sector jobs. In contrast, under Scenario I, the shares of workers in the mining
and agriculture sector and the manufacturing sector are lower than in the baseline. This
again reflects the fact that, under Scenario I, workers find it relatively easier to head for
services jobs.

Within-country differences in sectoral employment shares largely mirror those
documented for ASEAN as a whole. The shares of employment in the agriculture and
mining sector and in the manufacturing sector are lower. The share is higher in the
three services sectors combined when enhanced trade integration happens under
Scenario I (figure 4.8). Because of heterogeneity in sectoral wage premiums across
countries, the services sectors that expand most differ across countries. In Cambodia,
Lao PDR, Myanmar, and Vietnam, for instance, finance and business services see the
largest difference between Scenario I and the baseline, whereas in Malaysia and
Singapore, this is the case for social and other services, perhaps reflecting the restric-
tions on high-skilled migrants working in those sectors that are currently in place.
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FIGURE 4.6

Differences in the employment share across countries between Scenario | and the
baseline
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher employment shares under Scenario | than the baseline.

FIGURE 4.7

Differences in the employment share across sectors in ASEAN between Scenario | and
the baseline

15 -
8 10
c
55
b i
E
©
o O - L . -
o)
8
5 51
o
£-10 4
_15 T T T T 1
o o o
& & & ;\\(@ . &
3 N S ~ &
R %) %) @ <
O \5" \(’ R4 b
(\b z"o (}’b %\Q, (\\) &
&° & S W S
& P \§&
© «©
< 5
v.

Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher employment share under Scenario | than the baseline. ASEAN = Association
of Southeast Asian Nations.
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FIGURE 4.8
Differences in the sectoral employment share within countries between Scenario |
and the baseline
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher employment shares under Scenario | than the baseline.

Wages

Real relative wages in ASEAN would increase less if enhanced trade integration occurred
with reduced labor mobility costs for skilled services workers, though unskilled workers
would see wage gains. The real relative wage level in Scenario I is 1.2 percent lower for the
ASEAN region as a whole (figure 4.9). However, wage impacts vary by skill levels and con-
trast with the employment results: real wages are 11 percent higher for unskilled workers,
but 11 percent lower for skilled workers. There are also varying impacts on the wage rate
by country and sector. For example, wages are higher in Indonesia, Lao PDR, Myanmar,
Thailand, and Vietnam (figure 4.10). They are also higher for jobs in agriculture and min-
ing, as well as in manufacturing (figure 4.11).

Higher employment rates have trade-offs with wage levels, though wage levels are
higher in both the baseline and Scenario I than without trade integration. As discussed
in the previous section, wage and employment effects are closely linked. Enhanced
trade integration leads to an increase in real wages, which incentivizes individuals to
leave joblessness and enter employment. This process is present in both the baseline
and Scenario I. The difference between the two is that the lower mobility costs in
Scenario I mean that workers face lower costs when they leave joblessness and, thus,
more workers are willing to enter employment. Consequently, in ASEAN, labor
markets are more dynamic and employment rates are higher. This provides a strong
rationale for making sure that MRAs and similar policies envisaged in the initial AEC
blueprint are implemented effectively to reduce mobility costs for skilled services
workers. The higher employment rates in Scenario I also influence nominal wage
levels. Under the assumption that there are decreasing marginal returns to labor and
that wages equal the marginal returns to labor, higher employment rates in Scenario I
imply lower marginal returns to labor and thus lower nominal wages. Although in both
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FIGURE 4.9
Real wage differences in ASEAN and across skill levels between
Scenario | and the baseline
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher real wages under Scenario | than the baseline. ASEAN = Association of
Southeast Asian Nations.

FIGURE 4.10
Real wage differences across countries between Scenario | and the baseline
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher real wages under Scenario | than the baseline.
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FIGURE 4.11
Real wage differences across sectors between Scenario | and the baseline
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher real wages under Scenario | than the baseline.

scenarios real wages are higher post-trade integration than before because of the
decrease in prices that accompanies integration, this countervailing decrease is identi-
cal under both scenarios. Therefore, for ASEAN as a whole, wage levels are lower
under Scenario I than the baseline. Similar mechanisms explain real wage differences
by worker type and sector.

Welfare

Trade integration would increase welfare across ASEAN and in each ASEAN country
more if labor mobility costs were reduced for skilled services workers. The effect of
enhanced trade integration on welfare across the ASEAN region is 14.1 percent higher
under Scenario I than the baseline (figure 4.12). Under Scenario I, unskilled labor
undergoes particularly pronounced welfare gains, explained by their higher real wages.
This is true for ASEAN, for skilled and unskilled workers, and across all ASEAN
countries. Welfare differences between Scenario I and the baseline range from 11 per-
cent in Myanmar to 16 percent in Lao PDR (figure 4.13). These results suggest that
welfare gains will be left on the table if trade integration is not undertaken alongside
efforts to reduce mobility costs for skilled services workers. This gives all countries in
ASEAN a strong incentive to implement the policies envisaged by the AEC to promote
the free mobility of skilled labor.
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FIGURE 4.12
Welfare differences in ASEAN and across skill levels between Scenario | and the
baseline
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher welfare under Scenario | than the baseline. ASEAN = Association of
Southeast Asian Nations.

FIGURE 4.13
Welfare differences across countries between Scenario | and the baseline
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher welfare under Scenario | than the baseline.
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Scenario ll: Policy measures reduce labor mobility
costs for all workers

Scenario II simulates the impact of enhanced trade integration that occurs alongside
policies to reduce labor mobility costs for all workers. To understand whether the gains
from enhanced trade integration would be higher or lower if efforts to reduce mobility
costs were extended to all workers, the results of Scenario II are compared to those of
Scenario I in which mobility costs are lower only for skilled services workers. In
Scenario II, policies to facilitate labor mobility are assumed to reduce labor mobility
costs for all workers by 20 percent.”® Examples of practical steps to decrease interna-
tional labor mobility costs for all workers include better oversight of employment agen-
cies to reduce recruitment fees and increased use of bilateral agreements to facilitate
the entry of low-skilled workers into destination countries. Approaches to reducing
both domestic and international labor mobility costs are discussed in chapter 9.

Compared to reductions in labor mobility costs for skilled services workers alone,
enhanced trade integration combined with reductions for all workers would result in
the following:

+ Employment rates would be higher across ASEAN.

+ Inall ASEAN countries, agriculture and mining and manufacturing would account
for most of the new jobs created.

+ The benefits from trade would be shared more broadly with lower-skilled workers
who would account for higher shares of employment.

+ A larger number of workers would take advantage of the opportunities in the manu-
facturing sector by moving to countries that have lower migration costs and a rela-
tively high wage for low-skilled workers.

+ Because of a higher employment rate, real wages would be lower in ASEAN as a
whole. Real wages would be lower in countries that would account for a higher share
of total employment in ASEAN after full labor market integration.

+ Welfare would be higher on average in all ASEAN countries and for all categories
of workers.

Employment

Enhanced trade integration would have an even more positive effect on ASEAN-wide
employment if it happened alongside a reduction of labor mobility costs for all
workers. The simulations in Scenario I showed that enhanced trade integration would
have a more positive effect on the overall employment rate in ASEAN if the integra-
tion happened under a partial reduction of labor mobility costs rather than with no
reductions. Figure 4.14 shows that this positive result would be even larger if labor
mobility costs were reduced for all workers. In Scenario II, lower labor mobility costs
across all sectors and job types (as opposed to just skilled service jobs) incentivize
even more labor market entries from joblessness in response to the higher real wages
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FIGURE 4.14
Differences in the employment rate in ASEAN and across skill levels between
Scenario | and Scenario Il
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Source: World Bank simulations based on Hollweg 2016.

Note: Positive numbers indicate higher employment rates under Scenario Il than Scenario I. ASEAN = Association of
Southeast Asian Nations.

generated by enhanced trade integration. As a result, for the ASEAN region as a
whole the employment rate is 1.2 percent higher under Scenario II than under
Scenario L. The additional gains in employment under Scenario II accrue primarily to
unskilled workers, whose share increases 13 percent. This is generally true across
ASEAN countries, with the most pronounced increase in the unskilled share in
Singapore.

The employment rate is higher in all ASEAN countries in Scenario II than in
Scenario I. The greatest difference in employment rates between the two scenarios is
found in Singapore, though Cambodia, Malaysia, and the Philippines also see sizable
differences in employment rates (figure 4.15). In Lao PDR, Myanmar, Thailand, and
Vietnam the differences are much smaller. With all workers facing lower labor mobility
costs, individuals are better able to leave joblessness and enter the workforce in
response to the new opportunities created by enhanced trade integration. This is an
important result for ASEAN countries like Indonesia and the Philippines, where
unemployment rates are high for the region and labor force participation rates are low,
and Malaysia, where labor force participation rates are low. This finding provides a
strong rationale for pursuing enhanced trade integration in conjunction with a policy
agenda designed to reduce international and domestic labor mobility costs for workers
of all skill levels.

The effects of enhanced trade integration on net migration within ASEAN and the
resulting employment distributions across countries would be different if efforts to
lower labor mobility costs were expanded to cover all workers (figure 4.16). The sim-
ulations suggest that Singapore would see even more immigration and, as a result,
gain an even greater share of ASEAN employment. The main reason is that Singapore
offers higher wages relative to other ASEAN member countries. The incentive for
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FIGURE 4.15
Differences in the employment rate within countries between Scenario | and
Scenario Il
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher employment rates under Scenario Il than Scenario . ASEAN = Association of
Southeast Asian Nations.

FIGURE 4.16
Differences in employment share across countries between Scenario | and Scenario Il
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher employment shares under Scenario Il than Scenario I.

workers of all types to take advantage of these high wages by migrating to Singapore
is stronger when the costs of doing so are lower for skilled and unskilled workers
alike. Cambodia and Lao PDR would also have substantially greater shares of overall
employment in ASEAN if labor mobility costs were reduced for all workers. This is
driven by fewer workers leaving these countries, though they remain net sending
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FIGURE 4.17
Differences in employment share across sectors in ASEAN between Scenario | and
Scenario Il
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher employment shares under Scenario Il than Scenario I.

countries in the simulations. In contrast, Indonesia would experience even more pro-
nounced net out-migration. This can be explained by Indonesia’s high labor mobility
costs relative to other countries in the region.

Differences in the sectoral distribution of skilled and unskilled workers who are
affected differently by the reductions in labor mobility costs in Scenario I and Scenario
II result in differences in the distribution of employment between the scenarios.
Whereas unskilled workers do not experience reductions in mobility costs in Scenario I,
they do in Scenario II. As a result, the share of ASEAN employment in the agriculture
and mining and the manufacturing sectors is higher when enhanced trade integration
occurs under a comprehensive reduction of labor mobility costs (figure 4.17). The same
pattern is found across most countries (figure 4.18). The results by sector, as well as
those for unskilled labor, underline that gains from trade would be more broad-based if
enhanced trade integration occurred alongside a reduction of labor mobility costs for
all workers.

Wages

Real relative wages in ASEAN would increase by less overall if enhanced trade integra-
tion occurred with reduced labor mobility costs for all workers, though skilled workers
would see wage gains. Figure 4.19 depicts the real wage differences in ASEAN across



TRADE INTEGRATION AND LABOR MOBILITY IN THE ASEAN ECONOMIC COMMUNITY | 145

FIGURE 4.18

Differences in the sectoral employment share within countries between Scenario |
and Scenario Il
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher employment shares under Scenario Il than Scenario 1.

FIGURE 4.19
Real wage differences in ASEAN and across skill levels between Scenario |
and Scenario Il
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher real wages under Scenario Il than Scenario I. ASEAN = Association of
Southeast Asian Nations.
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FIGURE 4.20
Real wage differences across countries between Scenario | and Scenario Il
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher real wages under Scenario Il than Scenario |.

skill levels between Scenario I and Scenario II. Real wages are higher in ASEAN after
enhanced trade integration in both Scenarios I and II. However, real wages for ASEAN
as a whole increase less when trade integration occurs with a reduction of labor
mobility costs for all workers than they do when the reduction is for skilled services
workers only. The same result is observed for unskilled workers, though the wages of
skilled workers would be higher. The impacts on the wage rate vary by country
(figure 4.20). Although Indonesia, Myanmar, the Philippines, Thailand, and Vietnam
would see higher real wages under Scenario II, wages in Cambodia, Lao PDR, Malaysia,
and Singapore would be lower. There is also substantial heterogenity in the real wage
differences between Scenario II and Scenario I across sectors (figure 4.21). For exam-
ple, wages in the services sector are higher under Scenario II than Scenario I.

Higher employment rates have trade-offs with wage levels, though wage levels are
higher in both Scenario II and Scenario I than without trade integration. As discussed
for Scenario I, wage and employment effects are closely linked. Enhanced trade integra-
tion leads to an increase in real wages that incentivizes individuals to leave joblessness
and enter employment. This process is present in both Scenario I and Scenario II. The
difference between the two is that the lower mobility costs for all workers in Scenario II
mean that all workers face lower costs when they leave joblessness; thus, more workers
than in Scenario I are willing to enter employment. Consequently, labor markets are
more dynamic, and employment rates in ASEAN are higher. This provides a strong
rationale for ensuring that ASEAN’s measures for reducing labor mobility costs are
expanded to cover all workers. The higher employment rates in Scenario II also have an
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FIGURE 4.21
Real wage differences across sectors between Scenario | and Scenario I
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher real wages under Scenario Il than Scenario |.

effect on nominal wage levels. Under the assumption that there are decreasing mar-
ginal returns to labor and that wages equal the marginal returns to labor, higher
employment rates in Scenario II imply lower marginal returns to labor and thus lower
nominal wages. Though in both Scenario I and Scenario II real wages are higher post-
trade integration than before because of the decrease in prices that accompanies inte-
gration, this countervailing decrease is identical under both scenarios. Thus, for
ASEAN as a whole, wage levels are lower under Scenario II than Scenario I. Similar
mechanisms explain real wage differences by worker type and sector.

Welfare

Trade integration increases welfare more across ASEAN and in each ASEAN country
when labor mobility costs are reduced for all workers rather than for skilled workers
alone. Aggregate welfare levels within ASEAN are 29 percent higher in Scenario II than in
Scenario I (figure 4.22). Skilled workers would experience even greater welfare gains than
unskilled workers, driven by greater wage differences for these workers. The still signifi-
cant welfare gains of unskilled workers are a result of this group’s greater employment
opportunities under Scenario II as compared to Scenario I. Welfare gains are consistently
large across countries (figure 4.23). Lao PDR, Malaysia, and Singapore have the largest
positive welfare gains. The other countries are not far behind.
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FIGURE 4.22
Welfare differences in ASEAN and across skill levels between Scenario | and Scenario Il
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Source: World Bank simulations based on Hollweg 2016.
Note: Positive numbers indicate higher welfare under Scenario Il than Scenario I. ASEAN = Association of Southeast
Asian Nations.

FIGURE 4.23
Welfare differences across countries between Scenario | and Scenario |l
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Note: Positive numbers indicate higher welfare under Scenario Il than Scenario I.
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Key takeaways from the simulations

The simulations discussed above show that, both across the ASEAN group of countries
as a whole and within all countries in the region, enhanced trade integration and freer
migration are likely to have complementary welfare effects. Enhanced trade integration
would have a more positive effect on welfare if it occurred alongside a reduction of
mobility costs for skilled workers in the services sector. Even larger welfare gains would
be possible if labor mobility costs were lowered for all workers and not only skilled ser-
vices workers as currently envisaged under the AEC. Importantly, welfare gains would
be more broad-based if labor mobility costs were lowered for all workers.

For the ASEAN region as a whole, the effects of enhanced trade integration on wages
differ across simulations and are negative in some cases. In contrast, the simulation
results point to more positive effects on employment. All countries experience a lower
share of the working age population that is jobless under the scenario that assumes a
reduction in labor mobility costs for skilled services workers. All countries realize an
even lower share of the working age population that is jobless when labor mobility costs
are reduced for all workers. Given that unemployment is increasingly an issue in
Southeast Asia, this provides evidence in favor of lowering barriers to international and
internal labor mobility.

Reducing labor mobility costs for all workers would spread the gains from trade more
widely. If enhanced trade integration occurred under a scenario in which reduced labor
mobility costs were limited to skilled services workers, most welfare gains from trade
would be reaped by these workers. In contrast, if labor mobility costs were reduced for all
workers, the welfare gains from trade would be enjoyed more widely. The generally posi-
tive impacts of immigration on employment, wages, and economic growth that were pre-
sented in chapter 3 provide evidence of how welfare gains manifest themselves and
suggest that these gains are economically significant. These results imply that compre-
hensive measures to free up the movement of labor are necessary to ensure that enhanced
trade integration benefits not just a select few but the population as a whole.

The simulations also demonstrate the likely effect of enhanced trade integration on
intra-ASEAN migration. A comparison of employment shares across countries before and
after enhanced trade integration reveals that enhanced trade integration would create
opportunities for workers to find more productive employment both within their home
countries and abroad. Reducing labor mobility costs would amplify this effect. During this
process, enhanced trade integration could, to a certain extent, amplify existing migration
patterns. Under a more comprehensive reduction of labor mobility costs, the amplification
of some (but not all) existing net migration patterns would be somewhat more pronounced.
If properly managed, larger net migration flows are likely to benefit migrants and both
labor-receiving and labor-sending countries.

Overall, this chapter’s findings suggest that lowering barriers to labor mobility would
benefit ASEAN countries. The chapters in part II discuss how these barriers arise and
how they can be lowered to maximize the gains from migration and enhanced trade
integration.



150

I MIGRATING TO OPPORTUNITY

Notes

1.

10.

11.

Trade-related barriers restricting economic integration within ASEAN remain, and the
realization of enhanced trade integration remains an ongoing effort. Still, ASEAN member
countries have made substantial progress in liberalizing trade. Particularly noteworthy are
the tariff reductions that happened through the 2009 ASEAN Trade in Goods Agreement.
However, services sector trade liberalization has so far been modest, and the identification
and removal of nontariff barriers in goods has also been limited (ILO and ADB 2014).

. The other five basic assumptions underlying Mundell’s stylized theory are (1) technologies

are identical across countries; (2) returns to scale are constant (if the inputs of all factors of
production are increased by a factor of two, output doubles); (3) competition is perfect
(there is a large number of buyers and sellers and producers have no market power to set
prices); (4) there are no domestic distortions; and (5) consumer preferences are identical
across countries and are homothetic (the relative demand for different goods depends on
their prices but not on consumers’ income or wealth).

More recently, theoretical models have been developed in which trade and migration are no
longer necessarily either substitutes or complements, but more complex interactions
between international flows of goods and production factors can emerge. See, for example,
Iranzo and Peri (2009).

For a detailed discussion of regional agreements with labor components, see ILO and ADB
(2014), Martin and Abella (2014), and Jurje and Lavenex (2015).

. There was a quota on the entry of Mexican TNs between 1994 and 2004 (Martin and

Abella 2014).

A prominent voice in this debate was Martin (1993) who predicted that NAFTA would lead,
at the very least, to a migration hump.

. The simulation results presented in this chapter are based on the application in Hollweg

(2016) of the Trade Shocks and Labor Adjustments Toolkit recently developed by the World
Bank (Hollweg et al. 2014). The toolkit encompasses a general equilibrium model for simu-
lating the effects of trade-related shocks on wages, employment, and welfare. For a summary
of the data used by Hollweg (2016), see the online appendix.

The firm’s production function is assumed to be Cobb-Douglas, so that the substitution
between capital and labor is unity.

These sectors reflect the level of aggregation necessary for comparability across data
sources.

More formally, the worker’s expected welfare in sector i, EV, is the present discounted value
of the worker’s real wage, a sector-specific fixed nonpecuniary benefit, and an option value
reflecting the possibility of moving to a different sector with a higher wage based on the
structural model of the worker’s choice of employment sector.

The mechanics of the model are more simplified than other computerized general equilib-
rium (CGE) models such as the Plummer, Petri, and Zhai (2014) model used in ILO and ADB
(2014). Additionally, the model underlying the simulations presented here differs substan-
tially from the one used by Plummer, Petri, and Zhai (2014), which (1) uses a CGE model that
allows for a richer modeling of the interactions among actors within and across countries
and (2) models structural transformations and compares outcomes between no enhanced
and enhanced trade integration. In contrast, the model underlying this chapter is used to
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12.

13.

14.

15.

simulate how effects of enhanced trade integration depend on whether trade integration hap-
pens under partially or comprehensively reduced labor mobility costs. Nevertheless, the
aggregate results of the baseline do not differ significantly from those in ILO and ADB (2014).

This chapter does not explicitly discuss the effects of enhanced trade integration within
ASEAN under Scenario I. At least qualitatively, the effects of enhanced trade integration
under the baseline scenario and Scenario I are very similar. For instance, under Scenario I,
enhanced trade integration again leads to higher wages, employment, and welfare across
ASEAN; to a reallocation from unskilled to skilled employment; and to positive real wage
increases in all countries expect Lao PDR (and practically no wage changes in Indonesia and
Vietnam). The purpose of the simulations is to show that the effects of trade integration
could be different under different assumptions of labor mobility, rather than to anticipate the
effects of enhanced trade integration.

Robustness tests, which use reductions of 10 percent and 30 percent, were also undertaken and
show results that are generally consistent with those presented in the chapter. The results of
these robustness tests are available from the authors upon request. Labor mobility costs exist
for a variety of reasons that are unrelated to the efforts of the AEC to facilitate labor mobility,
for example, skills mismatches or geographic relocation. As such, efforts to enhance labor
mobility within the AEC would only be expected to partially affect labor mobility costs.
Without existing evidence of how efforts to enhance labor mobility within the AEC could affect
labor mobility costs, and given significant variability in changes in international labor mobility
costs after integration in other regions, a 20 percent reduction in labor mobility costs was cho-
sen for the simulations, along with the robustness tests of 10 and 30 percent. The magnitude of
the decline in labor mobility costs is imposed exogenously and does not reflect any attempt to
predict the impact of existing or future labor mobility initiatives on labor mobility costs.

The differences in net migration flows between the baseline and Scenario I result largely
from differences in the effects of enhanced trade integration on the movement of skilled
labor under the two scenarios.

This chapter does not explicitly discuss the effects of enhanced trade integration within
ASEAN under Scenario II. At least qualitatively, the effects of enhanced trade integration
under the baseline and Scenario II are very similar.
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CHAPTER 5

A Framework for Migration Systems and
Migration Costs

Introduction

This second part of the book turns to the management of migration. The first part showed
the significant role that migration plays in the Association of Southeast Asian Nations
(ASEAN) region and discussed the generally positive impact of migration for sending
countries, receiving countries, and migrants themselves. Simulations showed how differ-
ent policy regimes related to the mobility of workers within and across borders are likely
to affect ASEAN countries as they continue to integrate. However, the specific ways in
which labor mobility costs arise, and specific policy interventions to reduce these costs,
were not addressed. The second part of the book investigates the channels through which
policy affects the ability of workers to change jobs, focusing on migrants crossing borders
in search of employment opportunities.

This chapter presents a framework that breaks down migrations systems into their
components and discusses how mobility costs can emerge from each component when
management policies are absent, weak, or ineffective. Chapter 6 focuses on migration
policies in ASEAN’s main receiving countries, chapter 7 on migration policies in its
main sending countries, and chapter 8 on regional migration policies. Analyzing the
immigration and out-migration systems of each ASEAN country would be ideal, but
data and information limitations make this impractical in most cases. Thus, the migra-
tion systems of ASEAN’s main receiving and main sending countries are reviewed with
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information about other countries included where possible. The concluding chapter of
the book provides policy recommendations to help policy makers reduce international
labor mobility costs to maximize the benefits of migration.

The migration system

Managing international migration requires reconciling the needs of sending and receiv-
ing countries, employers, and migrants themselves (figure 5.1). The needs of these
actors are not always aligned. Receiving countries such as Malaysia, Singapore, and
Thailand need both low- and high-skilled migrants to fill labor shortages, but govern-
ments are cautious of public attitudes that can be skeptical of low-skilled migrants.
Employers in receiving countries also use migrants to fill shortages. Their objective,
however, is profit maximization rather than economic growth. Sending countries, such
as Cambodia, the Lao People’s Democratic Republic, and Myanmar, can gain from
migration through skill transfers, reduced unemployment, international business net-
works, and remittances; nonetheless, these countries are also concerned about the loss
of human capital through brain drain and the treatment of their migrants abroad (Ratha,
Yi, and Yousefi 2016). Finally, migrants themselves benefit from employment opportu-
nities and higher wages, but face often significant upfront costs to migrate.

FIGURE 5.1
Actors in migration management

Employment
Remittances Migrant needs
Networks

Shortages
Skills mismatch

Employer needs
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Migration systems are generally composed of the governance of the system and four
additional components (figure 5.2). These components work together to reconcile the
needs of host and source countries, employers, and migrants.

+ The governance of the migration system refers to the legal and institutional frame-
work organizing the system, and to bilateral agreements between sending and receiv-
ing countries. The roles of actors in the migration system—migrants, employers, and

FIGURE 5.2
Framework of the migration system and costs arising in each of its components
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sending and receiving countries—are structured by migration-related objectives
included in national economic and migration plans and in national migration, labor,
and other legislation and regulations. These roles are also coordinated by bilateral
labor agreements that govern migration between two countries.

+ The admissions component determines who migrates and in what numbers
through entry paths, quantity restrictions, and recruitment. Immigration systems in
receiving countries frequently construct different paths for migrants of different skill
levels. For low-skilled immigrants, in particular, entry paths can be restricted to
certain source countries and/or to certain sectors or occupations of employment.
Migration systems in sending countries can also influence entry paths through bilat-
eral agreements. Quantity restrictions either set immigration targets or impose
restrictions on the number of immigrant workers. These restrictions can be imposed
in the form of numerical caps or in the form of levies that employers or foreign
workers must pay. Recruitment is the process of matching migrant workers with
employers. Though public recruitment occurs in some places, private recruitment
by recruitment agencies and brokers, who charge a fee for facilitating labor migra-
tion, is dominant in ASEAN.

+ The employment component involves the terms of employment and the protection
provided to workers. Immigration policies governing the employment of migrant
workers are closely related to admissions entry paths. Entry paths frequently
determine the conditions of employment, with more generous employment terms—
including contracts of longer duration and the ability to migrate with dependents—
generally offered to more highly skilled migrants. Protections available to migrants
while they are working in the host country include coverage by the minimum wage,
the ability to change employers, eligibility for social protection benefits, and avail-
ability of complaint mechanisms in the case of violations of these protections.
Protections also include efforts by sending countries to prepare out-migrants for
employment abroad prior to departure through predeparture training and vetting
of employment contracts, and after departure through labor attachés posted in the
host country.

+ The exit component involves the return of migrant workers to their source countries.
The exit stage encompasses sanctions and incentives in the host country designed to
punish temporary migrants who overstay their employment passes and to reward
those who return; diaspora engagement undertaken by sending countries to form
connections with diaspora; and reintegration policies used by sending countries to
help returning migrant workers reenter labor markets.

+ The enforcement component involves implementation of migration policy and
oversight of the other components of the migration system. Enforcement involves
oversight of the emigration and immigration processes to ensure that workers
migrate using formal channels, of recruitment agencies to ensure that recruitment
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is done legally, and of employers to ensure that migrants are treated according to the
law. In particular, enforcement involves efforts to coordinate the implementation of
migration policy across government agencies and levels of governments and the
targeting of oversight to border and interior enforcement, and to employers and
migrant workers.

Migration costs and the migration system

Breakdowns and weaknesses in each component of the migration system increase the
cost of international migration (figure 5.2). Migration costs include the direct monetary
costs of fees charged by recruitment agencies for placing migrants in jobs and by migra-
tion authorities for exit and entry visas. They also include opportunity costs that
arise when migration procedures are complex and time-consuming. But these costs also
arise less directly when regulations and institutions do not function appropriately, the
immigration system is not well aligned with economic needs, and protections for
migrant workers are inaccessible.

In the admissions component, migration costs emerge from cumbersome entry
procedures and quantity restrictions that do not reflect economic needs. Entry pro-
cedures frequently involve monetary costs to obtain necessary documents and time
costs to comply with necessary procedures. When procedures are complex or require
the involvement of many different agencies, these time costs can be high and repre-
sent significant lost wages. High-skilled migrants, in particular, are likely to be
dissuaded by lengthy or cumbersome entry procedures because of their higher
opportunity costs. When quantity restrictions are not calibrated to economic needs,
they may be overly restrictive and impose unnecessarily high costs for their objec-
tives. Lack of input from stakeholders is one reason the restrictions may not reflect
economic needs. Additionally, entry paths and quantity restriction that lack trans-
parency and predictability can create uncertainty for migrants and decrease their
expected benefits.

Migration costs associated with the recruitment subcomponent of admissions can
be significant. Fees for recruitment agents paid for job placements are some of the most
significant costs. Important drivers of this cost are information asymmetries between
workers who are familiar with their own skills but not with available jobs and employers
who are familiar with available jobs but not with worker skills (Ahsan et al. 2014).
Intermediaries are then able to intervene to link the two parties, charging a fee to bridge
the information gap. Recruiters also provide services beyond intermediation, including
helping migrants navigate complex migration processes, obtain necessary documenta-
tion, and travel domestically and internationally. The fee charged by recruiters often
bundles these services together, thus obscuring the actual cost to migrants (Abella,
Martin, and Yi 2015). Migrants also incur opportunity costs during the process of
searching for employment abroad.
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Migration costs also arise in the employment component of the migration system.
Migration systems often set employment terms that restrict occupations, sectors, and
employers. Restrictions that are too rigid limit the benefits that migrants can obtain
from migrating, as occurs when migrants are not able to switch employers even if a
higher wage is available. Employment terms that are overly short limit the benefits
migrants can receive from work abroad. Renewing terms of employment can involve
similar costs to those associated with entry procedures. The cost of sending remittances
is an important financial cost incurred by migrants during employment.

Numerous costs can arise in the protection subcomponent. Wages and benefits
that are less than expected, particularly less than those specified in a contract or that
violate a legal minimum wage, create a cost for migrants, along with employment pro-
tections and benefits that are not enforced. Additionally, benefits that are not portable
are lost to migrants who return to their host country. Migrants face additional costs
when their qualifications are not recognized and when they work in jobs that do not
deploy their skills. Costs also arise before departure as part of a sending country’s
protection regime. These include financial costs (for instance, contributions to migrant
welfare funds, predeparture training fees, and health examination fees) and the oppor-
tunity costs of obtaining the necessary documentation and attending mandatory pre-
departure training.

Costs are incurred to migrants during exit if they are prevented from remigrating to
a destination country where they have developed country-specific skills such as lan-
guage competencies. “Cooling off” periods that prevent remigration for a certain time
period impose similar costs. The absence of mechanisms to facilitate return and to cre-
ate opportunities for migrants upon return can make return financially costly and waste
skills gained abroad.

Governance and enforcement impact the costs that arise in all of the other compo-
nents of the migration system. When legislation is unclear and institutional responsibili-
ties are duplicative or misaligned, costs arise in various components of the migration
system. Excessive bureaucracy may affect the efficiency of entry procedures while loop-
holes may arise in the oversight of private recruitment agencies. Costs can also arise when
bi- and multilateral agreements are inconsistent with existing regulations. Patchwork leg-
islation and ill-defined, ill-equipped institutions often translate into migrant protections
that go unenforced or only partially enforced. Enforcement that is poorly coordinated and
poorly targeted undermines even the best legislative and institutional frameworks, allow-
ing costs to arise in each of the areas discussed above.

Breakdowns and weaknesses in the migration system can be grouped into five major
problem areas that increase the costs for migrants seeking employment abroad (figure 5.2).

1. Migration systems often have difficulty responding to economic needs. Restrictions
on the number of migrants a country can receive are frequently not aligned with the
needs of the labor market. For instance, Malaysia imposes a levy on foreign workers
in part to control the number of low-skilled migrants that enter the country; how-
ever, even as the economy has evolved, the levy has been left unadjusted for signifi-
cant periods, for example, in 1999-2005, 2005-09, and 2011-16.
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2. There is a lack of coordination within sending and receiving countries as well as
among these countries, employers, trade unions, workers, and migrants. In Indonesia,
lack of clarity in the responsibilities of the main agencies responsible for migration
has led to interagency disputes, uncertainty among migrants about which agency to
seek out in case of need, and duplicative processes. Although some bilateral agree-
ments have been formulated to coordinate migration between sending and receiving
countries in ASEAN, the agreements often lack transparency and input from employ-
ers and migrants.

3. Information asymmetries arise among migrants and employers. Migrants in ASEAN
are heavily dependent on recruitment agencies and informal labor brokers to reduce
these asymmetries. Recruitment agencies are critical intermediaries that guide
migrants from Cambodia, Lao PDR, and Myanmar through the complicated migra-
tion process created by memorandums of understanding (MOUs) governing formal
migration to Thailand.

4. Employers and recruitment agencies are able to exploit these information asymme-
tries to extract rents from the migration system. Labor brokers capture a significant
portion of the difference in wages between sending and receiving countries simply
for connecting employers and migrant workers (Ahsan et al. 2014). In Thailand,
labor brokerage fees are hundreds of dollars higher for migrants from Cambodia and
Lao PDR who choose to migrate formally (Jalilian and Reyes 2012).

5. Both sending and receiving countries tend to focus on the short-term benefits and
costs of migration. Thailand, for example, has struggled to formulate a long-term
migration policy. Periodic regularizations of undocumented migrants and a nation-
ality verification process have been used as de facto migration policy. Sending coun-
tries have begun to consider the potential benefits of migration for labor markets and
economic development more generally. However, programs to support returning
migrants and to connect with their diaspora are in their infancy.

Migration costs in practice

Chapter 2 indirectly estimated the costs for workers to migrate across borders for work.
This approach permitted cross-country comparisons of the costliness of labor mobility,
but could not reveal the individual costs that migrants face when moving internation-
ally for work or how these costs vary across different types of migrants. Comprehensive
data on these costs are generally not available. However, recent surveys undertaken in
many migration corridors and other research on migration costs suggest several fea-
tures about the composition and drivers of migration costs (Abella and Martin 2016;
Abella, Martin, and Yi 2015; Ahsan et al. 2014).

+ Costs vary significantly across origins and destinations, gender, and even individuals.
In the sample of countries investigated in Abella, Martin, and Yi (2015), the existence
of bilateral agreements was associated with lower migration costs and the presence
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of labor supply companies with higher costs. Experience working abroad and unem-
ployment were migrant characteristics associated with lower migration costs.

+ The monetary costs of migration can be quite high relative to the income earned in
the destination country.

+ Migration costs tend to be higher as a proportion of wages for low- than for high-
skilled migrants.

+ Recruitment fees are often higher than legal limits.

+ Because of the large supply of and lack of differentiation among low-skilled migrants,
these migrants, and not their employers, often pay much of the recruitment fee com-
ponent of migration costs.

Several recent analyses provide estimates of overall migration costs for migrants in
ASEAN. Recent surveys of Vietnamese foreign workers in Malaysia and of Indonesian
migrants to Malaysia who had repatriated, and several rough estimates from nongov-
ernmental organizations and other sources provide an indication of the range of total
migration costs from several countries to Malaysia (figure 5.3). Of the Vietnamese
migrants to Malaysia, nearly all (95 percent) migrated via recruitment agents or bro-
kers, with mean migration costs at $1,374 (in 2014 US$), equivalent to 3.5 months of
earnings in Malaysia (ILO and KNOMAD 2015).! Migration costs for Vietnamese

FIGURE 5.3
Migration costs to Malaysia by source country
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workers are significantly higher than those faced by Indonesian workers, likely reflect-
ing in part the proximity of Indonesia and Malaysia.? Migration costs from Cambodia
and Myanmar, which reflect only the recruitment fee paid by the migrant, lie between
these two. Costs from Bangladesh and Pakistan are much higher than those from
ASEAN countries, though a recent government-to-government agreement between
Bangladesh and Malaysia seems to have reduced these costs significantly
(Wickramasekara 2016).

The survey of Vietnamese migrants in Malaysia shows the importance of the recruit-
ment fee in the total cost of migration. The survey is able to provide only a rough decom-
position of migration costs because migrants, who frequently pay a lump sum to
recruiters, are often unaware of the cost of each component (for instance, only 3 percent
were aware of the cost of a visa). The survey suggests that recruitment fees, visa costs,
and international and local travel are the primary drivers of migration costs (table 5.1).
In the survey, eighty percent of the Vietnamese migrants reported borrowing money to
pay the cost of migrating. Seventy percent reported that their employers paid their
migration costs, and of these 96 percent had to repay their employer through deduc-
tions, including for recruitment fees. Most work between 25 and 36 months to repay
their employers.

High migration costs are closely linked to undocumented migration. When migra-
tion costs are high, whether because of high financial costs or a lengthy admissions
process, migrants are incentivized to seek out informal channels. A 2013 survey of
Indonesian migrants conducted by the World Bank in collaboration with Statistics
Indonesia shows that migration costs are particularly high for regular relative to irregu-
lar migrants (figure 5.4). High (documented) migration costs give migrants an incentive
to break the law and migrate informally to avoid fees associated with documentation

TABLE 5.1
Composition of migration costs for Vietnamese migrants to Malaysia

(US$)

Cost component Mean Median SD
Fees paid to recruiter 1248 1260 224
Visa 307 377 273
International travel 88 88 88
Local travel 69 40 87
Informal payments 30 16 38
Medical test 28 25 17
Passport 18 10 23
Health/life insurance 13 13 10
Security clearance 2 1 4
Total cost 1374 1370 280

Source: ILO and KNOMAD 2015.
Note: SD = standard deviation.
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FIGURE 5.4
Average monetary migration costs for male Indonesian migrants in Malaysia
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and to avoid losing wages while waiting for migration paperwork to be processed.
Migration costs were higher for regular male migrant workers in every occupation cov-
ered in the survey, including by as much as 50 percent for construction workers.

Similarly, migration costs for migrants to Thailand from Cambodia and Lao PDR are
much lower for irregular workers. A study of migrants to Thailand from Cambodia and
Lao PDR estimates that migration costs are US$626 for regular migrants from Lao PDR
and US$747 for those from Cambodia, several times higher than the costs for irregular
migrants with and without documentation (table 5.2). For the regular immigrants, labor
brokerage and passport fees are particularly significant. Brokerage costs, which may
include other fees for documents or transportation if migrants paid in a lump sum,
make up at least three-quarters of the cost in both cases. Transportation and passports
make up the second- and third-largest costs for migrants from Lao PDR, and passport
and physical checkups for those from Cambodia. Irregular migrants pay hundreds of
dollars less in brokerage fees and, particularly in the case of migrants from Cambodia,
much less for passports.

However, simply finding that the costs of regular migration to Thailand are high
does not itself explain the prevalence of irregular migration to Thailand. After all,
regular migrants likely earn more, are eligible for additional benefits, and may feel
less vulnerable, meaning that the net benefit of migrating regularly may still be posi-
tive. A recent cost benefit analysis of migrants from Lao PDR and Cambodia to
Thailand in the construction and domestic work sectors provides evidence that irreg-
ular migration remains a rational choice for migrants even after taking these poten-
tial benefits into account (Holumyong and Punpuing 2014). The net benefits of
migration are never highest for migrants using the formal migration pathway
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TABLE 5.2
Composition of migration costs for migrants to Thailand from Lao PDR and Cambodia

(US$)

Lao PDR Cambodia
Irregular Irregular

Cost With Without With Without
component Regular documentation documentation Regular documentation documentation
Brokerage fee 484 15 96 625 33 136
Passport 42 14 0 110 4 0
Border pass 0 1 0 0 26 0
Physical 37 4 0 10 0 0
checkup
Transportation 47 9 10 2 77 81
Other 16 13 0 0 10 0
Total 626 56 106 747 150 217

Source: Jalilian and Reyes 2012.

established in MOUs between Thailand and each country (figure 5.5). Irregular
migration is preferable for domestic workers from both Lao PDR and Cambodia,
while registration—irregular migration with subsequent legal registration in
Thailand—is preferable for construction workers from both countries. The cost-ben-
efit analysis also highlights the importance of addressing migration costs related to
lengthy processing times. When the time costs associated with completing the MOU
process are not considered—in other words, if the time costs were minimal—formal
MOU pathways offer the largest net benefits in every case except that of domestic
workers from Cambodia (figure 5.6).

Though these analyses of overall migration costs do not include the cost of sending
remittances, remittance costs are a particularly important component of overall migra-
tion costs because they affect how earnings abroad are translated into benefits for
non-migrating household members. In general, remittance costs are lower in corridors
with larger migrant flows and more competition and are higher in corridors that are
wealthier and have more banks in remittance markets (Beck and Martinez Peria 2009).
In ASEAN, remittance costs to the three main destination countries averaged
8.4 percent of the total cost of sending US$200 in remittances in the third quarter of
2016, higher than both the global average of 7.4 percent and the East Asia and Pacific
average of 8.2 percent (World Bank 2016b). The average remittance cost was lowest
from Singapore at 4.6 percent followed by from Malaysia at 6.2 percent (table 5.3).
Specifically, average remittance costs were lowest in the Singapore-to-Philippines cor-
ridor at 3.0 percent and in the Malaysia-to-Myanmar corridor at 3.5 percent. Thailand’s
average remittance cost was significantly higher at 14.4 percent, with high costs to
send money to this country’s three most important source countries, Cambodia, Lao
PDR, and Myanmar.



