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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
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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

2 08

@

c 0.6

.2

T 04

=)

o 024

B 0 e — — ey — — — S _ _ SIS

o

2 0.2

©

S 04

Q

g -0.6

® 08

I~

s

e Lower I Upper I High school I College
primary primary

Source: Lathapipat 2014.



8 | MIGRATING TO OPPORTUNITY

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).
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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.



20 | MIGRATING TO OPPORTUNITY

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



MIGRATION IN SOUTHEAST ASIA |

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

Philippines
Indonesia
Myanmar

Vietnam
Malaysia
Lao PDR

Cambodia

Thailand
Singapore

Brunei Darussalam

o 4
N
w
~
ol

Millions

M 1995 W 2015

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

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.
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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.
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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
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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.
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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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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



68

I MIGRATING TO OPPORTUNITY

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/insura