168 | MIGRATING TO OPPORTUNITY

FIGURE 5.5
Net benefits of migrating to Thailand with time costs
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FIGURE 5.6
Net benefits of migrating to Thailand without time costs
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TABLE 5.3
Remittance costs in ASEAN and comparator countries
(Cost to send US$200, expressed as a percentage of the total amount sent)

To

IDN KHM LAO MMR MYS PHL THA VNM Ave

From MYS 5.6 35 4.4 10.5 6.8 6.2
SGP 4.8 5.1 3.0 55 4.6

THA 15.2 14.1 14.4 12.3 16 14.4

AUS 8.3 13.1 5.4 1.3 9.1 9.4

CAN 6.2 8.0 7.1

KOR 4.7 4.7

USA 8.1 53 1.7 4.6 7.5

Source: Remittance Prices Worldwide, World Bank, http://remittanceprices.worldbank.org.

Note: AUS = Australia; CAN = Canada; IDN = Indonesia; KHM = Cambodia; KOR = Korea; LAO = Lao PDR;
MMR = Myanmar; MYS = Malaysia; PHL = Philippines; SGP = Singapore; THA = Thailand; USA = United States;
VNM = Vietnam.

Notes

1. These costs include fees for brokerage, passports, visas, health insurance, medical exams,
police clearance, contract approval, training, skills tests, food, housing, and local and inter-
national transportation costs.

2. Indonesian migrants were asked, “How much was the total cost for working abroad?”
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CHAPTER 6

Migration Policy in Receiving Countries

Introduction

Migrant-receiving countries in the Association of Southeast Asian Nations (ASEAN)
are faced with the challenge of managing the inflow of migrant workers to fill labor
shortages and skills gaps while also considering political constraints. The need for low-
skilled workers to fill labor market demand, concerns about displacement of local work-
ers by less-skilled immigrants, and a desire to benefit from the knowledge and skills of
high-skilled immigrants often influence admissions policy. Receiving countries are also
concerned about protecting immigrants from exploitative recruitment and employ-
ment practices that may make them less attractive destinations and put local popula-
tions into unfair competition with migrants. Because most migration in ASEAN is
temporary, consideration must also be given to how to design migrant worker schemes
to manage contract renewal or exit once employment contracts expire.

The framework of the migration system presented in the previous chapter can be
applied to receiving countries to benchmark their migration systems (figure 6.1).
Receiving countries set entry paths and quantity restrictions for incoming migrants and
regulate recruitment agencies operating within their borders. They also set the terms of
employment contracts, at times in conjunction with sending countries through bilateral
agreements, and determine the availability of protections such as social protection and
treatment under labor law. Finally, receiving countries establish exit policies in an
attempt to ensure that temporary migrant workers return home when their employ-
ment terms expire.
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FIGURE 6.1
Framework of the migration system in receiving countries
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The rest of this chapter benchmarks the immigration systems of ASEAN’s main
receiving countries using this framework.! Singapore is a model in many respects,
having achieved a migration system with high formality and strong links between the
migration system and economic needs. The city-state’s concerns focus mainly on man-
aging an economy that is highly reliant on low- and mid-skilled workers to fill labor
shortages resulting from strong economic growth and a shrinking working-age popula-
tion, while addressing concerns about sluggish productivity growth and a perceived
overreliance on foreign workers. Thailand, in contrast, has not been able to achieve a
highly formal migration system. The system lacks mechanisms to respond to economic
needs, permits high rents to recruitment agencies that navigate a complex migration
bureaucracy, and is stuck in a cycle of short-term registrations and regularizations of
informal migrants. The large presence of undocumented migrants and the continued
preference of migrants from Cambodia, the Lao People’s Democratic Republic, and
Myanmar for irregular channels has made addressing undocumented migration a top
priority. Still, the country has made some progress in engaging with its main
sending countries. Malaysia lies somewhere between Singapore and Thailand.



MIGRATION POLICY IN RECEIVING COUNTRIES | 173

Malaysia’s migration system has elements designed to respond to economic needs.
However, short-termism in migration decisions and a lack of coordination among
stakeholders have resulted in ad hoc decision making that has undermined trust in and
the effectiveness of the migration system. In Brunei Darussalam, the government’s
migration policy is shaped by a push to prioritize local employment in the private sector
as concerns grow about overreliance on public sector employment, a result of signifi-
cant oil revenues. Skilled migrants are often subject to the same restrictions as their
lower-skilled counterparts, as the focus of migration policy is less on attracting the
highly skilled and more on facilitating a transition to domestic employment across a
range of sectors and skill-levels.

Table 6.1 summarizes areas for improvement and indicates the countries in which
they are a particular concern.

TABLE 6.1
Priority areas for improvement in the migration systems of ASEAN’s main
receiving countries

SGP MYS THA BRN

GOVERNANCE

Legislation

No national migration plan X X X —
Patchwork legislation and regulation O X X —
Institutions

Lack of coordination/clear institutional roles O X X —
Weak tripartite relationship O X X —
Bilateral agreements

MOUs not responsive to economic needs n.a. X X —
ADMISSIONS

Entry paths

Unclear application process @) X X —
Complicated and cumbersome procedures O X X —
Not well-differentiated by skill level @) X X
Quantity restrictions

Not implemented or not binding ©) X X —
Unclear objectives (@] X n.a. —
Not responsive to economic needs (O] X n.a —
Lack transparency and predictability (@] X n.a. —
Recruitment

Lack of oversight of private agencies (@] (@) X —
Ineffective licensing ©) X — —
High recruitment costs X X X —

table continues next page
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TABLE 6.1
Priority areas for improvement in the migration systems of ASEAN’s main
receiving countries (continued)

SGP MYS THA BRN

EMPLOYMENT

Terms

Overly rigid X X X —
Not well-differentiated by skill level @) @) X —
Lengthy and time-consuming renewal O X X —
Protection

Protections/access different for migrants and locals X X X —
Weak protections for domestic workers X X X X
EXIT

Sanctions and incentives

Employer-driven process X X (@] X
Lack of coordination with sending countries X X @) —
Moral hazard related to regularization @) X X —
ENFORCEMENT

Coordination

Lack of coordination with sending countries X X @) —
Lack of proactive enforcement X X X —
Targeting

Focus on migrant worker more than employer ©) X X —
Focus on security more than protections (@] X (@] —
Note: — = not available; X = problem area is a priority for a given country; O = problem area is not a priority; n.a. = not

applicable. BRN = Brunei Darussalam; MOU = memorandum of understanding; MYS = Malaysia; SGP = Singapore;
THA = Thailand.

Governance
Legislative framework

ASEAN’s main receiving countries have not published national strategy documents out-
lining priorities for migration policy. Malaysia has gone the farthest toward articulating an
official migration policy. The 11th Malaysia Plan includes improving the management of
foreign workers as a strategy to enhance labor market efficiency and accelerate economic
growth. The Plan calls for placing a cap on foreign workers at 15 percent of the population,
clarifying responsibilities for managing migrant workers, and improving the recruitment
system. In Singapore, the prime minister announced a slowdown in immigrant worker
flows in 2009, and the government has a soft target to keep migrant workers at 30 percent
of the workforce; however, no public plan for managing migration has been produced
(Singapore, ESC 2010). Thailand has not produced a migration strategy.
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Despite its lack of a national strategy, Singapore manages migration through a com-
prehensive legislative framework, whereas Malaysia does so through a patchwork of
legislation and policy pronouncements. Separate legislation governs entry and exit into
Singapore (Immigration Act, last amended in 2008); the management of foreign work-
ers, including issuance of work permits, the obligations of employers, and punishment
for illegal employment (Employment and Foreign Manpower Act, last amended in
2012); and the regulation of recruitment agencies (Employment Agencies Act, last
amended in 2011) (Yue 2011). These laws, in conjunction with several others governing
employment conditions, provide a comprehensive system of rules for a migrant’s entry
into, employment in, and exit from Singapore.

Although Malaysia has developed a full set of employment permits to allow low-,
mid-, and high-skilled migrants to work in the country, no comprehensive law or sys-
tem of laws has guided the creation of these permits. Current legislation deals primar-
ily with overseeing entry into the country and punishing undocumented migrants and
their employers (Immigration Act 1959/63 with amendments in 1998 and 2002);
ensuring that local employees are not disadvantaged by the employment of foreign
workers (Employment Act 1955, with an amendment in 1998); and regulating recruit-
ment (Private Employment Agencies Act 1981).> In part as a result of the lack of a
comprehensive legislative framework, migration policy making has frequently
occurred through pronouncements of new policies by the Malaysian Ministry of Home
Affairs or the Ministry of Human Resources as problems have emerged. On several
occasions, these policies have been quickly reversed, revised, or delayed because of
public reaction. This occurred twice in 2016 with the announcement of a large increase
to the foreign worker levy, which was then reduced, and with the announcement that
the foreign worker levy would no longer be deductible from migrant workers’ salaries,
which was delayed for a year.

Components of Thailand’s main migration-related legislation have never been imple-
mented, and important policy decisions have been made through cabinet resolu-
tions. The 1979 Immigration Act regulates entry into Thailand, while the 2008 Alien
Employment Act is the main legislation regulating the employment of migrants. The
latter act regulates the occupations in which migrants are permitted to work and estab-
lishes tools for hiring workers from Cambodia, Lao PDR, and Myanmar (Paitoonpong
2011). However, implementation of the 2008 Act has been limited with important ele-
ments not applied, such as a foreign worker levy and committees to review the employ-
ment of migrants. Registrations and regularizations of undocumented migrants from
Cambodia, Lao PDR, and Myanmar have been undertaken on an as-needed basis by
cabinet resolutions that have been issued regularly but sporadically. This has created
uncertainty for existing undocumented migrants but has also incentivized further
undocumented migration by suggesting that regularizations will continue to happen.

Institutional framework

Thailand and Malaysia both have inter-ministerial committees charged with policy
making. Until 2014, Thailand’s inter-ministerial Illegal Alien Workers Management
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Committee was charged with policy making for irregular migrants and low-skilled
immigration more generally. However, the conflicting priorities of different ministries—
facilitating migration or regularization in the case of the Ministry of Labor and the
Ministry of Health versus security concerns in the case of the Ministry of the Interior
and the National Security Council—undermined the effectiveness of the Committee
(World Bank 2006; Hall 2011). The military-led government National Council for
Peace and Order replaced the Illegal Alien Workers Management Committee with the
Committee and Subcommittee on Solving Problems of Migrant Workers. The impact of
this change is still uncertain. In Malaysia, the Cabinet Committee on Foreign Workers
and Illegal Immigrants, an inter-ministerial committee of 13 ministers, is chaired by the
deputy prime minster with the Ministry of Home Affairs as secretariat. The Cabinet
Committee is responsible for setting migration policy including recruitment criteria,
sectors and source countries that are eligible for migrant workers, and other require-
ments. In Singapore, responsibility for migration policy making generally lies with the
Ministry of Manpower, though the policy making process is less clear (Koh et al. 2017).

For managing foreign workers, Singapore and Thailand have single agencies in charge
of the various functions involved. In Singapore, the Ministry of Manpower is responsible
for the overall management and regulation of foreign workers. Different divisions
are charged with issuing work passes (Work Pass Division); overseeing working condi-
tions and the well-being of foreign workers, enforcing policy, and regulating recruitment
(Foreign Manpower Management Division); attracting global talent (International
Manpower Division); and overseeing policy (Manpower Planning and Policy Division)
(Teng2014). In Thailand’s Ministry of Labor, the Office of Foreign Workers Administration
in the Department of Employment regulates recruitment, oversees migrant worker reg-
istration, issues work permit applications, and coordinates with various agencies.

Two ministries share responsibility for different aspects of foreign worker manage-
ment in Malaysia, an arrangement that can lead to duplicative roles and misaligned
objectives. First, the Ministry of Home Affairs houses the Department of Immigration,
which manages admissions; the Foreign Worker Management Division, which manages
applications for foreign workers from employers; and the police department that has
responsibility for law enforcement matters, such as criminal cases against migrant
workers, border patrol, and undocumented workers. Second, the Department of Labor
of the Ministry of Human Resources regulates recruitment agencies and is responsible
for employment-related issues concerning migrants.> While the 11th Malaysia Plan
seeks to clarify these roles, the ministries are currently responsible for similar tasks:
both must approve an employer’s application to hire a foreign worker, and both are
involved in licensing agencies that participate in the recruitment of foreign workers.
The overlapping responsibilities complicate applications for foreign workers and under-
mine the agencies’ ability to determine which and how many migrant workers should be
admitted. Instances of joint enforcement operations are rare.

Tripartite relationships vary in ASEAN’s receiving countries. In Singapore, the gov-
ernment is known for a close relationship with employers and labor* that allows
for negotiation on matters related to foreign workers (Teng 2014). In Malaysia,
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the relationship between employers and the government is less institutionalized.
Negotiations about policy changes seem to play out in public, as when levy changes
have been announced and have prompted strong reactions from the Malaysian
Employers Federation. Still, dialogue does occur between industry associations and the
government as the associations provide input on decisions about dependency ceilings
(Abella and Martin 2016). Similarly, labor unions do not have an institutionalized role
in Malaysia. The extent of collaboration between private sector employers and migra-
tion officials in Thailand is less clear. The 2008 Alien Employment Act envisioned
committees of employers and trade unions to review the employment of migrant work-
ers, though these do not seem to have been created. However, the government’s regu-
larization campaigns have been in part a reaction to employers’ continued demand for
lower-skilled workers.

Singapore and Malaysia both have special public agencies devoted to attracting
and keeping global talent. In Malaysia, the Expatriate Services Division within the
Immigration Department of the Ministry of Home Affairs is responsible for managing
the immigration of mid- and high-skilled workers®. The Expatriate Services Division
collaborates with TalentCorp, a specialized agency with a mandate to attract highly
skilled foreign talent to Malaysia and to run the Malaysia Expatriate Talent Service
Centre (MYXpats Centre) that issues employment passes to mid- and high-skilled
workers. TalentCorp seeks to engage with talented Malaysians abroad and encourage
their return and to retain particularly talented expatriates who have short-term employ-
ment passes for longer periods. Singapore’s International Manpower Division within
the Ministry of Manpower has offices throughout the world to attract talented expatri-
ates to Singapore. The National Population and Talent Division in the Prime Minister’s
Office develops strategies for engaging Singaporeans overseas.

Bilateral agreements and memorandums of understanding

Thailand employs memorandums of understanding (MOUs) to manage low-skilled
immigration flows from its main sending countries. MOUs were signed with its main
sending countries: Lao PDR in 2002 and Cambodia and Myanmar in 2003.®* The MOUs
govern all aspects of the migration process from admissions to employment and exit, and
pay particular attention to efforts to prevent irregular migration. They established a for-
mal migration process from Cambodia, Lao PDR, and Myanmar to Thailand for the first
time; they also set the stage for regularization programs for informal migrants in Thailand.
The MOUs have also provided a venue for regular meetings between the governments of
Cambodia, Lao PDR, and Myanmar and that of Thailand on migration-related issues.
Malaysia supplements its regulatory framework for migration with MOUs, while
Singapore has not used the bilateral approach. Malaysia has signed MOUs with
Bangladesh, Cambodia, China, India, Indonesia, Pakistan, the Philippines, Sri Lanka,
Thailand, and Vietnam (Blomberg and Sothear 2015). These agreements supplement
Malaysia’s legislated immigration system, and they include elements such as recom-
mended recruitment fees (in the case of Indonesia and Bangladesh); standard contracts
for foreign workers (Bangladesh, Indonesia, and Vietnam); a minimum wage (Bangladesh);
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migrant protections such as preventing employers from keeping a worker’s passport
(Indonesia and Bangladesh); and responsibilities of different parties (India and Indonesia)
(Wickramasekara 2015). Malaysia also signed a government-to-government recruitment
agreement with Bangladesh that seemed to reduce migration costs significantly. The
MOU governed immigration into the palm oil sector and replaced private recruitment
agencies with a public recruitment model. Migration costs declined as much as 8 to
10 times; however, the scope of the agreement was limited by a cap imposed by the
Malaysian government, and fewer than 10,000 workers were ultimately recruited despite
the interest expressed by 1.4 million Bangladeshis (Wickramasekara 2015, 2016). A more
recent MOU has reportedly allowed private recruitment agencies to participate in
the process. Singapore, in contrast, does not currently have any bilateral agreements or
MOUs governing immigration.

Despite some successes, Malaysia and Thailand’s MOUs are overly procedural and
do not do enough to reflect economic needs. In both countries, the MOU negotiation
process has not been transparent, and it has incorporated limited input from stakehold-
ers. In both cases, this reflects an over-emphasis on the procedural aspects of migration
and a lack of emphasis on using the agreements to reflect economic needs. In Thailand,
the MOU migration channel involves a months-long application process and payment
of fees to recruiters to help migrants navigate the process. This had led most migrants
to shun formal for informal migration pathways with many not seeing any benefit from
migrating through the MOU channel (MMN and AMC 2013). Malaysia has experi-
enced a similar situation. Its 2011 MOU with Indonesia governing domestic workers
established fixed recruitment fees that appear to have led migrant domestic workers to
seek out informal channels (Harkins 2016). Data collection and sharing and monitoring
and evaluation have been inadequate in the agreements of both countries. In Malaysia,
MOU:s are generally not made public. Additionally, it is not clear how Malaysian labor
standards and migrant quotas included in MOUs fit with existing legislation and
regulations.

One of ASEAN’s primarily sending countries, Lao PDR has used bilateral agree-
ments to fill skills gaps for high-skilled labor and for migration-related technical
assistance. For instance, Lao PDR has an agreement for the Philippines to provide
technical assistance on migration and other labor-related areas (MMN and AMC 2013).

Admissions
Entry paths

Singapore has well-defined entry paths for different types of workers. Workers receive
passes according to their skill level, and each pass includes well-defined tracks that fur-
ther differentiate foreign workers by skill and other characteristics. The stringency of
entry requirements and the generosity of terms and rights both increase with skill level.
Lower-skilled workers are eligible for work permits that are issued in the construction,
manufacturing, marine shipyard, process, services, and domestic work sectors, all of
which are considered to have difficulty attracting local workers (Teng 2014). There is no
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minimum salary to obtain a permit, but migrants from only certain countries of origin
are allowed to work in certain sectors. Mid- or semi-skilled workers who earn at least
$$2,200 each month and have a degree or diploma and relevant work experience can
obtain S Passes. There is no restriction on country of origin. Higher-skilled workers are
eligible for the Employment Pass, which has the most stringent entry requirements but
also the most generous terms of stay in Singapore. Employment Passes are for foreign
professionals, managers, and executives who have a job offer in Singapore; earn at least
$$3,600 each month (with an expectation that more experienced workers will have
higher salaries); and have certain minimum qualifications.’

Malaysia also has well-defined entry paths for different types of workers. Low-skilled
migrants, who generally earn less than RM2,400 a month, enter Malaysia by obtaining
a Visitors Pass (Temporary Employment), or VP(TE). VP(TE)s are only issued in manu-
facturing, construction, plantations, agriculture, services, and domestic work. Passes
are restricted by country for certain sectors. For mid- and high-skilled migrants,
Malaysia has three main entry paths, differentiated by salary. Employment Pass
(Category I) is for migrant workers earning a basic monthly salary of at least RM5,000
per month with an employment contract of at least two years. Employment Pass
(Category II) is for migrant workers with the same minimum monthly salary but with
employment contracts of less than two years. Finally, Employment Pass (Category III) is
for migrant workers earning between RM2,500 and RM5,000 with employment con-
tracts that do not exceed one year.

Entry paths are less differentiated in Thailand and Brunei Darussalam. Only low-
skilled migrants from Cambodia, Lao PDR, and Myanmar can enter Thailand legally via
the admissions process established in Thailand’s MOUs with each country. There is,
however, no definition of a low-skilled migrant, and there is no entry path for mid-
skilled migrants. High-skilled migrants, including intracompany transferees, can obtain
a work permit if they have a prospective employer. They must have a job offer, at least a
bachelor’s degree, and be paid an occupation-specific minimum wage. These migrants
are not permitted to work in 39 occupations, including accounting, engineering, and
architecture, that are covered by ASEAN’s mutual recognition agreements. Brunei
Darussalam has a single entry path for all foreign workers (Ruhs 2016). The country
has recently embarked on a rationalization of the application process that consolidates
two separate entry procedures into one, in an attempt to facilitate entry.

Entry into Thailand through the MOU channel involves numerous and complicated
procedures that result in lengthy application times. This path requires 25 steps and the
involvement of numerous agencies in Thailand as well as in Cambodia, Lao PDR, and
Myanmar. Private recruitment agencies have become necessary to fill information gaps
and help employers and migrants navigate the recruitment process even though it is
nominally government-sponsored. The process takes an estimated 89 days for migrants
from Myanmar, a minimum of 62 working days for those from Cambodia, and a mini-
mum of 55 for those from Lao PDR (ILO 2015). These processing times are significantly
longer than those in many Organisation for Economic Co-operation and Development
(OECD) countries and much longer than the few days that are required to migrate
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informally (figure 6.2). These lengthy procedures are responsible in part for the low
uptake of the MOU channel: migrants can find cheaper alternatives, such as irregular
migration with the possibility of registration. As of February 2016, about 300,000 migrants
had used the MOU channel compared to about 1 million informal migrants who had
been regularized through Thailand’s national verification program (IOM 2016).

FIGURE 6.2
Processing times for employment passes in Malaysia, Thailand, and OECD countries
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The entry of high-skilled migrants into Thailand is also complex, requiring high-
skilled migrants to apply for separate work, stay, and reentry permits. Migrants must first
apply for an entry visa at a Thai embassy or consulate. This allows them to enter the coun-
try for 90 days and apply for a work permit from within Thailand. After the work permit
is issued, prospective migrants must apply in person to extend their visa up to one year.
The migrant must apply for extensions of the work permit and the visa annually. A one-
stop service center is available to expedite visa extension and work permit issuance for
certain categories of skilled workers.

The entry process can also be time-consuming, involved, and opaque in Malaysia.
Obtaining the VP(TE) for low-skilled workers involves approval from both the Ministry
of Home Affairs and the Ministry of Human Resources, a medical examination in both
the origin and destination country, two visas, and a labor market test that can involve
advertising a post for as long as 30 days, twice as long as posting requirements in many
OECD member countries (figure 6.3). In total, the approval process ranges from a mini-
mum of three months to a maximum of one year, much longer than most OECD entry
schemes (figure 6.2). A recent survey of employers undertaken by the Malaysian
Employers Federation in conjunction with the International Labour Organization (ILO)
showed that many employers find the application process to be lengthy and unclear
(MEF 2014). In a recognition of the cumbersome process, improvements have been
made in recent years to simplify the process, including the creation of a centralized
system to handle applications and help employers comply with requirements.

Singapore and Malaysia both have special entry paths for particularly high-skilled
workers that provide additional benefits, particularly additional flexibility. Singapore’s
Personalized Employment Pass allows current Employment Pass holders and foreign
professionals to remain in Singapore for six months without a job to look for work and
exempts them from applying for another pass if they change jobs. Current Employment
Pass holders must earn at least S$12,000 a month to be eligible for the Personalized

FIGURE 6.3
Duration of labor market test in Malaysia and OECD countries
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Employment Pass; overseas foreign professionals must earn at least S$18,000 a month.
In contrast, Malaysia’s Resident Pass-Talent (RP-T) is for highly skilled expatriates who
have worked in Malaysia for three years and already hold Malaysia’s Employment Pass.
RP-T requirements include a minimum of a diploma, five years of work experience, and
an income of greater than RM180,000 per year. Benefits include the ability to live and
work in Malaysia for 10 years, flexibility to change employers without renewing the
pass, and passes for dependents. Singapore, Malaysia, and Thailand all offer entry to
investors or entrepreneurs.

ASEAN’s major migrant-sending countries offer differentiated entry paths for immi-
grants of different skill levels but are focused mainly on creating channels for high-
skilled immigrants. The Philippines offers several paths for the entry of high-skilled
migrants. Skilled migrants can enter the country on a temporary basis if they have an
offer from an employer. The Philippines requires employers to comply with a relatively
stringent labor market test by advertising the position for at least two weeks and check-
ing whether the position is covered by the national understudy program (EU and DOLE
2011). If it is, employers are required to train two Philippine workers for the position
filled by the foreign worker. The Philippines has also created a shortage list to exempt
occupations from the labor market test (Jaymalin 2014). The Philippines offers various
entry channels for intracompany transfers, investors, and specialists or professionals
from countries with which the Philippines has reciprocal migration agreements. In
Indonesia, labor migration is predominantly restricted to skilled professionals, though
high-skilled sectors are at times also subject to restrictions to prioritize domestic
employment. Employers must show that foreign workers hold appropriate qualifica-
tions for their position, or else have a minimum of five years of experience. Residence
permits for work purposes are restricted to certain sectors and positions.

In Vietnam, immigration is generally quite restricted, though a new immigration
law?® that became effective in 2015 eased the restrictions somewhat. Immigration policy
restricts entry primarily to the highly skilled, including managers, executive directors,
specialists, and technical workers who must fulfill certain minimum requirements. The
immigration systems of Cambodia and Lao PDR provide entry paths for migrant work-
ers that preference skilled workers somewhat through more relaxed dependency ceilings
for these workers. Cambodia’s immigration system provides work permits to migrant
workers who may enter the country without employment. The system makes hiring
skilled migrants easier than hiring less-skilled migrants. Policies governing immigra-
tion to Myanmar can be confusing and change often. The visa regime for migrant work-
ers in Myanmar is particularly challenging, as migrants are required to submit separate
applications for work, stay, and at times reentry permits. The limited provisions for
labor migration that are in place favor skilled migrants.

With a few exceptions, ASEAN countries are perceived as being less capable of
attracting talent than migrant-receiving countries in the OECD. The World Economic
Forum’s Global Competitiveness Index includes a measure of a country’s capability to
attract talent (figure 6.4). Singapore ranks very high on the 7-point scale, scoring a 6 or
about the same as the United Kingdom and the United States. Malaysia also scores
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FIGURE 6.4
Capacity to attract talent in ASEAN and comparator countries, 2015-16
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quite high, about the same as Canada. The other ASEAN countries, however, all score 4
or less, indicating that they are less well-placed to attract talent.

Quantity restrictions

Singapore uses a system of dependency ceilings and levies to regulate the number and
type of migrant workers in the city-state. Singapore has publicly stated an intention to
keep foreign workers at one-third of the workforce but also to improve these workers’
skill level (Singapore, ESC 2010). Maintaining the ethnic balance of the city-state is also
a concern, reflected in a preference for certain countries of origin that have historically
provided migrants to Singapore. Singapore has used its system of dependency ceilings
and levies to achieve these objectives. To this end, there are no quantity restrictions for
the high-skilled workers hired under Employment Passes, Personalized Employment
Passes, and the EntrePasses (for foreign entrepreneurs). Mid-skilled workers entering
via S Passes and lower-skilled workers entering via work permits, however, do face such
restrictions with these calibrated to incentivize the employment of more highly skilled
foreign workers from certain source countries and the upskilling of existing foreign
workers (Yue 2011). There is an overall dependency ceiling for each firm in a sector with
levies that increase with the foreign worker share and decrease with the foreign work-
er’s skill level. For instance, the overall dependency ceiling for work permits in the man-
ufacturing sector is set at 60 percent of a firm’s workforce. Levies are set at S$370 for
lower-skilled employees and S$250 for high-skilled employees in firms with a foreign
worker share of less than 25 percent. Levies in firms with a foreign worker share of
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between 50 percent and the overall sectoral cap of 60 percent are significantly higher at
S$650 and S$550 for lower- and higher-skilled workers, respectively. These higher-
skilled foreign workers are identified by using indicators such as academic qualifica-
tions, skills evaluations, and minimum salary. The foreign worker levy cannot be passed
on to migrant workers: the Ministry of Manpower monitors employer payments to for-
eign workers and can penalize firms that deduct the levy.

Singapore’s quantity restrictions are flexible, predictable, and transparent. Singapore
uses quantity restrictions to funnel lower- and middle-skilled workers to sectors with
shortages. It does so while also providing a mechanism to disincentivize the use of for-
eign labor and to slow its intake should shortages dissipate. Singapore considers eco-
nomic competitiveness, production technology, demography, and social cohesion and
harmony when revising its dependency ceilings and levies (Teng 2014). For example,
Singapore has lowered dependency ceilings in recent years in the manufacturing and
services sectors with the aim of reducing reliance on foreign labor in these sectors.
Similarly, Singapore increased levies in the construction sector in 2015 because of con-
cerns about low productivity growth; in contrast, productivity improvements in the
manufacturing sector meant levies in that sector remained the same (World Bank
2015). The use of levies instead of a hard numerical limit allows employers to continue
to hire foreign workers in times of high demand, which would not be possible in a sys-
tem of quotas. Changes to Singapore’s quantity restrictions are announced well in
advance. While Singapore’s system for calculating dependency ceilings and levies is
complex, the city-state provides online tools to assist employers who are trying to deter-
mine the number of foreign workers they can hire and the levies they will need to pay.’
The government of Singapore also tries to collaborate with employer and labor repre-
sentatives to understand the demand for labor and the needs of migrant workers. There
is concern, however, that government deliberations on matters related to foreign labor
are not transparent (Teng 2014).

Like Singapore, Malaysia has a system of both dependency ceilings and levies.
Malaysia’s dependency ceilings vary by sector and are set at the employer level according
to firm characteristics such as exports, capital base, and types of projects. The ceilings put
a cap on the foreign worker share of a firm’s workforce. Malaysia’s foreign worker levy was
first introduced in 1991 with the objective of controlling the number of foreign workers,
and it has been adjusted six times since. The levy varies by sector and geography with
levies highest in the services and construction sectors in Peninsular Malaysia. Levies do
not apply to mid- and high-skilled immigrants receiving employment passes.

Malaysia’s system of quantity restrictions could benefit from additional transparency
and predictability. The process of setting both dependency ceilings and foreign worker
levies in Malaysia is unclear. Industry associations, however, do provide some input.
Nonetheless, employers complain about a lack of transparency in setting the ceilings
(MEF 2014). On the basis of conversations with officials and industry organizations,
Abella and Martin (2016) describe the process of setting the ceilings as a “guesstimate”
Indeed, employers frequently express surprise about announcements of levy changes
and complain about their potential impacts, which have twice led to adjustments of
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those policies after their public announcement. Finally, there does not seem to be any
formal coordination to ensure that levies, dependency ceilings, and other tools, like
MOU s that include hiring targets, work together to meet Malaysia’s stated goal of limit-
ing foreign workers to 15 percent of the labor force.

Additionally, Malaysia’s system of quantity restrictions is not attuned to labor market
needs. Levies have been left unadjusted for significant periods of time, such as between
1999 and 2005, between 2005 and 2009, and between 2011 and 2016. This suggests a
lack of responsiveness to economic and labor market needs. As described above,
employer input about their needs is limited. The purpose of the foreign worker levy is
also disputed. Responsibility for paying the levy has shifted from the foreign worker
during the 1990s and 2000s to the employer in 2009, back to the foreign worker in 2013.
This suggests a lack of consensus about the objective of the foreign worker levy that is
alternatively described as a way of making foreign workers compensate Malaysia for
their use of public goods and services and as a tool for rightsizing the employment of
migrant workers according to the needs of the economy. Indeed, these shifts in respon-
sibility seem to have had a greater impact than levy increases on the number of passes
issued (figure 6.5 and figure 6.6).

Thailand’s system of quantity restrictions for low-skilled migrants has never been
implemented. In principle, the MOU channel for migration from Cambodia, Lao PDR,
and Myanmar to Thailand should operate with a system of sector-specific levies and
quotas with employers receiving a quota allotment from a Provincial Employment
Office. In practice, levies have never been instituted and quotas are not binding because

FIGURE 6.5
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FIGURE 6.6
VP(TE)s issued in the services sector in Malaysia
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too few workers are willing to migrate formally (ILO 2013, 2015)."° Additionally, there
is no quota or levy for migrant workers hired via the registration of informal migrants.
The availability of a large population of irregular migrants makes the application of a
quota or levy system challenging. There is no levy for high-skilled migrants, but there is
a firm-specific dependency ceiling set at one foreign worker for every four local workers
(with a cap of 10 intracompany transferees per company) along with restrictions based
on paid-up registered capital and corporate income tax (Ruhs 2016). A maximum of 10
foreign workers applies in some cases with quotas eased in others.

Brunei Darussalam uses a unique system of geography- and sector-linked quotas and
sectoral levies, though the extent of the implementation of this system is not known.
The quotas are primarily used to limit the number of foreign workers in the country.
As part of a suite of measures to limit the intake of foreign workers in 2014, Brunei
Darussalam announced that foreign workers would not be permitted in rural areas, the
share of the workforce in semiurban areas would be limited to 20 percent, and the share
in municipalities would be limited to 30 percent (EIU 2014). Each sector is restricted by
its own quota, and foreign employment in certain sectors can be prohibited outright.
Quotas are issued to employers on the basis of sectoral assessments of foreign labor, a
mechanism similar to a labor market test for the availability of local workers to fill jobs
but operating at a more general level. Certain sectors may also be subject to a levy for
the employment of each foreign worker. Finally, individual employers are each subject
to a cap on the share of foreign workers that they can hire, typically about 50 percent.

Several ASEAN migrant-sending countries have quantity restrictions in place,
though the extent to which these are implemented seems to be limited. To obtain a
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work permit, Indonesian employers must demonstrate a 10:1 ratio of domestic to for-
eign employees. Employers are also subject to a monthly tax of US$100 for each foreign
hire. Cambodia and Lao PDR both have systems of dependency ceilings that are more
relaxed for higher-skilled workers. In Cambodia, no more than 10 percent of a firm’s
employees can be foreign. Within this ceiling, unskilled workers are capped at 1 percent
of the firm’s workforce, foreign “office workers” at 3 percent, and “skilled” or “special-
ized” workers at 6 percent. Though these quotas are legally binding, enforcement is
reportedly lax. In Lao PDR, employers hiring foreign labor must employ a minimum of
10 domestic employees. Dependency ceilings apply on the firm level with unskilled for-
eign labor restricted to 15 percent of the local workers in each firm and skilled foreign
labor to 25 percent. These quotas have been increased from previous provisions that set
them at 10 percent and 20 percent, respectively. Employers must contribute 15 percent
of work permit registration fees to the Labor Fund, which is to be used for skills devel-
opment and assistance for Laotian workers abroad and foreign workers in Lao PDR.
However, this fund has not yet been created.

Recruitment

Singapore uses licensing, training, demerits, and public information to manage the
recruitment process. Singapore’s Foreign Manpower Management Division within the
Ministry of Manpower licenses recruitment agencies and monitors compliance with
regulations along with the Commission for Employment Agencies. Key recruitment
agency personnel must register and obtain a Certificate of Employment Intermediaries
that requires completion of a course on relevant legislation. Singapore’s licensing sys-
tem is based on the risk profile of the recruitment agencies'’. The agencies are required
to pay a security bond or deposit that varies depending on the type of license,' the
number of Work Permit and S Pass holders placed, and whether the firm has been sanc-
tioned in the past. This security bond is used to fund any liabilities the agency may incur
and operates in conjunction with a demerit points system. As the number of demerits
for recruitment violations increases, sanctions increase: first, the security deposit that
must be paid increases; then, a portion of the security deposit is forfeited, the agency is
placed under surveillance (this status is made public), and key personnel must retake
the Certificate of Employment Intermediaries; and finally, the license is revoked. In
2015, 108 of 3,565 employment agencies were issued demerits and 7 had their licenses
suspended or revoked. Most infringements related to misrepresentation of fees or costs
or failing to sign a written agreement specifying these costs. In 2011, Singapore
increased penalties, including fines and imprisonment, for unlicensed employment
agencies and made the use of an unlicensed recruitment agency an offense. The Ministry
also maintains a directory of recruitment agencies that allows employers to search for
and compare potential agencies."

Malaysian employers can hire workers directly or through a third-party recruiter,
such as a private recruitment agency' or an outsourcing agency. In practice, most low-
skilled migrants use third-party recruiters. A recent survey of Vietnamese immigrants
to Malaysia found that 95 percent used a third-party recruiter, and only 2 percent were
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recruited directly by an employer (ILO and KNOMAD 2015). The outsourcing system
has been a particular source of problems. In the outsourcing model, the agency rather
than the employer is responsible for the foreign worker’s contract upon entry into
Malaysia. As such, the outsourcing company, rather than the employer, is responsible
for the migrant’s employment and legal status. The system has conflicted with the
employer- and sector-specific VP(TE) because migrants could be shifted from employer
to employer. Additionally, responsibility for oversight of recruitment was split between
the Ministry of Human Resources for recruitment agencies and the Ministry of Home
Affairs for outsourcing companies. Recognizing these problems, no new licenses for
outsourcers have been granted and the outsourcing system is being phased out.

Although recruitment agencies or brokers are often involved in various aspects of
the migration process in Thailand, no formal system of private recruitment oversight is
in place for immigration. Recruitment agencies' have emerged to shepherd migrants
and employers through the MOU migration channel’s complicated procedures, though
the MOUs themselves give no official role to recruitment agencies, envision a strong
public role in recruitment, and do not cover the licensing or regulation of recruitment
agencies (ILO 2013). At times, these agencies act as an outsourcing company contract-
ing migrant workers to employers, creating confusion about whether the agencies are
liable under labor laws (Natali, McDougall, and Stubbington 2014). The complicated
national verification process, which involves periodic regularizations of informal
migrants from Cambodia, Lao PDR, and Myanmar, has also led migrants and employ-
ers to seek out brokers to navigate them through the process. The Recruitment and Job
Seeker Protection Act B.E. 2528 (1985), which regulates private employment agencies,
has thus far not been used to regulate the recruitment of inbound migrants (as opposed
to agencies recruiting Thai migrants to work abroad), though legal clarification that
such labor agencies are subject to the Act has been issued.

Despite attempts to limit recruitment fees, the recruitment process in all three
countries is costly in part because of high recruitment costs in countries of origin. In
Singapore, the Ministry of Manpower has capped the fees charged by recruitment agen-
cies to foreign workers at two months of salary; moreover, it has reiterated that costs
such as overseas training, medical checkups, and airfare to Singapore cannot be charged
to foreign workers (Singapore, MOM 2011). Additionally, foreign workers must be pro-
vided with receipts from agencies for monetary transactions. Still, Singapore’s licensing
approach means that the government does not engage closely with sending countries.
This means that recruitment fees can still be high, driven by those charged by agencies
in the sending countries (Teng 2014; Yue 2011).

In Malaysia, fees charged to foreign workers are frequently high, which can lead to
indebtedness and, in turn, cause migrant workers to agree to poor living conditions,
excessive work hours, and restrictions on their movement (Amnesty International
2010; United States, DOS 2015; Verité 2014). In Thailand, recruitment costs are par-
ticularly high for the formal MOU process with brokers necessary for migrants to navi-
gate its complicated procedures. Recruitment costs are between US$560 and $620 for
migrants from Cambodia; between US$470 and $650, from Lao PDR; and between
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US$650 and $1,100, from Myanmar (ILO 2015). In contrast, for those migrants from
Lao PDR using informal channels, costs are between US$80 and $90 (MMN and AMC
2013). Informal migrants must also pay fees to intermediaries who can help them with
the national verification process, so that regularization costs can be almost three times
the official level (Natali, McDougall, and Stubbington 2014). A royal ordinance that
came into effect in August 2016 states that private recruitment agencies are not allowed
to charge recruitment fees to migrant workers, though the impact of the ordinance is
not known (ILO 2016a).

Employment
Employment Terms

Singapore uses employment terms in conjunction with entry paths to differentiate
migrant workers by skill level with more preferable terms offered to higher-skilled
workers. The initial work permit duration for low-skilled workers is up to two years, but
it is up to three years for high-skilled workers with employment passes. Passes are
renewable in all cases except for the Personalized Employment Pass. Work permits have
maximum employment terms: 10 years for workers with basic skills and between 18 and
22 years, depending on the sector, for low-skilled workers with more advanced skills.
Employment passes are employer- and occupation-specific in most cases. Thus, foreign
workers unhappy with their current employment, whether because of pay and working
conditions or mistreatment, are unable to change employers. Singapore has introduced
some flexibility into its employment terms to help high-skilled migrants find suit-
able employment and employers to respond to economic needs. These include the
Personalized Employment Pass that allows high-skilled foreigners to find employment
in Singapore, cross-deployment in the construction and process sectors to improve the
use of foreign workers during slow periods, and the Job Flexibility Scheme in the ser-
vices sector to improve the use of foreign workers under lower dependency ceilings.
Depending on salary, holders of Employment Passes and S Passes may migrate with
certain dependents, who are permitted to work, while Work Permit holders may not
migrate with dependents.

Malaysia also has a tiered system with more generous employment terms available to
more highly skilled workers. The VP(TE) for low-skilled workers is valid for one year
and renewable for 10 years; however, the pass can be extended longer for workers
determined to be skilled (Abella and Martin 2016). The pass is employer- and job-
specific. As in Singapore, foreign workers cannot seek out a different employer if they
are treated poorly, their skills are not well suited to the job, or they identify a different
job with a better salary. VP(TE) holders are not permitted to bring dependents to
Malaysia, to marry, or to become pregnant. Renewing the VP(TE) annually can be
time-consuming in Malaysia: employers are required to submit an application letter,
pay another security bond, register for workplace insurance, and schedule another
medical examination for a migrant worker. Additionally, the one-year duration of the
initial pass may be too short for migrants to recoup the up-front costs of migrating.



190 | MIGRATING TO OPPORTUNITY

In fact, a survey of Vietnamese foreign workers in Malaysia found that 79 percent of the
foreign workers who had repaid their loans had been working in Malaysia for longer
than a year and that 88 percent who had not repaid their loan had lived in Malaysia less
than a year. Additionally, of the foreign workers whose employers had paid for them to
come to Malaysia, 71 percent said deductions were made to repay these costs for longer
than two years (ILO and KNOMAD 2015). The more highly skilled migrants receiving
Employment Passes receive better employment terms. Holders of Categories I and II of
the Employment Pass, who have the highest minimum salary requirements, are permit-
ted to migrate with dependents, unlike the Category III holders. The RP-T for the most
highly skilled expatriates offers the best employment terms including a 10-year pass,
flexibility to change employers, and permission for spouses to work.

Thailand does not offer more generous employment terms to high-skilled migrants.
For migrants from Cambodia, Lao PDR, and Myanmar using the MOU channel to
migrate, employment terms were originally restricted to an initial two-year period that
could be extended for another two years before a required three-year cooling-off period
in the country of origin. Migrants regularized under the national verification process
have been subject to the same conditions. This involved significant costs for migrants to
travel home and wait three years before being able to return to Thailand. However, sev-
eral actions in 2014 and 2016 have relaxed the cooling-off period requirement and per-
mitted migrants to extend their existing work permits (IOM 2016). In particular, the
newly signed MOUs, which are not yet operational, provide four-year terms of employ-
ment and a 30-day cooling-off period (ILO 2016b). Still, a cooling-off period requires
migrants to return home. This is expensive and, in the case of migrants from Myanmar,
may not be possible because of political and ethnic conflict. Irregular migrants who
registered during registration campaigns have been issued work permits lasting one or
two years. As in Singapore and Malaysia, migrants are generally not able to change
employers. High-skilled migrants receive visas and work permits that are valid for a
year and can be renewed annually. To change employers, they must file with the
Immigration Bureau or leave Thailand and reapply for a new visa.

Protection

Malaysia, Singapore, and Thailand each have policies in place to protect migrant work-
ers during employment. Protections for migrant employees tend to be similar to those
of local employees, although coverage under social protection programs is more vari-
able (table 6.2). Even when coverage is equal in law, the extent to which migrants can
access mechanisms in place to protect them is often limited.

Workplace protections

In Singapore, local and foreign workers—except for executives and managers earning
more than S$4,500 a month, domestic workers, and several other occupations—are
covered by the Employment Act, Singapore’s main labor law. The Act provides the basic
terms and conditions of work, including maximum working hours, overtime, rest days,
annual and sick leave, and limits on salary deductions.’® Additionally, the Employment



TABLE 6.2

MIGRATION POLICY IN RECEIVING COUNTRIES |

191

Protections available to migrant workers in Malaysia, Singapore, and Thailand

Malaysia

Singapore

Thailand

Workplace
protections

Health insurance

Workplace injury

Pension

Labor unions
Documents

Accommodations

Domestic
workers

Equal coverage with
locals under labor
legislation

Employers must
purchase

Inferior coverage under
Amended Workmen's
Compensation Act
1952 (amended 2006)
with mandatory
additional insurance

Eligible but employer
match inferior to that of
locals

Can be members but
not officers

Confiscation prohibited

Minimum standards in
plantation and mining
sectors

Not covered under
main labor laws

Equal coverage with
locals under labor
legislation supplemented
with additional legislation

Employers must
purchase

Equal coverage under
Work Injury
Compensation Act
(1975) (amended 2011)

Not eligible

Can be members but
not officers

Confiscation prohibited

Safe working conditions;
licenses for large foreign
worker dormitories

Not covered under main
labor laws but additional

Equal coverage with
locals under labor
legislation

Equal coverage with
locals under social
security with additional
mandatory scheme for
informal sector workers

Equal coverage with
locals under social
security

Equal coverage with
locals under social
security, but benefits
are not portable

Can be members but
not officers

Confiscation prohibited

Not covered under main
labor laws

protections provided

Note: — not available.

of Foreign Manpower Act and its amendments lay out additional responsibilities for
employers of foreign workers, and provide protections for foreign domestic workers
covered for other employees under the Employment Act. Malaysia's Workmen’s
Compensation Act 1952 (amended in 2006) covers workplace protections such as
wages, rest days, and working hours and guarantees equal treatment of all workers. The
Act excludes domestic workers. Foreign workers are covered by the minimum wage.
Formal migrants entering Thailand via the MOU channel, informal migrants who have
been regularized, and informal migrants who have registered with the Thai authorities
during registration campaigns are covered by the 1998 Labor Protection Act (amended
in 2008). Under this Act, these migrants are subject to the same protections as local
workers related to work hours, overtime, leave, minimum wage, occupational safety,
severance, and labor inspection (Paitoonpong 2011). However, the agriculture, domes-
tic work, transport, and fishing sectors, in which many migrants work, are not subject
to the Labor Protection Act. Brunei Darussalam’s Employment Order 2009 establishes
the minimum terms and conditions of employment for contract workers including
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foreign workers but excluding domestic workers, managers, and executives. The Order
requires that foreign workers be provided with a written contract that specifies employ-
ment duration and salary, and establishes standards for hours of work, overtime, leave,
and rest days. A different employment order provides some protections for domestic
workers, including provisions related to employment contracts, prompt payment of
salary, unauthorized deductions, and health and safety (UN Women 2013b).

Access to social protection

Employers in Singapore must provide medical insurance coverage for S Pass and Work
Permit holders, including foreign domestic workers. Foreign workers are also covered
by the Work Injury Compensation Act (1975) (amended 2011) that provides compensa-
tion in the case of injuries at work. Employers of domestic workers, who are not covered
under the Act, must purchase at least $$40,000 of personal accident insurance payable
to the domestic worker or the designated beneficiary. Foreigners are not eligible for
contributions to the Central Provident Fund, Singapore’s social security system.

Like those in Singapore, employers in Malaysia must purchase health insurance for
foreign workers under the Hospitalization and Surgical Scheme for Foreign Workers,
though domestic and plantation workers are exempt. The workplace injury insurance
system is bifurcated between coverage that is inferior to that of locals under the
Amended Workmen’s Compensation Act of 1952 and coverage under the Foreign
Workers Compensation Scheme, which makes up for the lack of coverage of migrant
workers under the Employees’ Social Security Act 1969, which offers additional
protection to local workers for workplace injury. Foreign domestic workers have no
workplace injury insurance. In Malaysia unlike in Singapore, foreign workers—again
excluding domestic workers—are permitted to contribute to Malaysia’s Employees
Provident Fund, though their minimum contribution of 11 percent of wages need only
be matched by an employer minimum of RM5. Employers match at 12 percent of wages
for local workers.

Formal migrants entering Thailand via the MOU channel and informal migrants
who have been regularized are eligible for social security benefits, which include health
coverage and workers’ compensation. Migrants and employers are each to contribute
3.5 percent of their wages for social security benefits (MMN and AMC 2013). These
benefits are not portable; however, a lump sum payment of pension benefits is permit-
ted regardless of the worker’s contribution period but without any indication of how
this should occur (ILO 2015; IOM 2015). Migrants in the agriculture, domestic work,
transport, and fishing sectors are excluded from social security and worker compensa-
tion benefits, but are required to enroll in the Compulsory Migrant Health Insurance
Scheme, a health insurance program for migrant workers. Informal workers who have
registered with the Thai authorities are also required to enroll. Informal migrants may
opt in to the Scheme for a fee, though health promotion and prevention services are
available to all migrants regardless of status.

In Brunei Darussalam, foreign workers must be covered by medical insurance and
workers’ compensation insurance (Insuran Pampasan Pekerja). Foreign female employees
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with more than 180 days of service are entitled to nine weeks of maternity leave with
eight of them paid.

Several ASEAN migrant-sending countries make, or will soon make, social protec-
tion schemes available to immigrant workers. Foreign workers in the Philippines have
access to health insurance via PhilHealth (the Philippine Health Insurance Corporation)
as well as to social security. The government’s universal health insurance scheme covers
foreigners who have worked in Indonesia for more than six months (World Bank 2016).
In 2018, foreign workers will be permitted to join Vietnam’s compulsory social insur-
ance scheme that covers sickness, retirement, and employment-related injury. How
implementation will proceed is uncertain.

Accommodations

Employers in Singapore must provide workers with safe working conditions and accept-
able housing, but the cost of food and housing can be deducted from a foreign worker’s
salary. In Malaysia, there are minimum standards for accommodations for foreign
workers in the plantation and mining industries. The cost of accommodations may be
deducted from foreign workers’ salaries.

Association
In Brunei Darussalam, Malaysia, Singapore, and Thailand, foreign workers are permit-
ted to take part in labor unions but are generally not allowed to be officers.

Documents
Confiscation of passports and other documents is prohibited in Brunei Darussalam,
Malaysia, Singapore, and Thailand.

Domestic workers

After reports in the mid-2000s of abuses of foreign domestic workers, Singapore has
taken action to improve conditions (HRW 2005; UN Women 2013a). Since 2013
employers of foreign domestic workers must provide one weekly rest day, but this
requirement can be avoided if the domestic worker is compensated for working on the
rest day. New foreign domestic workers must attend the Settling-In Program, an orien-
tation course covering topics such as employment conditions and safety, while new
employers of foreign domestic workers must attend the Employers’ Orientation
Program, a course covering the employer’s roles and responsibilities. Some foreign
domestic workers are interviewed by the Ministry of Manpower about their adjustment
to employment and their working conditions, and a foreign domestic worker helpline is
available. Penalties for employers who abuse foreign domestic workers have also been
increased (Teng 2014). In Malaysia, employers must sign an employment agreement
with domestic workers specifying the wages, the contract term, and the duties and
responsibilities of each party including the provision of reasonable accommodations
and amenities to the domestic worker. Non-Muslim employers must respect the reli-
gious sensitivities of Muslim domestic workers. Brunei Darussalam’s Employment
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Order (2009) excludes domestic workers, though a different employment order pro-
vided some protections for domestic workers, including provisions related to employ-
ment contracts, prompt payment of salary, unauthorized salary deductions, and health
and safety (UN Women 2013b).

Protections in practice

There is evidence that protections available to migrant workers are not always enforced.
In Malaysia, the application of the Employment Act 1955 and of the minimum wage is
not always equal between locals and migrant workers. In a recent survey of Vietnamese
migrants in Malaysia, 28 percent state that they were not entitled to the same wages as
local workers (ILO and KNOMAD 2015). In Thailand, wage deductions are not permit-
ted under Thai law, which the Supreme Court affirmed in 2015, though such deductions
are the norm (United States, DOS 2016). In Singapore, frequent concerns include non-
payment of wages, poor accommodation, and lack of occupational safety (Yue 2011). In
each country, there is evidence of excessive working hours and illegal wage deductions
(see Devasahayam (2010) and Zweynert (2015) for Singapore; ILO (2015b), Holumyong
and Punpuing (2014), and Vasuprasat (2008) for Thailand; and World Bank (2015) for
Malaysia. Confiscation of passports is frequent despite being prohibited. Seventy-seven
percent of the Vietnamese migrants surveyed in Malaysia stated that their travel docu-
ments were withheld by their employer (ILO and KNOMAD 2015).

In other cases, protections available to local workers are not available to migrants,
are inferior to those of migrants, or are not accessible to migrants. In Singapore, migrant
workers cannot contribute to the Central Provident Fund. In Malaysia, foreign workers
are permitted to do so, but are not eligible for the same employer match as locals. The
benefits available to foreign workers in Malaysia who experience injury or death at work
are not as generous as those of local workers (Devadason and Meng 2014; World Bank
2013). In Thailand, access to social security benefits that, in theory, are available on par
with locals is limited by the prevalence of informal migrants. Social security benefits are
seldom available or taken in practice: employers (and migrants) may wish to avoid con-
tributions; the process of obtaining benefits can be lengthy with language barriers and
documentation creating additional barriers; and in some cases the nature of migration
makes claiming benefits impossible (for example, old age pensions) (Harkins 2014).
As of February 2016, only 40 percent of those having gone through Thailand’s national
verification process were covered under the Social Security Fund (IOM 2016). Although
foreign workers are eligible to join unions, membership is rare in practice (ILO and
KNOMAD 2014; MEF 2014; Paitoonpong 2011).

The treatment of foreign domestic workers is a frequent concern. Domestic workers
are not covered by general employment legislation and are excluded from the social
protection enjoyed by other migrant workers in Malaysia, Singapore, and Thailand. The
treatment of foreign domestic workers is a particular concern in Singapore where,
despite improvements in protections, concerns about lack of enforcement remain and
there is evidence that abuses such as illegal deductions and long working hours con-
tinue (Devasahayam 2010; Zweynert 2015). A recent survey of 670 foreign domestic
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workers found that 40 percent did not have a weekly day off and 67 percent had their
passport held by their employer (HOME 2015). There are frequent reports of mistreat-
ment of foreign domestic workers in Malaysia (Harkins 2016).

Exit
Sanctions and incentives

Malaysia and Singapore put the onus on employers to ensure that migrant workers
return to their country of origin, a responsibility enforced through punitive measures.
Singapore requires employers to purchase a $$5,000 security bond for every non-
Malaysian holder of a work permit. The bond is designed to incentivize the employer to
oversee a work permit holder’s return to their country of origin. Thus, the bond is
repayable when the worker returns home or when the work permit is canceled. However,
the bond is forfeited if the conditions of the work permit are violated, if a worker goes
missing, or if the employer fails to pay the worker’s salary on time. Employers are also
required to pay repatriation costs. In Malaysia, the security bond differs by nationality.
Additionally, foreign workers who do not depart Malaysia at the expiration of their
employment term are blacklisted by the Department of Immigration. Neither Malaysia
nor Singapore engages closely with source countries to facilitate the return of migrant
workers. Brunei Darussalam requires employers to submit a security deposit or bank
guarantee to the Department of Labor to cover the cost of return airfare, which varies
by country.

Thailand’s attempts to create a system that incentivizes return have not worked well
thus far. Thailand’s MOUs with Cambodia, Lao PDR, and Myanmar include a provision
creating a repatriation fund through a contribution by the migrant of 15 percent of their
monthly salary. The fund was to be used to defray the cost of deporting irregular
migrants and to incentivize exit by returning contributions upon leaving Thailand.
However, the fund was never implemented, and the policy has since been repealed (ILO
2015). Migrants who overstay their visa and work permits are banned from reentry for
a period depending on the length of overstay and whether they have been arrested
(IOM 2016). Perhaps the most significant hindrance to incentivizing return, however,
has been Thailand’s periodic registration and regularization programs for informal
migrant workers. These programs have offered temporary work permits and full regular
status to irregular migrants from Cambodia, Lao PDR, and Myanmar every several
years. Given the high cost of formal recruitment, these campaigns incentivize migrants
to travel cheaply and informally to Thailand where they can expect to be regularized
within a few years.

Malaysia has also undertaken regularization campaigns. Malaysia offered amnesties
in 1996, 1997, 1998, 2002, and 2004—05 that allowed irregular workers to depart Malaysia
without legal charges (Kassim and Zin 2011). More recently, Malaysia’s 6P regularization
and deportation program allowed undocumented foreign workers to register with the
Ministry of Human Resources, undergo legalization, and receive authorization to work
in Malaysia. Those who did not register were sought out for arrest.
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Enforcement
Coordination and targeting

Singapore has a robust system to enforce immigration policies. The enforcement sys-
tem relies on licensing of recruitment agencies, reporting requirements for employers
hiring foreign workers, and heavy penalties for violations of immigration rules includ-
ing fines and imprisonment. In part because of advantageous geography and small size
and in part because of the strict enforcement system that includes very stift penalties
for harboring and employing immigration offenders, Singapore has very few undocu-
mented migrants. According to the Immigration and Checkpoints Authority, 1,901
immigration offenders were arrested in 2015, including 310 undocumented immigrants
and 1,591 overstayers (Singapore, ICA 2016). There is more concern about foreign
workers who are employed in occupations or sectors or by employers not specified in
their work permit (Teng 2014).

Enforcement efforts in Singapore are coordinated by a single ministry, are primarily
focused on employers, and incorporate risk-based assessments. The Employment
Inspectorate Department and the Well-Being Department in the Foreign Manpower
Management Division of the Ministry of Manpower are responsible for ensuring that
employers follow regulations regarding employment protections for foreign workers.
Employers are generally the target of enforcement efforts, with monetary and prison
penalties directed at those employing foreign workers illegally. The Ministry of
Manpower has reportedly increased inspections of housing accommodations provided
to foreign workers by employers (Yue 2011). Laws are also in place to punish those har-
boring immigration offenders, including landlords who are required to check immi-
grants’ documentation. The Ministry of Manpower and other government agencies pay
particular attention to companies that have fewer Singaporeans in professional, execu-
tive, and management positions or that have been the subject of complaints about dis-
criminatory hiring practices. In these cases, employers must provide the Ministry of
Manpower with information about practices such as recruitment processes and griev-
ance procedures. Penalties are in place for violations of levy payments, with employers
in the construction sector open to closer scrutiny under the levy system.

Still, there are concerns about the enforcement of employment protections for for-
eign workers and particularly for foreign domestic workers in Singapore. The govern-
ment has been suggested to have a pro-business bias that has led it to overlook illegalities
in the employment of foreign workers, including the listing of fictitious local employees
to circumvent the dependency ceiling (Ong 2014). Enforcement of protections for for-
eign domestic workers often relies on the workers themselves to submit complaints to
the Ministry of Manpower, which the workers may be unwilling to do because of the
possibility of retaliation (Teng 2014). Finally, the lack of coordination with source coun-
tries means that migration costs can remain high for migrants, circumventing the fee
limit placed on recruitment agencies within Singapore.

Malaysia focuses its enforcement of migration policy on foreign workers rather than
employers and on security and immigration violations rather than employment protections.
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Immigration-related offenses are a crime in Malaysia with undocumented migrants subject
to detention, prosecution, and deportation. Employers are less frequently subject to sanc-
tion, though employment of undocumented migrants is also an offense (Harkins 2016; Kaur
2008). Through September 2015, 625 employers and about 56,000 undocumented migrants
were arrested (World Bank 2015). Only 143, or 22 percent, of the 625 employers were
charged. Malaysia also focuses enforcement efforts more on security and immigration viola-
tions than on employment protections. The Ministry of Human Resources has only weak
enforcement capacity with just 350 inspectors for more than 400,000 workplaces. The ILO
recommends one labor inspector per 10,000 workers versus Malaysia’'s one per 40,000
(World Bank 2015). Given these constraints, inspectors tend to react to complaints rather
than being proactive in investigating employers (Harkins 2016). The Ministry of Home
Affairs, in charge of border security and immigration violations, has more significant
resources with 3,000 officers and assistance from the army and other agencies. A citizen
volunteer force was also created to identify undocumented migrants without training or
eligibility requirements (World Bank 2013). Joint operations between the Ministry of
Human Resources and the Ministry of Home Affairs are infrequent.

While legislation is in place to protect migrant workers, the enforcement regime in
Thailand is weak. The large population of irregular migrants is evidence of the porous-
ness of Thailand’s borders. Private recruitment agencies are not regulated and operate
under the guise of labor consulting agencies to facilitate admissions under the MOUs,
which envision government-to-government recruitment. A cap on fees that could be
charged by brokers facilitating the national verification process was never enforced
(Natali, McDougall, and Stubbington 2014). Enforcement of labor protections are
thought to be weak not only for migrant but also for Thai workers, with employ-
ers treated very leniently (Hall 2011; Natali, McDougall, and Stubbington 2014;
Paitoonpong 2011; Vasuprasat 2008). Labor inspectors are not specialized and lack
authority and data, while interdepartmental cooperation on enforcement of labor
protections is limited (ILO 2015). The U.S. Department of State’s 2016 Trafficking in
Persons report does highlight several examples of increased enforcement including
border enforcement and the creation of the Command Center for Combating Illegal
Fishing. The Command Center has some oversight of particularly vulnerable workers
in the fishing sector, but exploitation in the sector remains significant (United States,
DOS 2016).

Complaint and dispute resolution mechanisms are available to migrants in Malaysia,
Singapore, and Thailand, but are not always practical or accessible. In Singapore, the
Ministry of Manpower provides assistance with resolving disputes and recovering
money owed to foreign workers (Teng 2014). A foreign domestic worker helpline is also
available. In Malaysia, the Department of Immigration has a mechanism that allows a
foreign worker to remain in Malaysia while a complaint is being processed, but in prac-
tice this mechanism does not seem to function well. In Thailand, complaint mechanisms
for migrant workers are lacking. No formal system is established in the MOUs, and most
MOU workers lodge complaints about violations and abuse with the private recruitment
agency that recruited them, likely an ineffective if necessary approach considering the
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divergent interests and frequent abusive practices of these agencies (ILO 2013). Migrant
workers participating in the national verification process and registered migrants can
only lodge complaints with nongovernmental organizations and diplomatic missions.
The employer-specific nature of employment permits for low-skilled workers in
Malaysia, Singapore, and Thailand can have a chilling effect on complaints by workers
who may be concerned about employers retaliating by revoking the permit.

Notes

1. Information about migration in Brunei Darussalam is very limited. Consequently, the focus
of this chapter is on Malaysia, Singapore, and Thailand. However, Brunei Darussalam’s
migration system is discussed where possible.

2. A comprehensive Foreign Workers Act has been discussed in the past.

3. The East Malaysian states of Labuan, Sabah, and Sarawak also have separate institutions
governing migration.

4. As Teng (2014) notes, members of government are leaders of the National Trade Unions
Congress.

5. Malaysia refers to these workers as “expatriates”

6. The agreements became active in 2006 in the case of Cambodia and Lao PDR and in 2009 in
the case of Myanmar. Thailand signed new MOUs with Cambodia and Vietnam in 2015 and
with Lao PDR and Myanmar in 2016. Although the new MOUs are not yet operational, they
are more expansive, covering issues of skills development and reemployment (ILO 2016a;
ILO 2016b). The MOU with Vietnam will provide a legal channel for Vietnamese migrants to
Thailand in the construction and fishing sectors.

7. Candidates are reviewed on a case-by-case basis.
8. The Law of Entry, Exit, Transit, and Residence of Foreigners.

9. See the Ministry of Manpower’s webpage, “Calculate Foreign Worker Quota,” (accessed
November 29, 2016), http://www.mom.gov.sg/passes-and-permits/work-permit-for-foreign
-worker/foreign-worker-levy/calculate-foreign-worker-quota.

10. The Office of Foreign Workers Administration studied how a foreign worker levy would be
set in Thailand. The following were proposed as potential criteria: the degree of labor short-
age and the necessity of employing migrant workers, wage differences between migrant and
Thai unskilled workers, employers’ ability to pay the levy, differences among industries
and working conditions, and the impact of migrant workers on Thailand (TDRI 2007).

11. These are called employment agencies in Singapore.

12. Different licenses are issued for the recruitment of local workers, all workers except foreign
domestic workers, workers earning a salary of more than $$4,500, and workers of any type.

13. The Ministry of Manpower is also planning to launch the Trustmark program that grades
recruitment agencies involved in placing foreign domestic workers on criteria such as con-
tract completion and their processes for identifying a suitable domestic worker (Singapore,
MOM 2016). These grades will be displayed in the recruitment agency directory. Customer
feedback from employers of domestic workers who use recruitment agency services will be
used to create the Employment Agency Customer Rating, which will also be posted on the
directory website. See the Ministry of Manpower’s webpage, “Employment Agencies and
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Personnel Search (EA Directory)” (last accessed November 29, 2016), http://www.mom.gov
.sg/eservices/services/employment-agencies-and-personnel-search.

14. These are called private employment agencies in Malaysia.
15. These are often called labor consulting agencies in Thailand.

16. Singapore does not have a minimum wage.
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CHAPTER 7

Migration Policy in Sending Countries

Introduction

Migrant-sending countries face different concerns from migrant-receiving countries.
They worry about the recruitment of migrants in their own countries and the treatment
of their migrants in host countries, including their protections under employment laws,
their rights vis-a-vis host country citizens, and their access to services such as cost-
effective channels to send remittances. Ensuring good treatment is particularly chal-
lenging because sending countries lack jurisdiction once migrants depart. Sending
countries also worry about the loss of talented individuals to school and work opportu-
nities abroad.

The migration system framework, presented in chapter 5, is also relevant for bench-
marking the migration policies of migrant-sending countries (figure 7.1). Sending
countries play an important role in regulating recruitment, providing protection and
support services to migrant workers and facilitating their return. Sending countries
generally must take the entry path, quantity restriction, and employment term subcom-
ponents of the framework as given because they are determined by receiving countries.
Still, sending countries can influence these components through bilateral agreements
or memorandums of understanding (MOUs).

Using this framework, the rest of the chapter benchmarks the emigration systems of
the main sending countries of the Association of Southeast Asian Nations (ASEAN).
Most ASEAN sending countries view migration as a tool for economic development. For
example, although migration policy in the Philippines formerly sought to promote migra-
tion for employment and remittances including through target deployment levels,
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FIGURE 7.1
Framework of the migration system in sending countries

GOVERNANCE

Legislative framework, institutional framework, and bilateral agreements
National migration plans, migration-related legislation, migration-focused institutions,
bilateral agreements related to migration

- -

ENFORCEMENT

Coordination of enforcement across agencies and levels of government, proactive versus

reactive targeting of enforcement of recruitment policy

current policy takes a more expansive view of the link between migration and develop-
ment. The Philippines now aims to protect Philippine migrants who are abroad while also
taking advantage of, and supporting, both returning migrants and the Philippine diaspora
(IOM 2013). Similarly, Indonesia has generally focused on the promotion of out-migra-
tion, though attention has increasingly shifted to the protection of migrants with the
promulgation of regulations and the creation of an agency designed to improve the expe-
rience of migrants. The Vietnamese government promotes migration as an economic
development and poverty reduction strategy with annual goals for the number of migrant
workers that were about 100,000 between 2010 and 2015 (Bowen and Huong 2012).
Cambodia also promotes out-migration as a tool of social and economic development
with a goal of establishing a migration system suited to this purpose. The Lao People’s
Democratic Republic and Myanmar have generally not promoted out-migration as a
development tool.

The Philippines is a model in many respects, having achieved a migration system that
works hard to reduce information asymmetries through information campaigns and job
postings and seeks to work closely with receiving countries. Indonesia has much of the
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infrastructure necessary for an effective emigration system, but a complex legislative
and institutional environment impedes coordination among stakeholders, including
different government agencies, and a ban on the out-migration of domestic migrant
workers threatens to disrupt the ability of Indonesian workers, especially female ones,
to respond to economic needs. Although the Vietnamese government promotes out-
migration as an economic development and poverty reduction strategy, no longer-term
plans are in place to assist migrants when they return. Without a strong oversight sys-
tem, recruitment agencies extract high fees from workers, including through a system
of implicitly sanctioned security deposits that migrants claim are rarely returned.
Cambodia, Lao PDR, and Myanmar have all made some progress in developing the
basic legislative and institutional frameworks for migration. However, most migration
from these countries remains informal. Weak processes for out-migration mean that
recruitment agencies fill the gap, exploiting information asymmetries and earning rents
without oversight. All of ASEAN’s sending countries have much work to do to leverage
the longer-term development impact of migration beyond the first-order effect of send-
ing migrants abroad. Each is still struggling to achieve a model that channels remit-
tances for productive uses, connects with its diaspora to spur investment and knowledge
transfers, and reintegrates returned migrants into the labor force in a way that takes
advantage of skills developed abroad.

Table 7.1 summarizes areas for improvement and indicates the countries in which
they are a particular concern.

TABLE 7.1
Priority areas for improvement in the migration systems of ASEAN’s main sending
countries

PHL IDN VNM KHM LAO MMR

GOVERNANCE

Legislation

Weak legislative framework O X O X X X
Institutions

No emigrant-focused institutions @) ©) @) X X ©)
Unclear institutional roles/coordination X X (@] O O (@)

Bilateral agreements

MOUs lack coverage/transparency/input X X X O O @)

MOUs are overly procedural O o O X X X

ADMISSIONS

Entry paths

No help with host country requirements (@] X X X X X

Quantity restrictions na. na. na. na. na. na

table continues next page
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TABLE 7.1
Priority areas for improvement in the migration systems of ASEAN's main sending
countries (continued)

PHL IDN VNM KHM LAO MMR

Recruitment

Informal/unlicensed brokers X X X X X X
Weak regulation @) X X X X X
EMPLOYMENT

Terms

Rigid employment terms @) X @) (@) O @)
Protection

Host country/occupation/sector restrictions X X ©) X X X
No fee restrictions O (@] (0] X (@) (@)
Fee restrictions weak/ineffective X X X - X X
Contracts substituted/not provided to workers X X X X X X
No standard predeparture orientation curriculum O (@] X X X X
No postdeparture orientation O X X X X X
Reliance on informal remittance channels ©) @) X X X X
Lengthy departure requirements O X O X X X
No/weak migrant worker welfare fund (@] X X X X X
No/limited/ineffective social protection for migrant workers O X X X X X
Assistance abroad limited by staff/resources X X X X X X
EXIT

Sanctions and incentives

Return policy absent ©) X @) ©)

Return policy ineffective (@] O X X X X
Diaspora engagement

Diaspora policy absent ©) X (@) X X X
Diaspora policy ineffective - O - (@)
Reintegration

Reintegration policy absent 0] X X X X X
Reintegration policy ineffective X O (@) (@) (@] (@]
ENFORCEMENT

Coordination

Lack of coordination and clear institutional O X (@) - - -
responsibilities

Targeting

Reactive approach to enforcement of recruitment policy O X X O - -
Weak sanctions O X X - - -
Note: — = not available; n.a. = not applicable; X = problem area is a priority for a given country; O = problem area

is not a priority; ASEAN = Association of Southeast Asian Nations; IDN = Indonesia; KHM = Cambodia; LAO = Lao
PDR; MMR = Mynamar; MOU = memorandum of understanding; PHL = Philippines; VNM = Vietnam.
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Governance
Legislative framework

Cambodia and Myanmar have developed or are developing strategic plans devoted
to migration. The Cambodian government has two plans in place that set policy for
labor migration. The Policy on Labor Migration for Cambodia 2010-15 sets three
objectives for migration policy: formulating and implementing rights-based and gen-
der-sensitive policy and legislation through social dialogue at all levels; protecting and
empowering male and female migrant workers regardless of their status through all
stages of the migration process; and harnessing labor migration and mobility to enhance
social and economic development in Cambodia. The Labor Migration Policy for
Cambodia 2015-18 builds on these objectives and outlines specific policy goals to
achieve each objective. Responding to criticism that previous migration plans were not
coordinated with other national strategies, the 2015—18 strategy is envisioned to work
alongside the National Employment Policy, the National Strategic Development Plan
201418, and the Rectangular Strategy Phase III 2013—18 (Vutha, Pide, and Dalis 2011).
Myanmar is currently working with the International Organization for Migration (IOM)
to develop a national migration strategy modeled on Cambodia’s plan (ILO 2013a; ILO
2015b). The plan covers several key policy areas: enhanced governance of labor migra-
tion, improved protection and empowerment of migrant workers, data collection and
management, and labor migration and development (IOM 2016d).*

Indonesia, Lao PDR, the Philippines, and Vietnam all include migration-related
provisions in strategic development plans.? The Philippines, for example, includes at
least 60 migration-related provisions in its national development plan; it expands the
focus from remittances and jobs to support for migrants working abroad, returning
migrants, and the Philippine diaspora (IOM 2013).> Lao PDR includes mentions of
migration several times in its 8th Five-Year National Socio-Economic Development
Plan (2016-20).

The Philippines has a large suite of legislation and regulations covering all major
aspects of migration, including engagement with overseas diaspora and special protec-
tions for migrant domestic workers. The Migrant Workers and Overseas Filipinos Act
0f 1995 (RA8042), which was amended in 2007 (RA9422) and in 2010 (RA10022), is the
most significant legislation governing migrant workers in the Philippines. The Act and
its amendments provide for the regulation of recruitment, the protection of Philippine
migrants, and reintegration. Rules and regulations issued by the Philippines Overseas
Employment Administration (POEA) provide more details on these functions. Among
the most significant of these rules and regulations is the Household Service Workers
Reform Package, adopted in 2006, that expanded protections for domestic workers.

Although Indonesia also has a comprehensive set of migration-related legislation
and rules, the legislation does not define institutional responsibilities clearly. Labor
migration from Indonesia is governed by the 2004 Law on the Placement and Protection
of Indonesian Workers Abroad (Law No. 39/2004) that provides an overall framework
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for the emigration process. The law establishes procedures for placing workers in
employment abroad, sets out the rights and obligations of migrant workers and
their protections, and charges government agencies with the regulation and supervi-
sion of the recruitment process and with protection of workers while abroad.
Presidential, government-wide, and ministerial regulations implement and build on
Law No. 39/2004. Local governments have also enacted regulations (perda) to super-
vise the migration process, though these are superseded by national legislation (IOM
2010a; Bachtiar 2011; Farbenblum, Taylor-Nicholson, and Paoletti 2013). While Law
No. 39/2004 covers most of the important elements of the migration system, its effec-
tiveness is hindered by several flaws. Perhaps most importantly, the legislation clearly
does not define responsibilities either among national government agencies or between
national and local authorities. For instance, one section of the law assigns a supervi-
sory role to all government agencies, including those at the local level, while another
assigns it to the National Authority for the Placement and Protection of Indonesian
Overseas Workers (BNP2TKI) (Bachtiar 2011). The lack of clearly defined responsi-
bilities has resulted in duplication of tasks, competition among agencies, and weaker
protections for migrant workers. The law is currently under review (ILO 2015c¢). Local
regulations do not seem to make up for these shortcomings. A study of perda issued by
local governments found that 81 percent of the 127 studied levied fees for the employ-
ment of Indonesians abroad and were primarily designed to raise local revenues
(Bachtiar 2011).

Vietnam also has a relatively comprehensive set of laws and regulations covering
migration, but the legal framework suffers from some weaknesses. The 2006 Law on
Vietnamese Nationals Working Abroad under Contract (or, more commonly, the Law
on Overseas Workers) became effective in 2007, consolidating a system of managing
out-migration via commercial recruitment that had been evolving since the 1990s.*
The Law sets out the rights and obligations of migrants, recruitment agencies,” and
government agencies; establishes the framework for a recruitment system with agencies
licensed by the government; and includes protections for migrants such as the regula-
tion of recruitment fees and requirements to receive skills and other training. Subsequent
regulations define the role of government agencies, clarify the responsibilities of recruit-
ment agencies, establish sanctions for recruitment violations, improve protections
for migrants, and set predeparture orientation requirements. Although the legislative
framework for migration covers all the components of the migration system and creates
relatively clear roles and responsibilities for the system’s different actors, several criti-
cisms have emerged. The Law on Overseas Workers does not include sufficient protec-
tions for migrant workers, excludes informal workers, and is not well known to workers
(Anh et al. 2010; Le and Mont 2014).

Cambodia, Lao PDR, and Myanmar all have less comprehensive legislative frame-
works governing migration. The 2011 Subdecree No. 190 on Management of Sending
of Cambodian Workers Abroad through Private Recruitment Agencies provides the
outline for a migration system based on private recruitment with protection mecha-
nisms for migrant workers such as mandatory predeparture orientation and the
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availability of a complaint mechanism. Subsequent prakas (regulations), drafted in col-
laboration with the International Labour Organization (ILO) and with tripartite input,
have built on this framework and clarified some of the vague aspects of Subdecree No.
190. Despite the progress represented by the prakas, Cambodia lacks legislation on
migration. Neither subdecrees nor prakas are legally enforceable but instead are “prac-
tical implementation tools” (ILO 2015b, 7; LSCW 2013). Labor migration in Lao PDR
is governed by the 2013 Labor Law (amended). The legislation provides the general
outlines for an international labor migration system setting forth in general terms the
minimum requirements for recruitment agencies and the protections for migrant
workers that must be provided by recruitment agencies. Several regulations support
this general framework by defining the requirements that Laotians must meet to work
abroad and set out the rights and responsibilities of migrants, employers, and recruit-
ment agencies. However, these regulations will likely need to be updated to reflect the
new labor law (ILO 2015b; ILO 2016d). In Myanmar, the Law Relating to Overseas
Employment, enacted in 1999, provides the legal framework for the migration system.
The law seeks to facilitate employment abroad and lays out the responsibilities of gov-
ernment actors responsible for managing migration, the process for registering pro-
spective migrants, and that for licensing recruitment agencies. The current legal
framework does not form a comprehensive migration policy with important questions
of oversight of recruitment agencies and protections for migrant workers left unad-
dressed (Hall 2012).

Institutional framework

Indonesia and the Philippines both have specialized agencies dealing with migration
management and the protection of migrants. In the Philippines, different agencies are
devoted to different stages of the migration process, and this clarity of objectives helps
ensure that the system functions well. For instance, POEA is responsible primarily for
migration management, including functions related to the licensing and regulation of
private recruitment, the provision of public recruitment, and oversight of worker pro-
tection. POEA has overseas outposts referred to as Philippine Overseas Labor Offices
(POLOs) that perform management tasks such as registering foreign employers and
overseeing compliance with PEOA policies. Another set of institutions is then respon-
sible for the protection of migrant workers, with the Overseas Workers Welfare
Administration (OWWA) being the most important.

In Indonesia, two agencies with overlapping responsibilities are primarily responsi-
ble for managing out-migration at the national level. The Ministry of Manpower
has responsibility for setting migration policies and supervising labor migration
(Farbenblum, Taylor-Nicholson, and Paoletti 2013). This involves monitoring recruit-
ment including licensing private recruitment agencies, establishing procedures for the
placement process, and negotiating bilateral agreements. The Ministry of Manpower is
responsible for enforcement of migration policy and has provincial and local
offices that manage day-to-day interactions with prospective migrants (Farbenblum,
Taylor-Nicholson, and Paoletti 2013). The National Authority for the Placement and
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Protection of Indonesian Overseas Workers (BNP2TKI) is generally seen as the imple-
menter of migration policy and the coordinator of migration processes with responsi-
bility for providing services to migrants. BNP2TKI reports directly to the president, but
the agency is subordinate to the Ministry of Manpower and lacks enforcement author-
ity. Like the Ministry, BNP2TKI has provincial and local offices.

Despite robust institutional structures, both the Philippines and Indonesia face coor-
dination challenges. In the Philippines, coordination is insufficient and at times leads to
legal inconsistencies (Orbeta and Abrigo 2011). POLOs, which oversee the well-being
of migrants in countries where they are present, may lack data about the workers pres-
ent in their jurisdictions because POEA does not supply their lists of deployed workers
(Orbeta, Abrigo, and Cabalfin 2009; Agunias 2007). Local governments are less involved
in governance than is desirable (IOM 2013). There are also concerns that POLOs are
understaffed and that POEA and POLOs lack sufficient resources (Agunias 2007).
In Indonesia, lack of clarity in the responsibilities of the Ministry of Manpower and
BNP2TK]I, and of their provincial and local offices, has undermined the effectiveness of
both agencies. Though BNP2TKI is technically subordinate to the Ministry, the vague-
ness of Law No. 39/2004, which views both as implementing agencies, and of subse-
quent regulations means that there are no clear lines of authority between the two
agencies (Kuncoro, Damayanti, and Isfandiarni 2014). This has led to interagency con-
flict, uncertainty among migrants about which agency to seek out in case of need, inef-
ficiency including agency shopping when recruitment agencies seek documentation
from BNP2TKI in case of denial by the Ministry of Manpower (or vice versa), redun-
dant documentation when recruitment agencies keep records such as identity cards
from both agencies, and duplicative processes when provincial officials reapprove
documents already verified by the Ministry of Manpower or require additional docu-
mentation (Farbenblum, Taylor-Nicholson, and Paoletti 2013; IOM 2010a; Kuncoro,
Damayanti, and Isfandiarni 2014).

The institutions serving migrants in ASEAN’s other main sending countries are less
specialized than in the Philippines and Indonesia. Myanmar and Vietnam each have a
specialized agency for out-migration, but the agency deals with issues of both migration
management and migrant protection. In Vietnam, the Department of Overseas Labor
within the Ministry of Labor, Invalids, and Social Affairs is the agency responsible for
managing out-migration. The department oversees migration policy, regulates the
recruitment industry, negotiates bilateral agreements, and provides information, train-
ing, dispute resolution, and other services to help protect migrants. In Myanmar, the
Ministry of Labor, Immigration, and Population is the primary agency responsible for
managing migration. Through the Overseas Employment Supervisory Committee, an
inter-ministerial agency chaired by the Department of Labor within the Ministry, the
Ministry is charged with facilitating overseas labor migration, regulating private recruit-
ment agencies, and providing training to migrant workers. In both Cambodia and
Lao PDR, the same agency is charged with overseeing both immigration and emigra-
tion. In Cambodia, the Ministry of Labor and Vocational Training is responsible for the
management and protection of migrant labor through the Department of Employment
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and Manpower within its General Department of Labor. The Department performs
functions such as issuing work permits, preparing regulations on migration, and over-
seeing recruitment agencies (Tunon and Rim 2013). In Lao PDR, the Ministry of Labor
and Social Welfare is responsible for managing the labor migration system, including
regulating recruitment agencies, along with labor and social welfare departments at the
local level.®

Bilateral agreements and MOUs

The Philippines relies on a system of bilateral agreements to govern migration with
many destination countries. The existence of a bilateral agreement is one of the factors
considered by the Philippines in determining whether a country will protect the rights
of its citizens while abroad and so should be a permitted destination country. The gov-
ernment views the agreements as part of an ongoing process to improve migration
management (Lanto 2015). The Philippines has signed MOUs and Memorandums of
Agreement (MOAs), neither of which are as binding as bilateral labor agreements, with
23 countries and 4 subnational governments regarding land-based migrants and with
6 countries regarding sea-based migrants.” The agreements range from facilitation of
worker migration in very specific areas to broader frameworks covering required quali-
fications, worker welfare, and cooperation. The Philippines has been able to use bilateral
agreements to engage in substantive dialogue with host countries about the important
issues of hiring and migrant welfare that may otherwise have been ignored. In the best
cases, particular concerns of host countries and migrant workers have been considered
and the uncertainty and risk associated with migration have been limited (Rivera,
Serrano, and Tullao 2013).

The Philippines has also pursued social security agreements with host counties.
Social security agreements coordinate host country disability, retirement, and other
pensions with those of the Philippines. The Philippines now has more than ten such
agreements.® These social security agreements usually allow Filipinos to file claims with
the host country or with the Philippines; provide equal coverage with host country
nationals; allow Filipinos to receive their benefits on return to the Philippines; provide
for the totalization of benefits so that employment in the host country and in the
Philippines counts toward benefit accrual; and require benefits payment to be shared by
the host country and the Philippines (Go 2012).

Although the Philippines has likely been more successful in negotiating bilateral
agreements than any other sending country, weaknesses still remain. A recent report
highlights several drawbacks in the Philippines’ agreements, including insufficient cov-
erage and agreements that are not binding; the lack of participation of civil society in
negotiations and insufficient negotiating staff; a failure to account for the particular
needs of female migrants; insufficient monitoring and oversight; and the lack of a cen-
tral repository for bilateral labor agreement documents’ (CMA 2010). Additionally,
many agreements have been ratified by the Philippines but not by the host country or,
otherwise, had a short lifespan and were not renewed (Battistella 2012). The agreements
have also been criticized for being vague and limited in scope (Blank 2011).
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Indonesia and Vietnam have many bilateral agreements with destination countries.
Indonesia has negotiated bilateral agreements with 11 destinations. These include several
in the Middle East such as with Saudi Arabia and the United Arab Emirates, two with
ASEAN countries including another sending country (the Philippines), and several with
East Asian countries outside of ASEAN. Most of the bilateral agreements are MOUs that
provide for cooperation on recruitment and protection but do not include the binding
elements of bilateral labor agreements. Indonesia and Malaysia have used the negotia-
tion of MOUs as a forum to address concerns about the treatment of Indonesian domes-
tic workers. Vietnam has signed bilateral agreements with 16 countries and territories
including 3 ASEAN countries: Lao PDR, Malaysia, and Thailand.!® These include both
more formal MOUs, such as that with Malaysia, and agreements between agencies such
as that between the Department of Overseas Labor and the Japan International Training
and Cooperation Organization (JITCO) (Bowen and Huong 2012).

Although Indonesia and Vietnam have had some success with bilateral agreements,
each country’s agreements have weaknesses. In some cases in Indonesia, MOUs have
not been negotiated transparently, and texts are generally not made available to the
public (Farbenblum, Taylor-Nicholson, and Paoletti 2013; ILO 2015d). In other cases,
bilateral agreements may not be functioning as designed. The additional protections
included in the MOU with Malaysia seem to have incentivized the migration of domes-
tic workers via irregular channels, perhaps to avoid the fixed recruitment fees included
in the agreement (Harkins 2016). Finally, Indonesia has enacted moratoria on the
deployment of domestic workers to several countries with which it has bilateral agree-
ments, including Jordan, Kuwait, and Saudi Arabia. This suggests that these MOUs
were not functioning well either to protect migrants or as channels to address con-
cerns about migrant protections. Vietnam’s bilateral agreements on migration are not
published. The MOU with Malaysia includes a standard employment contract in the
agreement, a good practice, but also allows employers to keep migrants’ passports
(ILO 2015d). Many popular destinations for Vietnamese migrant workers are not
covered by bilateral agreements (ILO 2015e).

Cambodia, Lao PDR, and Myanmar have each signed an MOU with Thailand to
manage labor migration and regularize undocumented migrants. Thailand signed
MOUs with Lao PDR in 2002 and with Cambodia and Myanmar in 2003. The agree-
ments became active in 2006 in the case of Lao PDR and Cambodia and in 2009 in the
case of Myanmar. The MOUs established a formal migration process that had been
lacking with the three countries before the 2000s. The agreements govern all aspects of
the migration process from admissions to employment and exit, and pay particular
attention to efforts to prevent irregular migration. Thailand is to provide information
about employer demand, and the sending countries are to provide information about
worker supply. Also, Thailand and the sending countries are to share data and coordi-
nate on necessary documentation and employment protections, set terms of employ-
ment, and make efforts to prevent illegal migration (ILO 2015b). Finally, the MOUs
helped facilitate a regularization and documentation process, known as the national
verification process, for irregular migrants from Cambodia, Lao PDR, and Myanmar.
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Despite the importance of the MOUs in establishing a formal migration process, the
agreements are underutilized and have failed to replace irregular migration. The pro-
cess of migrating to Thailand via the MOU is lengthy and complex, requiring several
months to complete submissions to, and approvals from, government agencies in both
Cambodia and Thailand (ILO 2015b). As a result, few migrants see a benefit in using the
formal MOU channel, and uptake is limited (MMN and AMC 2013). For example, as of
November 2014, only 90,757 Cambodian workers had work permits under the MOU,
whereas 700,000 irregular Cambodian migrants registered with Thailand between July
and October of that year (Cambodia, MOLVT and ILO 2014; ILO 2015b). Recruitment
agencies are used by migrants in both Thailand and the sending countries to assist with
the process despite the MOU channel being envisioned as a government-to-government
process. The MOUs have also been criticized for focusing more on the procedural
aspects of migration and on preventing irregular migration and less on filling labor
market shortages. Additionally, they have been criticized for involving bilateral meet-
ings that are not transparent, which creates confusion among migrants and employers,
and for requiring only limited data collection and sharing and monitoring and evalua-
tion (ILO 2015b). Thailand signed new MOUs with Cambodia and Vietnam in 2015 and
with Lao PDR and Myanmar in 2016. Although these MOUs are not yet operational,
they are more expansive, covering issues of skills development and reemployment
(ILO 2016a; ILO 2016b).

Admissions
Entry paths and quantity restrictions

In general, sending countries take entry paths and quantity restrictions as given: host
countries control who and how many migrants enter the country. However, sending
countries can influence certain aspects of these components of the migration system
through bilateral agreements. In extreme cases, a bilateral agreement is a precondition
of entry. This is the case with the Republic of Korea’s Employment Permit System
in which all of ASEAN’s main sending countries except Lao PDR participate. The
Employment Permit System requires recruitment by a public agency in the sending
country and close monitoring of several aspects of the migration process, particularly
undocumented migration. Cambodia, Lao PDR, and Myanmar’s MOUs with Thailand
establish the admissions process for the entry of low-skilled formal migrants.' In other
cases, bilateral agreements govern the entry of a more limited group of workers. For
example, agreements between the Philippines and Bahrain, Germany, Japan, Norway,
Spain, and the United Kingdom relate to the entry of Philippine health professionals.
Outside the scope of bilateral agreements, the Philippines provides assistance to
migrants to help them comply with the entry requirements of host countries. Skills test-
ing centers in the Philippines are accredited by the Technical Education and Skills
Development Authority to allow out-migrants to comply with skills requirements. The
Department of Health accredits medical clinics for migrant workers to comply with
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host country requirements for medical examinations. Recruitment agencies are respon-
sible for overseeing both the skills and medical examinations.

Recruitment

In the Philippines, regulation of recruitment is designed to protect migrant workers
from abuse and to help migrant workers comply with host country requirements. POEA
regulates private recruitment through a two-step system of licensing private recruit-
ment agencies and accrediting foreign employers. To be eligible for a license to recruit
migrant workers, an agency must be owned by a Philippine citizen and meet minimum
capital requirements. The agency must attend a prelicensing orientation seminar and a
continuing agency education seminar for license renewal. The agency must agree to
comply with rules designed to protect migrant workers and adhere to ethical standards.
Finally, the recruiter is required to deposit P1 million into escrow to cover claims by
workers for contract violations and penalties for illegal recruitment practices. POEA
urges recruiters to specialize in certain occupations (Ahsan et al. 2014). The Philippines
has the largest number of recruitment agencies of any ASEAN sending country, with
about double those of Indonesia (figure 7.2).

FIGURE 7.2
Number of recruitment agencies in ASEAN'’s main sending countries
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Source: Philippines, COA (2016a) for the Philippines; Farbenblum, Taylor-Nicholson, and Paoletti (2013) for
Indonesia; the Department of Overseas Labor for Vietnam; the Ministry of Labor and Vocational Training for
Cambodia; ILO (2016d) for Lao PDR; and the Ministry of Labor, Immigration, and Population for Myanmar.
Note: The year is 2013 for Indonesia, 2015 for the Philippines; 2016 for Cambodia, Lao PDR, and Myanmar;
and 2017 for Vietnam. ASEAN = Association of Southeast Asian Nations.
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The Philippines also requires employers of foreign workers to be accredited. To
extend its oversight of recruitment and placement to host countries, the Philippines
requires employers who wish to hire Philippine migrants to obtain accreditation with
POEA or POLOs. The process of accreditation involves verification by officials from
POLOs, a Philippines Embassy or consulate, or POEA that the rights and welfare of
Philippine migrant workers will be protected and that employment contracts are con-
sistent with laws in both the host country and the Philippines. To be accredited,
employers, placement agencies, and staffing companies must work through a private
recruitment agent and disclose the number of positions required, their salaries, and a
master employment contract. Accreditation can be suspended for a variety of violations
including contract violations and failure to assist or repatriate workers in distress. The
employer is responsible for certain costs such as transportation costs and any skills or
qualifications assessment fee. POEA has encouraged large foreign employers including
multinational construction contractors, state authorities managing hospital systems,
and hotel chains to employ Philippine workers (Ahsan et al. 2014).

Like the Philippines, Indonesia and Vietnam seek to regulate private recruitment of
migrant workers through a licensing system (table 7.2). Also like the Philippines,
Indonesia and Vietnam license recruitment agencies, have minimum capital and secu-
rity deposit requirements, and have a process for reviewing employers of, or job orders
for, migrant workers. In Indonesia, the Ministry of Manpower, BNP2TKI, and their
local offices regulate recruitment agencies (PPTKIS) and labor brokers. Recruitment
agencies must receive a license to recruit (SIPPTKIS), which requires minimum paid-
up capital requirements, posting a bank deposit as collateral, and a three-year business
plan.'? To recruit migrant workers for a particular job order, recruitment agencies must
also obtain a permit (SIP) that requires the recruitment agency to have a job order that
has been reviewed by the Indonesian embassy or consulate in the destination country
and a placement agreement with an Indonesian worker who has registered as a prospec-
tive migrant with the local Ministry of Manpower office. In Vietnam, the Department of
Overseas Labor is responsible for issuing licenses to recruitment agencies, many of
which are partially or wholly owned by the state, and for regulating the industry.
Licensed recruitment agencies must have minimum capital and pay a deposit for the
settlement of claims. Agencies sending more than 100 migrant workers to a destination

TABLE 7.2

Licensing requirements for recruitment agencies in ASEAN'’s main sending countries
Licensing requirement PHL IDN VNM KHM LAO MMR

Minimum capital X X X O X O

Security deposit X X X X X O

Orientation X @) O O O O

Employer accreditation/job order review X X X (@) (@) (@)

Representative abroad O O X X O O

Note: X = the licensing requirement is present; O = the licensing requirement is not present; ASEAN = Association
of Southeast Asian Nations; IDN = Indonesia; KHM = Cambodia; LAO = Lao PDR; MMR = Mynamar;
PHL = Phillipines; VNM = Vietnam.
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country must have a representative in that destination (Le and Mont 2014). Recruitment
agencies must submit labor supply contracts to the department for review and supply
reports on migrant workers sent abroad, with information on the situation of those who
are employed abroad and those returning to Vietnam."

The regulation of recruitment agencies is similar in Cambodia, Lao PDR, and
Myanmar but less robust (table 7.2). Neither Cambodia nor Myanmar has minimum
capital requirements, Lao PDR does not require recruitment agencies to have represen-
tatives abroad, and Myanmar does not require a security deposit. None of the three
countries accredits employers of, or reviews job orders for, migrant workers. In
Cambodia, the Ministry of Labor and Vocational Training oversees the licensing of pri-
vate recruitment agencies. To receive a license, recruitment agencies must make a secu-
rity deposit, provide regular reports on its activities, and have a permanent representative
in any destination country with migrant workers. Recruitment agencies must also
report a worker’s arrival in the destination country to Cambodia’s embassy or consulate
(MMN and AMC 2013). In Lao PDR, the Ministry of Labor and Social Welfare, along
with its local branches, approves and cancels recruitment agency licenses.'* To obtain a
license, agencies must be headed by someone with Lao citizenship, make a security
deposit, and have minimum registered capital. In Myanmar, the Ministry of Labor,
Immigration, and Population oversees recruitment with input from the Overseas
Employment Supervisory Committee. The Department grants licenses to recruitment
agencies that must inform the Department of Labor upon a migrant worker’s
departure.

Although the regulation of the recruitment process in the Philippines is regarded
as a well-functioning model for source country governments, it has weaknesses.
Recruitment costs are believed to be lower for Philippine migrants in the Middle East
than those faced by migrants from India, Nepal, and Sri Lanka (Agunias 2010). The two-
step recruitment process extends protection for migrant workers beyond the Philippines
to host countries. Still, the difficulty of ensuring that host country and Philippine
recruitment requirements are compatible, the difficulty of enforcing these require-
ments, and the involved process of migrating formally from the Philippines mean that
migrants sometimes choose quasi-formal or informal migration channels. Agunias
(2010) describes a three-tier migration system between the Philippines and the United
Arab Emirates: a channel of informal agreements with less protection for workers and a
wholly informal channel that circumvents the recruitment system exist alongside for-
mal processes. Recruitment by unlicensed agencies and violations of recruitment rules
are common, such as substituting contracts with lower wages and deployment to differ-
ent or nonexistent jobs.

Regulation of the recruitment process is weak in Indonesia. Although Indonesia’s
Law No. 39/2004 and subsequent regulations require licensed recruitment agencies to
carry out recruitment functions, in practice labor brokers (calo) that are not regulated
often take on this role to identify and provide information about migration to potential
migrants, often in rural areas. This is particularly the case for those migrants to the
Middle East whom brokers connect to Jakarta-based recruitment agencies (Farbenblum,
Taylor-Nicholson, and Paoletti 2013). The involvement of brokers can increase
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recruitment costs and subject migrants to abuse without redress because brokers are
unregulated (IOM 2010a). Recruitment agencies at times recruit Indonesian workers
directly, rather than from the pool of registered prospective migrant workers as required
by law, and frequently house workers for predeparture training without first obtaining
a job order (Farbenblum, Taylor-Nicholson, and Paoletti 2013). The lack of clear roles
for the Ministry of Manpower and BNP2TKI means that recruitment agencies may
obtain documentation from both agencies to demonstrate compliance with the same
step of the recruitment or predeparture process or seek out the other agency if the first
rejects a permit application (Kuncoro, Damayanti, and Isfandiarni 2014).

The recruitment environment is similarly weak in Cambodia, Lao PDR, Myanmar,
and Vietnam. Despite the requirement that recruitment agencies deal directly with
workers in Vietnam, informal brokers are a standard actor in the process. A report by
the National Assembly Standing Committee found that 70 to 80 percent of workers
were recruited by brokers. The involvement of brokers may cause migrants to pay fees
twice, first to brokers and then to licensed recruitment agencies. Additionally, recruit-
ment agencies and brokers charge migrants high fees despite the legal cap. This can take
the form of charging higher fees to prospective migrants seeking higher-paying jobs,
overcharging for taxes, or simply overcharging for fees (Phuong and Venkatesh 2016).
Additionally, brokers may deceive migrants, skirt migration requirements, or provide
migrants with fraudulent documents (Bowen and Huong 2012; CSAGA 2013; Le and
Mont 2014). Finally, recruitment agencies do not follow reporting requirements, which
makes maintaining records on migrant workers and protecting them in the case of need
difficult (Vietnam, MFA 2012). In Cambodia, Lao PDR, and Myanmar, the high costs of
using private recruiters leads most migrants to seek out unlicensed brokers.

Several countries have used self-enforcement and public ranking of recruitment
agencies as a tactic to improve the recruitment process. The ILO has recently worked with
the Vietnam Association of Manpower Supply, the association of recruitment agencies,
to improve the recruitment process. Recruitment agencies have been encouraged to
adopt a voluntary code of conduct to incentivize self-regulation (Ahsan et al. 2014). Each
year since 2012, participating agencies have been ranked on their compliance with the
code to provide more information about the quality of the agencies and to incentivize
better behavior. More than one-quarter of all agencies now participate in the assessment,
accounting for half of all contract-based overseas workers (ILO 2015a). The Vietnamese
association has sought to increase the effectiveness of the ranking by encouraging partici-
pation through stakeholder engagement with recruitment agencies, central and local gov-
ernment agencies, and receiving countries (ILO 2013b; ILO 2015f). The Association of
Cambodian Recruitment Agencies also adopted a voluntary code of conduct in 2009 to
encourage recruitment agencies to self-regulate in coordination with the ILO. Members
have reportedly been removed from the Cambodian association for not performing up to
the code (Cambodia, MOLVT and ILO 2014). In Indonesia, BNP2TKI has rated recruit-
ment agencies to increase competition among the agencies, provide information to pro-
spective migrants, and increase supervision (World Bank 2016c). In Myanmar, the
Overseas Employment Agencies Federation has created a code of conduct and a monitor-
ing mechanism to improve recruitment practices through self-enforcement (ILO 2015a).
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Finally, the Philippines has created an award system for high-performing recruitment
agencies and employers. These awards exempt agencies and employers from certain
administrative requirements such as document submissions and an easier approvals
process. POEA publishes information about recruitment agencies that are delinquent
(Orbeta, Abrigo, and Cabalfin 2009).

In addition to licensing private recruitment agencies, several of ASEAN’s main send-
ing countries have public recruitment programs, and most are used for recruitment to
Korea’s Employment Permit System. In the Philippines, the Government Placement
Branch, a public recruitment agency within POEA, recruits workers for placement in
Korea and Taiwan, China. In Indonesia, BNP2TKI recruits for deployment of migrants
to Korea and Japan. In Cambodia, the Manpower Training and Overseas Sending Board
within the Ministry of Labor and Vocational Training is responsible for recruitment and
deployment to Korea. Vietnam’s Center of Overseas Labor provides the public recruit-
ment and training required for participation in the Employment Permit System.
Concerns about high rates of Vietnamese workers overstaying their contracts in Korea
led to the suspension of Vietnam’s participation in 2012. These high rates of overstay
seem in part caused by the persistence of informal brokerage, prohibited under both
Vietnamese law and the MOU with Korea, which drove up migration costs to Korea
incentivizing migrants to stay longer to earn back upfront costs (Ishizuka 2013; Le and
Mont 2014). Public recruitment generally represents a small share of out-migration in
the region. For example, in the Philippines in 2010 only 2 percent of newly hired
migrants used public recruitment (POEA 2010).

Employment
Employment Terms

As with entry paths and quantity restrictions, sending countries generally take employ-
ment terms as given because host countries determine how long migrant workers can
work, whether their work permits can be renewed, and other conditions such as whether
migrant workers can bring dependents with them. Indonesia is an exception. Indonesia’s
Law No. 39/2004 states that employment contracts for migrant workers can only be
made for a maximum period of two years with a maximum extension of two years sub-
ject to the approval of Indonesian authorities in the destination country. This provision
is inconsistent with migration rules in countries such as Singapore where work permits
can be renewed multiple times without exit.

Sending countries can also influence employment terms through bilateral agree-
ments. The MOUs and MOAss that the Philippines has negotiated have included provi-
sions related to employments terms, as in the case of the agreement with Qatar that
includes a model employment contract and that with Iraq that had provisions regarding
contract renewal. The MOUs signed between Thailand and Cambodia, Lao PDR, and
Myanmar originally restricted employment terms to an initial two-year period that
could be extended for another two years before a required three-year cooling off period.
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Several actions in 2014 and 2016 relaxed the cooling-off period requirement and per-
mitted migrants to extend their existing work permits (IOM 2016a).

Protection

Restrictions on host country, occupation, or sector

Several ASEAN sending countries restrict the countries to which workers can migrate
or the occupations they can work in, or both. The Philippines only permits migrants to
work in countries in which their rights will be protected. The Department of Foreign
Affairs is responsible for compiling a list of compliant countries. In Indonesia, concerns
about mistreatment and abuse of domestic workers led to a moratorium on Indonesian
female domestic workers migrating to Malaysia in 2009, which was removed in 2011.
However, similar concerns led to a moratorium on the deployment of domestic workers
to Saudi Arabia in 2009 and then to 21 countries in the Middle East and North Africa in
2015."5 Indonesia is now pursuing a policy to halt all deployment of domestic workers
by 2017. This could impact as many as 4 million workers or 3.2 percent of Indonesia’s
2015 workforce (World Bank 2016c¢). Responding to concerns about abuse and exploita-
tion, Cambodia banned deployment of domestic workers to Malaysia in 2011. The ban
was lifted in 2015 after the signing of an MOU, but no domestic workers were deployed
there in 2016 (ILO 2016e). Though there is no formal ban on deploying workers into the
fishing sector, the Cambodian government has pressured recruitment agencies not to
do so. Migrant workers from Lao PDR are not permitted to work in the sex industry; in
unskilled occupations such as domestic work and cleaning; and in dangerous occupa-
tions such as fishing (MMN and AMC 2013). Myanmar generally prohibits workers
from migrating as domestic workers. Specific bans were put in place in September 2014
for Singapore and Hong Kong SAR, China and again in June of 2015 for Singapore.
Responding to a political controversy, Myanmar prohibited all workers from migrating
to Malaysia in late 2016.

Such restrictions tend to be ineffective or even have negative effects. Filipinos migrate
to countries not included on the Department of Foreign Affairs’ list of compliant coun-
tries. Despite Lao PDR’s restrictions on unskilled work, many migrants work in these
occupations. For instance, more than 62,000 irregular Laotian migrants registered as
domestic workers in Thailand between 2009 and 2010 (MMN and AMC 2013). The
same is true for Myanmar’s ban on migrant domestic workers (HOME and MWRN
2015). A recent World Bank study shows that this seems to be true in the case of
Indonesia’s moratoria, as well (World Bank 2016¢). The share of undocumented female
domestic workers in Malaysia increased 31 percentage points during the moratorium
and declined by 11 percentage points afterward. A more formal study of the morato-
rium on migration to Malaysia and Saudi Arabia has shown other negative effects
(Makovec et al. 2016). The moratorium on migration to Saudi Arabia was found to have
led to (1) a decline in household per capita consumption expenditure in districts
with high migration to that country of between 3 and 4 percent per year in the four
years after the moratorium; and (2) an increase in the poverty rate of between 2 and
3 percentage points per year in the three years after the ban. Additionally, the Malaysia
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and Saudi Arabia bans were found to have led to a decline in female employment and
labor force participation of up to 4 percentage points.

Fee restrictions

Cambodia is the only ASEAN sending country that does not have legal restrictions on
the fees that can be charged by recruitment agencies. In the Philippines, the fees that
can be paid by migrant workers are limited to documentation costs such as passport
and recruitment fees that can be up to one month of salary. Domestic workers and
sea-based workers are exempt from recruitment fees. In Indonesia, the Ministry of
Manpower regulates recruitment fees and decides which party should be responsible
for which fees. Recruitment agencies can charge a placement fee and a range of other
fees for processing documents, health and psychological examinations, job training,
food and accommodation during training, transportation, and insurance (Bachtiar
2011). In Vietnam, regulations establish destination-specific ceilings on the fees, and
migrants should only be charged recruitment fees (not for items such as vocational or
foreign language training) (Bowen and Huong 2012; Le and Mont 2014). Lao PDR caps
recruitment fees at 15 percent of a migrant’s monthly wage during employment abroad
(ILO 2015b; Lao PDR, DOS and NERI 2012). In Myanmar, the Overseas Employment
Supervisory Committee determines the fees that can be charged to migrants by recruit-
ment agencies. In Cambodia, in contrast, there is no legal restriction on the fees that
can be charged by recruitment agencies to migrant workers (LSCW 2013; MMN and
AMC 2013; Tunon and Rim 2013).

Fee restrictions seem to be difficult to implement and are generally ineffective. In the
Philippines, evidence exists that recruitment agents charge a recruitment fee of more
than the permitted one month’s salary; they also employ deceptive practices when
charging recruitment fees, at times inappropriately recouping costs for transportation
and insurance via salary deductions once the migrant worker is employed (Agunias
2010; Jureidini 2014). Fees are sometimes charged to domestic workers, who are exempt.
Migrants from Vietnam are often charged recruitment fees that are higher than the
regulated ceiling (Bélanger et al. 2010; Bowen and Huong 2012). For instance, job place-
ment in Taiwan, China can cost US$5,000 to $6,000, much more than the US$1,500
maximum (Ahsan et al. 2014). Fees for migrant domestic workers migrating from
Myanmar to Singapore were reportedly capped at four months of salary, though the cap
seems to have been weakly enforced (HOME and MWRN 2015). A 2013 survey of
migrant workers by the World Bank in collaboration with Statistics Indonesia found
that high fees are likely one explanation for significant undocumented migration from
Indonesia. Undocumented migrant workers pay an average of Rp 4.9 million in fees
compared to Rp 8.8 million for documented migrants (World Bank 2016c).

Contract requirements

The Philippines specifies certain provisions that must be included in the employment
contract that must be provided to migrant workers. These include details about the
employer, job site, position, duration, salary, hours, and leave. The salary must not be
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lower than the host country minimum wage or the prevailing minimum wage in the
National Capital Region of the Philippines. The minimum wage for domestic workers is
set at US$400. Food, accommodation, and transportation must be provided either in
kind or a monetary equivalent. The recruitment agent must agree to negotiate for the
best terms and conditions for migrant workers. Still, there is evidence that abuses of
these requirements occur. Contracts with lower wages are sometimes substituted for
those approved by POEA, at times with the migrant worker’s knowledge. Other abuses
include deployment to nonexistent jobs or different jobs from the original contract and
dishonesty about job responsibilities and work conditions (Agunias 2010).

While Indonesia has similar contract requirements, they are less extensive, and
migrant workers frequently do not receive required contract documents. A placement
agreement is signed between the recruitment agency and the migrant and an employ-
ment agreement between the employer and the migrant. The placement agreement sets
out the rights and responsibilities of the recruitment agency and the prospective
migrant and provides some details about the job. The employment agreement, signed
after the recruitment agency provides training to the prospective migrant, provides
more job-specific details; these include the details of the employer, the hours of work
and wages, and the rights and obligations of the employer and the prospective migrant.
The employment agreement does not have to be written in a language the migrant
understands (Farbenblum, Taylor-Nicholson, and Paoletti 2013). The survey of
Indonesian migrant workers undertaken by the World Bank in collaboration with
Statistics Indonesia found that only 42 percent of current and 58 percent of former
migrant workers had signed the placement agreement, including 20 percent of docu-
mented workers (World Bank 2016¢). Similarly, two-thirds of current migrant workers
did not sign employment contracts and among those who did only about 60 percent
signed them before departure. Only about half of all migrants are aware of their salary
before departure. Undocumented migrants to Malaysia are the least likely to sign a job
contract or know their salary before arrival in the destination country.

In Vietnam, contracts are frequently not provided to migrants or are later substi-
tuted, and contract requirements are less extensive than in the Philippines. Vietnamese
employment contracts must contain information about the employment term, wages,
working conditions, and fees; and migrants have a right to inquire about salary
information. The contract must be provided to the migrant to be signed at least five days
before departure. There is evidence, however, that contracts are not always given to
migrants within this required time frame and that sufficient information about the con-
tract is not always provided to migrants. For example, a survey of 357 returned migrants
in the Ha Nam, Thai Binh, and Hung Yen provinces found that 24 percent were required
to sign contracts that they did not understand (CSAGA 2013). A third of migrants did
work that was not outlined in their contract, and one-fifth received lower salaries than
that provided in the contract. Furthermore, in a recent survey of Vietnamese migrants
to Malaysia, 6 percent reported not signing a contract, 26 percent reported working on
a different contract than the one originally signed, and about 11 percent earned less
than the salary promised (ILO and KNOMAD 2015).
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Minimum contract provisions in Cambodia, Lao PDR, and Myanmar face similar
problems. In Cambodia, migrant workers must sign a job placement service contract
with the recruitment agency and an employment contract with the foreign employer that
must specify working conditions, types of workers, and benefits and that must be written
in Khmer, English, and the language of the receiving country. In contrast to requirements
specified in previous regulations, the employment contract does not now have to include
information about contract length, salary, working hours, and time oftf (LSCW 2013).
There are also concerns that migrants are not required to sign employment contracts
before deployment (LSCW 2013). Directive No. 2417/MLSW in Lao PDR requires the
signing of contracts between (1) migrant workers and both the recruitment agency and
the employer and (2) the recruitment agency and the employer. According to the Labor
Law (Amended), the employment contract should include provisions regarding scope of
work, salary, duration, working days, and benefits. A small survey of Laotian migrants
in Thailand found that only half had signed contracts with their employers, and only
3 percent had the contract in their possession (ILO 2008). In Myanmar, recruitment
agencies must submit job offers, including the employment contract and information
about working conditions, salary, working hours, and leave for approval by the Committee
of Health, Education and Human Resources Development. However, ensuring minimum
standards in employment contracts remains a challenge (Oo 2016).

Orientation programs

The Philippines offers a series of orientation programs before and after departure to
prepare migrants for employment abroad. The Pre-Employment Orientation Seminar
(PEOS) is designed to help potential migrant workers navigate the job search and
recruitment process and make informed decisions about going abroad. Previously, this
orientation seminar was voluntary and offered in POEA and Department of Labor and
Employment (DOLE) regional offices (IOM 2013). However, the PEOS is now manda-
tory and can be completed online at no cost (POEA 2016). Modules include general
information about working overseas, job search information, details about illegal
recruitment, information about allowable fees and the minimum provisions of the
employment contract, and country-specific information. POEA also provides a listing
of job opportunities available abroad through the job advertising site JobStreet.com.
The Predeparture Orientation Seminar (PDOS) is a mandatory six-hour course for
departing migrant workers; it is designed to help foreign workers adjust to work and
living abroad, particularly during their first six months. The seminar includes seven
modules on topics such as the employment contract, health and safety, financial liter-
acy, and programs and services for migrant workers (Asis and Agunias 2012). Accredited
recruitment agencies and industry associations must provide the course for free. More
than 800,000 individuals participated in this predeparture orientation course in 2014
(PSA 2015). Finally, the Philippine Overseas Labor Offices offer postarrival orientation
seminars in host countries to foreign workers who have recently arrived. These courses
are not mandatory and are only available in countries that have POLOs. These courses
are designed to inform workers about country-specific rights and responsibilities and
information on assistance (ILO 2015g).
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The Philippines is generally lauded for its commitment to increasing the knowl-
edge of migrant workers. Some good practices identified with the Philippines’ orien-
tation programs are the involvement of local government partners, the inclusion of
nongovernmental organizations (NGOs) to incorporate a rights perspective, creating
the postarrival orientation seminars to ensure that learning does not stop at depar-
ture, developing orientation programs for recruiters, and providing migration infor-
mation at the local level (Asis and Agunias 2012). At the same time, several weaknesses
are apparent. A 2010 evaluation of the PDOS found that accredited providers diverged
from prescribed content and methodology, provided certificates even when the orien-
tation seminar was not attended, imposed fees, and held shortened sessions
(Anchustegui 2010). Involvement of recruitment agencies, whose interest is facilitat-
ing employment and not protecting migrant workers, is criticized (Asis and Agunias
2012; Anchustegui 2010). There are complaints that the orientation sessions are used
to promote remittance and insurance products (Ambito and Banzon 2011; Anchustegui
2010; Philippines, DOLE 2014). There is also concern that the sessions do not include
skill- or country-specific information and are poorly timed with respect to a migrant’s
departure date (IOM 2013; Ambito and Banzon 2011). There is no clear link between
the predeparture and post-arrival orientation seminars, which is a desirable feature of
orientation programs (ILO 2015g).

Indonesia also offers a predeparture orientation program for migrant workers. In
Indonesia, all migrants are required to undergo a predeparture orientation program
that is overseen by the migrant-focused agency BNP2TKI and provided by BNP2TKI
and its local offices in 16 provinces. The program is eight hours and covers subjects such
as deployment terms, work contracts, details about the destination country, the rights
and obligations of migrants and their employers, arrival and departure procedures,
Indonesian embassies and missions abroad and accessing assistance through them, and
remittance channels (Asis and Agunias 2012). The orientation program should be free
for migrants, though responsibility for payment is unclear, and is to be given at least two
days before departure (IOM 2010a). Indonesia does not offer an orientation program
for migrants once they arrive at the destination.

There is some evidence that Indonesia’s predeparture orientation program is effec-
tive in increasing the knowledge and awareness of migrants. The 2013 survey of migrant
workers undertaken by the World Bank and Statistics Indonesia showed that migrants
attending this orientation program were about 15 percentage points more likely to be
aware of issues related to salary and working conditions. Knowledge of protection ser-
vices such as contact numbers doubles for participating migrants. However, a signifi-
cant portion of migrants still lack knowledge. Only about half of migrants are aware of
the contact information of the Indonesian embassy or consulate, 40 percent are aware
of the contacts of the recruitment agency, and 35 percent are aware of the contact of the
nearest police station. Lack of attendance may be one reason for this continued lack of
awareness. Despite being required for all migrants except those remigrating to the same
job in the same destination country, about one-third of migrants do not receive the
predeparture orientation program.
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Orientation is required in Vietnam but is primarily the responsibility of recruitment
agencies. Agencies must provide migrants with a 74-hour predeparture orientation
program that includes information about the migrant’s country of destination and
details of the contract between the worker and the recruitment agency. The agencies are
not permitted to charge migrants for the training. The Department of Overseas Labor
has developed training content. Although recruitment agencies can team up with voca-
tional training institutes, the agencies seem to use their own curriculum and do not
always follow the 74-hour requirement (Bowen and Huong 2012). Despite the required
orientation program, there are concerns about how well informed workers are about
labor migration laws, the rights and duties of employers, and financial aspects of work-
ing abroad including costs and obtaining loans (Anh 2008; CSAGA 2013; Le and Mont
2014; Vietnam, MFA 2012). There is also evidence of significant levels of nonparticipa-
tion (Bélanger and Giang 2013; CSAGA 2013).

In Cambodia, Lao PDR, and Myanmar, orientation programs tend to be provided by
recruitment agencies and tend to lack standardized curricula. In Cambodia, recruit-
ment agencies are required to provide predeparture orientation training that includes
key contact information for embassies or consulates and the Ministry of Labor and
Vocational Training. The ministry issues certificates to migrants completing predepar-
ture orientation as a precondition of exit. However, regulations do not specify the con-
tent of the predeparture orientation, and there have been concerns that training is not
uniform (LSCW 2013).!¢ Similarly, recruitment agencies in Lao PDR are required to
provide information and training, including certificates of expertise, to migrant work-
ers before departure. In practice, the provincial Department of Labor and Social
Welfare works with the Federation of Trade Unions and the Lao Youth Union to pro-
vide the orientation (Lao PDR, MOLSW, MOFA, and MPS 2013). There are concerns
about how often orientation programs are given and about orientation quality, with
some evidence of migrants not undergoing predeparture training and others finding
training to be broad and brief (ILO 2013a). In Myanmar, predeparture orientation is
mandatory for migrants and should include information about the labor contract,
remittance channels, important contacts, and the language and culture of the destina-
tion country (Naing 2014). The program lasts three days and for workers migrating to
Thailand is conducted by employer representatives, labor department officials, and
recruitment agencies (Oo 2016). The predeparture orientation program is not stan-
dardized, though standard materials are being created, and lacks certified trainers (ILO
2013a; ILO 2015a). Reports from one NGO suggest that orientation programs have
delivered poor training in the past (HOME and MWRN 2015). The extent of training in
all three countries is limited by the predominance of informal migration.

The impact of predeparture orientation programs has not been studied thoroughly.
Some evidence suggests that these programs fail to motivate additional international
labor migration. A recent impact evaluation of a package of interventions to improve
information about, and access to, work overseas found no impact on the likelihood of
international migration from Sorsogon Province in the Philippines (Beam, McKenzie,
and Yang 2015). However, the impact on migrants once abroad is still an open question
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(McKenzie and Yang 2015). A randomized control trial of different versions of
the Philippines’ Predeparture Orientation Seminar, a partnership between OWWA
in the Philippines and the Asian Institute of Management, is ongoing (Barsbai et al.
ongoing; Philippines, DOLE 2014).

Remittances

The Philippines has worked to increase access to formal remittance channels, increase
financial literacy, and link remittances to development. Institutions responsible for
remittance transactions in the Philippines include banks, nonbank financial intermedi-
aries, pawnshops, and money transfer operators including mobile service providers.
The institutions must register with the Philippines central bank (Bangko Sentral ng
Pilipinas) which regulates them (Nejar 2012). Remittances can also be sent informally
via friends, family, and other social networks. The central bank’s efforts to increase
transparency and competition and its establishment of the Philippine Payments and
Settlements System (PhilPaSS), the expansion of ATMs and mobile technology, and the
growth of grassroots financial institutions have helped to increase access to remittances
and reduce remittance costs (Bagasao 2013). The Philippines has also enabled foreign
workers to make social security payments, health insurance contributions, and other
payments while abroad. Financial literacy is incorporated before departure in the PDOS,
while abroad via the POLOs, and upon return through programs run by the National
Reintegration Center for OFWs (overseas foreign workers). Consistent with the vision
of the Philippine Development Plan 2011-16, programs also exist to funnel remittances
to development purposes. The Longkod sa Kapwa Pilipino (LINKAPIL) program chan-
nels the resources of Filipinos overseas to support small projects, including livelihood
programs, small-scale infrastructure projects, and scholarships. Commercial banks are
urged by Bangko Sentral ng Pilipinas to provide specialized products to foreign workers
(Bagasao 2013). Creating additional opportunities to invest remittances in productive
activities and a better investment climate are viewed as key improvements (Ahsan
et al. 2014).

Indonesia has undertaken several efforts to channel remittances through formal paths.
These include requiring migrants to open a bank account, offering financial literacy
classes before departure, and opening dialogues with destination countries (IOM 2010b).
The use of formal channels seems high in most cases. A recent survey of migrants in three
provinces found that 70 percent sent money through electronic bank transfers (World
Bank 2010a). Those reporting problems in transferring money had mostly relied on rela-
tives or friends. Informal channels are more common for Indonesian migrants in Malaysia
who are frequently undocumented (World Bank 2010b). A pilot program providing
financial literacy training to migrant workers in the Greater Malang area and the Blitar
District of East Java had a positive impact on financial awareness and knowledge, budget-
ing, and savings, but did not increase the quantity or frequency of remittances (Doi,
McKenzie, and Zia 2014). Notably, effects were most pronounced when both the migrant
and family member received training, less pronounced when just the family member
received training, and absent when only the migrant received training.
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Sending remittances through informal channels is common in ASEAN’s other
sending countries. Vietnam has sought to facilitate remittances from migrant workers,
but informal channels remain common with cooperation between Vietnam and desti-
nation countries insufficient (Anh et al. 2010; Vietnam, MFA 2012). Cambodia does not
have a legal framework for remittances, and use of informal remittance channels is fre-
quent (IOM 2010c). A survey of 526 households in six communities found that 85 per-
cent of migrants working deep inside Thailand sent money through middlemen (Sophal
2012). Those living closer to the border in Thailand tended to use other migrant work-
ers. However, with the assistance of the Ministry of Labor and Vocational Training
recruitment agencies are required to help workers open personal bank accounts to
facilitate the use of formal remittance channels. Use of informal channels for remit-
tances is also common among Laotian migrants. An IOM survey of more than 1,000
Laotian migrants in Thailand found about half of respondents who sent remittances
used bank transfers, whereas 26 percent used informal channels such as relatives or
friends or carrying the remittances themselves (IOM 2016b). Respondents cited lack of
mechanisms to receive remittances and remote destinations as the main challenges to
sending remittances. Similarly, sending remittances informally is common among
migrants from Myanmar. In an IOM survey of 5,027 Myanmar migrants in seven prov-
inces of Thailand, 87 percent used unofficial channels with the lack of identity cards or
bank accounts and the distance of urban centers cited as barriers to using formal chan-
nels (IOM 2016c¢).

Deployment requirements

The Philippines uses a strict system of deployment requirements to check that depart-
ing workers are fully covered by the migration system’s protections (Orbeta and
Abrigo 2011). To receive an overseas employment certificate, which allows a potential
migrant to exit the Philippines for employment, the potential migrant must submit
documentation. This includes a compliant contract, certificates verifying that predepar-
ture orientations have been completed, and a certificate issued by the Philippine
Technical Education and Skills Development Authority demonstrating skills qualifica-
tion. The employment certificate exempts foreign workers from the travel tax that is
imposed on all others who exit. This exemption acts, in part, as an incentive not to
abuse other exit channels for informal migration.

The deployment process in Indonesia is very involved and lengthy, and likely leads
migrants to seek out partially or fully irregular channels. Migrants themselves must
perform more than twenty steps from registering as a job seeker to registering as a pro-
spective migrant worker, attending training, undertaking health and psychological
tests, obtaining insurance, and signing the placement and employment agreements
(Makovec et al. 2016). This also includes obtaining permission from a husband, wife,
parent, or guardian who is verified by the village head. The significant documentation
required and the lengthy deployment process can make migrants vulnerable to exploi-
tation or can lead migrants to seek out recruitment agencies that can expedite deploy-
ment by falsifying documents. A 2007 study of labor migrants in three provinces found
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that more than 40 percent of documents were falsified (IOM 2010a). Migrants to the
Middle East often skirt portions of the lengthy process with brokers providing a link to
Jakarta-based recruitment agencies (Farbenblum, Taylor-Nicholson, and Paoletti 2013).
Indonesia has sought to ease the burden of deployment requirements in recent years
through an online system to improve administrative services and a pilot one-stop
deployment system (World Bank 2016c).

The deployment requirements for migrating from Cambodia, Lao PDR, and
Myanmar to Thailand using the formal MOU channel are cumbersome.'” In the case of
migration from Cambodia, a prospective migrant worker contacts a recruitment agency
who has received an employment request from an employer in Thailand, the prospec-
tive migrant selects a workplace, and the agency provides documentation to the Ministry
of Foreign Affairs and International Cooperation (MOFAIC) and to the Thai Ministry of
Labor. MOFAIC approves the list of visa applicants, and the Thai embassy in Cambodia
issues visas. At the same time, the Ministry of Labor and Vocational Training issues a
card to the prospective migrant and a list of migrant names to the Ministry of Interior
for issuance of passports. This process takes at least 62 days. The procedures are simi-
larly burdensome for migrant workers from Lao PDR and Myanmar, with the process
lasting 55 days for Lao PDR and 89 days for Myanmar (ILO 2015b).

Migrant worker welfare funds

The Philippines offers substantial protection resources to migrant workers through
membership in OWWA, the primary agency responsible for protecting the welfare of
overseas Philippine workers and their dependents. OWWA is a membership organiza-
tion funded by a mandatory US$25 contribution paid by a migrant worker’s employer.
The fee is paid at the time a migrant receives a contract to work abroad, and membership
lasts for the duration of the contract and can be renewed when a new contract is signed
(IOM 2013). OWWA is tasked with providing services, including insurance and legal
assistance, to Philippine workers while abroad and after they return home. Benefits of
membership include insurance in the case of disability and death, education and training
assistance including predeparture orientation, legal and other assistance in the
Philippines and abroad, and reintegration assistance. OWWA also provides repatriation
assistance for all foreign workers, regardless of their membership.

Migrant welfare or support funds have struggled in other countries. Before migrat-
ing from Vietnam, workers pay a fee to the Overseas Employment Support Fund. The
Fund is pooled from contributions from recruitment agencies, migrants, and the gov-
ernment and is used for labor market activities, such as identifying foreign labor market
opportunities, supporting returned migrants in finding jobs, and assisting workers who
repatriate because of emergencies (Vietnam, DOLAB and IOM 2014). The Fund’s effec-
tiveness has been questioned, however (Anh et al. 2010). For instance, efforts to support
returned migrants to find jobs seem to be very limited. In Indonesia, migrants had been
required to support monitoring and protection by paying a protection fee of US$15 per
worker into a worker protection fund (DP3TKI). This requirement was abolished in
2013 after implementation problems, confusion about where funds should go once
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collected, and lack of use (World Bank 2016a). Lao PDR’s 2013 Labor Law (amended)
establishes a labor fund designed to promote skills development and assist workers
from Lao PDR and foreign employees working in Lao PDR. The fund is to be financed
by a contribution of 1 percent deducted from the income tax of domestic employees,
1 percent of the salary bill of domestic employers, 5 percent of one month’s income of
employees abroad, and 15 percent of registration fees for issuing work permits for one
person for one month from employers importing foreign labor. The fund has not yet
been created because of limited financial and staff resources, lack of clarity about man-
agement, and questions about how contributions would be collected (ILO 2015h; ILO
2015i; Vathanakoune 2015). However, the government is now undertaking a feasibility
study along with the ILO.

Social protection for migrant workers

The Philippines has created an extensive social protection system for migrant workers.
Recruitment agencies must provide life and personal accident insurance at no cost to
the foreign worker. Migrant workers must obtain health insurance coverage via
PhilHealth; migrants and their dependents can then be reimbursed for hospitalization
and outpatient benefits in the Philippines and hospitalization outside of the Philippines.
Irregular migrants are also able to obtain coverage. Overseas workers can contribute to
the social security system on a voluntary basis, gaining access to retirement, death, dis-
ability, and other benefits and to a tax-free savings program. The system maintains
15 field offices in 11 countries and has participated in the PDOS to market participation
to foreign workers (Bagasao 2013). The Philippines has also negotiated social security
agreements, allowing Filipinos to file claims with the host country or with the Philippines
(Go 2012). The Philippines now has more than ten such agreements.'®* Migrant workers
are also required to become members of Pag-IBIG, the government-run mutual fund
that provides savings options for migrant workers to purchase a home (Bagasao 2013;
IOM 2013).

Indonesia also makes some social protection benefits available to migrant workers
though the main program for migrants has significant flaws. All departing migrant
workers are required to obtain Indonesian Overseas Migrant Workers’ Insurance
(Asurans TKI). This insurance covers insurable risks such as illness, accident, disability,
death, repatriation, and funeral expenses in addition to noninsurable risks such as
early contract termination, unpaid salary, physical abuse, and sexual harassment
(Farbenblum, Taylor-Nicholson, and Paoletti 2013; World Bank 2016a). Coverage
begins a maximum of five months before departure, lasts for two years during employ-
ment with renewability for one- and two-year periods, and continues one month after
return to Indonesia. Recruitment agencies obtain coverage on behalf of migrants from
consortia of insurance companies overseen by the Ministry of Manpower, but can pass
the cost along to migrants. In a recent report, significant problems were identified with
the current structure of the insurance product (World Bank 2016a). Perhaps most
important, this insurance bundles both insurable and noninsurable risks. Unlike illness
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or disability, risks such as abuse or contract termination are difficult to price and bet-
ter-suited to a government-provided social protection scheme. Additionally, the claims
process is complicated and documentation requirements are burdensome (World
Bank 2016a). For example, claims must be filed within 12 months of the injury, making
it very difficult for a worker on a two-year contract abroad to file a claim if harmed
during the first 12 months of employment. Lack of uptake is also a challenge. The 2013
survey of Indonesian migrants undertaken by the World Bank in collaboration with
Statistics Indonesia found that only 31 percent of all current migrant workers reported
having health or work-related accident insurance, or both, despite the requirement
that all be covered.

Host country social protection programs for migrants are very limited in all other
sending countries. Vietnam’s 62 poorest districts program, which seeks to facilitate
overseas migration for the poor, includes an insurance policy for the poor and nonpoor
for deaths, accidents, and contracts terminating outside the worker’s control during the
first year of the contract (Le and Mont 2014). Cambodia, Lao PDR, and Myanmar do
not offer any special social protection coverage to migrant workers.

Special protections for migrant domestic workers

The Philippines has made additional efforts to protect migrant domestic workers. The
Household Service Workers Reform Package is a group of rules instituted by POEA in
2006 setting out additional requirements with which domestic workers must comply
before working abroad and additional rights for domestic workers during employment.
Domestic workers must be 23 years old before they migrate and complete a training
program resulting in the National Certificate for Household Service Workers. Domestic
workers must attend the Comprehensive Predeparture Education Program in addition to
the PEOS and the PDOS. The Education Program is a four- or six-day course in language,
culture, and stress management. More than 200,000 individuals participated in the pro-
gram’s language training portion in 2014 (PSA 2015). Finally, as noted earlier, the reform
package sets a minimum wage of US$400 and exempts domestic workers from place-
ment fees.

The reform package’s new minimum wage had a significant impact on the market for
Philippine domestic workers abroad. Imposing the minimum wage led to an increase in
their wages; however, it also reduced their employment by 55 percent in countries
where the minimum wage was binding compared to countries where it was not
(McKenzie, Theoharides, and Yang 2014). Although this decrease in employment is an
important cost associated with the imposition of the minimum wage, that the Philippine
policy had an impact in receiving countries has two important implications. First, the
Philippines’ system of regulating recruitment, and particularly contracts, seems to be
effective, at least in the case of domestic workers. Second, the employment of Philippine
foreign domestic workers did not fall to zero, suggesting that Filipinos are not perfectly
substitutable with other nationalities. This is an indication that English language profi-
ciency, migration-oriented training, or work ethic may be an advantage for migrant
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domestic workers from the Philippines. (McKenzie, Theoharides, and Yang 2014). Still,
there are concerns that some of the main provisions of the reform package, including
the minimum wage provision and the ban on placement fees, were ignored or skirted by
reclassifying domestic workers as another worker type (Orbeta and Abrigo 2011;
Battistella and Asis 2011).

Indonesia has relied mainly on bans on deployment to increase protections for
domestic workers. In Indonesia, migrant domestic workers are required to be 21 years
of age and to receive education and training provided by recruitment agencies. As
noted earlier, concerns about mistreatment and abuse led Indonesia to implement
moratoria on its female domestic workers migrating to Malaysia and countries in the
Middle East. Despite removing the moratorium on migration to Malaysia in 2011,
Indonesia is now pursuing a policy to halt all deployment of domestic workers by 2017.
However, the ban does not seem to have been effective either in preventing domestic
workers from migration to prohibited countries or in improving their well-being. As
noted above, migrant domestic workers seem to have shifted to informal channels dur-
ing the Malaysia ban. Additionally, it is not clear that the moratoria are responsible for
an improvement in migrant experiences abroad. Although reports of unpleasant expe-
riences have declined since the moratoria, these have occurred across all destination
countries and occupational groups, suggesting the moratoria alone are not responsible
(World Bank 2016c).

Cambodia, Lao PDR, Myanmar, and Vietnam either lack additional protections for
migrant domestic workers or have banned deployment of such workers. Vietnam has
no significant additional protections for migrant domestic workers. However, recent
developments include passage of domestic legislation governing domestic workers
that could be extended to cover migrants; an agreement by Taiwan, China to allow
entry to Vietnamese domestic workers, thus lifting a 2005 ban; and an MOU on
domestic workers with Saudi Arabia (ILO 2015j). Cambodia has banned domestic
workers from migrating to Malaysia in the past, and Lao PDR and Myanmar have
more general restrictions on the migration of domestic workers that create confusion
about whether domestic workers can use the MOU channel for migration to Thailand
(ILO 2016d).

Legal and other assistance while abroad

The Philippines has a significant network of overseas resources for migrant workers
who are abroad. The Office of the Undersecretary for Migrant Workers Assistance is
responsible for providing legal assistance to Filipinos abroad. There are 37 labor atta-
chés to assist migrant workers in destination countries (ILO 2015f). OWWA pro-
vides legal assistance to foreign workers while they are abroad, and has 31 overseas
posts. Additionally, the POEA has 16 POLOs in 29 countries that run information
programs for migrants and oversee migrant welfare while abroad. The POLOs run
Migrant Workers and Other Overseas Filipinos Resource Centers that provide tem-
porary shelter for Filipinos abroad in distress. However, there are limitations to the
assistance offered to migrants abroad. POLOs may lack data about the workers
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present in their jurisdictions because POEA does not supply them with their lists of
deployed workers (Orbeta, Abrigo, and Cabalfin 2009; Agunias 2007). There are also
concerns that POLOs are understaffed and that POEA and POLOs lack sufficient
resources (Agunias 2007).

All of ASEAN’s other main sending countries have representatives abroad who
assist migrant workers, though this assistance is limited by staft resources and capac-
ity. Legal assistance, temporary accommodation, and other support services are avail-
able to migrant workers while abroad from Indonesian embassies and consulates.
However, the capacity and resources of these representatives are limited (IOM 2010a;
ILO 2015c¢). Indonesia now has 13 labor representatives in consulates in its primary
destinations:' of these, only 4 are labor attachés while the rest are technical staff
(World Bank 2016b). Recruitment agencies are required to inform Indonesian embas-
sies and consulates of the arrival of migrant workers in a destination country but often
fail to do so (IOM 2010a; World Bank 2016c). Vietnam’s embassies and consulates are
tasked with aiding migrants while they are abroad. Vietnam has labor attachés in eight
countries® (Bowen and Huong 2012). The extent to which Vietnam’s representatives
abroad can provide assistance is limited by insufficient resources and staft and the lack
of information about the migrants present in destination countries. As in Indonesia,
though recruitment agencies are required to inform Vietnam’s overseas representa-
tives about the arrival of migrants, they often do not do so (Vietnam, MFA 2012).
Cambodia’s embassies and consulates in destination countries are charged with aiding
migrant workers. However, these offices often have inadequate staff, skills, and
resources; and there are currently no labor attachés in any destination country (HRW
2011; ILO 2015b; United States, DOS 2016).?' Recruitment agencies are responsible
for having representatives in destination countries and for overseeing the working and
living conditions of migrant workers while they are abroad. Lao PDR now has only one
such labor attaché that is based in Thailand (ILO 2015a). Myanmar has labor attachés
in Korea, Kuwait, Malaysia, Singapore, and Thailand, (ILO 2015f). Three additional
labor attachés have been announced for Thailand, bringing the number there to five
(ILO 2016c). There are concerns about the quality of the assistance provided by embas-
sies and consulates, and procedures for obtaining official documents are said to be
inefficient (Hall 2012).

Assistance to family members or dependents of migrant workers

The Philippines aids the family and dependents of foreign workers during and after
their deployment. Dependents of PhilHealth members who are foreign workers are
entitled to benefits. OWWA provides scholarships to dependents of members
through the Education for Development Scholarship Program, the OFW Dependent
Scholarship Program, the Congressional Migrant Workers Scholarship Program,
and the Educational Livelihood Assistance Program (ELAP). The last also includes a
grant for the spouse of a deceased migrant worker. OWWA’s Information Technology
Training Program provides computer literacy training to help foreign workers com-
municate with their families. OWWA also fields requests from families for
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assistance from OWWA offices abroad. Finally, OWWA, the Department of
Education, the Department of Foreign Affairs, the Department of Labor and
Employment, and the Commission on Filipinos Overseas run Philippine Schools
Overseas in 10 countries, providing the Department of Education basic curriculum
to the children of Filipinos abroad.

Assistance for the family members and dependents of foreign workers is limited in
all other ASEAN sending countries. In Indonesia, family members of migrants are gen-
erally excluded from the protection system for migrant workers; however, recruitment
agencies are required to provide information, and Indonesian representatives abroad
are required to aid the family in case of a migrant’s death (IOM 2010a). In Vietnam, the
Overseas Employment Support Fund can be used to support the families of migrants
who die oversees. Support was provided to the families of 72 workers in 2012, amount-
ing to D 720 million (Thuy 2013). In Cambodia, recruitment agencies must notify fam-
ily members in case of a migrant worker’s death, while in Lao PDR recruitment agencies
must help migrant workers and their family members access information, education,
and social protection. However, it is unclear what responsibilities this requirement
entails. Finally, in Myanmar there does not appear to be any aid provided to spouses or
the dependents of foreign workers.

Exit
Sanctions and incentives

The Philippines makes employers and private recruitment agencies responsible for
repatriating migrant workers upon contract completion, requiring them to pay for their
return transportation. The Philippines also supports the repatriation of foreign workers
in distress or in crisis (such as from war or natural disaster); they can be provided addi-
tional benefits, such as counseling and temporary shelter.

Indonesia has little infrastructure for migrants leaving work abroad and returning
home. Recruitment agencies must report migrants’ return, but do not seem to be
responsible for ensuring return. In the case of death, disputes, or other difficulties,
recruitment agencies and the Ministry of Foreign Affairs are responsible for the cost
of repatriating workers (IOM 2010a; Kuncoro, Damayanti, and Isfandiarni 2014).
Overseas Migrant Workers’ Insurance is available to migrants for one month after
their return. Until recently, migrants were required to return home via Terminal IV
(BPK TKI Selapajang) at Soekarno-Hatta International Airport (World Bank 2016a).
Although services, such as grievances reporting systems, were available at the termi-
nal, migrants also faced challenges. These included corruption and the additional
time and cost involved in being forced to return home via a single port of entry in
Jakarta (IOM 2010a).

Vietnam also has weak exit and return policies for migrant workers. Recruitment
agencies are required to report to the Department of Overseas Workers the return of
migrants to Vietnam. The Overseas Employment Support Fund is available to assist
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workers who return because of emergencies. Recruitment agencies are also required to
assist in cases in which a contract is terminated at no fault of the worker (Bowen and
Huong 2012). In practice, the reporting requirements do not seem to function well
(Anh et al. 2010; Ishizuka 2013; Vietnam, DOLAB and IOM 2014).

In the absence of a strong system of exit and return in Vietnam, recruitment agen-
cies have instituted an informal, tacitly sanctioned security bond that has not improved
the likelihood of return. To dissuade migrants from overstaying their work contracts
abroad, recruitment agencies charge migrants a security deposit that is reimbursed
only when migrants return to Vietnam. However, migrants have difficulty reclaiming
the deposit (Bélanger 2014; CSAGA 2013; Phuong and Venkatesh 2016). A survey of
357 returned migrants in Ha Nam, Thai Binh, and Hung Yen provinces found that two-
thirds did not have their full deposits returned to them (CSAGA 2013). This might
occur because recruitment agencies claimed additional fees had to be paid, because
migrants did not have the necessary documentation, or because the recruitment agency
had disappeared. Perversely, by increasing the up-front costs of migration and causing
migrants to borrow even more to migrate, the deposit can actually incentivize overstay
(Ahsan et al. 2014).

A repatriation fund created in the MOUs between Thailand and Cambodia, Lao
PDR, and Myanmar has never been instituted, and other exit programs are weak or
nonexistent. The MOUs signed between Cambodia, Lao PDR, and Myanmar and
Thailand include a provision creating a repatriation fund through the migrant’s contri-
bution of 15 percent of their monthly salary. The fund was to be used to defray the cost
of deporting irregular migrants and to incentivize exit by returning contributions to
migrants upon leaving Thailand. However, the fund was never implemented, and the
policy has since been repealed in Thailand (ILO 2015b). In Cambodia and Lao PDR,
recruitment agencies arrange the return of migrant workers. The Lao PDR government
can use a recruitment agency’s security deposit to assist with repatriation in the case of
emergency.

Diaspora engagement

Several countries have programs to connect with their diaspora. The Philippines
runs programs such as Diaspora to Development, which involves maintaining connec-
tions with Filipinos who are abroad permanently and incentivizing their return. The
Overseas Absentee Voting Act (RA9189), amended by the Overseas Voting Act of 2013
(RA10590), and the Citizenship Retention and Re-acquisition Act of 2003 (RA9225)
both aim to help overseas Filipinos remain connected with the Philippines by making
voting easier in the first case and easing citizenship requirements in the second.
Vietnam also tries to maintain connections with its diaspora (Anh et al. 2010; Vietnam,
MFA 2012).

Malaysia and Singapore, two of ASEAN’s main receiving countries, seek to connect
with their diaspora abroad and, in some cases, promote return. Malaysia’s Returning
Expert Program aims to attract talented Malaysians living and working abroad to return
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to their country. Criteria for applications are tiered by education and salary. Expatriates
are incentivized to return with a flat income tax and a tax exemption on car imports.
A recent evaluation found that the program increases the probability that talented
Malaysians return by 40 percent for applicants with a job offer in Malaysia, but found no
effect for those without one. A cost-benefit analysis of the program estimates between
a small negative and a small positive impact (Del Carpio et al. 2016). The emigration of
high-skilled individuals is generally accepted in Singapore, but policies have been
adopted to try to alleviate any negative consequences of this migration and to take
advantage of its potential benefits (Ziguras and Gribble 2015). Investments in domestic
education options and efforts to facilitate return have been introduced in reaction to
concerns about Singaporean students studying abroad. The National Population and
Talent Division in the Prime Minister’s Office is charged with engaging Singaporeans
overseas. The Overseas Singaporean Unit coordinates these efforts.

Reintegration

The Philippines provides reintegration services to migrants who have returned from
working abroad (Tornea 2003). These services are generally provided by OWWA and
the National Reintegration Center for OF Ws. The latter handles two livelihood and self-
employment programs that seek to create income-generating opportunities for former
migrants. The Balik-Pinay! Balik-Hanapbuhay! (BPBH) noncash livelihood support
program provides skills or entrepreneurial training, starter kits, and other services to
returning migrant workers who were displaced from work abroad by conflict, policy
change, illegal recruitment, or human trafficking. The Enterprise Development and
Loan Program (EDLP), run in partnership with the Land Bank of the Philippines and the
Development Bank of the Philippines, helps support enterprise development through
entrepreneurial development and fixed interest loans. Other reintegration programs
include the OFW-M3 program for financial literacy and entrepreneurship training, the
Assist WELL program to train domestic workers to become teachers and other occupa-
tions, and the SMBT/FAS small business training program.

The success of these reintegration programs is limited. Based on interviews with a
subset of beneficiaries, the Philippines Commission on Audit found that neither BPBH
nor EDLP met its objective for 2015 (Philippines, COA 2016b). Fifteen of 36 BPBH
interviewees said that the businesses started were no longer in existence. Interviews
showed that most borrowers from the EDLP (known as the Reintegration Program
when it was audited) were not able to sustain their income-generating activities. There
were also violations of program rules, including defaults by some beneficiaries who had
been granted larger loans than they applied for.

Reintegration programs in ASEAN’s other main sending countries are very limited.
In Indonesia, some reintegration programs are available at the local level (IOM 2010a;
ILO 2015¢). In Vietnam, local Department of Labor, Invalids, and Social Affairs offices
are tasked with helping returning migrants find jobs and with encouraging firms to hire
these workers (Le and Mont 2014). Assistance is also targeted to migrants in poor dis-
tricts under the 62 poorest districts program. In practice, however, the reintegration
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policies do not seem to function well (Anh et al. 2010; Ishizuka 2013; Vietnam, DOLAB
and IOM 2014). Cambodian recruitment agencies are responsible for assisting return-
ing migrants with receiving a certificate from the Ministry of Labor and Vocational
Training that recognizes their work experience abroad. Lao PDR and Thai officials
agreed at a 2010 MOU meeting to issue certificates of employment to returning Lao
PDR migrant workers upon completing their employment contract term, with a view
toward assisting their reintegration into the labor market; how this has functioned,
however, is not known (IOM 2011; ILO 2015a). Beyond those run by NGOs, labor mar-
ket reintegration programs for returning migrants are absent in Cambodia, Lao PDR,
and Myanmar (ILO 2013a; Naro 2009; Tunon and Rim 2013).

Enforcement
Coordination and targeting

The Philippines’ enforcement strategy combines regular assessment of recruitment
agencies with a unique liability requirement for recruitment agencies, a security deposit
that can be drawn down for damages, and the dissemination of public information
about high- and low-performing recruitment agencies. Licensed private recruitment
agencies are assessed for compliance with regulations at various stages of the licensing
process and every two years after renewal of a permanent license. In 2015, nearly all
agencies had been subject to two or more inspections within the previous two years
(Philippines, COA 2016a). Agencies, employers, and foreign workers who violate rules
can be suspended or disqualified from the migration program. Agencies can also be
fined. An interagency Taskforce Against Illegal Recruitment has also been created. One
of the Philippines’ most important efforts to extend the reach of its domestic regula-
tions is the requirement that private recruitment agencies agree to joint and several
liability with a foreign worker’s employer: in other words, recruitment agencies are
responsible for any claims or liabilities resulting from contract infringements, including
unpaid wages, death and disability benefits, and repatriation costs. This requirement
gives recruitment agencies an incentive to work with reliable employers and to oversee
the treatment of foreign workers while they are abroad. The joint and several liability
requirement does not apply in the case of rehiring, when foreign workers are less likely
to use a recruitment agency (Orbeta and Abrigo 2011). The Philippines also requires
private recruitment agencies to maintain an escrow account of P1 million against claims
for violations of recruitment rules.” This is designed to ensure that foreign workers will
be paid when violations occur (Philippines, COA 2016a). POEA requires aggrieved par-
ties to attempt reconciliation before adjudication.

Despite these significant measures, weaknesses in enforcement in the Philippines
show how difficult enforcing migration laws and regulations can be. At the end of 2013,
11 percent of all out-migration from the Philippines was estimated to be irregular
(Philippines, CFO 2014). Although this represents a significant decline from 22 percent
in 2001, the numerous steps involved in formal migration raise concerns that some
migrants may seek to migrate informally to avoid the cost and duration of compliance.
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Overseeing the implementation of the standard employment contract in host countries
is challenging, with instances of contract substitution, inappropriate fees, and other
illegal recruitment practices not uncommon (Agunias 2010). As noted earlier, some of
the main provisions of a reform package to increase protection for domestic workers,
including a minimum wage provision and a ban on placement fees, were ignored or
skirted by reclassifying domestic workers as another worker type (Battistella and Asis
2011; Orbeta and Abrigo 2011). The Philippines Commission on Audit’s review of
POEA also shows some areas of weakness in enforcement (Philippines, COA 2016a).
POEA undertook about 100 fewer enforcement cases than it targeted in 2015, and there
is some evidence that POEA enforcement is not improving agency behavior. Eighteen
percent of agencies with at least one complaint or breach had at least three or more
breaches over the past three years, above the target of 10 percent. POEA is also having
trouble ensuring that claims against private agencies are paid, despite the existence of
the escrow account. In 2015, 123 cases against 116 recruitment agencies and involving
234 workers remained unpaid at the end of the year because the escrow accounts had
insufficient funds. Another 337 payments were partial or delayed.

Enforcement of migration policies in Indonesia is hindered by lack of clear institu-
tional responsibilities, passive oversight of recruitment, and weak sanctions and com-
plaint mechanisms. Overlapping roles of the Ministry of Manpower and BNP2TKI lead
to confusion or abuse by recruitment agencies. Additionally, the role of local govern-
ments in regulating the recruitment industry is unclear. Provincial governments may
face difficulty in punishing recruitment violations by local branches: by law, the head-
quarters is ultimately responsible and most are in Jakarta (Bachtiar 2011). Though
charged with oversight of the recruitment industry, the Ministry of Manpower’s
supervision is passive. It does not conduct inspections without first receiving a com-
plaint, opening the door for recruitment agencies to pressure migrants not to report
grievances (IOM 2010a). Sanctions for recruitment violations are limited mostly to
suspension and revocation of licenses, are thought to be too small, and are not always
available: for instance, recruitment agencies often fail to comply with many of the
requirements to protect migrant workers but do not face sanctions for noncompliant
placement and employment agreements (Farbenblum, Taylor-Nicholson, and Paoletti
2013). The 2013 survey of migrant workers undertaken by the World Bank in collabora-
tion with Statistics Indonesia found that 19 percent of current migrants using a recruit-
ment agency and signing a placement agreement did not receive training, and 8 percent
did not undergo a medical examination (World Bank 2016c). Weak enforcement also
contributes to significant flows of undocumented workers. Migrants often resort to
informal complaint and dispute mechanisms. In a survey of migrants in three districts
with significant out-migration, migrants often did not report problems experienced,
and those who did often reported the problem to someone outside of government
because of fear of the consequences of reporting, lack of knowledge or funds, or fear of
embarrassment (IOM 2010a).

Vietnam suffers from similar problems of weak sanctions, insufficient oversight of
recruitment, and ineffective complaint mechanisms. In Vietnam, the Department of
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Overseas Labor enforces regulation of the recruitment industry and hears complaints
from migrants. Sanctions and license suspensions and revocations are available as
remedies for violations. Workers themselves can also be sanctioned for violation of
contracts (Ahsan et al. 2014). However, oversight is not sufficiently strict, sanctions are
too low, the inspection regime is inadequate, and capacity is limited (Anh et al. 2010;
Ahsan et al. 2014; Bowen and Huong 2012; Vietnam, MFA 2012). Migrants face chal-
lenges in seeking redress, and public authorities are not always sought out when
migrants are aggrieved (Anh et al. 2010; Phuong and Venkatesh 2016). For instance,
migrants do not seem to seek out public authorities when attempting to recover secu-
rity deposits made to recruitment agencies to guarantee return (CSAGA 2013). Some
progress has been made to improve migrants’ ability to seek redress. The Department
of Overseas Labor has worked with the ILO to create migrant resource centers in
Hanoi and five provinces to provide information and counseling to prospective, cur-
rent, and future migrant workers and to improve complaint resolution (IOM 2014; ILO
2015a). However, even where policies are in place to assist migrants—for instance,
policies to help returned migrants reintegrate into Vietnam’s labor market—they are
infrequently available in practice.

Cambodia, Lao PDR, and Myanmar have made some progress in enforcing migra-
tion legislation and regulations, in particular, in creating complaint mechanisms for
migrant workers. All three countries have regimes for sanctioning licensed recruitment
agencies for recruitment violations. In Cambodia, the Ministry of Labor and Vocational
Training handles regular inspections of recruitment agencies, set by Prakas No. 251 at
once every two years. The countries have also worked to develop complaint mecha-
nisms for migrant workers. In Cambodia, Prakas No. 249 establishes a complaint
mechanism at the ministry and provincial Departments of Labor and Vocational
Training, and a migrant worker resource center was opened in 2014 in coordination
with the ILO as the main center to receive complaints. A recent assessment of the com-
plaint mechanism for migrant workers in Cambodia undertaken by the ILO found that
the mechanism was generally effective, with 501 complaints resolved for 1,524 workers
and more than US$200,000 recovered in compensation (ILO 2016f). Cases were gener-
ally handled efficiently, but gaps in implementation were also found. The Ministry of
Labor and Social Welfare and its local offices are tasked with oversight of recruitment
in Lao PDR. The ministry can impose sanctions for violations of recruitment practices
that include warnings, fines, and temporary or permanent license revocations (Lao
PDR, DOS and NERI 2012). A single-window complaint service is being planned along
with provincial legal assistance offices in provinces to assist returning migrant workers
(ILO 2015a). Three migrant resource centers have been created with the assistance of
the ILO to assist with safe migration (ILO 2013a). Myanmar has developed several
mechanisms to protect migrant workers (Oo 2016). The country has launched migrant
resource centers in collaboration with the IOM and ILO in several locations to provide
services to migrants before departure and upon return. Complaints from migrants are
received at centers in Naypyitaw and Yangon. The centers received 327 complaints in
2014 and early 2015. The Migrant Workers’ Reporting Counter at Yangon International
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Airport provides information to migrants and collects information about those return-
ing and departing.

Insufficient institutional capacity and resources—combined with long and porous
borders with Thailand and significant demand in destination countries—have made
enforcement of migration regulations in Cambodia, Lao PDR, and Myanmar chal-
lenging. Indeed, 58 percent of migrants from the three countries in Thailand in 2013
were irregular. Despite the progress made in improving the mechanisms available to
migrant workers, each country faces significant enforcement challenges. In Cambodia,
migrant workers still face difficulties in filing complaints because of lack of awareness,
concerns about traveling to Phnom Penh or provincial offices alone, or fear of retribu-
tion from recruitment agencies. In Lao PDR, lack of technical, human resources, and
financial capacity hinder enforcement, particularly inspections of recruitment agen-
cies (Lao PDR, DoS and NERI 2012; MMN and AMC 2008). In Myanmar, cooperation
with destination countries is insufficient, contracts can lack minimum standards,
migrants do not always receive the necessary information, and inspections of recruit-
ment agencies are insufficient (Naing 2014; Oo 2016).

Notes

1. A public version of the Plan is not available.

2. These are the Philippine Development Plan (PDP) 2011-2016, Indonesia’s National Medium
Term Development Plan 2015-2019, and Vietnam’s Socio-Economic Development Strategy
2011-2020.

3. Provinces in the Philippines have also included migration in their development plans
(IOM 2013).

4. Prior to this system, Vietnam primarily negotiated with governments in the former Soviet
Union to send workers abroad.

5. These are also referred to as sending agencies or sending enterprises.
6. Together, these agencies compose the Labor Administration Agency.

7. The land-based agreements are with Bahrain; Germany; Indonesia; Iraq; Japan; Jordan;
Korea; Kuwait; Lao PDR; Lebanon; Libya; New Zealand; Northern Mariana Islands; Norway;
Papua New Guinea; Qatar; Saudi Arabia; Spain; Switzerland; Taiwan, China; the United
Arab Emirates; the United Kingdom; the United States and the territories of Alberta; British
Colombia; Manitoba; and Saskatchewan in Canada. The sea-based agreements are with
Cyprus; Denmark; Japan; Liberia; and the Netherlands.

8. These include agreements with Austria, Belgium, Canada and the Quebec province, France,
Germany, Japan, the Netherlands, Spain, Sweden, Switzerland, and the United Kingdom.
9. POEA now publishes the text of the bilateral agreements on its website.

10. These are Bulgaria; the Czech Republic; Japan; Kazakhstan; Korea; Lao PDR; Malaysia;
Oman; Qatar; the Russian Federation; Saskatchewan Province in Canada; Slovakia; Taiwan,
China; Thailand; Ukraine; and the United Arab Emirates. See Vietnam, MFA (2012) for a
description of the bilateral agreements.

11. The MOUs also establish a process for the registration and regularization of informal migrant
workers in Thailand, which provides them with work permits.
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12. In Malang District in East Java, recruitment agencies and their agents are required to com-
plete a semiannual orientation course (IOM 2010b).

13. Vietnam Circular No. 21/2007/TT-LDTBXH.

14. Recruitment agencies, and even informal brokers, do not appear to be as dominant in Lao
PDR as in other migrant-sending countries in the region. A recent survey of more than 1,000
Laotian migrants in Thailand undertaken by the International Organization for Migration
(IOM) found that only 13 percent used brokers to migrate and only 22 percent migrated
under the MOU, which normally requires the use of a broker or recruitment agency (IOM
2016b). This compares with 43 percent who migrated with friends or relatives and 21 percent
who migrated on their own. These results are consistent with a study of 128 deported
migrants undertaken by United Nations Action for Cooperation against Trafficking in
Persons that found that a minority had used a broker to get to the Lao PDR border and then
to their destination (Baker 2015).

15. These are Algeria; Bahrain; Egypt; Iran; Iraq; Jordan; Kuwait; Lebanon; Libya; Mauritania;
Morocco; Oman; Pakistan; the Palestinian territories; Qatar; Saudi Arabia; South Sudan; the
Syrian Arab Republic; Tunisia; the United Arab Emirates; and the Republic of Yemen.

16. The Ministry of Labor and Vocational Training has conducted trainings for providers of the
orientation program and is developing standardized predeparture training materials for
Malaysia and Thailand with information about host country laws, migrant worker rights and
responsibilities, and how to remit money (ILO 2015b; ILO 2013a; Cambodia, MOLVT and
ILO 2014).

17. See ILO (2015b) for a detailed flowchart of the MOU process on which this section is based.

18. These include agreements with Austria, Belgium, Canada and the Quebec province, France,
Germany, Japan, the Netherlands, Spain, Sweden, Switzerland, and the United Kingdom.

19. The labor representatives are in Brunei Darussalam; Hong Kong SAR, China; Jordan; Korea;
Kuwait; Qatar; Saudi Arabia (Riyadh and Jeddah); Singapore; Syria; Taiwan, China; and the
United Arab Emirates.

20. These are the Czech Republic; Japan; Korea; Malaysia; Qatar; Saudi Arabia; Taiwan, China;
and United Arab Emirates.

21. Cambodia is sending one to Korea (Cambodia, MOLVT and ILO 2014).

22. The Foreign Employer’s Guarantee Fund is the equivalent for the government-to-government
hiring process.
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CHAPTER 8

Regional Migration Policy

Introduction

Member countries of the Association of Southeast Asian Nations (ASEAN) have thus
far proceeded conservatively in adopting regionwide policies on migration. As chapter 4
introduced briefly, most efforts have proceeded alongside attempts to facilitate trade
and economic integration. In agreeing to liberalize trade in services, the 1995 ASEAN
Framework Agreement on Services (AFAS) included an article related to the mutual
recognition of education, experience, licenses, and certifications. Commitments under
the ASEAN Framework Agreement have been made in line with World Trade
Organization General Agreement on Trade in Services (WTO GATS) Mode 4 provi-
sions, which relate to the cross-border provision of services by natural persons. These
primarily provide for the temporary movement of skilled professionals across borders,
and do not affect access to employment markets, residence, or citizenship on a perma-
nent basis. ASEAN member countries collected these mobility-related commitments in
a separate Agreement on Movement of Natural Persons in 2012, which sought to further
liberalize cross-border movements but also clarified that the agreement related only to
business visitors, intracorporate transferees, and contractual service suppliers. Again,
the agreement included an article related to the mutual recognition of education, expe-
rience, licenses, and certifications. Still, the impact on mobility has been limited. Not all
countries have ratified the agreement,' domestic migration law continues to apply, and
most commitments for service provision across countries relate to business visitors or
intracorporate transferees and not to contractual service suppliers (Jurje and Lavenex
2015).2 The ASEAN Framework Agreement is binding, however: commitments under it
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are subject to ASEAN’s dispute settlement mechanism (Nikomborirak and Jitdumrong
2013). The ASEAN Comprehensive Investment Agreement took effect in late 2012 and
provides for the entry, temporary stay, and work authorization of employees of corpora-
tions investing in member countries (Papademetriou et al. 2015).

ASEAN’s most ambitious effort on migration thus far has been including the mobil-
ity of skilled individuals as a core element of the ASEAN Economic Community (AEC),
which envisions deeper economic integration among ASEAN member states. In laying
out the vision for the AEC in the Declaration of ASEAN Concord II in 2003, ASEAN
members pledged to “facilitate movement of business persons, skilled labor and talents”
to promote economic integration. In 2007, the AEC Blueprint laid out specific actions
to allow for the free flow of skilled labor including (1) facilitating the issuance of visas
and employment passes for ASEAN professionals and skilled labor; and (2) working
toward harmonization and standardization through cooperation among ASEAN
University Network members, development of core competencies and qualifications for
occupations, and strengthening of research capacity related to skills, job placement,
and labor market information. Unlike the AFAS, the AEC Blueprint is nonbinding and
member states’ migration procedures remain paramount (Nikomborirak and Jitdumrong
2013). The AEC Blueprint 2025 envisions expanding and deepening commitments in
the Agreement on Movement of Natural Persons, reducing or standardizing mobility-
related documentation requirements, or both, and improving efforts for the mutual rec-
ognition of professional qualifications.

Regional efforts to address the mobility of low- and mid-skilled labor have been
scant. Developments in this area have primarily related to dialogue and the creation of
institutions for cooperation on migration-related issues. No agreements with binding
provisions have been ratified. In the 2007 Declaration on the Protection and Promotion
of the Rights of Migrant Workers, ASEAN member states agreed to promote the dignity
of migrant workers, including those who are not documented. The declaration set
forth the obligations of (1) receiving countries including promoting fair employment of
migrants; (2) sending countries including regulating recruitment and preparing
migrants for overseas employment; and (3) ASEAN itself including data sharing, capac-
ity building, and developing an instrument for the protection and promotion of migrant
workers’ rights. The ASEAN Forum on Migrant Labor was created to promote imple-
mentation and has representatives from member states, employers, workers, and civil
society (UN ESCAP 2016).

Although some progress on reducing barriers to labor mobility has been made at
the regional level, significant challenges remain. Many ASEAN countries have made
advancements in areas like recruitment, migrant orientation programs, and complaints
mechanisms, drawing on lessons learned in regional forums and from other ASEAN mem-
ber states. The International Labour Organization (ILO) has supported the ASEAN and
GMS TRIANGLE projects to promote good recruitment practices and safer migration
through increased cooperation and strengthening institutions. The ASEAN Trade Union
Council and the ASEAN Confederation of Employers are both engaged on topics of
migration. However, binding agreements about worker protections and social protection
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have not been formulated (ILO 2015). The Declaration on the Protection and Promotion of
the Rights of Migrant Workers is nonbinding, and the instrument to protect migrant work-
ers envisioned in it has not been adopted. (Martin and Abella 2014; UN ESCAP 2016).
This chapter discusses two areas where regional policy may have a role to play in
ASEAN: the recognition of qualifications and the portability of social protection benefits.
ASEAN member states have paid particular attention to the first, but implementation
challenges remain significant. Much less progress has been made on the latter.

Skills and qualifications recognition

The difficulty of obtaining recognition for foreign qualifications abroad is one of the
obstacles to the free movement of skilled labor in ASEAN and to realizing the benefits
of high-skilled migrants. High-skilled individuals are often dissuaded from migrating
because the process for skills recognition is too costly or complex, with recognition
processes at times requiring professionals to repeat education or endure supervised
work experience. Professionals who do choose to migrate may end up working in jobs
for which they are overqualified because their qualifications are not recognized.
Additionally, employers may not be familiar with qualifications earned abroad, and so
may be reluctant to hire foreign workers who have been educated or received qualifica-
tions in other countries. Although the challenges posed by this so-called brain waste are
widespread, they are most pressing in fields such as medicine, engineering, and account-
ing to which access is usually formally regulated and which require the certification of
specific professional qualifications.

Skills underutilization, or brain waste, occurs when migrants work in occupations
that do not tap into their skills. This can occur because of a lack of qualifications recogni-
tion, insufficient knowledge of labor market opportunities, or upskilling prior to migra-
tion to increase the chance for migration (Docquier and Rapoport 2012). Existing
evidence suggests that the quality of education offered by source countries is an impor-
tant determinant of skills underutilization (Gibson and McKenzie 2012). Studying highly
educated immigrants in the United States, Mattoo, Neagu, and Ozden (2008) find that
differences in the likelihood of educated immigrants working in unskilled jobs varies by
region. The variations seem to be explained by source country characteristics related to
human capital, such as spending on tertiary education. This pattern is generally true for
ASEAN migrants in Organisation for Economic Co-operation and Development (OECD)
countries. Batalova, Shymonyak, and Sugiyarto (2017) estimate overqualification rates
for skilled ASEAN migrants in the OECD area (figure 8.1). Skilled migrants from
Malaysia and Singapore, which spend more than twice as much as ASEAN’s other coun-
tries on tertiary education per student, have the region’s lowest levels of overqualification
for the jobs they hold, below those of even locals in OECD member countries.

Inresponse to the challenges posed by brain waste, two complimentary approaches
have been devised: mutual recognition arrangements (MRAs) and qualifications
reference frameworks (QRFs). In an MRA, two or more countries agree to mutually
recognize professional qualifications in certain occupations and to facilitate the
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FIGURE 8.1
Overqualification rates of skilled ASEAN migrants in OECD countries
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Source: Batalova, Shymonyak, and Sugiyarto 2017.
Note: ASEAN = Association of Southeast Asian Nations; OECD = Organisation for Economic Co-operation and
Development.

mobility of professionals in those fields between or among the countries. Developing
MRAs often requires aligning national legal systems to allow migrants’ qualifications
to be recognized, valued, and validated according to agreed terms of equivalence.
This legal alignment is a necessary step in enabling migrants to work abroad in
fields requiring regulated professional qualifications because partner countries’
standards must be incorporated without compromising the quality of the qualifica-
tion. MRAs can also establish transferable international standards in fields that are
not formally regulated at the national level. Such MRAs effectively professionalize a
field at the international level.

QRFs are generally less systematic than MRAs but broader in scope. Instead of bring-
ing countries’ systems of professional accreditation into alignment, QRFs determine
terms of equivalence between foreign qualifications and those granted nationally. The
main objective is to reduce uncertainty for both employers and migrants by providing
information on the relative merits of specific foreign qualifications. Ideally, this infor-
mation is arranged in a way that is indicative of likely labor market outcomes. With the
information provided through QRFs, migrants and employers are better able to identify
suitable job opportunities and skills or accreditation gaps. In contrast to MRAs, QRFs
can be developed unilaterally by migrants’ host countries. However, they can also be
part of large multilateral initiatives such as the European Qualifications Framework.

The easier process of obtaining recognition and the certainty that professional quali-
fications will be recognized may facilitate the migration of skilled professionals
(Papademetriou et al. 2015). Research on the issue is sparse, however. Using cross-
country regressions to study the impact of policies designed to attract high-skilled



REGIONAL MIGRATION POLICY | 251

migrants, Czaika and Parsons (2016) find that a bilateral agreement recognizing for-
eign qualifications increases the number of high-skilled migrants between 30 and
60 percent. However, the relationship between migration flows and the presence of the
agreement might not be causal: the relationship might arise from the fact that the pres-
ence of an agreement indicates significant effort by the partner countries to facilitate
skilled migration. Like other high-skilled migration policies, qualifications recognition
must provide additional value to high-skilled migrants who seem to compare the costs
and benefits of skilled migration entry paths to other (general) entry paths. Facchini and
Lodigiani (2014) and Coppel, Dumont, and Visco (2001) both note the tendency for
skilled migrants to select general channels of entry when skill-specific ones seem too
onerous. Indeed, high-skilled migrants may even choose to work informally if the costs
of formal migration are too high.

There is also tentative evidence that qualifications recognition moderates brain waste.
Several case studies have identified benefits (IOM 2013). In Italy, for instance, participa-
tion in a qualifications recognition program improved employability and labor market
participation, lowering the unemployment rate of migrants with tertiary education from
10 percent to 4 percent. In Australia, a reform of migrant selection that focused on quali-
fications recognition corresponded with a rise in the employment rate among migrants
from 56 to 76 percent. However, the reform also involved a change in English language
assessment, making the impact of both changes impossible to disentangle. In Denmark,
migrants felt that the national qualifications assessment program had a positive effect on
their ability to gain employment or continue education.

Recognition of professional qualifications involves several challenges. First, even
where qualifications recognition programs are available, uptake among migrants might
be low. This is the case in European Union (EU) and OECD member countries where
migrants seem dissuaded by complex procedures and lack of information (Dumont and
Aujean 2014). Second, again even if recognition frameworks are in place, employers
might still be reluctant to hire migrants. This might happen if the assessments are not
seen as informative, trustworthy, or reliable. Evidence from OECD countries suggests
that many employers tend to attribute less value to qualifications obtained in non-
OECD member countries even if these qualifications are supposedly of equivalent value
(Chaloff and Lemaitre 2009). Thus, to be useful, recognition frameworks must be devel-
oped in close collaboration with employers, focusing on what makes migrants valuable
in the host country’s labor market. Third, recognition schemes must be fairly granular
in their description of the specific level of education, skill, and ability represented by a
qualification. Large, multilateral frameworks risk becoming too abstract, outlining only
broad areas of equivalency, and overlooking the particular requirements migrants need
to adapt to specific labor markets. Indeed, the same profession may involve different
capabilities or skills in different countries, which makes automatic recognition of quali-
fications difficult and partial recognition with compensatory training or education nec-
essary (Papademetriou et al. 2015). Fourth, recognizing work experience is frequently
necessary but can be more challenging than recognizing education, certificates, or
licenses (Papademetriou et al. 2015).
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Skills and qualifications recognition in ASEAN

Several ASEAN migrant destination countries have processes for recognizing the skills
of foreign workers, whereas ASEAN as a region has used mutual recognition arrange-
ments and a regional qualifications reference framework. In Malaysia, the Malaysia
Qualifications Agency oversees recognition of the higher education qualifications of
foreign workers, the National Vocational Training Council does the same for vocational
competencies, and the Construction Industry Development Board offers a foreign
personnel skills recognition certificate for construction workers. Singapore’s National
Skills Recognition System assesses the competencies of foreign workers. Thailand does
not have a recognition system (Ducanes 2013). At the regional level, ASEAN has used
MRAs and a regional qualifications framework as its primary strategies for realizing the
AEC’s vision for the free mobility of skilled labor. Initial efforts are underway to facili-
tate skills recognition for low-skilled workers.

Mutual recognition arrangements
Thus far, seven MRAs and one framework MRA agreement have been developed in
ASEAN related to engineering, nursing, architecture, surveying (framework agreement),
medical practitioners, dental practitioners, tourism, and accounting. The MRAs can be
grouped into two types. The first group is accounting, architecture, dentistry, engineering,
medicine, nursing, and surveying—normally regulated professions that require a license
to practice legally. The MRA process varies by profession. For instance, the MRAs on
architects and engineers require a three-step process for recognition in which these pro-
fessionals obtain a license in their home country; are reviewed for regional registration by
the ASEAN Chartered Professional Engineers Coordinating Committee or the ASEAN
Architect Council, two industry bodies created for ASEAN-wide certification; and apply
for host country registration as a registered foreign architect or a registered foreign pro-
fessional engineer (Fukunaga 2015). The nursing MRA is a two-step process of registra-
tion in the home country and application for registration as a foreign nurse in the host
country. There is no regional registration of nurses. The process for the other two health-
related MRAs, on medical and dental practitioners, is similar. The second group consists
of just one MRA that covers a profession that is not typically regulated. The tourism MRA,
covering 32 job titles, grants ASEAN tourism workers recognition upon completing a
common tourism curriculum and certification. Foreign tourism professionals are regis-
tered in a regional system. In all cases, the MRAs remain limited by national regulations
such as immigration and occupation restrictions.

A recent report by the Economic Research Institute for ASEAN and East Asia provides
an assessment of progress on the implementation of several of the MRAs (Fukunaga 2015).
Progress on the MRAs is most advanced in architecture and engineering with regional reg-
istration systems available for both. For the architecture MRA, Brunei Darussalam, Malaysia,
the Philippines, Singapore, and Thailand have completed preparatory work for implementa-
tion and have a system to admit registered foreign architects. Indonesia, Myanmar, and
Vietnam are nearing completion. Cambodia and the Lao People’s Democratic Republic,
however, lag. Beyond implementation, national regulatory changes are also necessary.
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Brunei Darussalam is alone in completing the regulatory changes necessary to permit
foreign architects to work in the country, whereas all other countries are at various stages
of reforming the relevant regulations. For the engineering MRA, Brunei Darussalam,
Malaysia, the Philippines, Singapore, and Vietnam have completed preparatory work for
implementation and have a system to admit registered foreign professional engineers, with
all other countries nearing completion. Malaysia and Thailand have completed the neces-
sary regulatory changes, and all countries except Indonesia, Lao PDR, and Myanmar seem
to have made significant progress. For the nursing MRA, as no regional system is necessary,
countries seem to have adjusted their regulatory environments according to the MRA. The
legal text of the accounting MRA has been finalized, but the MRA has not yet been signed.
Regional registration for the tourism MRA appears to have begun in 2015.

In the best cases, the ASEAN MRAs provide an indication of professional quality and
competency. These MRAs also allow foreign professionals to work for longer periods of
time in host countries than they would otherwise be able. However, the effectiveness of
MRASs as a mobility tool in ASEAN is in doubt (Sugiyarto and Agunias 2014; Hickman
and Irwin 2013). Progress on the labor mobility provisions of the AEC was the least among
all services sector integration measures, with an average 20 percent completion rate com-
pared to a 57 percent rate for liberalizing services restrictiveness and a 72 percent rate for
liberalizing foreign direct investment (FDI) restrictions (Menon and Melendez 2017).
Additionally, the MRAs cover a very small portion of ASEAN employment: Batalova,
Shymonyak, and Sugiyarto (2017) estimate that the MRAs cover only 5 percent of all
employment. Within this already small coverage, uptake of the MRAs is limited, as is
knowledge about them. There are only 355 registered architects and 2,231 registered
engineers in all of ASEAN, which does not mean they actually moved under the MRA. A
recent survey of firms listed on the Thai stock exchange found that nearly 60 percent had
no knowledge or understanding of the MRA on accounting, despite a positive attitude
toward the free mobility of accounting professionals (Pichayasupakoon 2014). The tour-
ism MRA also seems to suffer from a lack of awareness (Hickman and Irwin 2013).

The MRAS’ effectiveness as a migration measure is also limited by host country
immigration and regulatory restrictions that remain in place even where MRAs have
been implemented, meaning that the MRAs have limited impact as facilitators of free
mobility. This contrasts with the European Qualifications Framework that exists in
the EU’s setting of free mobility (Fukunaga 2015). Thailand, for example, bans migrants
from working in 39 occupations including engineering, accounting, and architecture.
Additionally, obtaining a license in nursing requires proficiency in the Thai language
(Natali, McDougall, and Stubbington 2014). The Philippines has constitutional provi-
sions barring migrant workers from receiving licenses in some occupations (Sugiyarto
and Agunias 2014). These restrictions make the benefits of the MRAs uncertain.
Indonesian professionals registered as ASEAN architects or ASEAN chartered profes-
sional engineers stated in interviews that they did not feel that there was a significant
benefit to registration, and those not yet registered did not express much interest in
becoming registered (Hirawan and Triwidodo 2012). Five-star hotels in Jakarta seem to
have a negative perception of the MRA on tourism (Hidayat 2011). The benefits of
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MRAs may also be limited by the cost of using them. For example, architects can be
required to undertake additional assessments or a residency. Finally, MRAs may not
alleviate employer concerns about the consistency of professional standards across
countries because the education and testing capacity of ASEAN member states varies
significantly (ILO and ADB 2014).

ASEAN Qualifications Reference Framework
ASEAN member states have also developed and in 2015 endorsed the ASEAN
Qualifications Reference Framework (AQRF).? The AQRF is designed to permit transla-
tion of qualifications across ASEAN. To do this, member states have been creating
national qualifications frameworks (NQFs) that can then be referenced to the common
AQRF (Sugiyarto and Agunias 2014). These NQFs (1) specify levels of achievement in
schooling, technical and vocational education, and higher education; and (2) describe
domains of learning such as knowledge and skills. Referencing the NQFs to the AQRF
involves performing quality assurance and linking the levels of the national frameworks
to those in the AQRF. According to a recent assessment of progress, the AQRF is in the
implementation phase that involves establishing infrastructure such as funding, man-
agement, and communications (SHARE 2016). Five countries have indicated that the
AQRF would be implemented in 2017 or 2018, though this may be pushed to 2020 in
some cases; two countries indicated implementation in 2016; and implementation in
the remaining countries is uncertain or unknown.

One of the major challenges facing the implementation of the AQRF is that different
ASEAN member states are at different stages of establishing their NQFs, which is
an important (though not required) step in referencing to the AQRF (table 8.1).*

TABLE 8.1
Implementation stage of national qualifications frameworks in ASEAN
Country Level of implementation Stages = 1 through 8

Brunei Darussalam  Some structures and processes established and 6
operational

Cambodia Some structures and processes agreed and 5
documented

Indonesia Some structures and processes established and 6
operational

Lao PDR Background planning underway

Malaysia Review of structures and processes proposed or
underway

Myanmar Background planning underway 3

Philippines Some structures and processes agreed and 5
documented

Singapore Structures and processes established for five years

Thailand Initial development and design completed 4

Vietnam Background planning underway

Source: SHARE 2016.
Note: ASEAN = Association of Southeast Asian Nations.
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Malaysia has made the most progress with NQF structures and processes in place and
under review. Singapore is not far behind. Its NQF structures and process have been in
place for five years, but review is not yet planned. Lao PDR and Vietnam, in contrast, lag
with only background planning for the NQF underway.’ The referencing process, which
member countries have limited experience with and which depends on their willingness
to participate, is an additional challenge. According to ASEAN member states, refer-
encing requires more staff and financial resources, additional coordination across
sectors, and more awareness among stakeholders (SHARE 2016). The process is made
more difficult by the need for quality assurance to ensure that educational levels in one
country’s NQF are consistent with those in other countries’ and by the lack of finalized
governance and monitoring structures.

Skills recognition for low-skilled workers

Both the MRA and the AQRF are outgrowths of the AEC’s vision for the free mobility
of high-skilled labor and so benefit skilled workers. This ignores the much larger flow of
unskilled workers in ASEAN. To fill this gap, the ILO is leading the Mutual Recognition of
Skills initiative to recognize technical and vocational skills that can then be translated
using the AQRF (Torres 2014). This recognition is to be done for key skills and occupations
based on priorities identified by member states using a tool called the Regional Model
Competency Standards that provides a regional benchmark for skill competencies.

Social protection for ASEAN migrants

Like all workers, international migrant workers face risks associated with employment,
health, and the life cycle. The ability of social protection systems to assist migrants in
managing these risks is complicated by the unique nature of international migration and
by national legislation that treats migrants and locals differently. When social protection
benefits are not portable, meaning that they cannot be transferred intact across national
boundaries, returning home can mean that contributions in the host country are forfeited
without any associated benefits. National legislation in migrant destinations can deny
migrants access to social protection benefits by distinguishing between citizens or perma-
nent residents and migrants and prohibiting access to the latter. Even when legislation
does not explicitly deny access, eligibility and qualifying rules can make such access
improbable, as when migrant workers have de jure access to benefits that require a lengthy
contribution period and are only granted employment passes of limited duration.

The ability of migrant workers to access social protection is important not only to help
migrants manage economic, life cycle, and other risks but also as a tool to improve the
effectiveness of migration management. Where migrants contribute to social protection
systems but their access is prohibited or restricted, an incentive exists for informality.
Migrants may then migrate informally to avoid paying the cost of social protection con-
tributions. Conversely, making pension and other benefits portable can create an incen-
tive for migrants to return home, reducing the risk of overstay for host countries and
increasing the probability of return (Avato, Koettle, and Sabates-Wheeler 2010). Although
there is concern, on the one hand, that the benefits associated with social protection
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systems can attract additional migrants, the evidence is mixed and suggests a small
impact compared to other pull factors (Giulietti and Wahba 2013; OECD 2016). On the
other hand, access to social protection in sending countries can reduce the propensity to
migrate in some cases (Hagen-Zanker and Himmelstine 2013; OECD 2016).

Access to benefits

This section describes the access of intra-ASEAN migrants to formal social protection,
focusing on old age, invalidity, and survivors’ benefits; workplace injury benefits; and
health benefits. The section begins by laying out the benefits that are currently available
to migrants in the region. As described by Avato, Koettle, and Sabates-Wheeler (2010),
portable benefits require coordination between sending and receiving countries
whereas benefits can be made exportable by the host country alone. The section then
moves on to a discussion of the benefits and challenges of developing regional social
security agreements in ASEAN.

Old age, invalidity, and survivors benefits in receiving countries

Migrants have limited access to old age, invalidity, and survivors benefits in ASEAN’s
main receiving countries (table 8.2). Brunei Darussalam and Singapore do not permit
migrants to access their provident funds, and in Brunei Darussalam they are similarly
excluded from the country’s universal old age and invalidity scheme. In principle,
migrants in Malaysia can contribute to the country’s provident fund at a minimum
rate of 11 percent of wages and are able to export these benefits upon completion of

TABLE 8.2
Migrant access to old age, invalidity, and survivors benefits in ASEAN
receiving countries

Coverage
Migrant
Qualifying domestic  Informal
Country Type Exportable  benefits Migrants workers migrants
Brunei Darussalam PF Yes No No No No
Brunei Darussalam U2 No Yes No No No
Cambodia n.a. n.a. n.a. n.a. n.a. n.a.
Indonesia PF Yes No Yes — —
Lao PDR S| — Yes — — —
Malaysia PF Yes No Yes Yes No
Myanmar n.a. n.a. n.a. n.a. n.a. n.a.
Philippines Sl Yes Yes Yes — —
Singapore PF Yes No No No No
Thailand Sl Yes Yes Yes No No
Vietnam S| — Y — — —

Source: Updated based on Tamagno 2008.

Note: — = not available; n.a. = not applicable; ASEAN = Association of Southeast Asian Nations; PF = provident
fund; S| = social insurance; U = universal scheme.

a. Brunei Darussalam’s universal scheme does not provide survivors benefits.
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their employment term. However, this contribution is matched by a RM 5 contribu-
tion from employers that contrasts with the compulsory employer match of 12 percent
of wages for local workers. Legal migrants in Thailand can access the country’s social
security system, and benefits in theory are exportable. However, this system excludes
the country’s large population of irregular migrants, as well as regular migrants work-
ing in informal sectors such as agriculture and fishing. No framework for exporting
benefits has been established. Perhaps most important, old age benefits involve a min-
imum qualifying period of 15 years while the new memorandum of understanding
process for legal migration provides for only 4-year employment terms (Harkins 2014).
Both Indonesia and the Philippines allow migrants access to old age, invalidity, and
survivors benefits. Domestic and informal migrants do not have access to these ben-
efits in any country with data available except Malaysia, where benefits are curtailed
by the small employer contribution requirement.

Workplace injury benefits in receiving countries

Migrant workers in ASEAN tend to have access to workplace injury benefits of some
type, though these benefits tend to be provided via a parallel system to those provided to
locals (table 8.3). Access in Thailand is provided through the social security system,
which means that access is limited to workers in formal sectors and to legal migrants. The
process of obtaining benefits can be lengthy with language barriers and documentation
creating additional barriers, which limits access (Harkins 2014). In Malaysia, employers

TABLE 8.3
Migrant access to workplace injury benefits in ASEAN receiving countries
Coverage
Migrant
Qualifying domestic  Informal
Country Type Exportable  benefits = Migrants workers migrants
Brunei Darussalam E — No No No No
Cambodia n.a. n.a. n.a. n.a. n.a. n.a.
Indonesia S| — No — — —
Lao PDR S| — No — — —
Malaysia S| — No No No No
Malaysia E Yes No Yes No No
Myanmar Sl — No — — —
Philippines S| — No Yes — —
Singapore E Yes No Yes Yes® No
Thailand S| No No Yes No No
Vietnam S| — No — — —

Source: Updated based on Tamagno 2008.

Note: — = not available; n.a. = not applicable; ASEAN = Association of Southeast Asian Nations; E = employer
responsibility; SI = social insurance.

a. Employers must purchase personal accident insurance for domestic workers in Singapore.
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are mandated to purchase insurance against the accidental death and temporary or per-
manent disablement of migrant workers. However, these benefits are not as generous as
those available to local workers whose social security contributions allow them to access
free treatment and obtain greater compensation (Devadason and Meng 2014; World
Bank 2013). Migrant and local workers in Singapore are covered under the same
Workmen’s Compensation Act that makes employers liable for workplace injury. In
Malaysia and Singapore unlike in Thailand, migrant workers can receive workplace com-
pensation benefits if they exit the country. Brunei Darussalam is the only country with
data available that does not provide migrant workers access to workplace injury benefits.
Domestic workers only have access to workplace injury benefits in Singapore, where
employers are required to purchase personal accident insurance. Informal workers lack
access to these benefits in all ASEAN countries.

Health benefits in receiving countries

Similar to workplace injury benefits, migrants in ASEAN tend to have access to
health benefits, but often through a parallel system to that of locals (table 8.4). In Malaysia,
migrants can access medical benefits via the provident fund on a voluntary basis.

TABLE 8.4
Migrant access to health benefits in ASEAN receiving countries
Coverage
Migrant
Qualifying domestic  Informal
Country Type Exportable benefits  Migrants workers migrants

Brunei Darussalam u — No — — No
Cambodia n.a. n.a. n.a. n.a. n.a. n.a.
Indonesia Sl — Yes Yes — —
Lao PDR S| — Yes — — —
Malaysia PF — No Yes Yes No
Malaysia SA No No Yes Yes Yes
Malaysia E — No Yes Yes No
Myanmar PF — Yes — — —
Philippines S| Yes — Yes — No
Singapore PF — No No No No
Singapore SA — No No No No
Singapore E — No Yes Yes No
Thailand Sl — Yes Yes No No
Thailand U — No Yes Yes Yes
Vietnam Sl — Yes — — —

Source: Updated based on Tamagno 2008.
Note: — = not available; n.a. = not applicable; ASEAN = Association of Southeast Asian Nations; E = employer
responsibility; PF = provident fund; SA = social assistance; S| = social insurance; U = universal scheme.



REGIONAL MIGRATION POLICY | 259

Similar to locals without access to another scheme, foreign workers are able to obtain
medical care through a flat fee for primary and hospital care. However, migrants are
charged a higher rate (Guinto et al. 2015). Access to benefits for informal migrants is
limited by migration enforcement posts embedded at hospitals. Additionally, employers
are required to obtain health insurance for their workers. Similarly, in Singapore employ-
ers are required to purchase health insurance on behalf of migrant workers. Both formal
and informal migrants in Thailand have access to medical care. Formal migrants can
participate via social security. Irregular migrants who have registered are required to
obtain health insurance in the Compulsory Migrant Health Insurance Scheme. However,
the scheme’s financing is uncertain because of the sporadic nature of regularizations.
Outpatient utilization rates are lower than for the other public health insurance schemes
(IOM and WHO 2009). Irregular migrants can opt in to the Compulsory Migrant Health
Insurance Scheme for a fee. Health promotion and prevention services are available to all
migrants. Migrants in the Philippines may opt in to PhilHealth. Migrants who have
worked six months can enroll in Indonesia’s national health insurance program (Guinto
et al. 2015).

Benefits provided to out-migrants by sending countries

Several ASEAN countries provide social protection benefits to their citizens while they
are working abroad. The Philippines allows overseas workers to contribute to the social
security system on a voluntary basis, giving them access to retirement, death, disability,
and other benefits and to the tax-free savings program Flexi-Fund (Hall 2011). Private
recruitment agencies must obtain life and personal accident insurance for migrant
workers at no cost to the worker. The Overseas Workers Welfare Administration, which
migrant workers must join, also provides access to disability, dismemberment, and
death benefits. Migrant workers must obtain health insurance coverage via PhilHealth
that allows migrants and their dependents to be reimbursed for hospitalization and
outpatient benefits in the Philippines and for hospitalization outside of the Philippines.
Philippine regulations also require host country employers to provide equivalent health
insurance to local and migrant workers. The Philippines has negotiated more than 10
social security agreements, though none with ASEAN countries. In Indonesia, migrants
receive health, accident, and death benefits through the mandatory Migrant Worker
Insurance Program (Guinto et al. 2015). However, as the previous chapter described,
implementation remains a challenge. Cambodia, Lao PDR, Myanmar, and Vietnam
have also taken steps to increase social security protections for migrant workers (ILO
and ADB 2014).

Challenges facing regional agreements on social protection

Following the 2007 Declaration on the Protection and Promotion of the Rights of
Migrant Workers, ASEAN member states have paid increasing attention to the best
ways to protect the rights of migrant workers, including through access to social protec-
tion. In the most recent meeting of the ASEAN Forum on Migrant Labor that is part of
the strategy to implement the Declaration, participants recommended extending social
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protection for migrant workers through measures in each country to ensure equitable
access and to remove discriminatory social protection laws. Participants also recom-
mended working toward the portability of social protection by exploring the feasibility
of bilateral and regional agreements on portability.

ASEAN lacks any bilateral or multilateral agreements on the portability of benefits.
Portability refers to a migrant’s ability to transfer and maintain access to social security
rights in full without regard to nationality or residence (Holzmann, Koettle, and
Chernetsky 2005). Bilateral agreements, which have traditionally covered long-term
benefits rather than health benefits, typically provide for equal benefits for migrants
and locals, help avoid double coverage in host and home countries, and outline coop-
eration between social security institutions on issues such as totalization of benefits
(Taha, Siegmann, and Messkoub 2015). Totalization means that contributions in both
receiving and sending countries are counted toward eligibility requirements, which also
helps ensure that replacement rates are based on the entire period of contribution in
both countries (Holzmann, Koettle, and Chernetsky 2005). Multilateral agreements then
provide a framework for portability, and offer uniform treatment of workers and uni-
form administrative procedures across multiple countries (Tamagno 2008). There are
about 1,500 bilateral portability agreements. Twenty-three percent of global migrants
in 2000 had access to social services under a bilateral or multilateral social security
arrangement (Avato, Koettle, and Sabates-Wheeler 2010). Although better practices
have been identified for bilateral social security agreements based on their provision of
fairness for individuals, fiscal fairness for countries, and bureaucratic effectiveness,
evaluations are limited and at times agreements are not operative (Holzmann and
Koettl 2015). Negotiations of both bilateral and multilateral agreements are time con-
suming and complex.

The EU, the Caribbean Community (CARICOM), MERCOSUR, and the Ibero-
American Social Security Convention are all examples of multilateral social security
arrangements. The EU’s agreement allows full portability of social security benefits, and
has set the stage for agreements with non-EU countries. The MERCOSUR agreements
do not provide for totalization of benefits but facilitate administrative coordination to
ensure portability (Pasadilla and Abella 2012). The CARICOM agreement does establish
totalization in facilitating portability, but there are concerns about the agreement’s
design and take-up (Forteza 2008).

The promulgation of bilateral and multilateral social security agreements will be
challenging for ASEAN member states for several reasons. First, unlike in the EU, the
flow of intra-ASEAN migrants is predominantly unidirectional to Brunei Darussalam,
Malaysia, Singapore, and Thailand and away from all other member states. These host
countries, particularly Malaysia and Singapore, also have more developed social protec-
tion systems. These factors mean that the receiving countries bear the cost of adminis-
tering social benefits for ASEAN migrants but do not have many migrants in the other
member states benefiting from similar systems. This reduces their incentive for deal
making (Pasadilla and Abella 2012). Second, the different structure of social protection
schemes in the ASEAN member states creates difficulties for harmonizing benefits.
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An agreement between a country such as Malaysia, which has a provident fund, and a
country such as the Philippines, which has social insurance, is challenging because
totalization could result in the country with social insurance incurring new obligations
that it would not have had in the absence of totalization (Tamagno 2008). A solution is
possible involving transfers between the provident fund and the social insurance
scheme, but such an arrangement has never been undertaken. Third, ASEAN countries
vary in the sophistication of their social protection systems and in their capacity.
Bilateral and multilateral social security agreements are complex to negotiate and run.
For some countries, particularly Cambodia, Lao PDR, and Myanmar, focusing attention
on such agreements may not be possible or even desirable alongside ongoing efforts to
strengthen their own social protection systems.

In reviewing the lessons from bilateral social security agreements between EU and
non-EU member states, Holzmann (2016) suggests that such agreements are more
likely to succeed in a migration corridor with significant flows, with similar schemes in
the sending and receiving country, and with administrative arrangements that are com-
puterized. A narrow approach that focuses on several benefits such as pensions, work
injury, and health care is also advised. Holzmann and Koettl (2015) provide a more
technical analysis of how social protection schemes may be reformed unilaterally, bilat-
erally, and multilaterally to improve portability.

Notes

1. Indonesia, Lao PDR, and the Philippines have not ratified the agreement.

2. Only Cambodia, the Philippines, and Vietnam have provisions related to contractual services
providers (Fukunaga 2015).

3. The AQRF has been undertaken as a project of the ASEAN-Australia-New Zealand free
trade area (AANZFTA) (ILO 2014).

4. The AQRF has been designed to allow countries to reference certain qualifications without
having an NQF in place.

5. Additional details on the progress of each ASEAN country toward national qualifications
frameworks are available in ILO (2014) and SHARE (2016).
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CHAPTER 9

Policies to Reduce Migration
Costs in ASEAN

Introduction

The previous part II chapters discussed breakdowns in the migration systems of
migrant-sending and migrant-receiving countries in the Association of Southeast
Asian Nations (ASEAN) that can drive up migration costs. This chapter presents
policies that can help reduce these costs, which in turn could help ASEAN countries
maximize the benefits of trade integration discussed in chapter 4. This chapter uses
the framework for migration systems to structure the policy recommendations and
highlight how interventions in different parts of the migration system could lead to
reductions in labor mobility costs. Potential interventions can also be grouped into
five key solution areas:

o Solution area A: Improve the governance of the migration system. This solution area
responds to the lack of coordination that characterizes the governance of many
migration systems in ASEAN countries, from coordination with local government to
collaborative enforcement actions. It also highlights the need to simplify the engage-
ment of migrants with government agencies in sending countries during the migra-
tion process.

« Solution area B: Deepen and widen collaboration among all stakeholders. This solution
area highlights the importance of involving the labor demand side in the immigration
process of receiving countries, which is now overlooked particularly in Malaysia and
Thailand. This area also highlights the importance of collaboration and coordination
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between sending and receiving countries, particularly through memorandums of
understanding (MOUs) and bilateral agreements. Additionally, this solution area
refers to the need for sending countries to create programs to engage their diasporas
to encourage investment and knowledge transfer.

+ Solution area C: Use data, information, and transparency to guide decision making.
This solution area highlights the importance of using data to inform decisions about
economic needs in receiving countries, information to limit information asymmetries
for migrant workers in sending countries, and transparency to develop trust in the
migration system in both sending and receiving countries. This area is based on the
potential for sending and receiving countries to use both new data and old data in new
ways to improve the efficiency of overseas employment search, regulating recruit-
ment, and the migration process.

+ Solution area D: Balance protection and economic development in the migration process.
This solution area refers to the need for receiving countries to navigate the trade-off
between formal migration and protections for migrant and local workers and the need
for sending countries to navigate the trade-off between protecting migrant workers and
promoting migration as a means of economic development.

« Solution area E: Reform domestic policies. As emphasized in chapters 3 and 4, domes-
tic policies can make an impact on the ability of local workers to adjust to the pres-
ence of immigrants. Additionally, local workers may seek work abroad if domestic
labor mobility costs are too high. This solution area highlights the need to reform
domestic policies to ensure that local workers can adjust and take advantage of new
opportunities created by migrants and can take advantage of opportunities both at
home and abroad.

To make clear the connections between the individual policy actions described in
the chapter, table 9.1 groups them into the five key solution areas and the party—the
sending or receiving country or ASEAN as a region—best placed to implement the
policy action. These solution areas are cross-cutting and address different aspects of the
problem areas summarized in chapter 5 (see figure 5.2) and detailed in chapters 6, 7,
and 8. For instance, improving the governance of the migration system (solution area A)
is closely related to coordination among stakeholders (problem area 3), to a country’s
strategic approach to migration (problem area 5), and to how responsive a migration
system is to economic needs (problem area 1). Given the different country contexts and
country priorities described throughout the book, the policy actions that are likely to
reduce migration costs differ in each ASEAN country.

Destination countries should work to develop migration systems that are responsive
to economic needs and consistent with domestic policies.

+ With very low levels of informal migration and a sophisticated system of productivity-
linked entry paths, Singapore will need to continue working to build public trust in
the migration system and to improve protections for migrant workers.
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TABLE 9.1
Solution areas and policy recommendations for improving migration
management in ASEAN

Implementation

Solution areas and policy recommendations Sending  Receiving  ASEAN

A) Improve governance

R1: Develop a national migration strategy X X

R2: Update legislative framework to reflect migration X X

objectives

R3: Rationalize institutional roles and responsibilities X X

R14: Introduce stricter licensing requirements for X X

recruitment agencies

R39: Consider introducing joint and several liability for X

recruiters

R40: Ensure that workers have access to complaint X X

mechanisms

B) Deepen and widen collaboration

R4: Engage stakeholders to inform policy discussions X X

R5: Use MOUs and bilateral agreements X X

Ré: Create a clearinghouse for MOUs and bilateral

agreements X
R?: Encourage student migration X X X
R13: Align MOUs and bilateral agreements with quantity

restrictions X X

R17: Improve coordination between senders and receivers

on recruitment X X X
R22: Involve civil society in ensuring migrant workers have

access to protection X X

R26: Work toward the portability of social protection

benefits X X X
R30: Install labor attachés in destination countries X

R31: Use MOUs, bilateral agreements, and regional forums

to set protection standards X X X
R33: Use MOUs and bilateral agreements to facilitate exit X X

R34: Create diaspora engagement and return programs X

R36: Balance border security and interior enforcement X

C) Use data, information, and transparency to guide decisions

R7: Make application process transparent, trackable, and

streamlined X

R8: Use shortage lists X

R10: Use price- rather than quantity-oriented restrictions X

R11: Adjust quantity restrictions regularly according to

economic needs X

table continues next page
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TABLE 9.1
Solution areas and policy recommendations for improving migration
management in ASEAN (continued)

Implementation

Solution areas and policy recommendations Sending  Receiving  ASEAN
R15: Reduce information asymmetries between employers

and migrants X X

R16: Improve oversight through dissemination of

information about recruitment agencies X X

R27: Use orientation programs to increase migrant workers'

knowledge X X

R37: Leverage data to improve enforcement X X

R41: Ensure that regularization programs balance
inclusiveness and fairness X

D) Balance protection and economic development

R18: Use employment terms to differentiate migrants X
R19: Allow migrant workers to change employers X
R20: Expedite the renewal process for employment passes X

R21: Provide comparable protection to migrant and local
workers X

R23: Ensure deployment requirements are not overly

burdensome X

R24: Consider predeparture migration loans X

R25: Control remittance costs, and expand access to formal

remittance channels X X
R28: Promote skills upgrading and recognition X X X
R29: Consider migrant welfare funds to protect migrants X

R32: Use sanctions and exit incentives to encourage

voluntary return X
R35: Conduct more research on helping migrants

reintegrate into the labor market X
R38: Increase enforcement efforts on employers X

E) Reform domestic policies

R12: Use levy revenues to compensate those who lose out
from migration X

R42: Reduce rigidities in domestic labor market X X

Note: ASEAN = Association of Southeast Asian Nations; MOU = memorandum of understanding.

+ With high levels of informal migration but a less sophisticated admissions system
than Singapore, Malaysia will need to work to make its immigration system more
responsive to economic needs and to collaborate more closely with both employers
and sending countries.

+ With high levels of informal migration, Thailand will need to work to formalize its
large population of undocumented migrants, rationalize entry procedures that are
costly and time-consuming, and rethink immigration policies, such as levies and a
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repatriation fund, which exist in law but not in practice, undermining the credibility
of the migration system.

As the country seeks to encourage private sector employment among locals, Brunei
Darussalam will need to ensure that a relatively complex system of quotas and levies
based on geography, sector, and employer supports this goal, while also meeting
economic needs.

Sending countries should work to balance protections for migrant workers with the

needs of economic development.

.

The Philippines has a highly developed support system for migrant workers that is
a model for other sending countries. To build on this status, the country should con-
tinue to evaluate and improve its migration management system, including oversight
of recruitment agencies, programs for returned migrants, and data sharing and
interoperability.

Indonesia should work to improve coordination among the agencies responsible for
managing labor migration, and to streamline exit procedures for migrants to encour-
age documented migration.

Vietnam will need to evaluate its current policies for incentivizing out-migration to
determine whether they are meeting the country’s needs. While the intention of
these policies is laudable, other reforms are also necessary, including review of
recruitment agencies’ frequent and at least tacitly sanctioned practice of requiring
migrant workers to pay a security deposit to guarantee their return, which is
frequently not repaid. A national migration strategy could help to guide reforms.

Lower-capacity Cambodia, Lao People’s Democratic Republic and Myanmar
should continue considering how migration can fit into their economic develop-
ment strategies, shaping programs to make out-migration less costly and more for-
mal, and creating connections with diaspora to facilitate the transfer of knowledge
and capital accordingly. These countries can look to the experience of the
Philippines in their efforts to develop institutions serving migrants and services
such as predeparture orientation programs.

Governance

Legislative framework

Recommendation 1: Develop a national migration strategy. Explicit national

migration strategies can be useful, even in those countries in which migration-related

priorities are included in national development strategies. A national migration plan

should set both short- and long-term objectives for migration. In primarily receiving

countries, a migration strategy can provide clarity to employers and other labor

market stakeholders about how policy makers view immigrant workers and how they

plan to adjust their numbers and skill level to meet longer-term economic objectives.
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The plan could also acknowledge the potential negative impacts of immigration on
some workers, particularly low-skilled ones, and highlight efforts to assist them. In East
Asia, immigration systems were first established assuming that immigration would be a
temporary phenomenon. However, the increasing evidence that migration is a structural
feature of the region’s economy means that longer-term plans are needed to coordinate
migration and other labor supply policies. A long-term vision for immigration can
provide some clarity to employers and workers about the potential path of policy, so that
they are informed about the implications for production and employment. In primarily
sending countries, a migration strategy could describe how policy makers view the role
of out-migration and lay out strategies for protecting migrants while they are abroad.
Such a document should also consider longer-term objectives, such as using emigration
as a strategy for economic development, which would involve setting out policies for
diaspora engagement and reintegration of returning migrants as priorities.

A national migration strategy should be comprehensive in covering all aspects of
migration and coordinating migration policy with employment, education, and skill
strategies. Although primarily sending and primarily receiving countries have different
priorities, every country in ASEAN both sends and receives migrants. In ASEAN’s pri-
marily sending countries, high-skilled immigration is critical for filling skills gaps, and the
recognition of the importance of using skilled foreign labor should be addressed in a
national migration strategy. In ASEAN’s primarily receiving countries, high-skilled emi-
gration is increasingly prevalent, and strategies for diaspora engagement should be
addressed by a national migration strategy.

The migration strategy should also consider all types of migration, including non-
employment channels such as students, tourists, and noncitizen family members.
These different streams affect each other, and should be evaluated holistically when
considering how to use migration to fill shortages. A now-defunct version of Australia’s
shortage occupation list, which had granted permanent residency to migrants in short-
age occupations, suffered from a lack of coordination with other immigration streams.
Foreign nationals could use student visas to obtain low-cost technical/vocational
education and training (TVET) qualifications in occupations for which there were
shortages, essentially purchasing permanent residency (Birrel, Healy, and Kinnaird
2007; Birrel and Perry 2009). Finally, the national migration strategy should seek to be
consistent with, and to complement, existing human resource strategies. Like immi-
gration, training and education and activation policies are used to fill labor market
shortages. Similarly, promotion of emigration for employment should be thought of
alongside, not separate from, domestic employment promotion.

National migration strategies can also help coordinate institutional roles and
responsibilities. Once objectives are set, the national migration plan can contemplate
which agencies are best placed to implement changes and deliver results. The strategy
can provide clarity to different government stakeholders involved in the migration pro-
cess and provide a common action plan for the management of the migration system.
This can help prevent duplication of tasks, which would introduce additional costs into
the migration process.
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The Republic of Korea’s national migration plan and Cambodia’s experience in devel-
oping a national migration strategy provide models. Korea introduced a national migra-
tion strategy in 2008. The First Basic Plan for Immigration Policy (2008—12) sought to
improve cooperation among government agencies and lay out a longer-term, consistent
immigration policy (Korea, Ministry of Justice 2009). The plan clearly states objectives,
identifies priorities, lays out the roles and responsibilities of different agencies, and
identifies areas for collaboration. The Second Plan (2013-17) included an assessment of
the First Basic Plan against several targets (Korea, Ministry of Justice 2012). Cambodia
has developed two national migration plans: the Policy on Labor Migration for
Cambodia 2010-15 establishes the main objectives for labor migration policy, whereas
the 2015-18 policy introduces specific actions and the agencies responsible for imple-
menting them.

Recommendation 2: Update the legislative framework to reflect migration
objectives. The legislative framework for migration should be sufficiently flexible to
permit adjustment to changing economic conditions but should empower public and
private sector actors by providing clarity. Several ASEAN countries rely on outdated
or incomplete laws and regulations to govern the management of migration. These
regulations often respond to a particular problem and may be issued without preparing
important stakeholders. Additionally, legislation and regulations have not kept pace with
the increasing engagement of local governments with migration issues. Where possible,
legislative frameworks should be updated with emphasis on clarifying institutional
roles and coordination. This should include establishing an interface between private
recruiters and their regulators, setting out the framework for the admissions and
departure processes, establishing the parameters of protections for migrant workers, and
establishing enforcement mechanisms. However, policy makers should be careful that
legislation and regulations are not overly rigid. This has occurred in the United States,
where the number of permanent visas for skilled workers was set by legislation in 1990 and
has not been updated since (OECD 2014). Korea, which shifted its migration management
system for low-skilled workers from a trainee scheme to a work permit scheme, provides
an example of how immigration policy can evolve to reflect new economic needs. Box 9.1
provides a brief description of the evolution of Korea’s immigration system.

Institutional framework

Recommendation 3: Rationalize agency roles and responsibilities to avoid
duplications and gaps. Labor ministries are likely best suited to oversee international
labor migration. In all countries in ASEAN, labor ministries are either in charge of,
or significantly involved with, managing international labor migration. This is likely
a good model for handling overseas workers because these agencies often specialize
in worker protections; as such, they have the information and staff necessary to make
informed decisions about the labor market. Home ministries and border authorities
can then focus on border control and enforcement of immigration (as opposed to
employment) law. However, in ASEAN, agencies within labor ministries often conflict
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BOX 9.1
The evolution of Korea’s immigration system

Korea's immigration system has evolved significantly over time to meet economic
needs. Korea's old migration management model, the Industrial Trainee Scheme (ITS),
brought in low-skilled labor as trainees who were not subject to labor laws. Thus,
migrants received wages below the minimum wage and no employment protection
for doing jobs that would otherwise have been subject to both. Several factors led
to a shift to a new migration management model. First, under the ITS as many as
80 percent of all trainees were reported to be undocumented. The causes for this
high rate were both financial and social: (1) ITS trainees incurred significant debt to
finance their migration to Korea (with anecdotes that workers paid $10,000 to private
recruiters); (2) undocumented trainees, at times, earned more than documented ITS
trainees; and (3) trainees lacked a mechanism to file complaints about abusive behav-
iors or exploitation by employers. Second, civil society championed the improvement
of labor rights in Korea and proactively called for equal treatment of ITS trainees and
local workers in terms of labor rights and protection. Finally, the Korean government
in place at the time was supportive of additional labor protection. Recognizing the
drawbacks of the ITS system, the government evaluated various migration regimes in
other countries. This led to the creation of the Employment Permit System (EPS) in
2004. To generate buy-in from all stakeholders, the government did not shift the
system suddenly; instead, it introduced an interim period during which both ITS and
EPS were in place. This permitted business associations that profited under the ITS
system to continue to provide for a limited period fee-based services to firms, such
as application for an EPS permit or transportation of EPS workers after their arrival.

with each other, with agencies in other ministries, and with local governments. This
is most notably the case in Indonesia, where two migration-related agencies, one
inside and one outside of the Ministry of Manpower, compete for authority and where
the divisions of responsibility for implementing migration policy between local and
national authorities are unclear. Inter-ministerial input on migration is important for
a migration management system to run well. However, a single agency like the labor
ministry should have ultimate responsibility for managing labor migration to avoid
duplication of roles and gaps in implementation. The national migration plan and a
clear legislative framework can help ensure clear lines of responsibility.

Korea, the Philippines, and Singapore are good examples of countries with migration
systems in which a single agency is the key actor in the oversight of employment-based
migration. In Singapore, the Ministry of Manpower develops and implements foreign
labor policies. Divisions and departments within the Ministry oversee issues related to
the welfare of foreign labor, work permits, and enforcement of regulations regarding
foreign manpower. In Korea, the Ministry of Employment and Labor develops foreign
labor policies and is responsible for the EPS. The Korean national migration strategy
defines the responsibilities of different agencies to ensure that roles do not overlap
(table 9.2). In the sending country context, the Philippines’ several migrant-focused
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TABLE 9.2

Korea's first basic plan for immigration (2008-12): division of oversight roles

regarding low-skilled migration

Responsibility

Department

1. Supporting efficient corporate use of unskilled labor
A. Attract workers needed by corporations

B. Simplify employment procedures, and improve the
environment for stable employment

C. Rationalize labor cost
2. Improving quota system for unskilled labor

A. Reinforce links between Immigration Policy Commission
and committee on foreign workers

B. Consider number of illegal aliens when allocating
nonskilled worker quotas

3. Improving working environments and reinforcing safety
and health training

A. Reinforce management of work sites with foreign workers
B. Reinforce foreign workers’ health protection

C. Improve working environment with dangerous processes
4. Supporting foreign workers’ life in Korea

A. Reinforce complaint counselling for foreign workers and
provide legal assistance

B. Transfer operation of foreign worker support centers to
local governments

Ministry of Employment and Labor

Ministry of Justice and Ministry of
Employment and Labor

Ministry of Employment and Labor

Ministry of Justic and Ministry of
Employment and Labor

Ministry of Employment and Labor

Ministry of Employment and Labor
Ministry of Employment and Labor
Ministry of Employment and Labor

Ministry of Justice and Ministry of
Employment and Labor

Ministry of Employment and Labor
and Ministry of Public

Administration and Safety

Source: Adapted from Korea, Ministry of Justice 2009.

agencies are mainly housed within the Department of Labor and Employment. The
roles and responsibilities of the two main agencies are well defined, with the Philippine
Overseas Employment Administration responsible mainly for migration management
and the Overseas Workers Welfare Administration responsible mainly for migrant
protection. Sri Lanka is another example of a sending country with a comprehensive
institutional framework for managing migration, with the additional good practice of
undertaking training programs for staff in the ministry responsible for managing migra-
tion (see box 9.2).

Recommendation 4: Engage all relevant stakeholders to inform policy discussions
through structured consultations. Consultations with employers should inform
migration policy making. Employers can supplement labor market data with context,
provide information about human resource and staffing plans, and generate private
sector buy-in. As the demanders of foreign workers, employers are key stakeholders,
and their buy-in for decisions about quantity restrictions and other migration
policy instruments are important to ensure that the system functions as envisioned.
Involving employers in the decision-making process builds trust and confidence
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BOX 9.2
Sri Lanka’s institutional framework for managing migration

Like the Philippines, Sri Lanka has a relatively advanced legislative and institutional
framework governing labor migration. With the support of the International Labour
Organization, Sri Lanka adopted the 2009 National Labor Migration Policy that artic-
ulated a long-term vision for labor migration. This vision included enhancing the
positive impact of migration on both migrant workers and Sri Lanka, as a whole, and
protecting migrant workers. Three main agencies oversee labor migration in
Sri Lanka. The Ministry of Foreign Employment (MOFE) is responsible for not only
migrant worker protection but also facilitating migrants’ ability to contribute to the
economy. Under this ministry, the Bureau of Foreign Employment regulates private
recruitment agencies, works to connect Sri Lankans with employment opportunities
abroad, and provides predeparture training to migrants. The Foreign Employment
Agency is Sri Lanka’s public recruitment agency. Additionally, the Ministry of Youth
Affairs and Skills Development provides vocational training programs and oversees
skills certification and accreditation for potential migrants. Sri Lanka helps ensure that
officials responsible for assisting migrants are prepared to do so through training
programs for new officers in the MOFE and continuing education. These agencies
have considerable reach inside the country, with 892 posts of the Bureau of Foreign
Employment in 25 districts. Sri Lanka also extends its efforts to manage migration
abroad by posting labor officials to its missions.

Sources: ADBI, ILO, and OECD 2016; Thimothy et al. 2016.

that the playing field is level. In Organisation for Economic Co-operation and
Development (OECD) member countries that receive significant immigrant inflows,
such as the United Kingdom and Australia, structured consultations with employers
are an important part of decision making on migration. These conversations are
used both to inform policy makers about economic needs such as where skills gaps
are and to engage employers in the policy-making process so that they are not
surprised by migration decisions. The U.K. Migration Advisory Committee (MAC)
holds in-person consultations to gather intelligence from employers about many
different types of immigration decisions from labor market shortages to quantity
restrictions. The MAC has undertaken these consultations regularly and has been
able to develop enough credibility so that employers submit detailed reports about
labor market issues they are confronting. This is also true in Australia, where
submissions inform the creation of the Skilled Occupation List.! The process of
consulting stakeholders serves not only to solicit information but also to raise
awareness about government efforts to understand labor market needs, which can
generate trust in migration policy.

Malaysia has recently begun to undertake stakeholder consultations for its Critical
Occupations List. TalentCorp, responsible for a variety of human resource develop-
ment tasks in Malaysia, including administering a program for high-skilled expatriates,
has used structured consultations with employers, regulators, and industry associations
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to supplement and validate quantitative data analyzed for the creation of a Critical
Occupations List. The List, developed in consultation with the World Bank, includes
occupations that are sought after and hard to fill.?

Tripartite commissions are a useful tool to bring policy makers together with
employers and workers. Many countries employ tripartite structures for setting
minimum wages. In Malaysia, this is done by the National Wage Consultative Council
(NWCC), which makes recommendations to the government about wages and
includes both representatives from the government and equal representation from
employers and employees. In the context of migration policy, a tripartite commission
of policy makers, workers, and employers or recruitment agencies could be useful in
both sending and receiving countries. In sending countries, such committees could
give voice to migrant workers’ concerns about the recruitment process and govern-
ment protections during that process while also considering the perspective of the
recruitment agencies that connect workers to employers abroad. Such commissions
could help find a balance between a recruitment system that protects migrants and
one that incentivizes private sector actors to connect potential migrant workers with
jobs. In the Philippines, the Governing Board of the Philippine Overseas Employment
Administration includes both migrant and private sector representatives. In receiving
countries, such committees could bring both domestic and migrant workers into con-
sultation with employers and policy makers to weigh concerns about protecting local
employees and migrant workers and employers’ demand for labor. In both sending
and receiving countries, such commissions are no guarantee that the right balance
between the interest of all parties will be reached. However, engaging each of these
stakeholders can generate confidence in the policy-making process and in the migra-
tion management system.

MOUs and bilateral agreements

Recommendation 5: Use bilateral agreements for better coordination between
sending and receiving countries. Bilateral agreements can help reconcile the objectives
of sending and receiving countries by providing a venue for cooperation. Sending and
receiving countries have overlapping but different objectives from migration that often
resultin inefficiencies in the migration process. Efforts to reduce these inefficiencies are
constrained by the limited reach of domestic laws and regulations. MOUs and bilateral
agreements provide the basis for sending and receiving countries to reconcile their
interests and align their legislative and institutional frameworks. When they work best,
these agreements are the formalization of an ongoing process of negotiations related
to the management and protection of migrant workers. Stakeholder engagement,
transparency, and monitoring and evaluation are important components of good
MOUs and bilateral agreements. The success of an agreement depends on its ability
to adjust to emerging labor market needs, continued engagement between sending
and receiving country representatives, and the complementarity of national migration
and employment frameworks (KNOMAD 2014). Box 9.3 provides an example of a
successful collaboration between sending and receiving countries.
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BOX 9.3
The Recognized Seasonal Employer Scheme and the Pacific Seasonal
Worker Programme

Given the geography, size, and changing demographics of the Pacific Islands, labor
mobility offers an important means to reduce poverty and boost shared prosperity.
The Pacific Island countries face a triple burden of economic geography owing to
their small size, remoteness, and internal dispersion. These structural characteristics,
coupled with a high exposure to natural disasters, have limited the region’s ability to
generate economic growth and jobs. Moreover, many Pacific Island countries are
witnessing rapidly growing populations and a youth bulge—the fertility rates across
the Pacific are almost twice the average of the East Asia and Pacific region at large.
Many parts of the region have seen employment decline at a time when working age
populations are increasing (figure B9.3.1). Employment rates are estimated to be less
than 50 percent of the working-age population across most Pacific Island countries.
Where these countries are unable to bring jobs to the people, it becomes necessary
to bring the people to where jobs are located.

Over the past decade, there has been a renewed push for greater mobility
between the Pacific and the neighboring metropolitan countries. The misalign-
ment between labor-sending and labor-receiving country objectives in the region
has long proved a barrier to international mobility. The Pacific Island countries are
largely reluctant to see their most skilled workers migrate, while they are typically
open to opportunities for low-skilled workers. Meanwhile, Australia and New
Zealand have in place points-based immigration systems geared toward skilled
workers, with limited pathways for low-skilled migrants. This changed following a
prolonged push by Pacific Island countries and acute labor shortages in Australia
and New Zealand with the rollout of the Recognized Seasonal Employer (RSE)

FIGURE B9.3.1
Employment and population growth in the Pacific
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box continues next page
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BOX 9.3
The Recognized Seasonal Employer Scheme and the Pacific Seasonal
Worker Programme (continued)

Scheme in New Zealand. Introduced in 2007, the RSE Scheme is a low-skilled
temporary preferential scheme for Pacific Islanders. Australia followed suit in
2008 with the introduction of a similar program modelled on the RSE Scheme, the
Pacific Seasonal Worker Pilot Scheme (PSWPS).

A strong effort to evaluate the impacts of these schemes and to project the
gains of greater mobility has allowed policy makers to improve outcomes for
existing migrants and to make the case for new migration pathways. The World
Bank conducted separate impact evaluations of the RSE Scheme and the PSWPS
from 2008-12, determining the net income gains from each. These evaluations
helped strengthen the case for turning the PSWPS into a full-fledged Seasonal
Worker Programme in 2012 and increasing the cap on workers in the case of the
RSE Scheme. The World Bank also carried out a large-scale survey of horticultural
employers in Australia to determine the demand-side constraints for the Seasonal
Worker Programme. This has helped inform the Australian government’s policy on
the cost-sharing arrangements and minimum length of stay, and ultimately led to
a decision to uncap the scheme. More recently, the World Bank has produced a
vision piece in collaboration with the Australian National University titled Pacific
Possible. This report examines where the region could be on labor mobility in
2040 if both sending and receiving countries were to significantly alter their exist-
ing policies and practices on labor migration and quantify the gains. Key pro-
posed reforms include expanding access through existing migration pathways;
opening up access to new labor markets, such as Korea via its Employment Permit
System; providing access to new sectors, like elder care, through programs tai-
lored to the Pacific; and expanding opportunities for permanent migration, espe-
cially for low-mobility countries and the atoll countries most affected by climate
change. The significant gains in income and government revenue projected
through this exercise are expected to help governments in the Pacific make the
case for allocating domestic resources toward facilitating labor migration.
Moreover, as the labor-receiving countries in the region are beginning to explore
ways to minimize the impacts of an aging domestic workforce, the proposals set
out in Pacific Possible will support them in opening up new migration pathways in
sectors that are expected to experience labor shortages (elder care and construc-
tion, for example).

Source: Curtain et. al. 2016.

MOUs and bilateral agreements can address challenges throughout the migration sys-
tem. Korea’s EPS relies on a public recruitment model and has been able to keep recruit-
ment costs relatively low (Kim 2015). Malaysia’s recent government-to-government
agreement with Bangladesh reduced migration costs significantly, in part by using public
recruitment in both Malaysia and Bangladesh. However, caps on the number of
Bangladeshi migrant workers who could be hired limited the impact of the agreement,
and a subsequent bilateral arrangement has reportedly incorporated private recruiters.
Public recruitment is often not possible due to resource constraints or not desirable
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because of the availability of private sector actors with better access to information about
foreign labor markets. However, given high recruitment costs and frequent reports of
abuse of migrants in the recruitment process, Malaysia’s and Korea’s experiences using
MOUs to structure public recruitment suggest that it is a model worth continuing to test,
though the design and implementation of the model are particularly important.

Several good practices have been identified that relate to MOUs and bilateral agree-
ments. Model employment contracts, wage protection measures such as mechanisms
for automatic deposit of wages into migrants’ bank accounts, transparency about
the contents of MOUs, involvement of public employment services in sending and
receiving countries, inclusion of gender-specific issues, and concrete implementation
and evaluation measures are all suggested as important for success (Wickramasekara
2016). These practices can lower migration costs by improving the information avail-
able to migrant workers, particularly about their contracts, working conditions, and
rights. MOUs and bilateral agreements can provide guidelines about information that
must be provided to migrants and can be used to inform the types of training that
migrants should receive before departure and after entry. Korea’s EPS and Canada’s
Seasonal Agricultural Workers Programs both use MOUs to promote exit at the end of
a migrant’s contract. The EPS provides trainings to foreign workers that are tailored to
their source country and even provides job matching services in the source country in
conjunction with local counterparts (Kim 2015). Canada’s system requires compulsory
contributions to a savings scheme that is available to migrant workers only upon their
departure from the country. Social security agreements that provide for the portability
and totalization of benefits can incentivize exit by ensuring that migrants continue to
have access to these benefits upon exit.

Sending countries face challenges to negotiating bilateral agreements, but they
continue to be a useful channel to pursue. In most cases, sending countries lack
leverage when negotiating with receiving countries: the supply of potential migrant
workers is much larger than the demand, and any sending country negotiating
stronger terms for its migrant workers risks being undercut by another country.
Additionally, weak enforcement mechanisms can mean that migrant workers avoid
formal channels established by MOUs and bilateral agreements and migrate infor-
mally. Despite these challenges, sending countries have been able to use agreements
as forums both to discuss concerns and to limit the uncertainty and risk associated
with migration (Rivera, Serrano, and Tullao 2013). Even Thailand’s MOUs with
Cambodia, Lao PDR, and Myanmar, though they do not capture most migration,
have provided an important venue for the countries to discuss and to take action on
the large population of irregular migrants in Thailand. The Philippines has been par-
ticularly successful in negotiating MOUs with receiving countries, including social
security agreements. The government of the Philippines views the agreements in
incremental terms as part of an ongoing process of improving migration manage-
ment, a view that is reflected in a gradual shift to agreements that are narrower in
scope (CMA 2010; Lanto 2015). The Philippines has several guiding principles for
negotiations, including ensuring safe and orderly migration; safeguarding the rights
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and welfare of migrants; recognizing mutual benefits and shared responsibilities;
sustaining a good relationship with the host country; and developing human
resources (Lanto 2015).

Recommendation 6: Create a clearinghouse for MOUs and bilateral agreements at
the regional level. ASEAN countries can learn from each other to improve existing
and create new MOUs and bilateral agreements. The ASEAN Secretariat could
provide a resource center for both sending and receiving countries that would collect
MOUs and bilateral agreements from around the world, provide information on best
practices, and provide technical assistance with the development of agreements and
their key components. The secretariat could act as a clearinghouse to review proposed
agreements and provide advice about potential changes. It may even consider creating a
common, but flexible framework, for the agreements. Such a framework could provide
sending countries with expertise in negotiating agreements with receiving countries
both inside and outside the region. In some cases, sending countries might even
find working together on agreements with receiving countries beneficial. A common
framework would also benefit ASEAN’s receiving countries, which could work toward
common standards for recruitment and other practices.

Admissions
Entry paths

Recommendation 7: Make the application process transparent, trackable, and
streamlined. Entry paths for migrants should be clear and transparent, and admission
should be trackable. Application processes that are confusing and opaque create
inefficiencies, increase migration costs, and lead to doubts about the integrity of the
admissions process. Increasing transparency and ensuring that both employers and
migrants are aware of the eligibility requirements and the selection criteria for entry
are critical. Systems that allow employers and migrant workers to track their progress
toward entry can increase confidence in the system and help officials make changes
when bottlenecks are discovered. New Zealand has used an “Expression of Interest”
system that involves selecting qualified migrants from a pool of migrants who have
registered their interest in migrating and meet an initial set of requirements. The system
has helped eliminate backlogs of applicants through the initial screening and periodic
expirations of registrations (Bedford and Spoonley 2014).

Entry paths should be as streamlined as possible, with clear criteria to differentiate
different paths. Application processes that provide clear guidance, limit the number
of steps, and limit the number of approvals by government agencies can reduce pro-
cessing times and migration costs. In turn, such efficient systems improve the migra-
tion system’s attractiveness to high-skilled migrants and reduce the likelihood that
low-skilled ones will seek out cheaper informal channels. Clear criteria to differenti-
ate entry paths can target different types of workers for different streams. Singapore
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has three well-defined entry streams for lower-, middle-, and higher-skilled workers
that rely on salary and education requirements to distinguish workers of different skill
levels. These entry streams work in conjunction with employment terms, with the
more stringent entry requirements also affording more beneficial employment terms.
The combination of salary with other requirements to differentiate entry paths is
desirable because it reduces the incentives for employers to misreport salaries for
their migrant workers. Evidence from Malaysia shows that some employers reported
higher salaries for their foreign workers in order to take advantage of more convenient
entry paths.

Recommendation 8: Use shortage lists to expedite entry, reduce uncertainty, and
increase confidence. Shortage lists can be used to improve the entry process. Shortage
lists address the question of which potential immigrants should be allowed entry. The
lists are data-driven approaches to identifying labor market shortages that draw on
quantitative and qualitative evidence, including labor force surveys, administrative
data about immigration admissions, productivity data, vacancy data, employer surveys,
and stakeholder consultations. Using data to identify labor market shortages creates a
feedback loop between the immigration system and the labor market to target migrant
workers to the occupations in which they are most needed. Shortage lists can ensure
that employers are able to fill gaps in both their high- and low-skilled workforces that
cannot be filled by local workers. The lists also reassure the public that policy makers are
closely monitoring the labor market and immigration. Constant monitoring of indicators
of shortage allows policy makers to adjust quickly to changing labor market conditions.
Many countries now use labor market tests to identify where foreign workers are needed.
Shortage lists formalize the process of determining the sectors, occupations, and skills
that are in demand by relying on data, incorporating the on-the-ground experience of
stakeholders, and publishing the findings.

Shortage lists offer several benefits related to the entry process. First, shortage lists
can expedite the entry process. Shortage lists circumvent the need for employers to
advertise jobs in a labor market test, which is frequently seen as an unnecessary obliga-
tion rather than a real indication of the lack of domestic workers available to fill a job.
This means that applications to hire foreign workers can be processed more quickly and
that both migrants and their employers have more certainty about how the needs of the
migration system are determined. Additionally, shortage lists can formalize often
opaque requirements for employers to hire foreign workers only if local workers are
unavailable. The lists create a clear, transparent standard for judging this availability,
and create common ground for officials tasked with reviewing applications for entry.
The lists could even allow for automation of aspects of the application process, with
details provided by employers about the vacant position checked against the skills and
requirements normally associated with occupations on the shortage list.

Australia, Malaysia, New Zealand, and the United Kingdom are prominent examples of
countries using shortage-type lists. Australia’s Consolidated Sponsored Occupation List
includes occupations that require skilled migration to meet the medium- to long-term
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needs of the Australian economy. Its Skilled Occupation List identifies occupations that
are eligible for permanent and some temporary points-based skilled migration. Though
not technically shortage lists, the lists do attempt to identify labor market needs in the
medium and long term. New Zealand’s Immediate Skills Shortage List exempts employers
from a labor market test. The United Kingdom’s Shortage Occupations List uses a combi-
nation of top-down analysis of labor market data and bottom-up consultations with stake-
holders to identify occupations and job titles in shortage that would sensibly be filled by
workers from outside of the European Economic Area. The list exempts employers from a
labor market test and grants priority access to occupations on the shortage list under cer-
tain conditions. Finally, Malaysia’s Critical Occupations List, developed in coordination
with the World Bank, uses an approach similar to the United Kingdom’s Migration
Advisory Committee to identify sought-after, hard-to-fill, and strategic occupations by
sector. The Critical Occupations List is used to inform both immigration and human
resource development policies (box 9.4).

BOX 9.4
Malaysia's Critical Occupations List

Malaysia’s Critical Skills Monitoring Committee was created as part of the Eleventh
Malaysia Plan to monitor skills mismatches in high-skilled occupations. It is chaired by
the Institute for Labour Market Information and Analysis under the Ministry of Human
Resources and TalentCorp, an agency that is devoted to improving human capital in
Malaysia and engages closely with the private sector. This structure allows the
Committee to have access to both labor market analysis and employers.

One of the Committee’s main objectives is to develop an inventory of high-skilled
occupations that are sought after and hard to fill: the Critical Occupations List. The
first two versions of this list, for 2015/2016 and 2016/2017, were developed in part-
nership with the World Bank. This Critical Occupations List combines a top-down
analysis of labor market data with bottom-up consultations with employers to
develop a product that is both objective and reflective of current labor market needs.
The list is currently being developed for high-skilled occupations, defined as the
first three major occupational groupings in the Malaysia Standard Classification
of Occupations (roughly equivalent to the International Standard Classification of
Occupations classification scheme), for occupations that are strategic, sought after,
and hard to fill. Occupations often associated with sectors important to Malaysia’s
growth are considered to be strategic.

Top-down and bottom-up analyses are combined to determine those occupa-
tions that are sought after and hard to fill. The top-down analysis uses indicators of
labor market shortage, such as employment and wage growth, to provide an indica-
tion of whether skilled occupations are having shortages. The bottom-up process
involves a Call for Evidence Survey from employers, which solicits information from
employers about occupations that have been hard to fill, and consultations with
employers, regulators, and other stakeholders that provide additional information
about hard-to-fill occupations and the labor market context. The two approaches
are then merged to create a final list, which is used to help guide immigration poli-
cies, workforce upskilling policies, TVET and higher education programming, and
other decisions.
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Skills shortage lists do have weaknesses, though most are common to any migration
instrument and can be minimized if the lists are updated and monitored regularly.
These weaknesses include difficulties identifying shortages and ensuring migrants
work in the shortage occupations for which they were admitted (IOM 2012). Shortage
lists, though relatively widespread in the OECD, are not a common immigration chan-
nel in many of the OECD countries that use them (Chaloff 2014). Other concerns
include the concentration of migrants in certain occupations, the persistence of certain
occupations on the list, and the potential for stakeholder influence (Birrel, Healy, and
Kinnaird 2007; Australia, DEEWR and DIC 2009a, 2009b; OECD 2014). Solutions to
help counteract these weaknesses include sunset clauses for occupations on the short-
age list, reliance on quantitative indicators to counteract stakeholder influence, and
constant monitoring of immigration channels.

Recommendation 9: Encourage student migration. Whereas qualifications recognition
can be a costly and complex process, encouraging student migration with a pathway
for former students to work can create a supply of skilled workers. As discussed in
chapter 3, ASEAN countries are becoming increasingly important as destinations for
international students. The ASEAN University Network, the Southeast Asian Ministers
of Education Organization, and the ASEAN Qualifications Recognition Framework
(AQRF) are seen as important factors behind this increase (Batalova, Shymonyak,
and Sugiyarto 2017). The ASEAN University Network, for example, has helped lead
to the establishment of intraregional networks among universities in certain areas of
study. Destination countries can further promote this trend by adjusting migration
policies to make it easier for international students to work during their education and
after graduation.

Quantity restrictions

Recommendation 10: Use price-oriented rather than quantity-oriented restrictions.
Countries use a variety of instruments to control migration flows. Quantity restrictions
are a common reality in migration systems throughout the world. Restrictions on migrant
workers are often introduced to protect domestic labor markets from competition from
abroad. In doing so, they raise the possibility of disrupting employers who need workers
and of informal migration as legally restricted migrants enter through informal channels.
Quantity restrictions include levies, quotas, and dependency ceilings. Levies are “price-
oriented” mechanisms that charge a fee for the employment of foreign workers. Quotas
and dependency ceilings, in contrast, are “quantity-oriented” mechanisms that place caps
on the number or proportion of foreign workers from a certain country or in a certain
sector, occupation, or firm. Both price-oriented and quantity-oriented mechanisms seek
to control the number of migrant workers used by firms, but price-oriented mechanisms
do this by increasing the cost of hiring foreign workers and quantity-oriented ones do so
by limiting the number. This choice between price- and quantity-oriented measures also
arises in international trade policy when choosing between quotas and tariffs.
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Price-oriented mechanisms have several advantages over quantity-oriented ones,
though their use is limited around the world. First, levies are a source of revenue that is
not generated by quotas or dependency ceilings. Second, levies tend to be more trans-
parent. Once quotas are set, allocating foreign workers to individual firms under the
quota is subject to lobbying and pressure by interest groups. Levies allow any employer
to continue hiring migrant workers as long as the employer is willing to pay the levy.
Similarly, levies allow employers to continue hiring foreign workers—for a price—even
if economic conditions change suddenly because of an unexpected shock. Quotas, in
contrast, may negatively affect firms that need to adapt to sudden economic changes or
may lead them to hire informal migrant workers if they are not able to hire more
migrant workers legally. Korea’s EPS, an otherwise good model for migration manage-
ment, is less effective in responding to economic needs in part because of its reliance
on quotas. In Korea, the first-come-first-served allocation of quotas can result in many
employers being unable to hire the desired number of migrants, creating incentives for
informal hiring. Despite the advantages of price-oriented mechanisms, very few coun-
tries outside of Singapore and Malaysia have implemented such a system. The United
Kingdom recently considered adopting a charge for skilled migration to disincentivize
the hiring of immigrants, incentivize investments in the local workforce, and raise
revenue for skills development (United Kingdom, MAC 2016).

In migration systems that use price-oriented tools, efforts to ensure that employers
bear the cost of levies are important. The objective of levies is to make hiring foreign
workers more expensive. To do so, employers, not their foreign workers, must pay levies
so that their hiring decisions are affected by the higher cost of using foreign as opposed
to local labor, all else equal. The importance of employers bearing the cost of the levy to
disincentivize hiring immigrants was emphasized in a recent report by the U.K. Migration
Advisory Committee that considered the possibility of imposing a levy on skilled foreign
workers (United Kingdom, MAC 2016). Singapore has a system of strict oversight that
attempts to ensure that the cost of levies is not passed on to foreign workers.

Recommendation 11: Adjust quantity restrictions regularly according to economic
needs. Setting and revising quantity restrictions should rely on an evidence-based approach.
Quantity restrictions should reflect economic needs and be able to adapt as these needs
change. Setting the restrictions should rely on measurable indicators that come from survey
data, administrative data including programmatic and budgetary data, and innovative
sources such as real-time labor market information. Examples of measurable indicators
include vacancies, wages, the unemployment rate, job creation, total factor productivity,
the producer price index, and immigration statistics. A shortage list, ideally based on both
quantitative and qualitative data, can be an important indicator of labor market demand.
Thus, it is useful for decisions about quantity restrictions. Such a list can be a first step in
determining whether immigrant workers should work in a given sector or occupation. But
additional analysis and input are needed to determine a price for or a cap on immigrant labor.
Analysis of indicators over time, with a particular focus on how foreign labor affects key
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labor market variables and how quantity restrictions may affect other labor market policies,
can inform the setting and revision of quantity restrictions. An independent research body
could be charged with analysis of technical inputs and gathering stakeholder input.

Quantity restrictions should also reflect the concerns of different stakeholders.
These stakeholders have different concerns about migrant workers that should be
reflected in the process for setting and adjusting quantity restrictions. Governments are
concerned about factors such as unmet demand, productivity, competitiveness, infor-
mality, and unemployment; employers about prices, labor costs, labor shortages, and
training costs; and workers about wages, employment opportunities, and the cost of
living. Structured consultations with these stakeholders are important both to inform
the setting and revision of quantity restrictions and to create buy-in from these stake-
holders so that the restrictions are sustainable. A tripartite body could review inputs
from the independent research body and provide recommendations to policy makers
(box 9.5). New Zealand’s Recognized Seasonal Employers scheme and Canada’s Seasonal
Agricultural Workers Program both involve consultations with employers to assess
labor market needs (World Bank 2015a).

Countries that are seeking to encourage the immigration of more skilled foreign
workers could consider eliminating quantity restrictions. Many of ASEAN’s primarily
sending countries also face shortages for skilled labor that could be filled by foreign
workers. Imposing quantity restrictions including levies on this type of migrant worker
would be inconsistent with economic needs.

Korea’s process for setting quantity restrictions incorporates both analysis of labor
market needs and input from a tripartite committee. Korea uses an industry- and country-
specific quota to regulate the entry of low-skilled workers. The annual quota results
from cross-sector and multiparty negotiations that draw on economic and labor force
analyses. The Foreign Workforce Policy Committees, which decides the quota, is
chaired by the prime minister, and it incorporates stakeholders representing the per-
spectives of government, industry, worker welfare, small and medium-sized enterprises
(SMEs), and gender. A tripartite Foreign Workforce Employment Committee chaired
by the Ministry of Employment and Labor provides analytical and technical input to the
decisions. Quotas reflect assessments of labor demand and needs expressed by SMEs as
well as assessments of the implementation of the EPS that provide information about
employer preferences, overstays by origin, and undocumented workers by origin. Before
a new sending country is permitted to send workers under the EPS, the government
assesses its capacity to manage the EPS, the transparency in the country’s deployment
process, and the country’s relationship with Korea.

Singapore has used levies dynamically in recent years to adjust to economic develop-
ments. Singapore uses price- and quantity-oriented mechanisms to differentiate foreign
workers by skill level. Firm-specific dependency ceilings and sector- and skill-specific lev-
ies seek to discourage overreliance on low-skilled migrant workers. Singapore analyzes
economic competitiveness and demographic factors when revising its quantity restrictions.
In recent years, dependency ceilings in manufacturing and services have been lowered to
limit reliance on foreign workers in these sectors. Similarly, when a slowdown in
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BOX 9.5
Why not use tripartite bodies to set quantity restrictions?

In Korea's EPS, a quota for low-skilled workers is set annually for each sending coun-
try and for each industry. The quota is the outcome of extensive deliberations within
the Foreign Workforce Policy Committee under the prime minister. However, these
deliberations incorporate input from the Foreign Workforce Employment Committee,
a tripartite body made up of representatives from government, employers, workers,
civil society, and other ministries. The deliberations are based on forecasts of labor
demand and supply; the number of EPS workers departing within a year; the num-
ber of overstays by country; EPS workers demanded by firms; and reports on foreign
worker counseling services. Figure B9.5.1 shows the quota by industry over time
since 2004 and demonstrates how the quota has been adjusted frequently in accor-
dance with changing needs.

In Malaysia, deliberations on quantity restrictions are informal, and engagement
with stakeholders is not structured. However, Malaysia employs a tripartite structure
for setting the minimum wage. The National Wage Consultative Council makes rec-
ommendations to the government on minimum wages and includes representatives
from the government as well as equal representation from employers and employees.
The minimum wage is recommended by the Consultative Council to the government
and is based on a voting process. Four council meetings are required each year. The
minimum wage has clear parallels with quantity restrictions for migrant workers: in
both cases, employer and worker interests and even those of the government are at
odds and in both cases a decision must be made by policy makers on the basis of
both data and political considerations.

FIGURE B9.5.1
Change in the EPS quota over time
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productivity was detected in the construction sector in 2015, Singapore increased levies
to disincentivize the hiring of foreign workers whereas levies in the manufacturing sector
were not changed (World Bank 2015a). Singapore encourages negotiations among gov-
ernment, employers, and labor to develop intelligence on employers’ needs, how to limit
immigration during economic downturns, and how to protect migrant workers.
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Levies and dependency ceilings require constant review to maintain their relevance
to economic needs. Because of the difficulty of predicting long-term economic out-
comes, quantity restrictions should be revised regularly to ensure that the levels still
correspond to economic conditions. Korea and Singapore revisit their quantity restric-
tions annually. The outcome of the process need not be an adjustment, but repeating
the exercise ensures continued relevance and increases confidence in the migration
system.

Stakeholders should be informed about the process for setting and updating
quantity restrictions. To ensure that stakeholders understand and trust the process
of setting these restrictions, the methodology for setting the restrictions should
be published. Providing employers and the public with details about this process can
give employers confidence that all firms are being treated equally and reassure the
public that the admission of foreign labor is tied to verifiable economic needs.
Singapore announces its levy adjustment well in advance, creating certainty for
employers. For example, the levy rate for July 2017 had already been published in the
summer of 2016. Singapore also provides an online tool that allows employers (and the
interested public) to calculate how many foreign workers the firms are eligible to hire
and the amount of levy the firms owe.*

Recommendation 12: Use levy revenues to compensate those who lose out from
migration. Although the overall impact of immigration is quite small and generally
positive, some groups, particularly the less-skilled and less-educated, may lose out. The
revenues generated by a foreign worker levy can be used to compensate those who lose
out through retraining, skills upgrading, and other programs. In the United States, for
example, a tax on certain categories of immigrants is used to train locals in shortage
occupations (Holzmann and Pouget 2011).

Recommendation 13: Align MOUs and bilateral agreements with quantity
restrictions. Targets on the numbers of migrants covered by MOUs and bilateral
agreements should be consistent with those set for the migration system overall.
They should work together with the migration system to permit entry to the quantity
of foreign workers that reflects economic needs. Korea’s EPS accomplishes this by
requiring all sending countries to sign MOUs that ensure that all immigration decisions
are made within the same framework.

Recruitment

Recommendation 14: Introduce stricter licensing requirements for recruitment
agencies. Though dependent on available capacity and resources for implementation
and enforcement, additional licensing requirements can help ensure that recruitment
agencies provide good services to migrant workers. In Singapore, recruitment
agencies are required to undertake a training program before being licensed
and must retake it if the agency commits a certain number of violations. In the
Philippines, recruitment agencies must attend a prelicensing orientation seminar
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before receiving a license and a continuing agency education seminar for renewing it.
Additional requirements might also include minimum qualifications, prohibitions on
conflict-of-interest provisions, and security deposit requirements that are explicitly
held against liabilities to migrants and potential migrants. Sending countries may
consider requiring licensed agencies to agree to joint and several liability for claims
made by migrants against employers, as occurs in the Philippines. Still, any stricter
licensing requirements must be balanced against the capacity for enforcement and
the deterrence of private sector involvement. Overly stringent rules may encourage
informal brokers.

Recommendation 15: Reduce information asymmetries between employers and
migrants. The provision of public information is particularly important because
informal brokers remain the norm in many ASEAN sending countries. Informal brokers
perform an important function in many ASEAN countries where they connect migrants,
at times from rural villages with limited outside information, to recruitment agencies
and employers abroad. However, these informal brokers are not regulated, and so are
not subject to the fee restrictions and other protections in place to protect migrant
workers. As a result, the involvement of informal brokers can significantly increase
migration costs.

Providing information to migrants has the potential to reduce recruitment fees, pro-
tect migrants from exploitation during the recruitment process, and improve the qual-
ity of matches with employers. Information asymmetries arise between foreign
employers and migrant workers because the former know about the jobs that are avail-
able and their requirements, whereas the latter know about their skills. Recruiters and
brokers arise to eliminate the gap in information between the two, which involves a cost
to both employers and migrants for this service. As the intermediary, recruiters and
brokers are often able to exploit particularly low-skilled migrants who are unfamiliar
with migration rules. Providing migrants with access to employment-related informa-
tion can empower them. It may even improve matches with employers when migrants
have information about available employment abroad. In the best cases, providing
information about job opportunities directly to migrants may reduce the role of infor-
mal brokers. Strategies to improve migrants’ access to information include the use of
public employment services to provide potential migrants with job opportunities
abroad and training courses that provide detailed information about migration
procedures. Korea’s EPS has a user-friendly website with information available to
foreign workers in their native language. The Philippines provides a listing of jobs
abroad through the job advertising site JobStreet.com.® The Philippines’ Pre-
Employment Orientation Seminar includes modules on working overseas, job search,
illegal recruitment, allowable fees and the minimum provisions of the employment con-
tract, and country-specific information. The orientation seminar is mandatory for
potential migrants, but the course can be completed online at no cost (POEA 2016).
The Moroccan agency ANAPEC promotes the employment of skilled individuals and
registers foreign employers and Moroccan youth for job matching.


http://JobStreet.com
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Recommendation 16: Improve oversight through dissemination of information
about recruitment agencies. Both sending and receiving country governments can use
public information to improve oversight of recruitment agencies. All sending countries
in ASEAN and all receiving countries except Thailand have a system to license and
regulate private recruitment agencies. However, public agencies charged with oversight
often lack the staff and resources to conduct regular inspections of recruitment agencies.
A low-cost complement to this approach is to make information about recruitment
agencies publicly available. This information can include violations, the worker retention
rate, and worker placement, as occurs in Singapore.® Singapore has announced a
system to allow employers of foreign domestic workers to rate employment agencies on
their performance in explaining the application process, providing advice, and selecting
a worker. A more comprehensive system would also permit the worker to rate the agency.
Recruitment agencies can even be scored for their compliance with regulations, and
these scores be made public. Associations of recruitment agencies can be encouraged to
adopt codes of conduct, rate the performance of individual agencies, and publish these
ratings. The International Labour Organization has worked with recruitment agencies
in several ASEAN countries to do so. Good performers can be awarded publicly for
their effectiveness, as in the Philippines, or even receive expedited processing of licenses
or waiver of license renewal obligations. An evaluation of the impact of providing
information about the quality of recruitment agencies to potential migrants is in process
in Indonesia.’

Recommendation 17: Improve coordination between sending and receiving
countries on recruitment. Coordination between sending and receiving countries
could fill a significant gap in oversight of the recruitment process. Oversight of this
process generally stops at a country’s borders. This can leave a large gap in regulating
recruitment practices because (1) fees can be duplicated by agencies in sending and
receiving countries and (2) strict requirements can be undermined as responsibility for
migrant workers is transferred from one jurisdiction to another. However, there is scope
for cross-country collaboration to improve recruitment practices. Labor attachés posted
overseas can help oversee recruitment practices in both sending and receiving countries,
though the scope for action is limited and labor attachés from ASEAN countries often
lack resources and expertise. Receiving countries can require recruitment agencies
recruiting in sending countries to register in both countries, as occurs in the United
Kingdom (IOM 2015). Sending and receiving countries can seek to use MOUs and
bilateral agreements to improve oversight of the recruitment process, which has been
left relatively unexplored in past agreements. Requirements for recruitment could
include informing host and destination country officials about the arrival and departure
of migrant workers, establishment of branches in both sending and receiving countries,
and a common set of recruitment violations in both countries. Improved oversight of
recruitment would be beneficial both to receiving countries, which face undocumented
migration that is often linked to high recruitment costs, and to sending countries, which
are concerned about the exploitative practices of recruitment agencies.
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Coordination could extend to the regional level. A regional authority at the ASEAN
level could even be established to monitor recruitment agencies (IOM 2015). This
authority could provide best practices on recruitment and work on mainstreaming
them, create an inventory of recruitment agencies and publish information on agency
performance, and even extend the code of conduct approach to the regional level.
Additionally, this regional authority could also provide some basic labor market ser-
vices to potential migrant workers, including gathering and publishing job openings in
typical destinations for ASEAN migrants, as the Philippines does for its migrants, and
providing information about the types of skills needed, salaries to be expected, and
working conditions in these countries.

Employment

Employment terms

Recommendation 18: Use employment terms in conjunction with entry paths to
differentiate migrants. Employment terms can be used in conjunction with entry paths
to differentiate migrants according to skills and productivity. Receiving countries can
offer more generous terms tomore highlyskilled migrants, includinglengthier employment
passes and the ability to bring dependents. This is the model Singapore follows, with
employment terms dictated by different skill levels. More generous employment terms
can also be used to reward productivity improvements. Chung, Choi, and Lee (2015) use
firm surveys to show that in Korea’s EPS the productivity of migrant workers tends to be
about 50 percent of their local counterparts’ in the first year of employment, 80 percent
in the second year, and 100 percent in the third. The longer migrants are employed in a
receiving country, their findings suggest, the more productive they become as they learn
language and technical skills and become accustomed to the work culture. Consistent
with these findings, Korea allows EPS workers to upgrade their employment permit to
an E-7 visa for semiskilled foreign workers, which is not subject to a limitation on the
employment period. ASEAN countries could consider lengthier employment terms for
workers receiving additional training or for workers renewing employment passes.

Recommendation 19: Allow migrant workers to change employers. Flexibility in
employment terms can improve matches between employers and foreign workers. In most
ASEAN receiving countries, foreign migrants are tied to a single employer. This means
that migrant workers can be sent home if their employer no longer needs them, regardless
of the larger economic need and the fact that these workers cannot change employers if
offered another job at a higher wage or if mistreated. This rigidity in the labor market for
foreign workers likely limits productivity by preventing better matches between employers
and workers; it also makes foreign workers vulnerable to mistreatment by employers who
can, in essence, revoke their employment pass. In Korea’s EPS, foreign workers can change
jobs up to three times. This provision reflects lessons learned from the country’s previous
training scheme for migrant workers in which trainees often changed job sites and so
became undocumented. Both Singapore and Malaysia have a type of employment pass
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that is not employer-specific, but in both countries the pass is only available to very highly
skilled migrants.

Recommendation 20: Expedite the renewal process for employment passes. The
renewal process for employment passes should be easy for both employers and foreign
workers. The renewal of passes for foreign workers is a signal from employers that
foreign labor is still needed and that a particular foreign worker meets the needs of
the employer. Renewal procedures should then be limited with requirements such as
additional medical examinations subject to rigorous cost-benefit analysis. To expedite
renewal of employment passes, a trusted employer scheme could be created to limit
renewal steps for previously compliant firms or for those whose profile makes them
unlikely to violate employment or recruitment procedures.

Protection

Recommendation 21: Provide comparable protection to migrant and local workers.
Differences in employment protections between migrant and local workers can create
unfair competition and leave migrant workers exposed to abuses. Migrant and local
workers have different needs for protection. For instance, migrant workers may need
insurance to cover emergency repatriation but may wish to avoid contributing to
pensions that they are not eligible to recover. However, these differing needs should
not mean less protection or cheaper labor. Employers will hire more migrant workers
when they are eligible for fewer benefits and so impose less of a cost, all else equal. This
is the case in Malaysia, where employers must contribute 12 percent of a local worker’s
salary to the Employees Provident Fund compared to just RM 5 for a foreign worker.
Bi- and multilateral social security agreements can help ensure migrants’ equitable
participation in social protection schemes and equitable access to benefits and remove
discriminatory social protection laws. Such agreements are more likely to succeed in a
migration corridor with significant flows, with similar schemes in the home and host
countries, and with administrative arrangements that are computerized (Holzmann
2016). Enforcement of protections that are in place is also critical. Lack of enforcement of
protections for foreign workers—such as minimum wages, hours worked, and payment
of wages—can make migrants cheaper to employ despite de jure protections. Ensuring
that foreign workers are not cheaper either by design or in practice can discourage
overreliance on migrant workers and enhance protections for them.

Recommendation 22: Involve civil society in ensuring that migrant workers have
access to protection. Particularly in countries with limited capacity and resources, civil
society partners are important to hold policy makers and employers accountable for
protecting local and migrant workers. Civil society organizations exist in all ASEAN
countries and can help provide training to migrant workers, connect migrant workers
with government resources, and monitor the performance of recruitment agencies in
both sending and receiving countries and employers in receiving countries. Engagement
with civil society groups can extend government resources and provide input to both



POLICIES TO REDUCE MIGRATION COSTS IN ASEAN | 293

policy makers about conditions on the ground and additional actors who can assist in
implementing government policy.

Recommendation 23: Ensure that deployment requirements protect migrant
workers without being overly burdensome. Sending countries should balance
protections for migrant workers with the need to provide an efficient deployment
process. The departure process for migrants in several ASEAN sending countries is very
involved, requiring significant documentation and interaction with several different
public agencies. This increases the time costs of out-migration and can lead migrants to
seek out informal channels. Providing model employment contracts with protections
that should be included for recruitment agencies to follow is one potential method for
protecting migrants while also limiting the need for bureaucratic oversight. One-stop
centers to process migrant documents and the establishment of local offices to process
migrants for departure could also speed up the deployment process. Governments of
Pacific Island countries assist with documentation for migrant workers’ visa applications
to work in Australia and New Zealand.

Recommendation 24: Consider predeparture loans to help migrants finance
migration costs. Sending countries could consider providing loans to migrant workers.
Potential migrant workers, particularly poorer and low-skilled ones, may not migrate
because of high migration costs (McKenzie and Rapoport 2010). Source-country actions
to facilitate migration—including removing information, job search, and documentation
barriers—do not seem to increase international migration (Beam, McKenzie, and Yang
2015). However, there is some indirect evidence that easing financial constraints may
be an effective way for sending countries to incentivize additional migration. Recent
research from Mexico shows that poor households receiving cash transfers from
the government program Oportunidades increased their out-migration by about
50 percent after receiving their first transfers (Angelucci 2015). Other evidence comes
from internal migration in Bangladesh. When households in a famine-prone region
were offered an incentive to send a seasonal migrant internally to an urban area, there
was a significant increase in the number of seasonal migrants, and households that
received the incentive were more likely to migrate subsequently (Bryan, Chowdhury,
and Mobarak 2014). The authors argue that the incentive helped households overcome
a poverty trap in which the risk of failed migration prevents households from migrating.
Providing loans may then allow more, poorer potential migrants to migrate, opening up
more job opportunities to the poorest households.

Bangladesh and several other sending countries have or are starting predeparture
loan programs for migrants. The nongovernmental development organization BRAC
has developed a migration loan program in Bangladesh. The loan program, begun in
2011, provides loans of between US$300 and US$3,700 to migrants with a one-month
grace period and a maximum two-year payback. The loans are provided to migrants
only after work contracts and travel documents are verified. Predeparture orientation
services are made available to recipients. The loan is designed both to finance migra-
tion and to provide a bridge for remaining household members until the migrant
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begins work abroad. A total of 194,000 migrant workers had received these loans as of
June 2016. Loans based on remittances are also available. The loans enable households
to make more significant lump sum investments on the basis of remittance flows. Forty
thousand households received these loans between June 2014 and June 2016. While the
loan program has not yet been evaluated, recent research shows that many would-be
migrants fail to leave the country because of financial constraints or abuse by recruit-
ment agents (Das et al. 2014). This suggests that a loan program may be an effective
response. In ASEAN, the government of Vietnam permits migrants to borrow from the
Vietnam Bank for Agriculture and Rural Development at more favorable conditions
such as no collateral requirements (Ishizuka 2013; Le and Mont 2014). The 62 poorest
districts program covers travel-related expenses and provides preferential credit to
poor workers; moreover, a pilot program in the 28 poorest of these districts pays the
entire cost of migrating. In Sri Lanka, the Sri Lanka Bureau of Foreign Employment has
provided subsidized predeparture loans since 2002 to cover the costs of expenses such
as plane tickets, but experiences have been mixed, with reports of repayment prob-
lems (Martin 2009). A similar problem plagued a loan program in the Philippines that
was eventually terminated because of a lack of repayment. Nepal is planning to offer
subsidized predeparture loans to potential migrants through a Labor Bank (Nepal,
MOLE 2013).

Recommendation 25: Control remittance costs and expand access to formal
remittance channels. Reducing remittance costs can increase the amount of remittances
sent home. Several impact evaluations and other nonexperimental research have found
that reducing remittance costs has a large positive impact on the amount of remittances
sent (McKenzie and Yang 2015). For example, Aycinena, Martinez, and Yang (2010)
find that remittance fee reductions of US$1 for Salvadoran migrants in Washington,
DC, led to fee savings of US$0.47 per month but an increase in average remittances
sent of US$25. Increasing access to formal remittance channels in sending countries—
including through expanding access to and use of mobile money transfers, and removing
domestic regulations that are anticompetitive or lack clarity—can reduce remittance
costs. Efforts to target remittances to uses with more significant development impacts,
such as toward education or community infrastructure projects, have had mixed success
(McKenzie and Yang 2015).

Recommendation 26: Work toward the portability of social protection benefits.
Making social protection benefits portable is an important part of providing comparable
protection. Even where local and migrant workers have equal access to social protection
benefits, migrant workers are often limited in the extent to which they can access these
benefits when back in their home country. This may incentivize migrants to seek out
informal employment if they are required to contribute to social protection schemes but
are unable to benefit from them. Making benefits portable can eliminate an incentive
for informality while also increasing protection for migrants. Portability can even be an
incentive for exit, as foreign workers maintain access to social protection benefits even
upon repatriation.
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Recommendation 27: Use orientation programs to increase migrant workers’
knowledge. Orientation programs have the potential to improve migrant workers’
experience abroad. Orientation programs are provided by most ASEAN countries
before a migrant’s departure for employment abroad. These programs seek to improve
protection for migrant workers by expanding their knowledge of their rights, of the
destination country, and of available complaint mechanisms. Evidence on the impact of
these trainings is limited (McKenzie and Yang 2015). The Philippines is generally lauded
for its commitment to increasing the knowledge of migrant workers. Some good practices
identified with its approach are involving local governmental and nongovernmental
partners to incorporate a rights perspective; creating the Post-Arrival Orientation Seminar
to ensure that learning does not stop at departure; developing orientation programs for
recruiters; and providing migration information at the local level (Asis and Agunias 2012).
Use of a standardized curriculum and oversight of implementation to ensure that all
migrants undertake orientation seem to be key elements of success. Offering orientation
programs to migrant workers after their arrival in the destination, as the Philippines
does in some cases, may help reinforce knowledge gained during predeparture training.
BRAC’s migration program in Bangladesh has focused significant attention on providing
information to migrants to facilitate safe migration, and has supplemented information
provision with community-driven programs to enforce accountability among labor
brokers (box 9.6). The Pacific Islands involve destination country representatives in their
predeparture orientations through audiovisual material and training of local officials.

BOX 9.6
BRAC's migration program

The nongovernmental development organization BRAC has developed a suite of
migration programs to assist Bangladeshi migrants. BRAC's migration program,
which began in 2006 and now covers 124 of 490 subdistricts (upazilas), provides
services to migrants before their migration decision, before and during migration,
and upon return with the objective of promoting safe migration and successful rein-
tegration. Much of the program’s services are information provision and involve facili-
tating access to skills and language training, but extend beyond these in some cases
to involve aiding migrants abroad.

Migration Community Volunteers provide help to migrants with documentation.
Migration forums have been created at the community level to help migrants access
arbitration in case of wrongdoing by brokers. Safe Migration Facilitation Centers pro-
vide support services, including legal aid and predecision orientations with informa-
tion on the social and economic costs of migrating and referral services for skills and
language training. The Safe Migration for Bangladeshi Workers program, undertaken
in collaboration with the World Bank, has worked to strengthen community-based
organizations to provide information and life skills to potential migrants during the
migration decision process and to assist with remittance management. Reintegration
services have also been developed in collaboration with UN Women, particularly for
returning women migrants. Migration loans are also available to potential migrants
through the BRAC's Migration Loan Program.
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Financial literacy programs can improve financial knowledge, though the design of
these programs and their targeted beneficiaries are particularly important. A pilot pro-
gram providing financial literacy training to migrant domestic workers in the Greater
Malang area and the Blitar District of East Java in Indonesia had a positive impact on
financial awareness and knowledge, budgeting, and savings but no impact on the quan-
tity or frequency of remittances (Doi, McKenzie, and Zia 2014). Notably, effects were
most pronounced when both the migrant and a family member received training, less
pronounced when just the family member received training, and absent when only the
migrant received training. Awareness of mandatory migrant insurance increased sig-
nificantly (26 percentage points) in households receiving the training program in cases
in which both the migrant and the migrant’s family member received the training.
Impacts were smaller when just the migrant or just the family member received the
training. Overall, several impact evaluations have shown that financial literacy pro-
grams can be positive, but have different impacts depending on the type of intervention
(McKenzie and Yang 2015).

Recommendation 28: Promote skills upgrading and recognition. Promoting economic
integration in destination countries through skills recognition and skills upgrading can
leverage the skills of migrants and improve their ability to contribute productively to
destination countries. Policies that facilitate migrant workers’ integration into destination
country labor markets can help ensure that migrant skills match the occupations in
which migrants work. For instance, skill and qualification recognition schemes can
avoid the problems of brain waste when more highly skilled migrants are overqualified
for their jobs. Additionally, providing language and other training to migrant workers
can increase their productivity, reduce costs for employers by reducing turnover, and
promote social cohesion. Singapore offers training to migrants to improve their skills
while in Singapore, and it offers preferential levies to employers who hire more skilled
migrants, including those who have gained experience working in Singapore. The
involvement of employers in the design of training programs for migrants is critical.
MOUs and bilateral agreements may offer a good opportunity to establish training
and certification programs, as has been done between Ecuador and Spain and with the
Migration Information and Management Center in Mali for migration from Africa to
the European Union.

Sending countries can also increase the capacity of their migrants to benefit from
migration through skills recognition and skills upgrading. Migrants may be employed in
lower-skilled occupations that do not suit their skills if host country qualifications are not
recognized in destination countries. The ASEAN Economic Community’s use of mutual
recognition arrangements to recognize professional qualifications across borders is an
attempt to overcome this problem. However, there is room for human capital develop-
ment organizations in sending countries to assist even less-skilled migrants to have their
skills recognized. The Technical Education and Skills Development Authority in the
Philippines helps migrants obtain the skills necessary for jobs available abroad. Sri Lanka’s
Ministry of Youth Affairs and Skill Development and its technical education and
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vocational training institutions provide technical support for training for migrants of
different skill levels (Thimothy et al. 2016).

Recommendation 29: Consider migrant welfare funds to protect migrants.
Migrant worker welfare funds are a devoted source of funds to assist migrants
throughout the migration process. These funds require migrants to make a deposit, at
times mandatory, to a fund that is then used to provide services such as predeparture
training in skills necessary for employment abroad; support for repatriation in the
case of abusive employment, illness, emergency at home, or other hardship; access
to social protection, such as health, life, accident, or disability insurance; and help
for returning migrants to reintegrate into the labor force (IOM 2015).

The implementation and management of migrant welfare funds is particularly
important to ensure that the benefits provided are those that migrants need and use.
The funds require start-up capital from the government; identification of a reliable
financial administrator; an office devoted to running the fund in the source country and
labor attachés in destination countries; a board of directors with representatives from
government, recruitment agencies, trade unions, and civil society; and program offer-
ings that are targeted to the needs of migrants (ILO 2015).

The Philippines provides a useful model of a migrant welfare fund. The Overseas
Workers Welfare Administration is funded by a mandatory US$25 contribution paid by a
migrant worker’s employer. The fee is paid at the time a migrant receives a contract to work
abroad, and membership lasts for the duration of the contract and can be renewed when a
new contract is signed (IOM 2013). The administration is tasked with providing services
including insurance and legal aid to Philippine workers when abroad and after repatriation.
Membership benefits include insurance in the case of disability and death, education and
training assistance including predeparture orientation, legal and other assistance in the
Philippines and abroad, and reintegration assistance. The administration also provides
repatriation assistance for all foreign workers, regardless of their membership. The Board
of Trustees is composed of the secretary and undersecretary of the Department of Labor
and Employment; representatives from other government agencies; and representatives
from the land- and sea-based migrant worker sectors, the sea-based sector, women, labor,
and management. The Overseas Workers Welfare Administration has 31 posts abroad and
17 offices in the Philippines with 377 permanent staff.

Several other Asian sending countries use migrant welfare funds. Pakistan’s Overseas
Pakistani Foundation manages a welfare fund that takes out insurance for accidental
death and disability for registered migrant workers who pay a US$6 premium (World
Bank 2016a). Plans are also under way to create a pension for migrant workers. In Nepal,
migrants must pay a US$10 fee to a welfare fund that also receives funds from recruit-
ment agencies’ security deposits and licensing fees (IOM 2015). The fund provides
training, employment programming for return migrants, medical treatment, and child
care for the dependents of migrants. Sri Lanka’s welfare fund includes an insurance
scheme to which migrant workers must pay US$25 plus a US$2 facilitation fee for natu-
ral and accidental death and disability coverage (del Rosario 2008). Bangladesh, India,
and Thailand also have migrant welfare funds.
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Recommendation 30: Install labor attachés in destination countries. Sending
countries can use labor attachés to improve the access of migrant workers to protection
while abroad. Labor attachés can be particularly useful for sending countries because
they provide an in-country source of assistance to migrant workers. Although the
destination country controls whether such attachés can be located in the embassy, the
source country is able to define the types of services offered, and can offer legal and
other assistance that may not otherwise be available. Resources for and training of labor
attachés are a challenge for many ASEAN countries. However, having a representative
in a destination country provides migrant workers a vital resource that understands
the challenges they face. India presents an interesting model. The Indian Community
Welfare Fund, which operates in 43 countries with a large Indian population, is
administered by diplomats overseas and provides support to migrant workers in
distressed situations (Thimothy et al. 2016).

Recommendation 31: Use MOUs, bilateral agreements, and regional forums to set
protection standards. Sending countries can use MOUs and bilateral agreements
to establish protection standards. These agreements have often been used to clarify
protections available to migrant workers; they have even included model employment
contracts that specify conditions such as wages, hours worked, and rest days. While
these agreements often do not supersede domestic labor law, they can be a forum
for source countries to discuss and reinforce migrant workers’ equal access to labor
protections. Allowing employers and workers to participate in the negotiation of these
agreements and making them public can help establish expectations and provide civil
society a role in helping oversee their implementation.

The ASEAN Secretariat can play a key role in migrant worker protection. The sec-
retariat could establish a suggested list of minimum protection standards for migrant
workers and even a model employment contract that sending and receiving countries
could use in developing their own model contracts. It could draw from both interna-
tional conventions and regional best practices when developing these standards, and
encourage ASEAN member states to ratify relevant conventions. Information about
the laws on migrant workers’ access to different forms of protection could be pub-
lished on the secretariat’s website for the use of migrant workers, recruitment agen-
cies, and government officials in sending countries. ASEAN could assist with
developing best practices to control remittance costs and provide public information
on these costs.

Exit

Sanctions and incentives

Recommendation 32: Use both sanctions and exit incentives in destination countries
to encourage voluntary return. Sanctions and exit incentives can work together in

destination countries to encourage voluntary repatriation at the end of a migrant’s
employment term, but lower migration costs are also important. A recent model of
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return migration suggests that lower migration costs reduce both the likelihood of
overstay and the length of overstay when it occurs (Djaji¢ and Vinogradova 2015).
In addition to negative incentives for employers to encourage on-time return, as in
Singapore and Malaysia, wages might also be withheld from migrants or deposited
in a compulsory savings scheme until they return to their source country. In Korea,
employers are required to enroll in Departure Guarantee Insurance and workers in
Return Cost Insurance. The employer’s monthly contribution of 8.3 percent of wages is
available to workers when they depart Korea or change employers, while the Return Cost
Insurance, covering the return cost for workers leaving Korea, is available only when
workers complete their employment term. Similarly, Canada’s Seasonal Agricultural
Workers Program requires workers to contribute to a compulsory savings scheme that
is only available upon a worker’s return to the source country. However, withholding
funds increases the risk for migrant workers who are vulnerable to unscrupulous
employers who allow their work status to expire (OECD 2013). The design of these
policies is critical. Though sanctions on employers should decrease both the probability
and length of overstay, if salary withholding or exit penalties are insufficient to eliminate
overstay, they will actually increase its length (Djaji¢ and Vinogradova 2015).

Positive incentives for return also exist. This type of incentive includes tax rebates;
guarantees of future employment; and assistance with transportation, medical exami-
nations, and document preparation (OECD 2013). EPS workers in Korea can receive
free vocational training and job counseling during employment; job matching services
with Korean employers in their home countries; and access to returnee networks that
Korea has created to expand job opportunities.

Recommendation 33: Use MOUs and bilateral agreements to facilitate exit.
Collaboration between sending and receiving countries, particularly through MOUs
and bilateral agreements, can facilitate exit. Sending and receiving countries often share
an interest in ensuring that migrants return home safely, creating room for collaboration
on systems of sanctions for overstay that work together with inducements for return.
Such agreements can contemplate how costs can be shared for repatriation of foreign
workers between destination and source countries. Additionally, MOUs and bilateral
agreements can govern the portability of savings and other social security rights
between sending and receiving countries, allowing migrant workers to retain benefits
they have earned in the destination and thereby incentivizing return. These agreements
are most likely to succeed in migration corridors with significant flows, similar schemes,
and computerized administrative arrangements and when they begin with a focus on
a few benefits such as pensions, work-related injury, or health care (Holzmann 2016;
Holzmann and Koettl 2015).

Diaspora engagement

Recommendation 34: Create diaspora engagement and return programs. Sending
country policies to engage with and incentivize the return of their diaspora can
generate numerous benefits for home countries. Return migrants bring both financial
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and human capital resources with them. Members of the diaspora who remain abroad
can be sources of learning for local experts and of financial connections to destination
countries. Diaspora engagement policies help construct diaspora networks that circulate
ideas, technology, and even capital (Dickerson and Ozden 2017). Programs such as
Argentina’s Research and Scientists Abroad (RAICES), Thailand’s Reverse Brain Drain
project, and Ethiopia’s Diaspora Volunteer Program seek to create linkages with talented
members of the diaspora to assist in the host country. Jamaica has a database of migrants
now working abroad that employers can use to identify potential workers (McKenzie
and Yang 2015). In India, the Overseas Indian Facilitation Centre (OIFC) engages in
investment facilitation and in creating knowledge networks, and the Financial Services
Division in the Ministry of Overseas Indian Affairs provides advice on investing in India
(Thimothy et al. 2016). Return migration policies seek to break down policy barriers
to return and help incentivize it through recognition of professional qualifications and
through tax, citizenship, and residency benefits for repatriated migrants, their spouses,
and their dependents (Dickerson and Ozden 2017). There is limited evidence of the
effectiveness of these programs, and their coverage is limited (McKenzie and Yang
2015). But in Malaysia, a recent impact analysis of TalentCorp Malaysia’s Returning
Expert Programme found positive results. The program, which provides incentives for
high-skilled Malaysians abroad to repatriate, was found to increase the probability of
return by 40 percent for applicants with an existing job offer while having only a modest
impact on government finances (Del Carpio et al. 2016). Good practices for effective
diaspora engagement and return migration include clear objectives, a targeted diaspora
group, a defined budget, and clear program terms (Dickerson and Ozden 2017).

Reintegration

Recommendation 35: Conduct more research on helping migrants reintegrate
into the labor market. More research is necessary into how sending countries can
help reintegrate repatriating workers into their labor markets. Source countries can
offer reintegration benefits to returning migrants. These can include active labor
market policies to help migrants find jobs or start businesses upon return. This type
of intervention may be necessary to help reintegrate migrants into a labor force in
which they have lost the networks to find jobs. However, there is little research on the
effectiveness of reintegration programs. Audits of programs offered in the Philippines
have found significant challenges and little evidence of success (Philippines, COA
2016a; Philippines, COA 2016b).

Enforcement
Coordination of enforcement
Recommendation 36: Balance border security and interior enforcement. The impact

of the enforcement of entry policies is not always straightforward. Evidence from the
United States suggests that significantly increased resources spent on border enforcement
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have not deterred irregular immigrants (Gathmann 2008; Hanson 2006) and that more
deportations and tighter border controls can actually increase the unemployment of
low-skilled locals. (Chassamboulli and Peri 2015). In fact, increased enforcement at the
border can decrease the outflow of irregular migrants from host countries and so result
in a higher population of undocumented immigrants (Massey and Pren 2012). Interior
enforcement can be effective in reducing the benefits of undocumented migration
with some evidence that the deterrent effect is more cost-effective than that of border
enforcement, though this area is less well studied (Roberts, Alden, and Whitley 2013;
Orrenius 2014; Bohn and Lofstrom 2012; Orrenius and Zavodny 2014; Wein, Liu, and
Motskin 2009). However, interior enforcement involves its own unintended consequences
including informality and increased use of fraudulent documents (Orrenius and Zavodny
2015; Bohn and Lofstrom 2012). Indeed, migration flows depend on more than border
enforcement alone. Economic conditions are generally a more important determinant
of undocumented migration than border enforcement (Orrenius and Zavodny 2015).
Migrants adapt even where border security is effective. One study in the United States
found that increased border enforcement shifted undocumented migration to more
remote, more time-intensive, and more dangerous border crossings (Gathmann 2008).

Effective enforcement of immigration laws requires coordination among agencies to
develop the right balance of border security and interior enforcement. Ensuring that
immigrants do not enter and work without proper documentation requires more than
border control, which while effective in some cases is also costly, particularly along long
borders like Thailand’s borders with Lao PDR and Myanmar. Interior enforcement mea-
sures that target employers to ensure that they are using documented labor and that they
are treating immigrant workers appropriately can be effective.

Recommendation 37: Leverage data to improve enforcement in both sending and
receiving countries. Good recordkeeping is a critical component of enforcement for
both sending and receiving countries. Studies of minimum wage enforcement suggest
that accurate recordkeeping increases the ability of enforcement agencies to monitor
compliance (Del Carpio and Pabon 2014). This likely extends to monitoring of emigration
and immigration, as well-kept and standardized recruitment and employment records
allow enforcement officers to assess compliance with recruitment practices, migration
rules, and employment protections.

The ability to share data on migrants across agencies increases the power of existing
data in enforcement efforts. Migrants are in contact with several agencies in both send-
ing and receiving countries before, during, and after migration. Information technology
systems and databases that are interoperable and allow different agencies to upload and
exchange information would lead to increases in efficiency and improve enforcement
targeting. The United States recently adopted such a coordinated approach in its Person
Centric Query Service that compiles data from several different agencies at the federal
and state level while also seeking to address concerns about privacy and agency author-
ity by aggregating data and displaying it only temporarily (Rockwell 2016). In Korea,
public agencies are encouraged to use a standardized database with identity information
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that can then be used to analyze data across agencies (Korea, Ministry of Justice 2009).
Sharing data could be particularly useful between public agencies in sending countries
and their labor attachés and other representatives abroad. The ability to share informa-
tion on migrants, employers, and recruitment agencies could improve oversight of good
and bad recruitment agencies and employers and help target assistance to migrant
workers in case of emergency.

A shared and interoperable data platform for agencies involved in immigration
enforcement can better leverage existing border control and employment inspection
resources. The United States Department of Homeland Security has studied how bor-
der surveillance technology, the number of border patrol agents, available places in
detention centers, worksite inspectors, and targeted versus random worksite inspec-
tions impact the number of undocumented immigrants (Chang, Reilly, and Judson
2012). Risk-based approaches to employer and recruitment agency verification, which
use past behavior or certain characteristics to determine the risk of violations, can help
to streamline and hasten approval processes or target inspections. Data can also be used
to predict the types of employers that are likely to hire undocumented migrants, which
can help target limited enforcement resources. Similar approaches can be applied to
recruitment agencies. Most of these data are already collected by different agencies in
ASEAN countries, and could be used together to study the best mix of immigration
enforcement measures and to target enforcement resources.

Targeting of enforcement

Recommendation 38: Increase enforcement efforts on employers. Enforcement of
migration laws on employers, and not just migrant workers, can improve compliance
with immigration laws. Migrant workers are often at greater risk of sanction for
immigration violations than their employers. Korea and Singapore have worked to
strengthen enforcement of violations by employers. In Korea, the Ministry of Justice
undertakes raids at job sites with warrants, and fines employers that have hired
undocumented migrants. Those found violating labor laws or EPS-related rules are
subject to fines and are no longer eligible to participate in the EPS. Inspectors also seek
to resolve conflicts between workers and employers proactively. Singapore imposes
significant fines on employers with jail terms possible for repeat offenders.

Efforts to increase compliance with migration regulations among employers should
also involve policies to positively incentivize compliance. In some OECD countries,
accreditation or sponsorship schemes are used to engage employers and reward them for
compliance. These systems evaluate compliance with relevant employment and immi-
gration laws, employer history of approved applications, their recruitment of workers,
their resources and training systems, and their recruitment and training of local workers
(OECD 2013). Benefits of taking part in the schemes vary. In the United Kingdom, lower-
rated firms must submit action plans for how they will improve their ratings. In New
Zealand, accredited employers are exempt from the labor market test of whether a local
can fill a job opening. Australia offers priority processing. Such systems may work better
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for larger employers that employ migrant workers consistently, but could also be used to
help SMEs that do not have the recruitment networks of larger firms.

Recommendation 39: Consider introducing joint and several liability for recruiters.
Sending countries could consider introducing joint and several liability for recruiters
as has been done in the Philippines. One of this country’s most important efforts
in extending the reach of its domestic regulations is the requirement that private
recruitment agencies agree to joint and several liability with a foreign worker’s employer.
This means that recruitment agencies handle any claims or liabilities resulting from
contract infringements, including unpaid wages, death and disability benefits, and
repatriation costs. This requirement gives recruitment agencies an incentive to work
with reliable employers and to oversee the treatment of foreign workers while they are
abroad. Such a requirement could also work alongside improved complaint mechanisms
to ensure that migrant worker grievances are heard and addressed.

Recommendation 40: Ensure that workers have access to complaint mechanisms.
Improving access to complaint mechanisms would allow migrants better access to
redress when recruitment terms are violated or when they are overcharged for
recruitment fees. In much of ASEAN, formal procedures for migrants to register
complaints are underdeveloped. This lack of access is compounded because,
lacking resources, enforcement agencies typically rely on complaints to investigate
firms for recruitment violations. Migrant Resource Centers, which combine access
to migration information with complaint mechanisms, have opened in several
ASEAN countries with the assistance of the ILO. These are important first steps
in providing migrants with access to grievance mechanisms. However, formal
procedures for resolving disputes between migrants and recruitment agencies must
be improved. An assessment of complaint mechanisms in Bangladesh, Cambodia,
Sri Lanka, and Thailand finds that, to be effective, these mechanisms must be
gender responsive and have well-trained staff and a unified approach (ADBI, ILO,
and OECD 2016).

Recommendation 41: Ensure that regularization programs balance inclusiveness
and fairness. Regularization campaigns are widely used to regularize undocumented
migrants, but attention should be paid to objectives and design. For the host country,
regularization campaigns have both benefits, including additional tax revenue, and
costs, such as additional transfers to newly regular immigrants (Orrenius and Zavodny
2012). Host countries must also consider how regularization campaigns will affect
current and future flows of irregular migrants, including by stimulating increased
undocumented migration during the amnesty campaign as migrants seek to be
included or after as migrants expect future amnesties (Orrenius and Zavodny 2003).
In launching a regularization campaign, policy makers must balance inclusiveness, the
reach of the campaign, and fairness, as perceived by the public, while also considering
cost-effectiveness and the likelihood of eligible migrants complying with regularization
requirements (Rosenblum 2010).
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Policy recommendations for domestic labor mobility

Recommendation 42: Reduce rigidities in the domestic labor market. Reforms of
domestic labor market policy work alongside migration policies. Domestic labor market
policies can reduce internal mobility costs by making it easier for local workers to switch
sectors, occupations, or locations at home rather than abroad. Box 9.7 discusses China’s
efforts to reduce domestic labor mobility costs and improve internal mobility through
the Rural Migrant Skills Development and Employment Project. Domestic labor market
policies can also complement labor-receiving strategies. Evidence from Europe suggests

BOX 9.7
The Rural Migrant Skills Development and Employment Project in China

Internal labor mobility has been a characteristic feature of the Chinese economy over
the past 30 years. Wage differentials, labor surpluses in rural areas due to increased
agricultural productivity, and labor shortages in urban areas have all been contribut-
ing factors to the large flows of migrants from rural to urban areas. According to the
Chinese Rural Household Survey, approximately one in every three workers in urban
areas is a migrant.

Rural migrants in China tend to be employed in low-skilled occupations character-
ized by a high risk of work-related injuries, but were rarely covered by social insur-
ance programs or any form of worker protection. In addition, workers coming from
rural areas mainly used informal channels to obtain information on job openings and
working conditions in urban centers. Finally, rural migrants had limited access to
training opportunities to build the skills required in the urban labor market before
departure and, even after arrival, were very unlikely to benefit from training provided
by employers. To address these issues, the Chinese government introduced various
programs and initiatives aimed at relaxing and removing some of the constraints
faced by workers migrating from rural to urban areas.

The Rural Migrant Skills Development and Employment Project was introduced by
the government of China to improve the earnings and working conditions of rural
workers moving to urban areas. Financed by the World Bank, this project aimed to
achieve its objectives by (1) increasing access to skills training; (2) improving the pro-
vision of public employment services; and (3) improving labor protections including
by providing legal services and labor mediation and arbitration.

Implemented in three provinces or autonomous regions (Anhui, Nigxia, and
Shandong) between 2008 and 2015, the project helped ease the transition of rural
migrants to urban centers, thereby helping to reduce domestic labor mobility costs.
In particular the following targets were achieved: (1) an increase in the total number
of trainees from rural areas in project schools; (2) an increase in the number of gradu-
ates finding employment in the occupation for which they were trained within six
months; (3) an increase in the use of local public employment services for counsel-
ling, job referral, and career guidance; (4) an increase in the level of wages of the
students who graduated from long-term training in project training institutions; and
(5) an increase in the number of rural migrants who received legal assistance for
addressing labor disputes.

Source: Based on World Bank 2015b.
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that flexible labor markets reduce the negative effects of immigrants on locals (Angrist
and Kugler 2003; D’Amuri and Peri 2014). Such reforms include reducing rigidities
in labor markets, such as dismissal costs, and requirements and restrictions on using
temporary workers. A detailed discussion of domestic labor market policy reforms is
beyond the scope of this work but is available in East Asia Pacific at Work: Employment,
Enterprise, and Well-Being (see World Bank 2014).

Notes

1. See the Australian Government, Department of Education and Training submissions webpage
“2016-17 Skilled Occupations List Review” (accessed February 9, 2017), https://submissions
.education.gov.au/forms/archive/2015_16_sol/pages/index.

2. See TalentCorp’s webpage “Critical Occupations List” (accessed July 22, 2017), https://www
.talentcorp.com.my/facts-and-figures/critical-occupations-list.

3. The actual, rather than de jure, incidence of the levy on employers versus foreign workers is
a concern. According to economic theory, if employers are more sensitive to changes in
wages than foreign workers are, the burden of paying the levy may fall on foreign workers in
the form of lower wages.

4. See the Singapore Government, Ministry of Manpower’s webpage “Calculate Foreign Worker
Quota” (accessed July 22, 2017), http://www.mom.gov.sg/passes-and-permits/work-permit
-for-foreign-worker/foreign-worker-levy/calculate-foreign-worker-quota.

5. See “Jobstreet.com — Overseas Jobs” (accessed December 9, 2016), http://poea.jobstreet.com.ph/.

6. See the Singapore Government, Ministry of Manpower’s webpage “Employment Agencies
and Personnel Search (EA Directory),” (accessed November 29, 2016), http://www.mom.gov
.sg/eservices/services/employment-agencies-and-personnel-search.

7. See “Empowering Female Migrant Workers to Access Quality Overseas Placement Services
in Indonesia” (accessed July 20, 2017), https://www.povertyactionlab.org/es/evaluation
/empowering-female-migrant-workers-access-quality-overseas-placement-services-indonesia.
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